@ JCR Eurasia Rating
I Grgo of Jrpsin Gl Piting Ageney, Lid” f,j_ﬂ_l\

1
JCR

Eurasia Rating,

“Birikim Varlik
Yonetim A.S” ve

Tahvil Thraclan

‘nin nakit
akimlarin

dere ‘ndirerek

Uzun Vadeli
Ulusal Notu’nu

‘A- (Trk)y’
“Stabil” gorunim
olarak teyit

1Stir,

))

NOTLAR
Uzun Kisa
Vade Vade
Yabanci Para BB B
Tk Parasi BRE B

YP MNegatuve MNegative
Crdriinum
TP Nuganve Negnove

Ihrag Mot

Ulusal Mot A-(Trk) A-2(Trk)

Crdriiniim Stabil Stabil
Thrac Mo AClTk)  A=1(TTk)
Desteklenme Nom 2
Ortaklardan Bagnmsihk
Natu B =

Sektor: Varhik Yonetim Sektorii
Rapor Tarihi: 30 Mart 2020

Bag Analist

Orkun INAN

+90 21235256 73
otkun.inan@icrer.com.ix

Basin Ac¢iklamasi
Istanbul — 30 Mart 2020

JCR Eurasia Rating, Birikim Varlik Yénetim A.8.'yi ve “Tahvil fhraglan” ‘in nakic akimlarm
derecelendirerel, Uzun Vadeli Ulusal Notu ‘nu “A-(Trk)’, Kisa Vadeli Ulusal Notu "nu *A-2(Ttk)’ olarak
‘Stabil’ not gériiniimleri ile teyit eemigtir. Diger taraftan, Uzun Vadeli Uluslararast Yabaner Para ve Uzun
Vadeli Uluslararast Yerel Para Notlan ‘BB’ olarak teyit edilmis olup difer notlarla birlikte detaylars sol
stituncla gosterilmistir,

Bankaclik Diizenleme ve Denetleme Kurumu (BDDE) regiilasyonu icerisinde, bankalar ve banka digi
finansal kuroluslarin tahsili gecikmis alacaklanmin temlik ahnmas: ve yeniden yapilandinlarak miisterilerin
finansal sisteme yeniden kazandinlmasi amacina yonelik faaliyer gésteren Varlik Yonetm Sicketleri
bankaeilik sisternt ve iilke ekonomisindeki istikearin siiediiriilebiliclifi igin énemli bir rol Gstlenmistir.

Banka digt finansal kuruluslar arasindan goérece yeni sayilabilecek bir alan olan varhik yénetim hizmetleri
sektoril Tiickiye'de BDDEK wrafindin regiile edilmektedir, Bagta bankalar olmak (zere, gogunlukla finans
kesimine ait tahsili gecikmis alacaklan satin alip, sonrasinda bu alacaklardan safladijn rahsilatlar ile kar elde
eden varlik yonetim sirketlerd, 6zellikle bankacilik kesiminin akeif kalitesinin gelistirilmesinde énemli bir rol
oynamakradiclar. BDDK arafindan kurulus ve faaliyerlerine iliskin yapilan yoénetmelik calismalan ile bicikee,
asgari sermaye diizeyi ile etkin gozetim ve denctim acisindan sektériin yasal altyapist iyilestirilmig; bilgi
sistemleri, risk élciim teknikler ve ic kontrol streclerinin kurulinast zorunlu hale gedrilmigtir. 362 konusu
gelismeler 1sifnda sekeoriin kurumsallik yapisi gelismis, finansal raporlamalann kalitesi, standardizasyonu
ve seffafbfiin artnlmasina yonelik adimlar atdmstir, Iaveten, bu diizenlemeler neticesinde, rekabet
esitliginin saglanmasina yonelik olarak sektére pozitf yonde ivime kazandinlmugoe.

Makro ckonomik gelismelerin reel scktériin finansal biinyesine olumsuz etkisi, sekiriin alacak tahsilan
fizerinde bask olusturmustur, Birikim Varlk Yénerimi A.S. portféy dagihimini bireysel ve ticart segment
tabanina yaymus, viksek akef misterd sayssinin katkisiyla elde ett@il miisteri bagina ditsiik ortalama risk
konsantrasyon seviyesini koruyabilmistie Bitikimli biiyime performanst sonucunda portfoy biyiikligi 5
milyar sevivesini asmushir. Tahsilat seviyelerinin portfoy biytiklagine orandaki pozitf ivime, basanh rahvil
thract ile fon cesitlilii yaratarak likidite thtiyacin rahatlatmasy, ilave dis kaynak engim pliclinin varligs, akuf
kalitesi, igscl kaynak yaratma kapasitesi, istikrarlt yénetimi ve ihtiyath durugu ile edinilen stirdiiriilebilirliligin
korunmast JCR-ER tarafindan Uzun Vadeli Ulusal Notu *nun ‘A-(Trk)® ve ‘Stabil’ goriiniim olarak reyit
edilmesinde etkin rol oynanustir. Thrag yoluyla clde edilmesi planlanan kaynaklar sicket bilangosunda
taginacagl icin ayn bir thrac rating raporu dizenlemeyip kredi derecelendirme raporu igerisinde analiz
edilmistir. [hrac edilecek tahvilin, teminat agisindan, sirketin diger yikiimliliklerne gore ilave digsal kefalet
saglanmis olunmasindan dolayt Uzun Vadeli Ulusal Thrac Nom ‘A(Trk)’ olarak sicketin Uzun vadeli
notundan daha yukarida reyir edilmigtir.

Makroekonomik veriler ve piyasa kosullanndaki dalgalanma, finansman maliyetleri ve tahsilat kapasitesi
actsindan sektdriin geneline negatif yonde etki etmektedir. Biitgelenen biiytime oranlan icin icsel 6z kaynak
yaratma kapasitesinin genigletilmesi, borglanma kapasitesi ve kaynaklan, sermaye diizeyi ve birikimli portfoy
hilyiime performanst ile beraber Covid-19 salgiminin yayginhk ve etkinlik seviyesinin kuresel ekonomiye ve
Tiickiye ekanomisine etkileri J[CR-ER rarafindan yakindan takip edilecek hususlardir.

Ortaklk yapisinda kontrolii elinde tutan Alunhas Holding'in firmays destekleme arzusu ve finansal
giiclilik dizeyi, Sitketin dlgegi, planlanan yatnimlann ve scktérel genislemenin saglayacagn katla dikkate
alinarak, Birikim Varhik Yénetim A.$.'nin ‘Desteklenme’ kategorisinde notu (2) alarak teyit edilmigtir.
Firmanin istlendifi riskleri kendi imkinlanna dayanarak yonetebilme yetenegi, icsel kaynak yararma ve
meveut sermayelesme ditzeyi dikkate alindiginda, Firmanin ‘Orraklardan Bagimsizlik *karegorisindeki nom
ise (B) olarak teyir edilmigrir,

Derecelendirme neticeleriyle ilgili daha fazla bilgl Kurulusumuzun hup://www.jerer.com.tr adresinden
safilanabilic veya Kurulusumuz Bag Analisti Sn. Orkun INAN ile iletisim kurulabilir.
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JCR Eurasia Rating, has reaffirmed notes on the Long-Term National Scale at ‘A-(Trk)’, the Short-Term
National Note at “A-2 (T'rk)’ with “Stable” outlooks and the Long Term International Foreign and Local
Curtency ratings were also assigned at ‘BB’ for “Birikim Varlik Yénetim A.§.” and the “Cash Flows
Relating to the Bond Issues®”. Other notes and details of the ratings are given in the left-hand column.

NPL Asset Management Companies within the regulation of the Banking Regulation and Supervision Agency
(BRSA), which operate for the purpose of purchasing the overdue receivables of banks and non-bank
financial institutions, and reconstructing them into the financial system, have assumed an important role for
the sustainability of the banking system and the stability of the country's economy.

NPL Asset Management services, which can be considered a relatively new service of non-bank financial
institutions are regulated by BRSA in Turkey. NPL Asset Management Companies, which purchase non-
performing loans from the finance sector-particularly the banks, and obtain the cash flow with the collections
from these receivables, play an important role especially in the improvement of the asset quality of the
banking sector. With the regulation exercises carried out by the BRSA regarding NPL Asser Management
establishment and activities, the legal infrastructure of the sector has been improved in terms of minimum
capital level and effective surveillance and control; establishment of information systems, risk measurement
techniques and internal control processes have become mandatory, In the light of these developments, the
insdrutional structure of the sector has improved and steps have been taken to increase the quality,
standardization and transparency of financial reporting, In addition, thanks to these regulations, the sector
has been given a positive momentum in order to ensure equality of competition.

The negative impact of mactoeconomic developments on the financial structure of the real sector put
pressure on the sector's debt collection ratio. Birikim Vatlik Yonetim A.$. has spread its porttolio distribution
to the individual and commercial segment base and has been able to maintain the low average risk
concentration level per customer with the contribution of the high number of active customers. As a result
of cumulative growth performance, portfolio size exceeded TRYS5bn. Maintaining the sustainability gained
via the positive momentum in the ratio of the collection levels to the total portfolio size, the successful bond
issuance and the diversity of funds, presence of additional access to external funds, asset quality, internal
resource gencration capacity, maintaining the sustainability gained through its stable management team and
prudent stance were effective in the affirmation of the rating on the Long-Term National Note at ‘A-(Trk)*
with “Stable” outlook by JCR-ER. No sepatate rating report has been compiled as the resources obtained
from the bond issue will be carried in the Company’s balance sheet and has been subject to analysis in the
corporate credit rating report. Due to additional financial collateral guarantee and the external bail in terms
of collateral which are provided for the tepayment of the bond issued by Birikim Varlik Yénetim, the note
as the Company's Long National Local Rating affirmed at ‘A (Trk)’for TRY dominated bond issuance which
is determined above the Company's Long-Term National Note.

The fluctuations in macroeconomic development and marker conditions affect the sector in a negative way
in terms of financing costs and collecton capacity, Expanding the capacity to create internal equity for
budgeted growth tates, debt capacity and its resources, capitalization level, and cumulative portfolio growth
performance along with prevalence & activity level of Covid-19 outbreak and its effects on the global
cconomy and Turkish Economy are issues that will be followed closely by JCR-ER.

Considering the willingness of the majority shareholder, “Alunhas Holding A.$" to support Birikim Varlik
Yénetm, its financial power and scale, the expecred contribution from planned investments and expansion
in the sector, the Company’s “Sponsor Support Grade” has been affirmed at (2). On the other hand, the
Group’s “Stand Alone Rating” has been affirmed at (B), indicating an adequate level considering its internal
resource generation capacity and the compositon and weight of external resources.

For more information regarding the rating resuls you may wvisit our interner site

http:/ /www.jerer.com.tr or contact our chicf analyst Mr. Orkun INAN.

JCR EURASIA RATING
General Manager
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JCR Eurasia Rating BIRIKIM
Corporate Credit & TN T . .
P . Birikim Varlik Yonetim A.S.
Issue Rating
TR Company Overview
Settor: NPL Assct Management Financial Data 2019%@ 2018 2017R@ 201700 2016%0  2015%0
s ) Total Assets (000 USD 46,932 54,794 3,051 86,154  B3463 70843
Publishing Date: 30/03/2020 otal Assets ( ) : ’ ! o
; Total Assets (100 TRY) 278,635 288265 11626 328281 204776 205,982
Chief Analyst
Ockun INAM Total Net Loans (000 TRY) 214979 245566 11,335 278,151 266,005 176,521
+90 21235256 73 Equity (000 TRY) 68,828 76,683 9,279 73,344 33,038 34408
rkininan(riere Net Profit (000 TRY) 3,208 14,052 761 14770 18635 16013
RATINGS Market Share (%) 948 11.20 b.m. 190 743 554
‘}:::5 3-':22 ROAA (%) 1.48 12.01 .. 595 9.33 11.58
Foreign Currency. BB B ROAE (%) 577 41.89 n.m. 2834 5344 7619
Local Cuprency B i Equity/Assets (%) 24.70 26.60 79.81 2234 1799 1670
Negative  Negative
Gurlook FERER. SRS Asset Growth Rate (%) 33 237949 na 1137 4311 4529
LC Negative  Negative _ —— o . ——
* End of Year, () Final Varlik Yénetim Ananim Sickets, (?) Birikim Varlik Y@netim Anonim Sicker
Isaue Rating n.a. ..
Loecal Rating A(Ts)  A-2(Tek) Birikim Varlik Yonetim Anonim Sirketi (hereinafter referred to as “Birikim Varhik” or the
Outluok Smble | Smble “Company”), formerly known as Final Vathk Yénetim Anonim Sirketi, founded activities with a
Issuc Rating AT A1 (I'rH) Banking Regulatory and Supervisory Agency (BRSA) license in 2016 and started its operations in 2017,
Sponsar Support 2 2 Completion of merge between Final Varlik AS. and Birkim Varlik A.$. has been registered to the
Stand-Alone B trade registry as of September 21, 2018. The Company maintains its operations by a staff force of 206

Foreign Currency BBB- =

Local Currency BRB- =

Negarive -
Quilook
L.C Negative

#Aflirmed by JCR on December 6, 2019
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employees as of FYE2019.

The Company, within the content of BRSA regulations, concentrates in the management of assets it
acquired via purchasing over-due receivables of banks and other financial institutions or taking them
on with respect to revenue sharing basis including the activities of collection and restructuring of them
as well as consultancy.

The Company’s real person shareholding structure covers 2 entities. The main controlling shareholder
(95.65%) is Alunhas Holding A.$ as of December 31, 2019 which is a leading institution in Turkey
operating in the jewellery, finance, energy, logistics, education and sports sectors as of. JCR Eurasia
Rating has reaffirmed Birikim Varlik’s National Local Rating as ‘A-(Ttk).

Strengths Constraints

e The level of provision providing a buffer to
absorb unexpected losses,

® [nternal resource generation capacity requiring
strong improvement,

® High level of financial expenses resulting
restrain profitability,

e Ficonomic dislocation caused by the COVID-
19 outbreak, potentially impact on asset
quality,

e Short term borrowing profile of the sector.

e High granularity matked by further improved
concentration level on client base,

e Majorty of the balance sheet items being
composed of carning assets contributing to
asset quality,

® Maintaining strong levels of liquidity level
through bond issue and credit line,

e Sustained collection capability as indicated by
large portfolio value

e Favorable tax advantages contributing
competitive positon with regard to cost
management supporting the bottom line,

e Sharcholder and Group suppott in both
financial and operational aspects,
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1. Rating Rationale

The Company’s independent audit report prepated in conformity
with Banking Repulation and Supervision Agency (BRSA)
regulations, statistical data on the sector produced by BRSA and
Public Disclosure Platform (PDP), JCR Eurasia Rating’s own
studies and records, informartion and clarifications provided by
the Company and non-financial figures constitute the major basis
of Birikim Varhk Yénetim A.5.’s ratings.

Turkish Non-Performing Loan Asset Management Sector
(AMCs) has been regulated and supervised by the Banking
Regulation and Supervision Agency (BRSA) since October 1,
2002 in Official Journal No: within the scope of the Law on
Restructuring of Debts to Financial Sector numbered 4743 were
regulated with Article 143 of the Banking Law numbered 5411
promulgated in the Official Gazette dated 01.11.2005 and
numbered 25983,

In the assignment of Birikim Varliks ratings, quantitative and
qualitative assessments regarding profitability figures, asset
quality, equity level, liquidity profile, efficiency and risk
management practices, the main shareholders’ financial and non-
financial positions along with expected support, growth strategy
and market shares have been taken into consideration.

Fundamental Rating Indicators are;

Sustainability through Moderate Risk Profile, Stability of
Management & Prudent Stance

Since its establishment in 2012, Bitikim Varlik (formerly known
as Final Varlik), as one of the first tmovers in the sector, has been
able to sustain its activities to date partly thanks to its moderate
risk profile and stability in its shareholder and management
structure.

The collection rate still maintained above the scctor averages
despite sectorial difficulties experienced durng FY2017 and
FY2018, improved client concentration level as well as the
management’s prudent strategy and stance to allow high level of
provisions have evidenced the level of the said risk profile.

Maintaining Market Share
Well-established Company enjoys assct growth over the past 6

years, experienced cumulative asset growth rate of 96.53 percent
in 2019-mantaining the market share and becoming 3% among
the 14 AMCs in terms of portfolio size.

Profitability Ratios Remained Resilient
Historically, Birikim Varlik is one of the most profitable financial

institutions in the sector with respective ROAA and ROAE
ratios thanks to its remarkable interest & fee and commission

income growth rates while the sector experienced unusually
sluggish growth in profitability ratios.

The Company’s interest income declined while expenses
maintaining durng FYZ2019 in line with the decrease in the
general interest rate level. While the Company was not affected
to a grear extent in the gross profit level, its net profitability
figures declined significantly.

Internal Resource Generation Capacity chuiring Stmng
Improvement:
Depending on the abovementioned factors regarding net profit

level, equity generation capacity of the Company has continued
to be impeded and exhibited a declining trend during the
previous years.

Well-Diversified Portfolio and Sound Asset Quality
The Company had a total assets size of TRY278.64 mn with a

distribution of 88.34% carning assets as of FYE2019 against
FY2018 year-end sector figure of 87.68%. The large weight of
earning assets in line with the scctorial dynamics contributes to
the Company’s asset quality.

The level of provisions compared to loan portfolio had also
exhibited a fluetuating pattern until FYE2019 but afterwards has
converged tnore to the sector averages. The Company’s
provision for losses covered 18.69% of total loan portfolio in
2019.

The Current portfolio of the Company provides sustainable cash
generation to meet its debt payments. The Company’s resilient
provisioning and profitability levels are foreseen to be the first
line of protection against unexpected losses.

Inherent Flexibility
Birkim Varlik’s cash flow generation and autonomous rate

provide liquidity management with significant finaneial flexibility.

Improvement in Liquidity Management
As for the alternative channels within the funding base, Birikim

Varlik has facilities to benefit from ample amount of frec lines
out of currently extended credit lines by many different banking
institutions. With the utilization of other funding channels via
issuing bonds dunng FY2019, the liquidity management was
cased.

Need for Progress in Corporate Governance Practices
Birikim Varlik is not subject to strong governance regulatons as

a non-publicly traded company. However, to establish
transparency and ensure that its customers have the access to
current information, the Company should disclose materials
concerning the organization.

Birikim Varlik Yénetim Anonim Sirketi

Adres: Bityiikdere Cad, Ozsezen ly Merkezi A Blok No:122 Kau5 Esentepe 34394 $ighi / Istanbul
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Satisfactory Debt Structure
In tandem with the sector, Birikim Varlik’s debt burden is

expected to remain manageable despite having TRY209.81mn. of
total debr outstanding as of FYE2019. Nonetheless lLimited
current equity level drives Birikim Varlik’s capital is vulnerable to
economic slumgp.

Short Term Borrowing Profile
The fact that the NPL AMCs has had short-term borrowing

structure as a major characteristic thereof holds true for Birikim
Varlik as well The short-term weighted receivables structure
together with maturity matching efforts within the concern of
interest rate ecxposure resulted in a short-term weighted
borrowing structure.

High Collection Rate
Histotically, the ratios of purchased cost to collections and

collection to total portfolio stood at 57.07% and 17.07%,
respectively. Birikim Varltk purchased non-performing loans
portfolio from Turkish lender banks worth TRY5,077mn. since
its establishments.

Low Customer Concentration Risk

Customer concentration tisk is one of the biggest risks in NPL
Sector. Revenue  diversification via

differentiated portfolio and reduction in customer concentration

Asset  Management

continues. Birkim Varlik purchases non-performing loan (NPL)
portfolio from domestic banks.

Moderate Risk Profile
Birikim Varlik’s board of directors detertnines the Company's

risk appetite and approves all general principles relating to sk
control, management and limits

Still Challenging Operating Environment

As fallout from the Covid-19 outbreak spreads around the
World, the global econamy has started to face a recession. The
sudden stop to economic actuvity due to quarantines, event
cancellations, and social distancing is going to result in a shock to
demand. Concerns over a liquidity shock will remain high despite
government and FED& ECB stimuli. Turkey was quick to enact
similar measures An unveiled a package of fiscal policy measures,
which was roughly $1bn. Dubbed as the Economic Stability
Shield, the package involves measures to relieve primarily
compamnies, including a six-month deferral of various taxes and
social security premiums, a three-month deferral of loan
repayments to public banks and other assistance for those
indebted to private lenders.

However, upside risks of weakened TL and downside risks to
growth also exert pressure on profit margins while continuing to

deteriorate asset quality through weakened debt-servicing
capabilities of the real sector.

chnlly Adequate While Below Sector Average Equity Level
Under the BRSA legislation, a Company’s paid-up capital musr
be minimum TRY20mn. The Company's equity amount
maintained has followed an upward trend during recent years due
to genemtinn of inrernal equity through retention of net profit.
Birikim Varlik s equity to total asset level stood at 24.70% as of
FYE2019. The Company could have mert the legal requirements
by far while below the sector averages.

JCR Eurasia Rating has reaffirmed the long term national local
rating of Birikim Varlik Yénetim A.3s as “A-(Ttk) and the short
term national local rating as *A-2 (Trk)’. JCR Eurasia Rating has
also assigned ‘BB’ for the long term international foreign
currency and local currency ratings within the JCR FEurasia
Rating’s notation system.

No separate rating report has been compiled as the resources
obtained from the bond issue will be carried in the Company’s
balance sheet and has been subject to analysis in the corporate
credit rating report. Due to additional financial collateral
guarantee provided for the repayment of the bond issued by
Birikim Varlk Yéonetim, the note of the Company's Long
National Local Rating affirmed at ‘A (Trk)’for TRY dominated
bond issuance. Issue ratings are assigned for both outstanding
and prospective debt instruments and incorporate assessments
until their maturites.

Significant factors that may be taken into consideration for any
future change in ratings and outlook status.

Positive — Sustained improvement in the (a) purchased cost to
collections and collection to total pottfolio tatios in the following
period (b) Strengthening in the debt to equity mtio (¢)
Controlling operational costs (d) Portfolio & Revenue
diversification through purchased loans and (e) Acceleration
conditions in NPL Asset management Sector could lead to
possible upgrades in the rating notes in the future.

Negative - Significant factors that may be taken into
consideration for any future negative change in ratings and
outlook status include (a) Deterioration in collateral ratio (b)
Downward ROAA and ROAE trends (¢) Weakening of the debt
to equity ratio (€) Slowdown conditions in the asset management
sector.

2. OQutlook

JCR-Eurasia has affinned “Stable” outlooks for the long and
short term national ratings of “Birikim Varhk Yoénetim

Bitikim Varlik Yénetim Anonim Sirket

Adres: Bitytikdere Cad. Ozsezen Iy Merkezi A Blok No:122 Kau5 Esentepe 34394 Sigli / Lstanbul
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Anonim §itketi” considering the onpoing cash inflow structure
from loan portfolio, sustainable level of profitability, growth
projections, asset quality, sharcholder structure, effective
operational workflow, maintaining market share.

The general key considerations which would impede the ratings
are (i) the sovereign rating level of Turkey, (ii) probable
adversities through downside risks to the already contracting
interest margin of the sector and (i) the level of COVID-19
outbreak impact on the sector.

JCR Eurasia Rating has also reaffirmed a ‘Negative® outlook on
the international long-term local currency rating perspectives of
Birikim Varlik Yénetim A.S., which is that of the long-term
sovereign rating outlook of the Republic of Tutkey.

On the other hand, resources to call upon for projected growth
rates particularly with regard to financing therein through
enhancement of internal equity generation capacity and results of
the planned bond issue on the Company’s financial statements
will be monitoring issues in the following perods.

3. Sponsor Support and Stand Alone

Sponsor support notes and their risk estimations reflect the
financial and non-financial state and expected support of the
major controlling shareholder of Birkim Varhk, Alonbas
Holding. Tt is considered that Company’s entity sharcholder has
the willingness to supply long term liquidity and equity within
their financial capability when financial needs arse and have
sufficient experience to provide productive operational support
to the Company when required.

The Stand-Alone Note has been constituted particularly with
respect to Birkim Varlk’s otganizational structure, level of
capitalization, asset quality, risk management and corporate
governance practices, market shares, growth rates and
profitability ratios and the developtent of existing risks in the

markets and business environment.

Under these assessments, JCR Eurasia Rating has reaffirmed the
Sponsor Support Note of 2’ teflecting the financial and non-
financial =~ states and realized/expected support by the
shareholders and has reaffirmed as well the Stand-Alone Note of
‘B’ with the opinion that Birikim Varlik has maintained its level
of adequate experience and facilities to manage the incurred risks
on its balance sheet without any assistance from its shareholders
provided that it improves its current customer base and
cffectiveness in the market.

4, Sponsor Support and Stand Alone
a. History

Final Varlik Yénetim A, acquired by family owned enterprise-
Altinhas Holding-in July 2012 with over 60 years of experience in
the education, retail, and real estate in Turkey; agricultural and
textile production for the industry abroad and subsequently
invested in the fields of financial sector. Final Varlik Yénetim
A5, was founded under BRSA licensing in 1Q2011 for the
purchase of receivables and other assets of banks, private
financial corporations and non-bank financial institutions,
collection of these assets from the debtor and their restructuring
as well as consultancy,

Birikim Varhk Yénetim A5, founded activities with a Banking
Regulatory and Supervisory Agency (BRSA) license in 2016 and
started its operations in 2017. Merger decision of Final Varlik
A5, and Birtkim Varlik A5, have been registered to the trade
registry as of September 21, 2018 and has been published in the
Trade Registry Gazette as of September 27, 2018, Birikim Vathk
Yénetim A9, operations are performed in Istanbul and it has no
tepresentative office.

b. Organization & Employees

The Company, formerly known as Final Varlk Yénetim Anonim
Sirketi, founded activities with a Banking Regulatory and
Supervisory Agency (BRSA) license in 2016 and started its
operations in 2017. Completion of merge between Final Varlik
A.5. and Birlkim Varlik A5, has been registered to the trade
registry as of September 21, 2018. The Company maintains its
opetations by a staff force of 206 employees as of FYE2019,

The Company, within the content of BRSA repulations,
concentrates in the management of assets it acquired via
purchasing over-due receivables of banks and other financial
institutions or taking them on with respect to revenue sharing
basis including the activitdes of collection and restructuring of
them as well as consultancy.

The Board of Birikim Varlik consists of five members with the
utmost shareholder Mr. Inan Alunbas serving as chairman and
Mr. Fahrettin Ozyapar as a general manager elected from among
its members Birikim Varlik’s management organization was
established through the decision of the Board of Directors.

The Company’s senior management consists of a pgeneral
manager and the departments of a legal consultancy department
individual and commercial collection, financial and administrative
affairs, analysis and operation, HR,

Unlike the sector tendency, Birtkim Varlik benefit from call
center due to its strategy of providing funding from different
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customer scgments. The ma}ority of employees have experience
in the field of finance promoting the quality of its services.

Birikim Varlik continues to work with 80 attorney's offices
across Turkey. These offices work within the scope of the
contractual relationship based on the fee payment according to
the legal service received.

c. Sharcholders, Subsidiaries & Affiliates

The following table provides the Company’s FYE2018-FYE2019
shareholder structure and realized changes over time.

E2019 (%)

Sharcholders EYE2018 (%)

Alanhas Holding A.S. 95.65
Inan Altnbag 0
Hiiseyin Altinbag 0
Ak Fakroring A.S 4.35
l’ l]udyum M'td(.ncﬂlk AS. ]
o — -

° Alnﬁl;nsl Hnldmg A 5

Altinhas Holding A.S., established under the guidance of Mr.
Inan Alunbas with the aim of creating market leader brands, has
an operational history dating back to the 19505 and over 60 years
Alunhas  Holding is the principal
shareholder of Alunbas Holding,

of sector ecxpetience.

The holding ecarries out its operations with both domestic and
overseas investments in the main fields of energy, finance,
jewellery, logistics, sports activities, textiles,
construction, and real estate. Group operations in the field of
education in particular have accelerated. The Holding’s main

education,

investment strategy 1s to invest in companies with a high growth
tendency in otder to strength profitably,

The table below shows shareholder structure of Altnhas
[lolding A.S. as of December 31,2019,

sharcholder Structure EFYE2019
Inan Altnbag 112,450,000
Hiiseyin Alunbag 112,450,000
Trona l¢ ve Dis Ticaret Damigmanhik A.S. 24.900,000
Final Alacak Yinetim Dan. ve Destek Hizm. A.S. 200,000
~ amomon

° Ak Falctorlng Anomm Slrketl

‘The Company operates in the Turkish Factoring sector since
1992 as a non-bank owned factoring company. Since 2006, the

Turkish Factoring Sector has been regulated and supervised by
the Banking Regulation and Supervision Agency (BRSA). With a
staff force of 40, the Company provides funding to its customer
portfolio via financing invoiced/documented receivables based
in Turkey.

The Company held a 0.53% market share in a factoring sector
worth TRY 37.02bn in FYTEE2019.

Ak Faktoring is one of the financial corporations under the
control of Alunhas Holding Anonim Sirketi. The paid-in capital
of Ak Faktoring increased to TRY 34mn as of FYE2019. On the
other hand, the Company planned to increase its paid-in capital
to TRY 50mn through internal resources in accordance with the
amendment will be made in the Law No. 6361. Details of the
sharcholding structure are displayed in the table below:

Sharcholder Structure 2019 (s) 2018 (%)
Alunhas Holding A.§, 99.99 99.99
Inan Alunbag =] =1
Hiiseyin Altunbag =1 =1
Final Alacak Ydnetim Dan. ve Destek Hiz. A5, =1 -
Paladyum Efitim Yayincilik Ing. San. Ve Tic. A8, - =1
Altinhas Gayrimenkul A. 5 '=*1 =1

d. Corporate Governance

Regarding the fact that Birikim Varlik is not a publicly traded
company, the corporate governance discipline is not a field that
is required to be taken legally into consideration with regard to
the Capital Market Law.

On the other hand, official regulations about NPL Asset
Management Companies along with BRSA’s enforcements of
strict regulation and supervision on the NPL AMC Sector have
provided the Company with a corporate organizational structure,
a comprechensive internal control system, and an internal audit
and risk management system. Hence, the Company has internal
audit and internal control departments which regularly repott to
the Board. The organizational chart of the Company consists of
two units structured to report to the general management. The
Company aligns all of its records and reports in line with BRSA
regulations and procures an independent audit service. The
perodical financial statements ate regularly disclosed to the
public via its website. The Company’s all information is securely
stored in an electronic environment that provides the needed
information to be reported and sufficient integration has been
performed between the departments of collection, law, assct
valuation, credit monitoring, financial affair, allocation and
operation.

Birikim Varhk Yénctim Anonim Sirketi
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There is no privileged share in the company capital. The owner
or his / her representative has 1 (one) voting right for each share
considering the provisions of the Turkish Commercial Code.

The Board of Birkim Varlik is composed of 5 members
including the general manager. It is concluded that the Board
Members have the adequate qualifications to administer their
duties and that the Board successfully performs its duties of
leading, supervising and inspecting. Additionally, Birkim’s
business activities and the current risks are audited by Alunhas
Holding’s Control director quarterly and internal the audit results
are presented to in the reports. There are no significant new
lawsuits that could affect the Company's operations during 2019.

Birikim Varlik’s website provides information and disclosed
documentation such as Company’s history, asset, scrvices,
references, legislation, trade registration, working principles,
documents related to the general meetings, HR policy, ethical
rules, social responsibility, mission and vision. The Company’s
annual financial results are kept in line with international
standards and financial results and eredit rating report are
disclosed to the public through the Company's website. On the
other hand, the dividend and disclosure policies and
remuneration policy regarding board members and executive
managers as well as articles of association and all of the general
assembly meeting records should be disclosed to the public via
the website to improve the level of compliance with the
principles of corporate governance.

The Company provides continuing in-service training.
Accordingly, the motivation of employees, continuity of their
development, eareer planning, cqual opportunities  and
performance-fee balance are the keystones of the Company’s
human resoutce policies.

5. Sector Analysis

The Asset Management Scctor has been regulated and supervised
by the Banking Regulation and Supervision Agency (BRSA) since
2003. Asset management Companies (AMCs), beginning in 2006,
have a serious role in the banking and other financial sectors of
Turkey through liquidating non-petforming loans (NPL) into
cash. NPL. AMCs are one of the structural ways that financial
system uses in restructuring their financials by solving their NPL
through a direct sale or in a form of revenue sharing,

The main drivers of the sector were banks and other financial
institutions realizing the benefits of selling NPLs and increasing
maturity and sophistication of AMCs in the market NPL
purchasing market has exercised rematkable growth over the
years with the rise in the figures of banks sclling portfolios,
entrance of new AMCs to the market, as well as banks selling

larger portfolios. In 2018, total bad receivables bought by AMCs
declined by 19% and realized at TRY 7bn. Main rationale behind
the decline was the increase in restructured loans by banks that
decreases the supply. Another reason was about prcing, where
the offers by AMCs in the tenders were lower than previous
years, due to the worsened asset quality of the banks’ portfolio.

The first portfolio sales related with Asset Management
Companies were provided with the transfer and assignment of
bank-owned receivables by the Savings Deposit Insurance Fund.
Asset  Management Companies increase the collection
possibilities of debts of all maturities acquired by tender from
banks and other financial institutions as a consequence of
restructuring. BRSA holds a very stringent and lengthy due
diligence process in order to issue the license required for
purchasing NPLs under the stated regulations, the minimum
paid-in capital per company has been increased to TRY 20mn.
NPL AMCs in Turkey are granted a five-year exemption period
from transaction taxes and certain legal fees by law.

Regulation changes of establishment and operating principles of
NPL Assct Management Companies came into effect as of
March 5, 2016. The law has presented positive developments in
the sector’s corporate structure, quality of financial reports,
standardization and  transparency, and the assurance of
competitive equality. This legal infrastructure is expected to
increase the efficiency of supervision and cffectiveness of audit
systems in the sector.

Under the stated regulations;

- The establishment and operations of AMCs has been
consolidated under a single law and these companies are defined
as ‘non-bank financial institutions’,

- Companies have been required to establish the necessary legal
infrastructure, information systems, risk assessment and internal
control systems in order to carry out effective supervision and
audit,

- Establishment requirements for new companies have been
aggravated,

- The minimum professional experience and cducation levels
required for the company board members, general managers and
assistant general managers have been updated.

The rates of entry and exit and change in ownership structure
and executive staff remain relatively low in the sector, The NPL
AMC Sector is based on intensive competitive working
conditions. The Sector 15 one of the mdustries that exhibit the
highest level of vulnerability to fluctuations in macrocconomic
circumstances and instability. Management policies in the sector
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become more difficult mainly stemming from changes in
economic conjuncture and regulatory pressures from the BRSA.

NPL Asset Management Companies buy non-performing loans
(NPL) from the banks with a tender offer at a high discount and
then they try to collect as much as they can via contacting
customers to convince them to pay back loans and negotiate
with them by pressuring them with laws to be enforced.

Typically, NPL. Asset Management Companies purchased loans
approximately 8-9% of the face value, which enables them to
negotiate much better with customers than banks. Selling loans
to asset management firms facilitate to bunch high & lower
quality debts and get rid of the bad debts and also to write off
the losses which bring tax advantage.

Non-performing loans portfolio of the banks is shown below:

Non-Performing Loans 2016

Dev. & Investment Banks 479 602 73z 1,618 2226

Participation Banks 4,335 3,175 3302 5075 7499

Government Banks 12,024 15,770 18,988 20,726 40,564

Fareign Banks 14 936 17,287 21,936 4,153 42717

Doamestic Privare Banks 15,766 21,046 22926 35717 55,526
Toul (0000/TRY) 9687 et
Source: BRSA

Consolidated financial results of the sector as of FYE2018 are
not disclosed by the BRSA yet. The following tables including
the data of 2018 and 2019 are prepared with reference to the
financial statements of the 5 main companies (Birkim Varlik,
Gelecek Varlik, Hayat Varlik, Siimer Varlik, Vera Varlik).

*Balince Sheet (TRY/000) 2019

Total Assets 3,227.134 1,680,584
Total Liabilibes

As of 2019, the total asser size of 5-Asset Management
Companies was TRY 3.22bn, with an equity of TRY 1.1mn.
Despite the macroeconomic volatility, the sector continued its
growth trend as in its last 10 years.

The bond market in Turkey has provided NPL AMCs with the
opportunity to diversify their funding resources since 2010. Non-
Banking Financial Institutions exhibit the fundamental
characteristic of obtaining funding externally and from the
Tutkish Banking System. However, their tendency to raise
funding from eapital markets via debt issuances is on an
mneteasingly upward trend.

The sector enjoys a small share across the wider Turkish
Financial Services Sector. Funds offered by the NPL AMC
Sector largely belong to companies that are subsidiaries of banks
or ones that have banks in among their wider group, making it
more difficult for non-bank affiliated Asset Management
Companies to carry out their intermediary function. The two
mains largest NPL AMCs, Geleeek (Giiven) and Hayat Varlik
(Turkasser), dominate the marker with approximately 50%
market share. A new legislation has been published in January,
2017 authorizing the BRSA to resolve the principles of state
banks’ such as TC. Ziraat Bankas: A.S., Tiirkiye Halk Bankasi
A5, and Tirkiye Vakiflar Bankasi T.A.Q. rcceivable sales to
AMCs. State banks’ portfolios are expected to be traded in the
matrker.

Recent legislative regulations reinforced the representative
capability by gathering AMCs under a single roof. Thanks to the
aggravation of establishment requirements for new companies
and enhanced professional experience and education levels, the
quality of the sector has improved Turkish NPL. AMCs. Sector-
wide high profitability rates and the high growth potential due to
the small size of the Asset Management Companies in the

Turkish financial markets triggers the rating formation.

Asset My went Compunies — March, 2020

ADIL VARLIK YONETIM A S
2 ARMADA VARLIK YONETIM A S,
3 ARSAN VARLIK YONETIM A5
4 BIRIKIM VARLIK YONETIM AL,
5 BIRLESIM VARLIK YONETIM AS.
6 BOGAZICH VARLIK YONETIM A8,
7 DENGE VARLIK YOMETIM AS
H DOGRLU VARLIK YONETIM AS.
9 EFES VARLIK YONETIM AS.
10 EMIR VARLIK YONETIM A 5.
11 GELECEK VARLIK YONETIM AL
12 HAYAT VARLIK YONETIM A S,
13 HEDEF VARLIK YONETIM A 5.
14 ISTANBUL VARLIK YONETIM A%,
15 MEGA VARLIK YONETIM AS.
16 MET-AY VARLIK YONETIM A8,
17 SUMER VARLIK YONETIM A%
18 VERA VARLIK YONETIM A%,
19 YUNUS VARLIK YONEIIM AS.

Saurce: BRSA

Birikim Varhk Yénetim Anonim Sirketi

Adres: Bilyiikdere Cad. Ozsczen Ig Merkezi A Blok No:122 Kat:5 Esentepe 34394 Sigli / lstnbul

aals » LU A ZEE IO AR



@ JCR Eurasia Rating

6. Financial Analysis
a. Financial Indicators & Performance
i. Indices Relating to Size

Following the the currency shock occurred in 2018, Turkish
cconomy encountered a fluctuation in macrocconomic level,
especially in the last quarter of rhar year. 2019 was a year to focus
on growth, budget balance and currency stabilization. Proactive
steps taken by central bank to cut interest rates helped the real
sector to reach cheaper resources to step on the gas again,
Despite  the worsened macroeconomic indicators, Turkish
economy achieved to grow in 2019 modestly, at 0,9%. The 6%
growth in the last quarter was main determinant for the growth
rate of 2019. Parallel to that, especially starting from the second
half of 2019, loan growth in financial markers made a upside
turn, as an indicator of positive expectations for the current year
as well. One of the resident damages on the economy was the
higher NPL ratio of the banking scctor. For asset managermnent
companies, higher NPL can be transformed as an increase in
supply of raw material, points out a decline in purchasing costs.
On the other hand, a worsened macro economy is an indicator
of decreasing capability of collections.

The graph below shows the trend of Non-Performing Loans of
Turkish Banking Seetor, which can be named as ‘taw material’
for asset management companies.

B8 NPL 7 (Banking)

" 4.0

/a& i

: - 4.0

e —— 3.87 L 3.0
3.24

295 2.0

- 1.0

. T : v . ' 0.0
2013 2014 2015 2016 2017 2018 2019

- e —— + p—
2.75 2.85 3.08

Source; BRSA

It is scen that the non-petforming loans ratio of banking system
is in an increasing trend. In 2019, the ratio reached to 5.26%.
The asset management companies are thought to be in a suitable
economic environment for increasing their asset size. In
addition, even though the increase on the supply side of
problematic receivables is likely to have a positive impact on the
costs of asset management companies, the correct evaluation of
the collection capabilities is being important for sustainability of
profirability and asset quality.

Birikim Vaclik is a large size scale institution with a share of
9.88% in FYE2019 and 11.20% in FYE2018 among the 14 asset
management companies. The sector is dominated by 3
institutions with the share of 65.33%. While the 14 asset
management companies had a FYE2019 annual portfolio growth
rate of 13.79%, Birkim Vadik’s annual portfolio growth rate
stood at 2.30%,

Birikim Varlik experienced an annual asset growth of -3.34% to
as of December 31,2019, raising total assets to TRY?278.64mn.
(FYE2018: TRY288.27mn). The Compound annual growth rate
of Birikim Varlik between FYE2019-2013 was 96.53%.

=] ANNUAL

CUMULATIVE

Growth Rates % - 3,000
2,379.49 - 2,500

4529 107.92 4444 96.53 |

—

-91.80 -3.34

2014 2015 2016 2017 2018 201%

The Company’s resource distribution development continued its
flat pattern with regard to its equity which decreased by 2.44% to
24.70% of its total resources as of FYE2019.

OEquity B Non-Costly Liabilities 0O Other Borrowing

Resource Distibution % |

r 100%
: 4 ‘ 26.40 24.70 0%
. A Terwamal : B | a0z
. m T XN | 0%

r 60%
- 50%
- 40%
J05%
205
- 10%
" 0%

2013 2014 015 2016 017 2018
ii. Indices Relating to Profitability

The Company realized a net profit of TRY3.30mn at the end of
2019, remarkably lower than the previous year's net profit of
TRY14.05mn.. The contraction in net profit figure stood at
326.08% and was principally driven by remaining interest
expenses at the same level while there is a contraction in
operating income. Additionally, the decline in profitability of
2018-19 was mainly emanated from inclined level of provisions
for loan portfolio. The provisions were mainly caused by changes

Birikim Varlk Yonetim Anonim Sirketi
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in TFRS 9 transition process. In terms of collection capacity, the

Company overperformed the previous year’s results,

O Interest Rate for Costly Liabllities (avg.) %

© |[nterest Rate for Eaming Assets (avg,) %
4— Margin %
Interest Margin 7% |

60,99 o 10
54,95 40.0
0.0
37,40 40,0
271 29.13
2] 42;. = JD-E
82 [ 200
11.82 _____..-'-'""-F' / 25.8
—_— 0.97 | 10.0
9.59 ] i
2015 2014 017 018 2019

Net Interest Income (NII) is applied to the key revenue
generating activities of the Company as follows. Interest rates for
carning assets stood at 54.95% while interest rate for costly
liabilities was 25.82% in FYE2019.Consequently, the Company’s
interest margin stood at 29.13% in FYE2019.

ONet InterestIncome / Total Income

ONet Fee and Commision Income / Tolal Income
BTotal Operating Income / Total Income

- 100%
I 80%
- 60%
P 40%
L 20%
0%

[ -20%

=407

- -60%
The driving force behind the growth performance is the interest
income, constituting the 98.08% of the total income generation
in FYE2019.

O ROAA (% 8 ROAE (%
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Accordingly, the Company’s profitability ratios of ROAA and
ROAE sharply deteriorated to 1.48% and 12.01%, respectively,
from 44.24% and 5.77% at the end of FY2019.

o Total Operaling Expense / Total Income (%)

- 70%
67.42% 57.86%%
60%

4 £0.00% :
. ; 45.24% i
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e . i
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The total operating expenses to total income coverage increased
to 57.86% in FYE2019 from 46.24% in FYE2018. The
Company’s high operating expenses level compared to the total
income amount resulting mainly from its current scale of
business continued to remain above the sector average.

+ Pre-Tax Profit/Tofal Income %

24.33% 33.78% 28.81% 17.19% 500%
e ——— N —g | 0
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In accordance with the above fact, the pre-tax profit generation
capacity of the Company’s total income has been positioned at
levels well below the sector averages,

b. Asset Quality

Due to upward trend level of NPLs and correspondingly
growing pressure over the CAR, Turkish banks sold ovet
TRY10bn, their non-performing loans durng 2019, Birkim
Vatlik mainly tatgets distressed assets transfer from Turkish
corporates and individual customers, where competition is
intense, in particular from bank-owned NPL AMCs,

Birikim Varlik Yénetim Anonim $irketi
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The Company’s asset quality is linked to two main factors. One
is the valuation and collection projections related to the loans in
the portfolio. The Company eomputes the net present value
(NPV) of the overdue receivables at the effective interest rate
ealeulated over the collections projections at the initial purchase
date. While the positive values between the ealculated collection
projection of the loan portfolio and the NPV of the portfolio are
recorded as 'interest received from the loans', and provisions are
made for the negative values. Therefore, the higher projections
lead to lower provisions thus the portfolio becomes healthier.
The collection projections are made by Birikim Varhk itself,

based on the market experience and calculations.

The Company had a total asset size of TRY278.64mn with a
distribution of 88.34% carning assets as of FYE2019. The large
share of earning assets within the balance sheet structure in line
with the sectorial dynamics continues to be assessed as a factor

to contrbute to the Company’s asset quality.

8 Teotal Earning Assets / Tolal Assets

ability of the portfolio decreases, the Company will have an extra
room to absorb possible losses in asset quality.

Another factor for the asser quality reveals during the process of
putchasing the loans. Obviously, the Company’s projections may
not to be equal to the realized values and the portfolio may be at
worse than the expected collection capacity. In order to prevent
the likelihood of encountenng a less healthy portfolio, the
Company expects to purchase the loans at better deals.

o Net Loan / Total Equity (X)
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Birikim Varlik’s net loan portfolio to total equity ratio stood at
3.12x in FYE2019 which is the below of average between
FYE2015 and FYE2019 (4.12x) with the exception of since
FYE2018. The provision allocated for non-performing loans in
the portfolio was TRY49.4mn. in FYE2019 and TRY22.98mn. in
FYE2018. The difference caused by new implementation of
IFRS 9 standard in which the loans classified under 3xd phase,
named default category.

c. Funding & Adequacy of Capital

Birikim Varlik’s paid-in capital increased to TRY 40mn after the
consolidation observance of the televant BRSA rcgulatory
obligations together with the profit reserves and improved

97.50% ;:gs% profitabilicy.
95-.44% 94%
91.42% [ %% e Equity / Total Assets %
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Historically, the ratios of purchased cost to collections and | 200
collection to total portfolio stood at 57.07% and 17.07%, -
respectively. Birkim Varlik purchased non-performing loans w4 15 2006 2017 2018 2019 ‘
portfolio from Turkish lender banks worth TRYS5,077mn. since
its establishinents. Tt indicates that in a case where the collection
Birikim Vatlik Yénetim Anonim Sirketi
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Following a period during which the Company’s equity to total
assets ratio had exhibited an upward trend, peaked at 27.15% as
of FYE2018 and stood at 24.70% as of FYE2019.

a |nfernal Equity Generation / Previous Year's Equity (%)
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The fact that the Turkish NPI. AMC Sector has had short term
borrowing structure as a major characteristic thereof holds true
for the Company as well. The short-term weighted receivables
structure together with marturity matching efforts within the
concern of interest rate exposure resulted in a short-term
weighted borrowing structure. The Company's total liabilides
drop by 0.84% to TRY209.8mn. in FYE2019.

47.44 %, 25.02% and 27.53% of total liabilities were composed
of bank loans, issued bonds and other debts, respectively in
FYE2019. Borrowing to banks still remains the major source of
financing of the Company’s operations.

The loan principal used from Halk Leasing with the sell back
lease method of TRY5.9mn, is included in other liabilities.

At the Ordinary General Assembly Meeting of 2018, it was
decided to distribute 10 million TL to the shareholders, and on
17.07.2019 profit distribution was made to the shareholders.

The maturitics of asscts and Habilitics are reasonably matched
and JCR Eurasia Rating considers refinancing risk to be limited.

7. Risk Profile & Management

a. Risk Management Organization & its
Function — General Information

Birikim Vatlik’s balance sheet was composed of mainly loan
portfolio on the asscts and short-term borrowings on the
liabilities side and its financial results are primarily exposed to
interest risk and eredit risk. The main strategy of the Company in
managing the mentioned risks is the efficient management of its
operations and consideration of funding alternatives between

liabilities and equity in order to increase the profitability of its
operations. The Company’s business model is collecting the
unpaid receivables purchased from banks and financial
institutions. When the debt service performance of the
purchased receivables below the expectations, it may have a
significant negative impact on the Company's business, financial
status, operating results or outlook.

Receivables and bank loans are the major obligadons of the
Company, which is exposed to market, X, interest and other
operational risks, derived from the use of financial instruments.
The Board of Directors is responsible to take the required
cautions in management and supervising the activities of the
Company.

The risk management policies of the Company are monitored by
the Internal Contro]l Department and measures to be taken are
reported to the Board of Directors. Operation, law, finance units
are formed in the organization structure. Purchased receivable
portfolios are the most significant financial instruments of the
Company’s payable and receivable obligations. Assets evaluation
department monitor the operational risks of all activities at the
moment of transaction via an internal control method. Within
the current Company structure, no provision has been made to
compensate for operational risk. The operations of the Company
are followed closcly on a daily basis. Additionally, on a yearly
base, Company operations are audited by Independent Auditing
firms on a 6-imonth basis.

b. Credit Risk

The asset evaluation committee formed by the decision of the
Boatd of Directors is subject to both legal and financial valuation
of the rsks to be purchased. The Company has a credit risk
strategy created in accordance with the board and credit
committee decisions which arc taken within the scope of market
conditions as well as the company’s risk appetite and the level of
sources available for purchase operations. Credit sk 1s
continuously monitored through credit risk management
methods developed for the processes before credit monitoring.

The Company’s major interest-bearing assets and liabilities are
receivables and borrowings from banks and bond issuances.
Interest rates of the Company’s receivables and payables are
almost completely changed at the end of their term (fixed
interest rated) and the Company tries to minimize the interest
rate osk through due date matching efforts of its receivables and
payables accordingly. The Company’s interest rate risk exposure
has a high manageability due to its asscts and liabilities with
similar repricing maturities and its interest margin.
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c. Market Risk

The Company is not subject to market and operational nisks
reporting due to its status as an "Asset Management Company”.
Additionally, the Company has no net foreign exchange position
as of December 31, 2019.

d. Liquidity Risk

The Company’s contingency funding plan is reasonably
accessible during times of financial hardship. At the basis of the
Birkim Varlik in liquidity management is the balance between
the collections from the purchased loans and the repayment
period of the loans used from the banks. When the company's
contractual revenues and projections and liabilities to be paid
together are classified according to their maturities.

2019-Balance Sheet shows that the liquidity risk the Company is
exposed to is at 2 manageable level.

8. Budget & Debt Issue

Within the framework of projections and budgeting activities of
Birikim Vatlik, the financial assumptions and estimations
spanning the year FY2020-21 have been established. Birikim
Varlik has projected a moderate slowdown in asser size in
FY2020. The cutrrent projection includes new portfolio expenses
of TRY25mn. and TRY50mn. during FYZ2020 and FYZ2021,
respectively. The funds will enable the company to purchase new
distressed portfolios from financial institutions.

o Cumulative Equity Growth Rate 7%
—0—Cumulative Asset Growlh Rate 7%

4 - Cumulative Liability Growih Ratle %

200 145.50
151.90 150.57
i&b : \ 138,30 13830 3039
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100 i e B N ssm 5987
! —_— 0" __ .
03 ; 7019 6948 egy7 7651 T=iIoes
0 ? AT T T T 38, 7 ——, 45
.50 1213
.‘?35"*“ -92.41
]-vus
-150
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Integrating the above stated projected cumulative assets growth
rate of 59.59% between FFYE2013 and FYE2021. In this
structure plan, the capital adequacy ratos such as equity to total
assets and equity to total liabilities based on the assumptions and
parameters are expected to fluctuate between 27.83% & 29.60%
and 38.57% & 42.05% as of FYE2020-21, respectively.

2021e 2020e
Partfolio Collections 160,752 133,960
Portfolio Costs () 31,653 26,378
Dpﬁ*mrinnﬂl Profit / Loss 79,475 64,268
Pre-tax Profit 17,810 10,627

Accordingly, we, as JCR Furasia Rating, believe that the
Company has the potential to fulfil its obligations that will stem
debt insttument issuance in a tmely manner and without
experiencing a financial distress depending on the preservation
of its market efficiency and income streams as well as absence of
severe flucmations in the financial markets.
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BIRIKIM VARLIK YONETIM A.S FY EY FY FY FY FY
el M(:)-;J:;';\;:? MENE 2019 2018 2017 2016 2015 2014
Net Interest Income 74,404.00 | 88,507.00 | 1,283.00 | 58,512.00 |50,544.00 |23,407.00
a) Interest [ncome 122,606.00 | 137,072.00 | 1,283.00 | 85,635.00 | 65,999.00 | 34,189.00
b) Interest Expense 48,202,000 | 48,572.00 (.00 27,123.00 | 15,455.00 | 10,782.00
MNet Fee and Commission Income -4,017.00 | -2,542.00 0.00 2,821.00 | 5,402.00 | 920.00
T — 0.00 0.00 000 | 484800 | 650000 | 1,402.00
b) Fee and Commission Expense 4,017.00 2,542.00 0.00 2,027.00 | 1,098.00 | 482.00
Total Operating Income 5,475.00 | 17,622.00 |-1,257.00 |19,770.00 | 3,645.00 | 4,590.00
Net Trading Income (+/-) 5463.00 | 18,759.00 41.00 0.00 0.00 0.00
fiaieian Bachangs Gl o7 Lo 60 B3 1200 | -113700 | o000 | ss57.00 | 12700 | 109.00
Giross Profit from Retail Business 0.00 0.00 0.00 0.00 0.00 0.00
Premium Income from Insurance Business 0.00 0.00 0.00 0.00 0.00 0.00
Income on Sale of Equity Participations and Consolidated Affiliates 0.00 0.00 0.00 0.00 0.00 0.00
Gains from Investment Securities (Net) 0.00 0.00 0.00 0.00 0.00 0.00
Other Operating Income 0.00 0.00 -1,298.00 | 19,213.00 | 3,518.00 | 4,481.00
Taxes Other than Income 0.00 0.00 0.00 0.00 0.00 0.00
Dividend 0.00 0.00 0.00 0.00 0.00 0.00
Provisions 27,767.00 | 37,157.00 | 774.00 |20,911.00 |14,265.00 | 5,276.00
Provision for Impairment of Loan and Trade Reccivables 27,767.00 | 37,157.00 | 774.00 |20,911.00 |14,265.00 | 5,276.00
Orther Provision 0.00 (.00 0.00 0.00 0.00 Q.00
Total Operating Expense 43,895.00 | 48,424.00 13.00 |36,825.00 | 25,195.00 | 16,605.00
Salaries and Employee Benefits 25418.00 | 26,376.00 13.00 |16,353.00 | 13,346.00 | 8,710.00
Depreciation and Amortization 0.00 0.00 0.00 737.00 532.00 468.00
Other Expenses 18,477.00 | 22,048.00 0.00 19,735.00 | 11,317.00 | 7,427.00
Profit from O perating Activities before Income Tax 4,200.00 | 18,006.00 | -761.00 |23,367.00 |20,131.00 | 7,036.00
Income Tax — Current 772.00 2,357.00 0.00 4,732.00 | 4,034.00 | 147200
Income Tax — Deferred 130.00 1,597.00 0.00 0.00 84.00 33.00
MNet Profit for the Perdod 3,298.00 | 14,052.00 | -761.00 |18,635.00 | 16,013.00 | 5,531.00
Total Income 75,862.00 |104,724.00 | 26.00 |81,103.00 |59,591.00 | 28,917.00
Total Expense 43,895.00 | 49,561.00 | 13.00 |36,825.00 | 25,195.00 | 16,605.00
Provision 27,767.00 | 37,157.00 | 774.00 |20,911.00 |14,265.00 | 5,276.00
Pre-tax Profit 4,200.00 | 18,006.00 | -761.00 |23.367.00 | 20,131.00 | 7,036.00
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BIRIKIM VARLIK YONETIM A.$

FINANCIAL RATIOS %

1. PROFITABILITY & PERFORMANCE
1. ROA - Pretax Profit / Total Assets (avg,) 1.48 12.01 -0.50
2. ROE - Pretax Profit / Equity (avg.) 5.77 44.24 -2.63
3. Total Income / Equity (avg.) 104.27 257.28 0.09
4, Total income / Total Assets (avg,) 26.76 69.84 0.02
5. Provisions / Total Income 36.60 3548 2,976.92
6. Total Expense / Total Liabilities (avg.) 20.83 45.37 0.01
7. Net Profit for the Period / Total Assets (avg.) 1.16 9.37 -0.50
8. Total Income / Total Expenses 172.83 211.30 200.00
9, Non Cost Bearing Liabilities + Equity- Non Earning Assets / Total Assets 22.06 21.26 78.85
10. Non Cost Bearing Liabiliies - Non Earning Assets / Total Assets -2.64 -5.34 38.19
11. Total Operating Expenses / Total Income 57.86 46.24 50.00
12. Net Interest Margin (avg.) 29.83 67.03 0.91
13. Operating ROAA (avg,) 18.49 44.40 -0.50
14. Operating ROAE (avg.) 72.02 163.56 -2.63
15. Net Profit Margin 4.35 1342 -2926.92
16. Operating Activities / Total Income 5.54 17.19 -2,926.92
17. Growth Rate -3.34 2,379.49 -96.06
I1. CAPITAL ADEQUACY (year end)
1. Equity Generation / Prior Year’s Equity - 14.54 9.31 -44.83
2. Internal Equity Generation / Previous Years Equity 4.30 21.33 2044
3. Equity / Total Assets 24.70 27.15 18.85
4, Equity / Total Liabilities 32.81 37.26 2323
5 Free Equity / Total Assets 16.81 20.48 18.04
IV. ASSET QUALITY
1. Total Provisions / Profit Before Provision and Tax 86.86 67.36 5,953.85
2. Impaired Loans / Gross Loans 18.69 8.56 n.m.
3. Impaired Loans / Equity 0.72 0.30 nm.
4. Total FX Position / Total Assets na. na. n.a.
5. Total FX Position / Equity n.a. na. na.
6.Net Interest and Commission Income / T.Asser 25.26 29.82 11.04
7. Total Earning Assets / Equity 357.64 329.61 239.79
Birikim Varlik Yénetim Anonim Sirketi 16

Adres: Bitylikdere Cad, Ozsezen s Merkezi A Blok No:122 Kut:5 Esentepe 34394 Sigli / fstanbul
TIf 2490 (212) 355 19 00



00 61 ss¢ (T12) 06+ L
maues] f 788 peepe advuasy gory ggron Joud v 1zaepapy ST wazaszg (pe) wapyning sapy
LT NI WINOUY WHAU0X JIPTA Whnig

ﬁ.ﬂ._m - .___”n_ﬂn.r. _ u—ﬂ.ﬂ—m - ﬂam_u_ﬂuﬂ - U—..mﬂm - u.—#.n_.r... - u_.a.—u_uﬂ.uz - JEEZ - .._.?._._.&u_fm |u|_
Heapngy T
g 2 NI _ = e g Hqag E S - s - Anmifany = Ay . AanEEan o z
-4l - “§IEHL _ g il - i = ki = Rt = “SITEL - “§IRIL = g Aauaangy aery w
4t = ~Hef _ “H#H : e - “HHH - il - “SE4EE - ~SAikl - “Hgdg fonsapny uliasoy
ol = 8} _ " = i z | = i = fl = H D i REORES
T T : - z z T z = T T noddng rosuodg
LT TN ) o) GIEE) ) 1) {m1) ep) 1) ET L {21) [ET ] £ fap) [ETRY { Suiveif a0se]
eV “HElH eV -“Hi £V a94 W +H4E v W N B N A W ) % W i b
aamssi] AU anmeng  sarms] | EIg e IS Aarmin,| _ IS Aejerg pgers ARG g AEIS R AgEIS _ Neqery aqrIg HOOPNC) m
1) L) (L) ) (p) ) el ETEM £ (1} ) (L) L) (30) [pd ) (L) ) e e E
(5 ~dEH e\ “HHH {5 ) HHA e +HHd 5, ' =X N o i TN N &, L '
T G} T U e uu -4 U U " Tu S T il B T eu T p.._.c.zcﬂ ANS§|
JjqE uE QIS IS eI B Aaeas, ey AYEIS g AGEIS aey | ameay damdany | oaansfag 2amiay _ samedony  aaag G|
qoopngy =
e g LS NGess Apgels EIS Qg g eI g e squg | oaamedenp  asmfang | oaaneSan  asaiig _ sanrdan s 2l =
T ] ] B T 141 T R U b o] T ] wo TU B T ru §HF Funey anssp m
£y -A%d £y “HHEIE e “H1H8 £y “HHH £ “H £ 55 £y “SLElH £V - il 5l Ay Iy
£V a4 o - £V A £y g £V Bl £ -HHg £V - £y 8Tl i il dateemsy 1oy
£10Z ¢ S [ PIOT ‘T Augy ST0E °F 1edy 910z [y LT0E 8T T SI0TIT g™ SHOTLT 22920 GITOT YEaEp E0TTE YWIep
), (LIRS W] ] g =T (iR Ay Qg (LR A Ry Wy LB, wuay, Ay, (LTee Wy
HOLg Fuorp noag ooy BOYS Suoy RS o uogg By nouyg Buor| NI Huory TS “ducry BITET T Suncy wmseang yof

Sy WNIL0 L MO A (B SV W00 4 AT A g i ponssy sSuney

08 prionty g codn pasn et ..
Suney eisena uar (TED)



