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INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors of

Para Finans Factoring Hizmetleri A.Ş.
Introduction

We have audited the accompanying balance sheet of Para Finans Factoring Hizmetleri A.Ş.(“the Company”) as of 31 December 2010, and the related statements of income, statement of changes in shareholders' equity and cash flow for the year then ended and summary substantial part of accounting policies and footnotes. 
Description for the Responsibility of the Board of Directors of the Company:
Board of Directors of Company, is responsible for preparing and creating of an internal control system, selecting and applying appropriate accounting policies of financial statements in accordance with regulations, description and circulars published by Uniform Chart of Account and Prospect with Content of Publicly Announced Financial Statements Communiqué Implemented by Financial Leasing, Factoring and Financing Companies published in Official Gazete dated 17 May 2007 and numbered 26525, Financial Reporting Standards of Turkey with Accounting Standards of Turkey and Banking Regulation and Supervision Agency ("BRSA").
Auditor’s Responsibility


As independent auditors, our responsibility is to express an opinion on the audited financial statements. Our audit was performed in accordance with The Regulation on Authorization and Activities of Independent Audit Firms for Banks published in Official Gazette numbered 26333 and dated 1 November 2006 and international auditing standards. Independent audit was planned and performed in order to obtain reasonable assurance for the financial statements free from significant errors.  In independent audit; audit techniques were applied for collecting evidence about amounts and explanatory notes in financial statements; these techniques were left to the initiative of the independent auditors, however, appropriate audit techniques were determined considering effectiveness of internal controls during the process of preparation and presentation of financial statements and assessing the appropriateness of adopted accounting policies. However, our goal is not to give an opinion on the effectiveness of internal control system but explore the relationship between internal control system and financial statements prepared by management of the Company in order to design audit procedures accordance with the conditions. Sufficient and appropriate audit evidence for the creation of an independent audit opinion indicated below was provided.

Conclusion
In our opinion, the attached financial statements, in all significant respects, were reflected the financial position of the Para Finans Factoring Hizmetleri A.Ş. as of 31 December 2010 and results of operations and cash flows ended on the same date in accordance with regulations, directives, descriptions and circulars about accounting and financial reporting standards published by BRSA.   
13 April  2011,
 Istanbul, Turkey
Can Uluslararası Bağımsız Denetim ve S.M.M.M. A.Ş.

A Member Firm of INPACT International

Mustafa KÖSE
Partner
Dünya Ticaret Merkezi A2 Blok 
Floor: 16 No: 458 Yeşilköy – İSTANBUL
1 ORGANIZATION AND NATURE OF OPERATIONS

Company information
Company Name
: Para Finans Factoring Hizmetleri Anonim Şirketi 

Trade Registration Number 
: 384935

Tax Registration Number 
: Hocapaşa V.D. 721 006 5586

Date of Establishment
: 29.12.1997

Permit Date
: 12.11.1997

Registration Date
: 29.12.2007

Capital
: 11.000.000,00- TL

Address  
   : Tekstilkent Sitesi, Turgut Reis Mahallesi, Barbaros Caddesi, Koza            Plaza, B Blok Kat:22 Ofis No: 80-81-82-83 34235 Esenler/İstanbul
Phone Number
: 444 4 909
Fax Number
: (0212) 438 44 30
Internet Address
: www.parafinans.com.tr

Shareholding Structure
Capital structure of the Company according to the scale of attendance dated 30 April  2010 is as follows;

	
	31 December 2010

	Shareholders
	Share Amount
	
	Share Rate %

	Yakup Değirmenci
	9.986.800
	
	90,79%

	Hatice Değirmenci
	11.000
	
	0,10%

	Tarık Değirmenci
	1.000.000
	
	9,09%

	Abdullah Erdin
	1.100
	
	0,01%

	Abdulkadir Turan
	1.100
	
	0,01%

	Total
	11.000.000
	
	100


Üst Düzey Yöneticiler
1) Yakup DEĞİRMENCİ 
: Board chairman
2) Tarık DEĞİRMENCİ

: Member of the Board and Chief Executive Officer
3) Abdulkadir TURAN

: Board member
4) Abdullah ERDİN

: Board member
Number of Employee
 : 90 Persons
Legal Auditor
: Birkan ORDU
Participations
: The company has  Available For Sale Financial Assets . Ref. Note 6
2
BASIS OF PRESENTATION OF FINANCIAL STATEMENTS
2.1
Basis of Presentation
2.1.1 
Accounting Standards
The Company prepared it's financial statements according to the CMB's Serial: XI No: 25, "Accounting Standards in Capital Markets Communiqué" (Communiqué XI-25) until 31 December 2007 and CMB's Serial: XI, No:29, "Principal Communiqué of Financial Reporting in Capital Market" until 1 January 2008 to 30 September 2008 which entered into force on  1 January 2008. In accordance with the CMB's decree dated 9 January 2009 and numbered 1/33, capital market instruments have decided to  preparation and announcement of financial statements of financial leasing, factoring and financing companies in accordance with the formats specified by BRSA.

Therefore, the attached financial statements have prepared in accordance with "Uniform Chart of Account and Prospect with Content of Publicly Announced Financial Statements Communiqué Implemented by Financial Leasing, Factoring and Financing Companies" published by BRSA in Official Gazete dated 17 May 2007 and numbered 26525,  Financial Reporting Standards of Turkey (IFRS) and Accounting Standards of Turkey (IAS) came into force with Accounting Standards Board of Turkey (TASB) and reporting principles, declaration, description, and circulars (collectively, "Reporting Standards ") issued by BRSA.
As of 31 December 2010, the Company's organized balance sheet and income statement for the period ended on the same date have been approved by the Board of Directors of the Company with decision dated 18 February 2010 and numbered 2011/5.
2.1.2
Functional and Reporting Currency
The Company's functional currency and reporting currency is TL.
Based on the decision of CMB dated 17 March 2005 and numbered 11/367, the financial statements were subjected to inflation accounting as of 31 December 2004 in accordance with IAS 29 (Financial Reporting in Hyperinflationary Economies). Therefore, non-monetary assets and liabilities in the balance sheet dated 31 December 2010 were considered with inflation-adjusted values until 31 December 2004, inputs after this date were taken into consideration with their nominal values.

2.1.3
Accounting Estimations 
The preparation of financial statements in accordance with Reporting Standards requires management to take decisions about implementation of policies and amount of reported assets, liabilities, income and expenses and to make estimations and assumptions. Actual results may differ from those estimates.
Estimates and underlying assumptions are reviewed continuously. Updates on accounting estimations are recorded in updating period and subsequent periods affected by those updates. The main notes of estimations used are as follows:
Note 4 - Financial assets at fair value in profit or loss
Note 7 - Receivables Factoring
Note 9 - Tangible assets
Note 10 - Intangible assets
Note 11 - Tax assets and liabilities
Note 15 - Provision for expenses
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BASIS OF PRESENTATION OF FINANCIAL STATEMENTS (Cont’d)

2.1
Basis of Presentation (Cont’d)
2.1.4
The Classifications and Regulations of 2009 Financial Tables
The Company re-classified financial  statements of 31.12.2009 in financial statements of 31.12.2010 as follows. These classifications did not affect on profit for the period.
	
	
	
	Reclassified
	
	PreReported

	
	
	
	2009
	
	2009

	
	Classifications of Balance Sheet Items
	Not
	
	
	

	VI.
	Factoring Receivables
	7
	44.129.597
	(462.547)
	44.592.144

	VII.
	Doubtful Receivables
	8
	768.070
	462.547
	305.523

	 
	
	 
	 
	
	 

	 
	Total Assets
	 
	58.296.432
	-
	58.296.432

	
	
	
	
	 
	

	 
	Total Liabilities
	 
	58.296.432
	-
	58.296.432


	
	Classifications of Income Statement
	Not
	
	
	

	I.
	Operating Income
	18
	9.589.110
	(223.244)
	9.812.354

	II.
	Operating Expense (-)
	19
	(4.761.030)
	81.243
	(4.842.273)

	III.
	Other Operating Income
	20
	629.214
	155.357
	473.857

	IV.
	Financial Expenses (-)
	21
	(2.650.989)
	-
	(2.650.989)

	V.
	Speacial Provision for Doubtful Receviables (-)
	22
	(2.322.171)
	-
	(2.322.171)

	VI.
	Other Operating Expense (-)
	23
	(163.570)
	(13.356)
	(150.214)

	VII.
	Net Opertating Profit(Loss) (I+…+Vı)
	 
	320.564
	-
	320.564

	VIII.
	Surplus Which Recorded as an income after corporate combinations
	 
	-
	-
	-

	IX.
	Net Profit(Loss) for The Monetary Positions
	 
	-
	-
	-

	X.
	Continuing Operations- Profit(Loss) Before Tax (VII+VIII+IX)
	 
	320.564
	-
	320.564

	XI.
	Cont. Op.- Provisions for Taxes (±)
	11
	30.055
	-
	30.055

	XII.
	Cont. Op.- Net Profit(Loss) For the Period (X±XI)
	 
	350.619
	-
	350.619

	XIII.
	Incomes from discontinued Operations
	 
	-
	-
	-

	XIV.
	Expenses from discontinued Operations (-)
	 
	-
	-
	-

	XV.
	Discontinued Operations- Profit(Loss) Before Tax (XIII-XIV)
	 
	-
	-
	-

	XVI.
	Discontinued Operations- Provisions for Taxes (±)
	 
	-
	-
	-

	XVII.
	Discontinued Operations- Net Profit(Loss) For the Period (XV±XVI)
	 
	-
	-
	-

	XVIII.
	Net Profit(Loss) Fort he Period (XII+XVII)
	 
	350.619
	-
	350.619


2.1.5 Offsetting

Financial assets and liabilities are offset and the net amount is reported in the consolidated balance sheet when there is a legally enforceable right to set-off the recognized amounts and there is an intention to settle on a net basis or realize the asset and settle the liability simultaneously.
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2.2
Changes in Accounting Policies
Significant changes in accounting policies and significant accounting errors are applied retrospectively and prior period financial statements are reorganized. The Company applied the accounting policies consistent with the previous fiscal year.
2.3
Changes in Accounting Estimations and Errors
Changes in accounting estimations are applied prospectively in the current period in which the change was made, if it relates to only for a period or they are applied prospectively in current and future periods if it relates to future periods. Significant accounting errors are applied retrospectively and prior period of financial statements are reorganized.
2.4
New and Revised International Financial Reporting Standards

IFRS 1 (amendments) First Implementation of IFRS  - Other Exceptional Circumstances
Changes in IFRS 1 standard which is valid for accounting periods beginning on 1 July 2010 or after that date, provide limited exemption for businesses using IFRSs for the first time in terms of comparative presentation of IFRS 7 descriptions of fair value.
IFRS 9 'Financial Instruments: Classification and Measurement'
International Accounting Standards Board (IASB) published the first part about classification and measurement of financial instruments of IFRS 9 in November 2009.  IFRS 9 will be used instead of IAS 39 Financial Instruments: Accounting and Measurement. This standard requires the classification of financial assets on the basis of business model and contractual cash flow properties and then valuated with fair value or amortized cost. This new standard must be implemented in financial periods beginning on 1 January 2013 or after that date. 
IAS 24 (2009) 'Related Party Disclosures'
IAS 24 "Related Party Disclosures" was updated in November 2009. The update of standard provides a partial exemption to government establishments which should be done for footnote explanations. The application of this updated standard is mandatory for financial periods beginning on 1 January 2011 or after that date. 
IAS 32 (Amendments), Financial Instruments: Presentation and IAS 1 Presentation of Financial Statements

Amendments in IAS 32 and IAS 1 are valid for accounting periods beginning on 1 February 2010 or after that date. These amendments are related with accounting transactions of rights (rights, options or guarantees) issued by a business using the currency other than the functional currency. Such rights of previous periods had been accounted as derivative liabilities but these amendments, according to meeting specific conditions, indicate that the issued rights should be accounted as equity regardless of the currency which is determined for the price of optional usage. 
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2.4
New and Revised International Financial Reporting Standards
IFRIC 14 (Amendments) Prepayment of a Minimum Funding Requirement

Amendments about IFRIC 14's interpretation are valid for accounting periods beginning on 1 January 2011 or after that date. Businesses which have to made minimum funding contribution to defined benefit retirement plan will be affected from these amendments. In accordance with these amendments, excess amount of optional prepayments are accounted as an asset. 
IFRIC 19 "Extinguishing Financial Liabilities with Equity Instruments"

IFRIC 19 is valid for accounting periods beginning on 1 July 2010 or after that date. IFRS 19 clarifies accounting applications used by businesses which issue equity instruments to pay all or a portion of liability. 
May 2010, Annual Improvements

IASB published descriptions about issues including major 7 standards/interpretation on May 2010 in addition with amendments and reupdated standards mentioned above: IFRS 1 The First Implementation of International Financial Reporting Standards; IFRS 3 Business Combinations; IFRS 7 Financial Instruments: Disclosures; IAS 1 Financial Statement Presentation; IAS 27 Consolidated and Separate Financial Statements; IAS 34 Interim Financial Reporting and IFRIC 13 Customer Loyalty Programmes. All other amendments except amendments in IFRS 3 and IAS 27 are valid for accounting periods beginning on 1 January 2011 or after that date with early application option.
2.5
Summary of Significant Accounting Policies
(a)
Financial Instruments
Non-derivative financial instruments
Non-derivative financial instruments consist of factoring receivables, cash and cash equivalents, other current assets, financial assets, financial liabilities, factoring payables, other short-term liabilities, related party receivables and payables and long-term liabilities.

Non-derivative financial instruments are recorded with their costs. Non-derivative financial instruments are accounted as follows after recorded:
Financial instruments are removed from records according to ending a contractual right of cash flows provided by financial asset or not maintaining control over the financial asset or transferring risks and gains to the other party. Purchasing or selling of financial assets in ordinary way is accounted in the commitment date of purchasing or selling of the Company. Financial liabilities are removed from records in case of expirement or postponement or payment.
Cash and cash equivalents include short term deposits which are less than three months and amounts of cash. Cash equivalents refer to short-term highly liquid investments which can easily be converted to cash, composed of not more than three months of the date of maturity and without the risk of losing value.

Factoring receivables and payables are valued with transaction costs through the initial costs. The following periods after recording, the current values of repayment amounts are reflected to financial statements after calculating by effective interest method and the cost is transferred to the income statement during the maturity of debt.
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2.5
Summary of Significant Accounting Policies (Cont’d)
(a)
Financial Instruments (Cont’d)
Factoring receivables and unrecoverable other assets which are obtained by criteria stated as “Financial Leasing, Factoring and Receivables of Financing Companies Provisions on the Procedures and Principles Communiqué” established in Official Gazette dated 20 July 2007 and numbered 26588 by BRSA are transferred to accounts and remaining amounts are located in financial statements after deducting specific provision. In addition, according to the communiqué, general provision is allocated to meet undefinite amount of losses which arise from receivables delaying non or less than ninety days including the principal, interest or both of them. Doubtful factoring receivable is removed from the records after completing all related legal procedures and determining net loss.
Other current assets and other short term liabilities are shown through their cost values because of being short term.
Financial liabilities are recorded with net amount of transaction costs through initial cost values. The following periods after recording,  the current values of repayment amounts are reflected to financial statements and the differences between first cost are transferred to the income statement during the maturities of debt.
Other non-derivative financial instruments are shown considering if there is any impairment losses which amortized through the cost of the effective interest rate method.
Derivative financial instruments

All derivative instruments are classified as trading assets and accounted in exchange differences/losses financial income/expense accounts which are occured by changes in fair value. Fair values are obtained from traded market prices and discounted cash flow model if needed. Fair values of foreign exchange contracts which are non-listed in Exchange Market determined by deducting maturity rate from balanced sheet after comparing with rest of contract term maturity rate. All derivative instruments are accounted in financial investments as an asset if the fair value is positive or they are accounted in financial liabilities as a liability if the fair value is negative. 
The fair values of derivative financial instruments are estimated by considering the current market condititons  in case of other party's credibility and end of the contract in balance sheet date.
(b)
Tangible fixed assets and depreciation
(i)
Tangible fixed assets
Tangible fixed assets, items purchased before 1 January 2005, are reflected as of 31 December 2004 by deducting accumulated depreciation and impairment losses from adjusted cost values which organized with inflation effects and items purchased after 31 December 2004 are reflected by deducting accumulated depreciation and impairment losses from cost of acquisition.
(ii) Depreciation
Depreciation of tangible fixed assets are calculated using the linear depreciation method on the basis of useful lives of assets or their assembly dates.
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2.5
Summary of Significant Accounting Policies (Cont’d)
(iii) Depreciation (Cont’d)
Depreciation periods which reflects the average economic life of tangible fixed assets are as follows:
	Implemented Depreciation Rate %

	Buildings
	% 2

	Vehicles
	% 20

	Furniture and Fixtures
	% 20

	Rights
	% 20

	Leasehold improvements
	% 20


Leasehold improvements depreciated by pro-rata depreciation method through the lease period or the shorter one of useful life of leasehold improvement.
 (c)
Intangible fixed assets
Intangible fixed assets represent computer software licenses and rights. Computer software licenses and rights, for purchased items adjusted from the effects of inflation as of 31 December 2004 and for  acquisition costs of purchased items after 31 December 2004 are reflected after deducting accumulated depreciation and impairment losses. Depreciation rates of intangible fixed assets are allocated through the estimated life of related assets without exceeding the economic life by using pro-rata depreciation method.
(d)
Impairment
Financial assets
If there is one or more objective evidence showing a negative effect on the estimated future cash flows of a financial asset, an impairment is accepted.

Impairment of financial asset assessed by the amortized cost refers to difference between the carrying value of financial asset and the present value of expected future cash flows discounted with the original effective interest rate.

Impairment of significant financial assets are tested separately. The remaining financial assets with similar credit risk characteristics are evaluated collectively in groups. 

All impairments recorded to income statement.
The impairment will be canceled if it is associated with an event occured after the date of the recording of this impairment. The cancellation of financial assets which is assessed by depreciation is recorded to income statement.
Specific and general provision is allocated for factoring receivables by BRSA in accordance with "Financial Leasing, Factoring and Receivables of Financing Companies for the Provisions on the Procedures and Principles Communiqué" published in Official Gazette dated 20 July 2007 and numbered 26588.
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2.5
Summary of Significant Accounting Policies (Cont’d)
(d)
Impairment (Cont’d)
Non-financial assets

The Company's book value of non-financial assets are reviewed at each reporting date whether there is any indication of impairment. If any such indication exists, the asset's recoverable amount is estimated.

If the book value of an asset or cash-generating units exceeds the recoverable amount, the impairment is recorded. The smallest separable asset group which creates cash flow independent from other assets and companies is defined as cash-generating unit. Impairments are recorded to income statement. Impairment loss recognized in respect of cash-generating units are deducted proportional from carrying amount of other assets after deducting from the carrying amount of goodwill which is allocated first.

The recoverable amount of an asset or cash-generating unit is expressed the highest one between value in use or deducting the costs of sales from fair value. Valuation of use is calculated by discounting the value of money in current market conditions with a pre-tax internal efficiency rate.
Impairments of other assets in previous periods are evaluated if there is an impairment reduction or there are indicators about unavaliable impairment. Impairment will be canceled if there are changes in estimations used to determine the recoverable amount of the impairment. Impairment will be canceled if there is no impairment after clearing depreciation without exceeding the book value. 

(e)
Capital increases
Capital increases from current shareholders are accounted through registered nominal values after approving in annual general assembly.
(f)
Employment termination benefits
Employment termination benefits is allocated according to the amount calculated by Turkish Labor Law in accordance with the discounted present value of probable obligation arising from the retirement of employees. It is calculated on an accrual basis and accounted in financial statements. amount of liabilities announced by government are calculated on the basis of employment termination benefits. 

TAS-19,"Accounting Standard of Turkey for Employee Benefits", foresees calculation of present value of potential liabilities by using statistical valuation method. Thus, present value of potential liability of the Company is calculated by using assumptions contained in the following table.
	 
	31 December 2010
	31 December 2009

	Discount rate
	%4,66
	%5,92


The basic assumption is increasing of the maximum liability for each year in line with inflation. Thus, the discount rate indicates the expected real rate. The employment termination benefits of the Company is calculated through 2.517,01TL (31 December 2009: 2.365,16 TL) which is valid as of 31 December 2010 because of adjusting the maximum employment termination benefit in every six months.
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2.5
Summary of Significant Accounting Policies (Cont’d)
 (g)
Provisions, contingent liabilities and assets
IAS 37, "Provisions, contingent Liabilities and Contingent Assets Accounting Standard for Turkey, " as stated to obtain any amount of response to financial statements; the Company has to be an existing legal liability or commitment arising from past events, to fulfill this liability it is probable to outflow of resources including economic benefits and this liability should be estimated in reliable way. If these criterias are not occured, the Company explains issues in explanatory notes about financial statements. When the value of money is significant, the corresponding amount is determined as the present value of cash outflows which are necessary for the fulfillment of the obligation. Interest rate in relevant markets and risks of liabilities are taken into account for determining the discount rate which will be used for reduction of reserves to present values.
Contingent assets are not accounted and only explained in notes in case of occuring.
(h)
Accounting of incomes and expenses

(i)
Factoring incomes
Factoring interest and commission income are accounted on an accrual basis.

(ii)
Other operating incomes and expenses
Other income and expenses are accounted on an accrual basis.


(iii)
Financing expenses
Financing expenses are accounted on an accrual basis.

(i) Corporate income taxes
Corporation tax
Income taxes include current tax and the change in deferred taxes. Current year tax liability includes adjustments related to previous years' tax liability and tax liability calculated with tax rates of balance sheet date.
Deferred tax
Deferred tax is calculated with the values of assets and liabilities shown in the accompanying financial statements by determining the tax effects according to balance sheet method of temporary differences between amounts of legal tax base of these assets and liabilities. Deferred tax is calculated through tax rates which are expected to be valid and recorded to income statement as expense or income.  
The deferred tax liability or asset in accordance with IAS 12 "Accounting Standard of Turkey for Income Taxes", the estimated rates of increase and decrease in tax amounts are reflected to accompanying financial statements. Deferred tax asset is recorded in future periods when the tax advantage is likely to ensure. If  the whole or some of deferred tax assets of previous periods are useless, related amount will be deleted from assets.
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2.5
Summary of Significant Accounting Policies (Cont’d)
 (j)
Related parties
IAS 24, " Accounting Standard for Turkey Regarding Releases of Related Parties" defines institutions which control indirectly or affect significantly the other party with means such as shareholding, contractual rights or family relationship as related parties. Capital holders and management of the Company are also related parties. Related organization transactions includes transferring of resources and liabilities with a price or free between related organizations. 
For the purpose of these financial statements, shareholders, key management personel and board members are referred as “related parties”.

 (k)
Earnings per share
Earnings / loss amount per share is calculated by dividing the net profit / loss of period to the weighted average number of shares of Company. Weighted average number of shares are the number of shares calculated by collecting the ordinary shares at the beginning of the period and taken back within the period which are multiplied with time-weight factor. The time-weight factor is the ratio of a certain number of shares issued by days to the number of days in total period.
 (l)
Subsequent events
It is expressed events occuring in favor or against to management between the balance sheet date and date of authorization for publication of the balance sheet. IAS 10, "Accounting Standard for Turkey on the Events After Balance Sheet Date", in accordance with the provisions if there is new evidence about these events as of balance sheet date and these events required to correction of the financial statements, the Company improves it's financial statements to the new situation accordingly. If these events are not required to fix financial statements, the Company explains the issues in related notes.
(m)
Cash Flow Statement 
The Company organizes it's cash flow statements to provide information to financial statement users about changes in net assets, financial structure and amount and timing of cash flows to varying conditions.
Cash flow statement is reported by classifying on the basis of operating of cash flows, investing and financing activities. Cash flows from business activities shows cash flows generated by the field of issues of Company. Cash flows from investment activities shows cash flows used by Company in investment activities (investment and financial investment). Cash flows from financing activities shows the sources and repayment of these sources in financing activities by Company.
As of 31 December 2010 and 31 December 2009, the details of cash and cash equivalents based on cash flow statement are as follows:
	
	31 December  2010
	
	31 December 2009

	Cash / Effective
	58.500
	
	472.352

	Sale of securities with repurchase commitment
	-
	
	230.000

	Funds received
	5.078
	
	-

	Banks
	1.747.637
	
	3.451.635

	Total
	1.811.215
	
	4.153.987
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2.5
Summary of Significant Accounting Policies (Cont’d)
(n) Segment Reporting

Financial informations of the Company were not reported according to departments because of operating in Turkey and just for factoring field.
(o) 
Effects of Currency Exchange 
Foreign currency transactions are converted to TL with foreign currency in transaction date. Foreign currency monetary assets and liabilities are converted to TL using the current exchange rate at the end of the period. Exchange differences arising from this type of transactions are reflected to income statement. Non-monetary assets and liabilities in foreign currency are expressed with converted values to TL in exchange rate day. The exchange rate informations used by the Company on 31 December 2010 ve 31 December 2009 are as follows:
31 December 2010 
31 December 2009
USD 
        1.5460
 1.5057
Avro 
        2.0491 
 2.160
3
CASH VALUES
As of 31 December 2010 and 31 December 2009, the details of cash values are as follows:
	
	31 December 2010
	
	31 December 2009

	
	TC
	FC
	
	TC
	FC

	Cash / Effective
	58.500
	-
	
	143.544
	328.808

	Total
	58.500
	-
	
	143.544
	328.808


4
FINANCIAL ASSETS MEASURED AT FAIR VALUE THROUGH PROFIT/LOSS, NET
4.1 Trading Financial Assets 
As of 31 December 2010 and 31 December 2009, the detail of security sales with repurchase commitment are as follows:
	
	31 December 2010
	
	31 December 2009

	
	TC
	FC
	
	TC
	FC

	Funds received *
	5.078
	-
	
	-
	-

	Sale of securities with repurchase commitment**
	-
	-
	
	230.000
	-

	Total
	5.078
	-
	
	230.000
	-


* Denizbank 12,900 pieces of B-type liquid fund.
** The Company has sold 230.000 worth of securities with repurchase commitment with maturity date 04.01.2010 and interest rate %5-6.
5 BANKS
The detail of banks as of 31 December 2010 and 31 December 2009 are as follows: 
	
	31 December 2010
	
	31 December 2009

	
	TC
	FC
	
	TC
	FC

	Demand Deposit
	1.747.637
	-
	
	3.442.630
	9.005

	Term Deposit
	-
	-
	
	-
	-

	Total
	1.747.637
	-
	
	3.442.630
	9.005


6 AVAILABLE FOR SALE FINANCIAL ASSETS
	
	
	
	31 December 2010

	
	
	
	
	TC
	FC

	Ekokalori Endüstri Mak. San. ve Tic. Ltd. Şti. *
	
	24.000
	-

	S.S. Tekstilkent İst. Tekstil İmalat Konut Yapı Koop.
	
	1.200
	-

	Total
	
	
	
	25.200
	-


*The company participates with Ekokalori Endüstri Mak. San. ve Tic. Ltd. which has capital of 100.000 TL in ratio of %24. It is monitored with carried cost in financial statements. (31.12.2009-None).
7 FACTORING RECEIVABLES AND PAYABLES
Factoring Receivables
The detail of factoring receivables as of 31 December 2010 and 31 December 2009 are as follows:

	
	31 December 2010
	
	31 December 2009

	Factoring receivables, net
	TC
	FC
	
	TC
	FC

	Domestic factoring receivables
	77.107.789
	-
	
	46.071.826
	45.366

	Unearned interest incomes(*)
	(2.482.443)
	-
	
	(1.987.595)
	-

	Total
	74.625.346
	
	
	44.084.231
	45.366


(*) Unearned interest incomes are located as period income in the Company's legal records within the framework of notification of the Ministry of Finance.
Factoring Payables
The detail of short term factoring payables as of 31 December 2010 and 31 December 2009 are as follows: 
	
	31 December 2010
	
	31 December 2009

	
	TC
	FC
	
	TC
	FC

	Factoring payables 
	24.731.959
	-
	
	9.611.835
	-

	Total
	24.731.959
	-
	
	9.611.835
	-


8 DOUBTFUL RECEIVABLES
The distribution of doubtful receivables and provisions as of 31 December 2010 and 31 December 2009 are as follows: 
	
	31 December 2010
	
	31 December 2009

	Doubtful receivables, net
	TC
	FC
	
	TC
	FC

	Doubtful factoring receivables
	5.095.671
	-
	
	5.829.457
	-

	Special provisions
	(4.171.123)
	-
	
	(5.061.387)
	-

	Total
	924.548
	-
	
	768.070
	-


Provisions during the period are as follows: 
	
	31 December 2010
	
	31 December 2009

	Balance at January 1
	5.061.387
	
	3.357.438

	The amount of provision during the period 
	435.660
	
	2.299.608

	Provisions solved during the period
	(1.325.924)
	
	(595.659)

	Balance at the end of year
	4.171.123
	
	5.061.387


	
	31 December 2010
	
	31 December 2009

	
	Total Doubtful Factoring Receivables
	Provision
	
	Total Doubtful Factoring Receivables
	Provision

	
	
	
	
	
	

	Days past due 1-3 months
	677.130
	-
	
	462.547
	-

	Days past due 3-6 months
	235.473
	47.095
	
	25.869
	5.174

	Days past due 6-12 months
	116.779
	57.739
	
	568.656
	283.828

	Days past due one year or more
	4.066.289
	4.066.289
	
	4.772.385
	4.772.385

	TOTAL
	5.095.671
	4.171.123
	
	5.829.457
	5.061.387


9 TANGIBLE FIXED ASSETS
Tangible fixed assets during the period ended 31 December 2010 are as follows: 
	Cost
	
	1 January 2010
	
	Additions
	
	Disposals
	
	31 December 2010

	Land and Parcel
	
	862.750
	
	-
	
	-
	
	862.750

	Buildings
	
	6.360.549
	
	-
	
	(766.660)
	
	5.593.889

	Vehicles
	
	1.118.395
	
	773.362
	
	(171.010)
	
	1.720.747

	Furniture and fittings
	
	738.427
	
	114.148
	
	-
	
	852.575

	Total
	
	9.080.121
	
	887.510
	
	(937.670)
	
	9.029.961

	Accumulated depreciation
	
	1 January 2010
	
	Current year depreciation
	
	Disposals
	
	31 December 2010

	Buildings
	
	290.064
	
	127.211
	
	(48.530)
	
	368.745

	Vehicles
	
	477.212
	
	251.155
	
	(159.498)
	
	568.869

	Furniture and fittings
	
	286.504
	
	149.149
	
	-
	
	435.653

	Total
	
	1.053.780
	
	527.515
	
	(208.028)
	
	1.373.267

	Net book value
	
	8.026.341
	
	
	
	
	
	7.656.694


9       TANGIBLE FIXED ASSETS (Cont’d)
Tangible fixed assets during the period ended 31 December 2009 are as follows:
	Cost
	
	1 January 2009
	
	Additions
	
	Disposals
	
	31 December 2009

	Land and Parcel
	
	862.750
	
	-
	
	-
	
	862.750

	Buildings
	
	6.360.549
	
	-
	
	-
	
	6.360.549

	Vehicles
	
	1.029.894
	
	439.725
	
	(351.224)
	
	1.118.395

	Furniture and fittings
	
	476.444
	
	261.983
	
	-
	
	738.427

	Total
	
	8.729.637
	
	701.708
	
	(351.224)
	
	9.080.121

	Accumulated depreciation
	
	1 January 2009
	
	Current year depreciation
	
	Disposals
	
	31 December 2009

	Buildings
	
	162.853
	
	127.211
	
	-
	
	290.064

	Vehicles
	
	527.328
	
	204.720
	
	(254.836)
	
	477.212

	Furniture and fittings
	
	165.752
	
	120.752
	
	-
	
	286.504

	Total
	
	855.933
	
	452.683
	
	(254.836)
	
	1.053.780

	Net book value
	
	7.873.704
	
	
	
	
	
	8.026.341


As of 31 December 2010, the insurance guarantee on tangible fixed assets is 5.660.132 TL

(31 December 2009: 3.920.000 TL)
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INTANGIBLE FIXED ASSETS
Intangible fixed assets during the period ended 31 December 2010 are as follows:

	Cost
	
	1 January 2010
	
	Additions
	
	Disposals
	
	31 December 2010

	Rights
	
	57.921
	
	20.355
	
	-
	
	78.276

	Leasehold improvements
	
	291.730
	
	145.561
	
	-
	
	437.291

	Total
	
	349.651
	
	165.916
	
	 
	
	515.567

	Accumulated depreciation (-)
	
	1 January 2010
	
	Current year depreciation
	
	Disposals
	
	31 December 2010

	Rights
	
	26.856
	
	11.885
	
	-
	
	38.741

	Leasehold improvements
	
	50.378
	
	77.600
	
	-
	
	127.978

	Total
	
	77.234
	
	89.485
	
	 
	
	166.719

	Net book value
	
	272.417
	
	
	
	
	
	348.848


10
INTANGIBLE FIXED ASSETS (Cont’d)
Intangible fixed assets during the period ended 31 December 2009 are as follows:
	Cost
	
	1 January 2009
	
	Additions
	
	Disposals
	
	31 December 2009

	Rights
	
	56.920
	
	1.001
	
	-
	
	57.921

	Leasehold improvements
	
	37.886
	
	253.844
	
	-
	
	291.730

	Total
	
	94.806
	
	254.845
	
	-
	
	349.651

	
	
	
	
	
	
	
	
	

	Accumulated depreciation (-)
	
	1 January 2009
	
	Current year depreciation
	
	Disposals
	
	31 December 2009

	Rights
	
	15.314
	
	11.542
	
	-
	
	26.856

	Leasehold improvements
	
	7.077
	
	43.301
	
	-
	
	50.378

	Total
	
	22.391
	
	54.843
	
	-
	
	77.234

	Net book value
	
	72.415
	
	
	
	
	
	272.417


11
TAXATION
The corporation tax rate as of 31 December 2010 is %20 (31 December 2009: %20). Corporation tax is payable at a rate of %20 on the total income of the Company after adjusting for certain disallowable expenses, exempt income and allowances. No further tax is payable unless the profit is distributed.

Some of the deduction rates in articles 15 and 30 of Corporate Tax Law No. 5520 are re-determined with Council of Ministers No.2006/10731 which published in Official Gazette dated 23 July 2006 and numbered 26237. Dividends paid to non-resident corporations which have a place of business in Turkey or resident corporations are not subject to withholding tax. Otherwise dividens paid are subject to withholding tax at the rate of 15%. Withholding tax rates on Avoidance of Double Taxation Agreements are taken into account for resident corporations and individuals in profit distributions.  

The 13th article of Corporate Tax Law and transfer pricing communiqués issued in relation to this matter clarifies the issue of the principle of arm's length of how and in what way should be implemented between related parties. New arrangements about transfer pricing are parallel with principles mentioned in OECD's transfer pricing guide.

According to the legal regulation if the institutions purchase or sale goods or services with related parties through prices inconsistent with arm's length, it is called implicit distribution of transfer pricing. Buying, selling, manufacturing and construction, leasing and rental transactions, borrowing or lending money, bonuses, wages and other payments are considered as the purchase or sale of goods or services. The companies are obliged to filling the form of transfer pricing attached to the annual corporate tax declaration. In this form, amounts of all transactions made with related parties and transfer pricing methods of these transactions are indicated.
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TAXATION (Cont’d)

In Turkey there is no procedure for a final and definitive agreement on tax assessments. Companies file their tax returns within the 25th of the fourth month following the close of the financial year to which they relate. Under the Turkish taxation system tax losses can be carried forward to ofset against future taxable income for up to five years. Tax losses can not be carried back to offset profits from previous periods. 
Income statement for the years ended on 31 December for income tax provision is different from the amounts calculated by applying statutory tax rate to profit before taxation:

	
	31 December 2010
	
	31 December 2009

	Reconciliation of taxation:
	
	
	

	Profit / (loss) of operating activities before tax 
	6.390.242
	
	320.564

	Tax calculated on the tax rate of 20%
	(1.278.048)
	
	(64.113)

	Tax effects:
	
	
	

	- non-taxable income / (expenses)
	57.050
	
	122.578

	- disallowable expenses
	(73.263)
	
	(28.410)

	Provision for income/expense in income statement
	(1.294.261)
	
	30.055


Tax expenses in income statement for the years ended 31 December are summarized as follows:
	
	31 December 2010
	
	31 December 2009

	The Current period tax provision
	(1.393.949)
	
	(394.803)

	Deferred tax income / (expense)
	99.688
	
	424.858

	Total
	(1.294.261)
	
	30.055


The company calculates deferred income tax assets and liabilities in balance sheet items by taking into account of temporary differences arising from various evaluations between Reporting Standards and Tax Procedural Law.

Corporate tax rate is 20% as of  31 December 2010 (31 December 2009: 20%). For this reason, the rate used for deferred tax assets and liabilities which is calculated according to balance sheet method through temporary differences in future periods is %20.
As of 31 December 2010 and 31 December 2009 temporary differences and deferred tax assets and liabilities using enacted tax rates are as follows:
	
	31 December 2010
	
	31 December 2009

	Deferred tax assets
	567.406
	
	477.240

	Deferred tax liabilities (-)
	(36.580)
	
	(46.102)

	Deferred tax assets / (liabilities), net
	530.826
	
	431.138
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TAXATION (Cont’d)

	
	Temporary differences
	
	Deferred tax assets/(liabilities)

	
	31.12.2010
	
	31.12.2009
	
	31.12.2010
	
	31.12.2009

	Accrued Expenses
	10.900
	
	31.396
	
	2.180
	
	6.279

	Deferred income
	2.482.443
	
	2.089.955
	
	496.489
	
	417.993

	Employment termination benefits
	343.685
	
	264.846
	
	68.737
	
	52.968

	Temporary differences on tangible and 
intangible assets
	(182.906)
	
	(230.501)
	
	(36.580)
	
	(46.102)

	Total
	2.654.122
	
	2.155.696
	
	530.826
	
	431.138


Temporary differences listed above indicates records which affected the financial profits by adjusting as a result of independent audit.
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OTHER ASSETS
The detail of other assets as of 31 December 2010 and 31 December 2009 are as follows: 
	
	31 December 2010
	
	
	31 December 2009                   
	

	
	TC
	FC
	
	TC
	FC

	Receivables from personnel
	54.439
	-
	
	153.538
	-

	Advances given to personnel
	384.537
	-
	
	36.532
	-

	Prepaid expenses
	163.747
	-
	
	93.188
	-

	Deposits and guarantees given
	139.871
	-
	
	75.240
	-

	Other receivables
	124.365
	-
	
	-
	-

	Stocks of stationery and promotional Material
	90.298
	-
	
	99.231
	-

	Deferred interest expense
	56.074
	-
	
	39.905
	-

	Other
	10.111
	-
	
	17.248
	-

	Total
	1.023.442
	-
	
	514.882
	-


13
RECEIVED LOANS 

The detail of received loans as of 31 December 2010 and 31 December 2009 are as follows:
	
	31 December 2010
	
	31 December 2009

	
	TC
	FC
	
	TC
	FC

	Received loans
	40.979.021
	-
	
	32.848.826
	-

	Total
	40.979.021
	-
	
	32.848.826
	-


13 RECEIVED LOANS (Cont’d)
	
	31 December 2010

	
	
	
	TL equivalent

	
	Original Amount
	Interest Rate (%)
	Up to 1 year
	1 year and more

	TL
	40.979.021
	9,6 – 17,40
	39.067.280
	1.911.741

	Total
	 
	 
	39.067.280
	1.911.741

	
	

	
	31 December 2009

	
	
	
	TL equivalent

	
	Original Amount
	Interest Rate (%)
	Up to 1 year
	1 year and more

	TL
	32.848.826
	11,30-19,44
	30.384.724
	2.464.102

	Total
	 
	 
	30.384.724
	2.464.102


	Fixed Interest
	31 December 2010
	
	31 December 2008

	Loans received
	17.824.706
	
	22.385.000

	Floating Interest
	
	
	

	Loans received
	23.154.315
	
	10.463.826

	Total
	40.979.021
	
	32.848.826
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OTHER PAYABLES
The detail of other payables as of 31 December 2010 and 31 December 2009 are as follows:

	
	31 December 2010
	
	31 December 2009

	
	TC
	FC
	
	TC
	FC

	Due to personnel
	205.220
	-
	
	125.541
	-

	Due to suppliers
	407.372
	-
	
	36.818
	-

	Other
	26.609
	
	
	46.905
	-

	Total
	639.201
	-
	
	209.264
	-
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TAXES AND LIABILITIES
The detail of taxes and liabilities as of 31 December 2010 and 31 December 2009 are as follows: 
	
	31 December 2010
	
	31 December 2009

	
	TC
	FC
	
	TC
	FC

	Deduction of social security 
	85.453
	-
	
	53.230
	-

	Taxes, duties and fees
	179.728
	-
	
	435.084
	-

	Provision for current income tax and 
other legal liabilities
	1.393.949
	-
	
	394.803
	-

	Prepaid taxes and other liabilities of profit
	(693.512)
	-
	
	(67.543)
	-

	Total
	965.618
	-
	
	815.574
	-


16
PROVISIONS FOR LIABILITY AND EXPENSE
The detail of liability and expense provisions as of 31 December 2010 and 31 December 2009 are as follows: 
	
	31 December 2010
	
	31 December 2009

	
	TC
	FC
	
	FC
	TC

	Provision for employee right liability
	343.685
	-
	
	264.846
	-

	Povision for tax mismatch
	-
	-
	
	355.433
	-

	Other provisions
	343.685
	-
	
	620.279
	-


16.1      Provision for employee rights liability
Provision for employment termination benefits

Liability for employee rights consists of provision for employment termination benefits and allocated under the following descriptions.
Under the Turkish Labour Law, the Company is required to pay termination benefits to each employee who has completed one year of service and who achieves the retirement age (58 for women and 60 for men) and whose employment is terminated without due cause, is called up for military service, or dies. Since the legistlation was changed on 23 May 2002 there are certain transitional provisions relating to length of service prior to retirement. As of 31 December 2010 the amount payable consist of one month’s salary limited to a maximum of 2.517,01 TL (31 December 2009: 2.365,16 TL) for each year of service.
Employment termination benefits are as follows:
	
	31 December 2010
	
	31 December 2009

	Provision at 1 January
	264.846
	
	211.675

	Cost of service / cancellation (-)
	88.820
	
	94.858

	Interest cost
	12.342
	
	12.573

	Compensation paid
	(22.323)
	
	(54.260)

	Provision as of 31 December
	343.685
	
	264.846


16.2
Provision for tax mismatch
T.C. Revenue Administration Department of Finance Ministry started to tax investigations including all the factoring industry for the periods of the year 2008. It is expressed that these investigations are carried out under current tax legistlation. "Unearned Incomes" and principal part of "doubtful receivables" provisions which occured by factoring transactions in phase of the lawsuit or execution, are subjected to criticism because of being incured to loss of tax revenue penalty in accordance with “Uniform Accounting Policies and Prospect with Content of Publicly Announced Financial Statements Communiqué Implemented by Financial Leasing, Factoring and Financing Companies” published in Official Gazete dated 17 May 2007 and numbered 26525. In this context, the Company was exposed to transaction and the related assessments were authorized. Amount of 355.433 TL tax was imposed and loss of tax revenue was occured as a result of reconciliation with the tax authority about mentioned assessment. This amount was made provisions in the financial statements of 31.12.2009.  The Company paid this tax in cunjuction with tax penalties in 2010.
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EQUITY
17.1
Capital
	
	31 December 2010
	
	31 December 2009

	Shareholders
	Share Amount
	
	Share Rate%
	
	Share Amount
	
	Share Rate%

	Yakup Değirmenci
	9.986.800
	
	90,79%
	
	9.986.800
	
	90,79%

	Hatice Değirmenci
	11.000
	
	0,10%
	
	11.000
	
	0,10%

	Tarık Değirmenci
	1.000.000
	
	9,09%
	
	1.000.000
	
	9,09%

	Abdullah Erdin
	1.100
	
	0,01%
	
	1.100
	
	0,01%

	Abdulkadir Turan
	1.100
	
	0,01%
	
	1.100
	
	0,01%

	Toplam
	11.000.000
	
	100,00%
	
	11.000.000
	
	100,00%


* The capital of the Company divided into 440.000 nominal shares which each one is 25 TL (31.12.2009-440.000)
17.2
Profit Reserves
	
	31 December 2010
	
	31 December 2009

	Legal reserves
	616.484
	
	498.926

	Extraordinary reserves
	2.154.558
	
	2.154.558

	Total
	2.771.042
	
	2.653.484


17.3
Previous Year Profits
	
	31 December 2010
	
	31 December 2009

	Previous years earnings losses (-)
	419.612
	
	186.551

	Net profit
	5.095.981
	
	350.619

	Total
	5.515.593
	
	537.170


17.4
Dividend Payment
The statutory tax accumulated profits, can be distributed except the following terms related to legal reserves. 

According to the Turkish Commercial Law legal reserves can be divided as first and second legal reserves. According to the Turkish Commercial Law the first legal reserves are separated as %5 of statutory net profit until reaching %20 of the company's paid-up capital. The second legal reserve equals to 10% of distributed profit of the paid-up capital in excess of 5%. According to Turkish Commercial Law, legal reserves can be used only offseting the losses unless exceeding %50 of paid-up capital, it is not possible to use for any other.  

One of the amounts having in legal records or founded by CMB accounting practices should be considered according to whichever is lower in capital increase from internal sources. In addition, for the distribution of profits, in accordance with the regulations of Turkish Commercial Law, primarily reserve fund must be separated and if the total amount of CMB net distributable profit can be fulfilled from statutory net distributable profit, the total amount of it, otherwise the entire statutory net distributable amount must be distributed. If there is a loss in financial statements of CMB or in legal notebooks, the distribution of profit is not made.
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MAIN OPERATING INCOMES
The detail of main operating incomes as of 31 December 2010 and 31 December 2009 are as follows:

	
	31 December 2010
	
	31 December 2009

	Interest income from factoring receivables
	
	
	

	    Discounted factoring interest income receivable 
	17.469.148
	
	8.040.073

	    Maturity difference income
	102.645
	
	125.844

	    Other
	22.383
	
	12.040

	Fees and commissions from factoring receivables, (net)
	
	
	

	   Communication Income
	835.828
	
	577.557

	   Commission income
	1.729.822
	
	833.596

	Total
	20.159.826
	
	9.589.110


Unearned interest incomes are located as period income in the Company's legal records within the framework of notification of the Ministry of Finance. (see Note 7)
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MAIN OPERATING EXPENSES
The detail of main operating expenses as of 31 December 2010 and 31 December 2009 are as follows:

	
	31 December 2010
	
	31 December 2009

	Personnel expenses
	3.870.245
	
	2.609.188

	Vehicle expenses
	272.466
	
	179.335

	Depreciation and amortization expenses
	625.421
	
	507.526

	Communication expenses
	114.694
	
	104.934

	Food expenses
	230.491
	
	139.538

	Traveling expenses
	94.852
	
	69.936

	Advertising and advertisement expenses
	94.124
	
	118.562

	Leasing expenses
	187.491
	
	145.618

	Taxes, fees and funds
	57.012
	
	72.136

	Case expenses
	135.881
	
	101.261

	Donations and grants
	74.614
	
	229.734

	Workplace costs
	80.833
	
	-

	Other
	572.670
	
	483.262

	Total
	6.410.794
	
	4.761.030
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OTHER OPERATING INCOMES
The detail of other operating incomes as of 31 December 2010 and 31 December 2009 are as follows:

	
	31 December 2010
	
	31 December 2009

	Provisions no longer required
	385.789
	
	263.107

	Interest received from banks
	5.145
	
	88.738

	Profit on sale of transporting vehicles
	107.422
	
	105.231

	Attorney fees
	51.721
	
	10.477

	Factoring fees refund
	-
	
	100.243

	Foreign exchange profit
	22.994
	
	-

	Other income
	29.916
	
	61.418

	Total
	602.987
	
	629.214
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FINANCING EXPENSES
The detail of financing expenses as of 31 December 2010 and 31 December 2009 are as follows:

	
	31 December 2010
	
	31 December 2009

	Interest on loans borrowed
	6.947.791
	
	2.645.975

	Foreign exchange loss
	-
	
	5.014

	Total
	6.947.791
	
	2.650.989


22
SPECIAL PROVISIONS FOR NON-PERFORMING RECEIVABLES 

The detail of provisions of non-performing receivables as of 31 December 2010 and 31 December 2009 are as follows:

	
	31 December 2010
	
	31 December 2009

	Special provision
	321.429
	
	2.322.171

	Total
	321.429
	
	2.322.171
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OTHER OPERATING EXPENSES

	
	31 December 2010
	
	31 December 2009

	Disallowable expenses
	295.881
	
	142.050

	Loss on sale of fixed assets
	313.121
	
	-

	Other
	83.555
	
	21.520

	Total
	692.557
	
	163.570


24
DIVIDEND PER SHARE
The calculation of dividend per share as of 31 December 2010 and 31 December 2009 are as follows: 
	
	31 December 2010
	
	31 December 2009

	Net current profit (TL)
	5.095.981
	
	350.619

	Weighted average number of shares (thousand units) with 1Kr nominal value
	440.000
	
	440.000

	Dividend per share (1 TL)
	11,582
	
	0,797


25
RELATED PARTY DISCLOSURES
The details of receivables and payables about related parties as of 31 December 2010 and 31 December 2009 are as follows:

	Wages and salaries paid to senior executives
	01.01-31.12.2009
	
	01.01-31.12.2008

	Short-term benefits to shareholders
	
	
	

	  -Wages
	504.994
	
	120.000

	Post-employment benefits
	-
	
	-

	Other long-term benefits
	-
	
	-

	Benefits due to layoffs
	-
	
	-

	Share-based payments
	-
	
	-

	Total
	504.994
	
	120.000


26
CONTINGENT ASSETS AND LIABILITIES
26.1  Guarantees Received
Guarantees received for factoring receivables as of 31 December 2010 and 31 December 2009 are as follows:
	
	31.12.2010
	
	31.12.2009

	
	TC
	FC
	
	TC
	FC

	Client securities
	570.329
	-
	
	22.400
	-

	Client checks
	77.214.590
	-
	
	46.557.339
	-

	Total
	77.784.919
	-- 
	
	46.579.739
	-- 


26.2
Guarantees Given
Guarantees given to the following organizations composed of the securities and mortgages as of 31 December 2010 and 31 December 2009 are as follows:
	Guarantees Given
	31 December 2010
	
	31 December 2009

	
	TC
	FC
	
	TC
	FC

	Banks
	61.895.257
	-
	
	30.700.000
	-

	Factoring companies
	69.000.000
	-
	
	-
	-

	Customers
	-
	-
	
	28.000
	-

	General loan agreement
	2.560.000
	-
	
	-
	 -

	Additional bonds to banks
	10.000.000
	-
	
	
	-

	Mortgages to banks
	7.350.000
	-
	
	9.350.000
	-

	Total
	150.805.257
	-
	
	40.078.000
	-


The amount of case about checks opened by the Company is 5.674.029 TL. In addition, there are two pending cases amounting to 11.950 TL against the Company (As of 31 December 2009, the amount of cases in favor is 7.478.369 TL and against is 17.200 TL).
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FINANCIAL RISK MANAGEMENT
27.1
Purposes and Politics of Financial Risk Management
The Company is exposed to various risks during their activities are as follows:

Credit Risk
Liquidity Risk
Market Risk
This note is presented to give information about the Company’s management objectives, policies and processes in the event of exposing risks mentioned above.

Board of Directors of the Company is responsible for establishing and oversighting the Company’s risk management framework.

The Company’s risk management policies are formed to identify and analyze the potential risks. The purpose of risk management policies are to create risk limit controls, to monitor risks and to commit to these limits. The Company helps employees to understand their roles and responsibilities creating a disciplined and constructive control environment through various training and management standards and processes. 
27.1.1
Credit risk
The Company is exposed to credit risk due to factoring transactions. Credit Monitoring and Loans departments of the Company are responsible for managing the credit risk. The company guarantees a certain amount of demand for financial assets. There is no relationship with firms without having the allocation of credit criteria. All credit proposals are evaluated by the powers of credit committee. However, early warning systems were developed in order to track the credits allocated and valueing costumer credibility.
27.1.2
Liquidity risk
Liquidity risk arises in the funding of the Company's activities. This risk covers unable to fund the Company’s assets in appropriate maturities and ratios as well as being unable to liquidate an asset within an appropriate time. The Company has access to funding through banks. The company evaluates liquidity risk continuously by identifying and monitoring changes in funding to achieve it’s goals.
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FINANCIAL RISK MANAGEMENT (Cont’d)
27.1
Purposes and Politics of Financial Risk Management (Cont’d)
27.1.3
Market risk
All trading financial instruments are exposed to market risk. The risk can be expressed as reduction of financial asset value by the changes in market price. All financial instruments are recorded with fair value and changes in market price affect the net trading income. 

(i)Exchange rate risk
The Company has foreign currency risk due to carried out transactions with foreign currencies (such as bank loans and factoring operations). The financial statements are affected by fluctuation of foreign currencies against TL due to the Company's financial statements prepared on the basis of TL. The company engaged in derivative transactions to hedge foreign currency. 

(ii) Interest rate risk
The Company’s activities are exposed to changes in interest rate in order to repriced of assets and liabilities in different interest rates. Risk management activities aim to optimize net interest income in accordance with the basic strategies of the Company which are consistent with market interest rates.

27
FINANCIAL RISK MANAGEMENT (Cont’d)
27.2
Risk Management Descriptions (Cont’d)
27.2.1
Credit risk
	Previous Period
	
	
	
	
	
	
	
	
	
	
	
	
	
	Deposits in Banks
	
	Financial Instruments
	
	Other

	
	
	Factoring Receivables
	
	Other Receivables
	
	Other Assets
	
	
	
	
	
	

	
	
	Related Parties
	
	Other Party
	
	Related Parties
	
	Other Party
	
	Related Parties
	
	Other Party
	
	
	
	
	
	

	Maximum credit risk exposed as of reporting date (*)
	
	--
	
	44.129.597
	
	--
	
	768.070
	
	--
	
	514.882
	
	--
	
	230.000
	
	--

	  - Collateralized or secured with guarentees part of
 maximum credit risk
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--

	A. Neither past due or not impaired
	
	--
	
	44.129.597
	
	--
	
	--
	
	--
	
	514.882
	
	---
	
	230.000
	
	--

	B. Restructured otherwise accepted as past due or not impaired
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--

	C. Past due or not impaired
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--

	    - Guaranteed amount by commitment
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--

	D. Impaired asset net book value
	
	--
	
	--
	
	--
	
	768.070
	
	--
	
	--
	
	--
	
	--
	
	--

	    -Past due (gross amount)
	
	--
	
	--
	
	--
	
	5.829.457
	
	--
	
	--
	
	--
	
	--
	
	--

	        -Impairment (-)
	
	--
	
	--
	
	--
	
	(5.061.387)
	
	--
	
	--
	
	--
	
	--
	
	--

	        -Net value collateralized or guaranteed part of net value
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--

	    -Not over due (gross amount)
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--

	        -Impairment (-)
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--

	        - Net value collateralized or guaranteed part of net value
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--

	E. Off balance sheet items bearing credit risk
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--


(*)The determination of the amount, such as guarantees received, the factors which increased reliability of loan were not taken into account.
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FINANCIAL RISK MANAGEMENT (Cont’d)
27.2
Risk Management Descriptions (Cont’d)
27.2.1
Credit risk (Cont’d)
	Current Period
	
	
	
	
	
	
	
	
	
	
	
	
	
	Deposits in Banks
	
	Financial Instruments
	
	Other

	
	
	Factoring Receivables
	
	Other Receivables
	
	Other Assets
	
	
	
	
	
	

	
	
	Related Parties
	
	Other Party
	
	Related Parties
	
	Other Party
	
	Related Parties
	
	Other Party
	
	
	
	
	
	

	Maximum credit risk exposed as of reporting date (*)
	
	--
	
	74.625.346
	
	 
	
	924.548 
	
	--
	
	899.077
	
	--
	
	30.278
	
	--

	  - Collateralized or secured with guarentees part of maximum credit risk
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--

	A. Neither past due or not impaired
	
	--
	
	74.625.346
	
	--
	
	--
	
	
	
	899.077
	
	--
	
	30.278
	
	--

	B. Restructured otherwise accepted as past due or not impaired
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--

	C. Past due or not impaired
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--

	    - Guaranteed amount by commitment
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--

	D. Impaired asset net book value
	
	--
	
	--
	
	--
	
	924.548
	
	--
	
	--
	
	--
	
	--
	
	--

	    -Past due (gross amount)
	
	--
	
	--
	
	--
	
	5.095.671
	
	--
	
	--
	
	--
	
	--
	
	--

	        -Impairment (-)
	
	--
	
	--
	
	--
	
	(4.171.123)
	
	--
	
	--
	
	--
	
	--
	
	--

	        -Net value collateralized or guaranteed part of net value
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--

	    -Not over due (gross amount)
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--

	        -Impairment (-)
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--

	        - Net value collateralized or guaranteed part of net value
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--

	E. Off balance sheet items bearing credit risk
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--

	
	
	--
	
	--
	
	-- 
	
	--
	
	--
	
	--
	
	--
	
	--
	
	--

	(*)The determination of the amount, such as guarantees received, the factors which increased reliability of loan were not taken into account.
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27.2.2
Liquidity risk
The following table, analyzes the Company’s financial statements by maturity grouping based on the remaining period until the date of maturity of the contract as of the balance sheet date.   Contractual undiscounted cash flows of the amounts specified in the table:
31 December 2010
	Expected Maturity
	Book Value
	
	 Expected cash outflows
	
	Up to 3 months
	
	3-12 months 
	
	1-5 years 
	
	Over 5 years

	Non-Derivative Financial Liabilities
	66.350.181
	
	66.350.181
	
	63.667.774
	
	770.666
	
	1.911.741
	
	--

	Loans received
	40.979.021
	
	40.979.021
	
	38.296.614
	
	770.666
	
	1.911.741
	
	--

	Factoring payables
	24.731.959
	
	24.731.959
	
	24.731.959
	
	--
	
	--
	
	--

	Other payables
	639.201
	
	639.201
	
	639.201
	
	--
	
	--
	
	--


31 December 2009
	Expected Maturity
	Book Value
	
	 Expected cash outflows
	
	Up to 3 months
	
	3-12 months 
	
	1-5 years 
	
	Over 5 years

	Non-Derivative Financial Liabilities
	42.669.925
	
	42.669.925
	
	39.426.366
	
	779.457
	
	2.464.102
	
	-

	Loans received
	32.848.826
	
	32.848.826
	
	29.605.267
	
	779.457
	
	2.464.102
	
	-

	Factoring payables
	9.611.835
	
	9.611.835
	
	9.611.835
	
	-
	
	-
	
	-

	Other payables
	209.264
	
	209.264
	
	209.264
	
	-
	
	-
	
	-


27.2.3  Market risk
Exchange rate risk
Foreign currency risk arises from changes in value of any financial statement due to changes in currency exchange rate.The Company has foreign currency risk due to foreign currency denominated debts. Basic foreign currencies USD Dollar, Euro and British Sterlin are the reasons of this risk. The financial statements is affected by fluctuation of foreign currencies against TL due to the Company's financial statements prepared on the basis of TL. As of 31 December 2009 and 31 December 2008, the Company's net closed position is originated from the following foreign currency denominated net assets, liabilities and foreign currency derivative instruments. As of 31 December 2010, there are no foreign currency denominated assets and liabilities.
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	CURRENCY POSITION STATEMENT:
	31 December  2009                      

	
	TL Provision (functional currency)
	U.S. Dollar
	Euro
	Other

	1. Trade Receivables
	-
	-
	-
	-

	2a. Monetary Financial Assets (cash, bank accounts)
	9.005
	2
	4.167
	-

	2b. Non-Monetary Financial Assets
	45.366
	-
	21.000
	-

	3. Other
	-
	-
	-
	-

	4. Current Assets (1 +2 +3)
	54.371
	2
	25.167
	-

	5. Trade Receivables
	-
	-
	-
	-

	6a. Monetary Financial Assets 
	-
	-
	-
	-

	6b. Non-Monetary Financial Assets
	-
	-
	-
	-

	7. Other
	-
	 -
	 -
	-

	8. Non-Current Assets (5+6+7)
	-
	-
	-
	-

	9. Total Assets (4+8)
	54.371
	2
	25.167
	-

	10. Trade Payables
	-
	-
	-
	-

	11. Financial Liabilities
	-
	-
	-
	-

	12a. Other Monetary Liabilities
	-
	-
	-
	-

	12b. Other Non- Monetary Liabilities
	-
	-
	-
	-

	13. Short-Term Liabilities (10+11+12)
	-
	-
	-
	-

	14. Trade Payables
	-
	-
	
	-

	15. Financial Liabilities
	-
	-
	-
	-

	16 a. Other Monetary Liabilities
	-
	-
	-
	-

	16 b. Other Non- Monetary Liabilities
	-
	-
	-
	-

	17. Long-Term Liabilities (14+15+16)
	-
	-
	-
	-

	18. Total Liabilities (13+17)
	-
	-
	-
	-

	19. Net Asset/liability position of Off-balance sheet derivatives (19a-19b)
	-
	-
	-
	-

	19a. Off-balance Sheet Foreign Currency Derivative Assets
	-
	-
	-
	-

	19b. Off-balance Sheet Foreign Currency Derivative Liabilities
	-
	-
	-
	-

	20. Net Foreign Currency Asset Liability Position  (9-18+19)
	54.371
	2
	25.167
	-

	21. Net Foreign Currency Asset/Liability  Poisition of Monetary Items (=1+2a+5+6a-10-11-12a-14-15-16a)*
	9.005
	2
	4.167
	-

	22. Fair Value of Foreign Currency Hedged Financial Assets
	-
	-
	-
	-

	23. Amount of Part Hedged Currency Assets
	-
	-
	-
	-

	24. Amount of Part Hedged Currency Liabilities
	-
	-
	-
	-

	25. Expots
	-
	-
	-
	-

	26. Imports
	-
	-
	-
	-
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	Sensitivity Analysis Table of Currency   31 December 2009

	 
	Profit/(loss) 
	Equity

	 
	Foreign currency appreciates
	Foreign currency depreciates
	Foreign currency appreciates
	Foreign currency depreciates

	If the U.S. Dolar had changed by %10 against the TL:

	     1- USD net asset/liability
	 
	 
	 
	 

	     2- Hedging amount of USD (-)
	-
	-
	-
	-

	3- USD Net Effect (1+2)
	 
	 
	 
	 

	If the Euro had changed by %10 against the TL:

	     4- Euro net asset/liability
	5.437
	5.437
	5.437
	5.437

	     5- Hedging amount of Euro (-)
	-
	-
	-
	-

	6- Euro Net Effect (4+5)
	5.437
	5.437
	5.437
	5.437

	If the other currency rate had changed by %10 against the TL:

	     7- Other currency rate net asset/liability
	-
	-
	-
	-

	     8- Hedging amount of other currency rate (-)
	-
	-
	-
	-

	9- Other Currency Assets Net Effect (7+8)
	-
	-
	-
	-

	TOTAL (3+6+9)
	5.437
	5.437
	5.437
	5.437
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ii) Interest rate risk
The Company’s financial instruments sensitive to interest as of 31 December 2010 and 31 December 2009 are as follows: 
	
	Registered Value

	Fixed Interest
	31 December 2010
	
	31 December 2009

	Factoring receivables
	-
	
	-

	Faktoring payables
	-
	
	-

	Loans received
	17.824.706
	
	22.385.000

	
	
	
	

	Floating Interest
	
	
	

	Factoring receivables
	74.625.346
	
	44.129.597

	Faktoring payables
	24.731.959
	
	9.611.835

	Loans received
	23.154.315
	
	10.463.826


28
SUBSEQUENT EVENTS
There is no subsequent event (31.12.2009-None).
29
OTHER ISSUES WHICH AFFECT THE FINANCIAL STATEMENTS SIGNIFICANTLY OR MAKE THE FINANCIAL STATEMENTS CLEAR, INTERPRETABLE AND UNDERSTANDABLE 
1) The Financial Statements have been approved by Company on 30  March  2011.
OTHER ISSUES WHICH AFFECT THE FINANCIAL STATEMENTS SIGNIFICANTLY OR             MAKE THE FINANCIAL STATEMENTS CLEAR, INTERPRETABLE AND UNDERSTANDABLE (Cont’d)
2) The company annual general meeting held on 30 April 2010 the net profit for 2009 amounts to be allocated according to the main contract and the relevant law after leaving the remaining amount and distribution of the whole distribution process has taken a decision to be completed by 31.12.2010. The profit distribution has been carried out as at 31.12.2010.
3)     The Company contained in the statutory distribution of profits made in    01.03.2011 date of  410,976 TL in 2009. 
