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	Principles of the Core Asset Sale Process



The purpose of this document is to acquaint those parties interested in the sale of non-performing loans (Core Assets) taken over by the Savings Deposit Insurance Fund (SDIF) from the banks, shares of which were partly or wholly taken over by the SDIF (SDIF Banks), with the various stages of the sales process and the procedures that interested investors shall follow.

Please note that declarations in this Statement: (i) are for information purposes only and do not have any legal effect; (ii) are non-binding and may be supplemented or modified any time by the SDIF through announcements; and (iii) do not refer to a commitment to sell securities or any other assets of the SDIF.

1. Core Asset Sale Governing Cornerstones

The SDIF will conduct the core asset sale process within the framework of the following cornerstones: transparency, accountability, fairness and application of commercial principles.  To achieve these governing cornerstones, the standards and principles set forth below will be followed for all core asset sales.

2. Core Asset Sales Principles

· To receive the best bid based on criteria to be set by SDIF for the assets offered for sale.
· To sell assets through competitive processes.

· To sell assets according to a timetable to be announced taking into consideration market capacity and expectations.

3. Sales Strategy

3.1 Selection of Assets to be Offered for Sale and Timing

The SDIF will evaluate the composition of the portfolios taken-over from the SDIF Banks and will, based on market conditions, determine the core assets to be offered for sale and the timing thereof.

3.2 Asset Portfolio

Interested investors are requested to submit bids for all core assets included in the sales package. The SDIF will announce the required form of bidding for each announced sale in the respective Sales Information Document.

3.3
Sales Timetable

The SDIF will announce a timetable for each core asset sale. The SDIF reserves the right to change the timetable. 

4. Eligible Participants

4.1 Satisfying the Fit and Proper Criteria Required for the Founding Shareholders of an Asset Management Company

Bidders are required to satisfy the fit and proper criteria stipulated in the “Regulation on the Establishment and Operations of Asset Management Companies” issued by the Banking Regulation and Supervision Agency and published in Official Gazette Nr: 24893 dated 01 October 2002.

4.2 Excluded Investors 

The following investors cannot purchase the SDIF’s assets and/or cannot participate in the sale processes in the capacity of representative and/or whatsoever other capacity:

1. Board members, employees and advisors of the Banking Regulation and Supervision Agency.

2. Former Banking Regulation and Supervision Agency Board members, employees and advisors. (Applies only to those who have been actively employed within 5 years of the bidding date)   

3. The Saving Deposit Insurance Fund Board members, employees and advisors.

4. Former Saving Deposit Insurance Fund Board members, employees and advisors  (Applies only to those who have been actively employed within 5 years of the bidding date)

5. Major shareholders of the SDIF banks and these banks’ members of Board of Directors and Supervision Board, general and assistant managers, chairman and members of Credit Committee who have been actively employed within 5 years of the date of the bank’s take-over by the SDIF. 

6. Spouses and up to 2nd degree (inclusive) blood and by-marriage relatives of the    

Above-mentioned persons. 

7. Both real person and legal entity debtors of the Saving Deposit Insurance Fund.

8. Legal entities in which the above-mentioned persons/entities jointly or individually hold more than a 10 % stake. 

5. Sale Process

5.1 Announcement of Core Asset Sale Auction

All core assets will be sold by an auction method. Each core asset sale will be appropriately announced to the public.  Such announcements will identify where and how potential investors may obtain further information on the core assets sale auction.

5.2 Sales Information Document

A Sales Information Document is prepared providing further information about the announced sale. The Sales Information Document includes general information on the sales process and its estimated timetable.  Each Sale Information Document also provides general information on the core assets offered for sale. Following the announcement of the sale, interested investors may obtain this Document from the SDIF upon request and signing of the Letter of Confidentiality Commitment.

5.3 Access to Sales Data Files

Upon reviewing the Sales Information Document, all investors wishing to obtain further detailed information on the core assets subject to sale may apply for access to the Sales Data Files. The Sales Data Files provide details of the assets for sale and other related information.

5.3.a Sales Data Files Application Form 

Interested investors requesting access to sales data files shall submit a Sales Data Files Application Form enclosed in the Sales Information Document for each core asset sale. The Sales Data Files Application Form shall be submitted no later than the date indicated on the Sales Information Document.

The said application form includes the following:

· Legal and Financial Capacity.

· Confidentiality Provisions.
· Applicant’s declaration that it meets the conditions stated in Article 4 of this document and disclosure of customer and staff relations.
· Agreement and declaration that Banking Regulation and Supervision Board members, BRSA’s personnel and advisors, the SDIF, the SDIF Board members and SDIF personnel and advisors will not have the responsibilities set forth in Article 4 of this document.

· Commitment to provide for fees, fines and requested deposits.
i) Legal and Financial Capacity/Bidder Eligibility 

Each investor requesting access to the Sales Data Files shall provide the information requested in the Sales Information Document in order to substantiate its legal and financial capacity to purchase the assets. The SDIF will decide, at its sole discretion, whether the information provided by an investor with respect to the investor’s financial and legal capacity is sufficient to enable the investor to proceed to the next stage in the sales process, that is, to receive the Sales Data Files.  The SDIF may request further information from any interested investor who is deemed, on the basis of the information available to the SDIF, not to have adequately substantiated the necessary legal and financial capacity to obtain the Sales Data Files, but the SDIF is under no obligation to do so.  Similarly, in case an investor is not given access to the Sales Data Files, the SDIF is not obliged to explain the grounds for such decision.

ii) Confidentiality 

Each interested investor is obliged to comply with the letter of confidentiality commitment it signed when applying for the Sales Information Document, and confidentiality provisions indicated in the Sales Data Files Application Form.

iii) The Fit and Proper Criteria Required for Participating in Auction/ Disclosure of Customer and Staff Relationships

Interested investors requesting access to the Sales Data Files shall declare that they satisfy the fit and proper criteria required in Article (4) of this Document. 

Interested investors shall, on their behalf or on behalf of the shareholders, declare in their application form whether or not they have any relation with the persons stated in Article 4.2 of this document. 

In addition, the investor shall declare and undertake to inform the SDIF whether or not persons having kinship with the investor (wife or husband irregardless of whether divorced or not, relatives up to third degree blood and second degree by-marriage relatives) and legal entities in which jointly or alone, directly or indirectly, these persons hold more than 10% stake or the management and control, are credit debtors-guarantors of the SDIF. The investor shall also declare and undertake that it will inform the SDIF of any such relation identified after having access to Sales Data Files. Investors granted permission to access to the Sales Data Files will not be granted permission to access any files related with to the above-mentioned persons.

iv. Release of Accountability

In the provisions of the Sale Data Files Application Form, those entering the auction agree and declare that the Banking Regulation and Supervision Board members, BRSA’s personnel and advisors, the SDIF, SDIF Board members and SDIF personnel and advisors will not be accountable for any information, documents and process regarding the asset sale and that they waived from all obligations and responsibilities in favor of those persons cited above.

The Sales Data Files Application Form also includes the acceptance, declaration and confirmation that the investor shall not claim any indemnification or whatsoever from the Banking Regulation and Supervision Board members, Banking Regulation and Supervision Agency, its personnel and advisors, and from the Savings Deposit Insurance Fund, Savings Deposit Insurance Fund Board members and personnel and advisors of the SDIF in case the tender is cancelled and/or the bidder is excluded from the tender.

v. Penalties for Non-compliance

Where misleading statements are determined by the SDIF to have been made by the interested investors in the Sales Data Files Application Form, the interested investors accept, in advance, the provisions stipulating penal and legal responsibility, details of which will be set out in Sale Information Document. 
5.3.b Administration Fee for First Stage Sales Data Files Access

An application fee will be charged to receive the Sales Data Files for each package of core assets to be sold. The fee must be deposited to the SDIF account stated in the Sales Data Files Application Form. This fee is non-refundable, except to those interested investors whose applications for access to Sales Data Files are rejected. The Application fee of rejected interested investors will be returned without interest within [thirty (30) days] of receipt of their Sales Data Files Application.  There will be no refund of the application fee of those interested investors who received permission to access to the Sales Data Files.

5.3.c  Acceptance of the Sales Data Files Application Form

After receiving the Sales Data Files Application Form and receipt of the application fee, the SDIF evaluates the application on the basis of the criteria stated in the Asset Sales Principles and Sales Information Document and decides to accept or reject the application. The Sales Data Files will be made available to all qualifying investors on the date indicated in Information Document.

5.4 Data Rooms

All qualifying investors wishing to enter the Data Room(s) shall submit a Data Room Access Application Form, pay a further non-refundable application fee and refundable deposit to the SDIF and present a statement declaring acceptance of the terms and conditions of the asset sales process as described in the Standard Sales Contract.

The deposit is requested to provide compensation for potential losses of the SDIF and third parties due to the bidder’s non-compliance with the Data Room rules and conditions established by the SDIF.

5.4.a Application Fee and Deposit for Access to the Data Room 

The conditions requiring reimbursement of deposits and/or recognition of deposits as income and non-refundable application fee and the refundable deposit amount will be announced in detail in Sales Information Document. 

The non-refundable fee and the refundable deposit shall be deposited to the SDIF’s account within [twenty-one (21)] days from the date on which the Sales Data Files are made available to the qualified investors.

Deposits of the investors who are not given access to the Data Room(s) and of those investors who are given access to the Data Room(s) but did not win the auction will be reimbursed without interest within the time period set forth in the Sales Information Document. The deposit of the winning bidder will be deducted from the purchase price without interest.

5.4.b Data Room Access

Required time periods and other rules will be established by the SDIF for access to the data rooms, as appropriate for each portfolio. Copies of documents related to the loan sale files will be provided by the SDIF to enable the qualified investors to perform due diligence which will be subject to strict supervision by the SDIF.

6. Bidding Principles


6.1 Binding Bids

Binding bids shall be submitted to the SDIF in accordance with the prescribed standard format and by the predetermined date. Bids non-compliant with the standard format will not be considered.  Binding bids shall be valid for at least a predetermined period of time.  This period of time will be also disclosed to potential bidders prior to granting access to the Data Rooms.  The SDIF will endeavor to make this period of time as short as possible.

6.2 Refundable Bid Deposit

All interested investors submitting a bid shall also submit a refundable bid deposit in addition to the deposit and fees stated in Article 5.4.a.  The bid deposit required will represent a specified percentage of the amount bid by each qualified investor.  This percentage will be announced in the Sales Information Document. Bid deposits will be returned without interest to unsuccessful bidders within [fifteen (15)] days as of the date on which the auction results are announced.  The bid deposit of the winning bidder will be deducted from the purchasing price without interest.

6.3 Evaluation of the Binding Bids

The SDIF will evaluate the bids in accordance with the criteria defined in the Sales Information Document within the predetermined period of time. This time period may vary depending on the volume and nature of the asset packages subject to auction sale.

If the SDIF receives two or more equivalent bids, the SDIF reserves the right to provide the investors with an opportunity to renew their offers within a time frame to be specified by the SDIF. Once, and if, these interested investors submit such new bids, the SDIF will evaluate them and announce the winning bidder.

6.4 Contracting and Payment 

The SDIF will sign the standard Sale Contract with the winning bidder following the bid evaluation. The SDIF will announce in advance the date/dates on which the Sale Contract will be signed and the purchase price to be paid. If the winning bidder does not sign the Sale Contract, the SDIF shall book as income in its accounts the auction bid deposit provided by the bidder. In that case, the SDIF may proceed to finalize a Sale Contract with the qualified investor offering the next highest bid or conduct a new auction.

6.5 Unsolicited Bids

As a general rule, the SDIF will reject unsolicited bids. The SDIF may define the procedures for the receipt, evaluation and treatment of unsolicited bids in the Sales Information Document or during the sales process.


6.6 Currency

All bids shall be submitted in U.S. Dollar or in other currencies to be announced by the SDIF.  

6.7 Payment Terms

Payments shall be made in cash. 

From time to time, the SDIF may announce other acceptable forms of payment apart from which no other forms will be accepted.

7. Other Rights and Obligations

7.1 Communicating with Loan Obligors

In the sale process, interested parties will not be allowed to have an access to or communication with the loan obligors of the SDIF with respect to the assets for sale.

7.2 Access to Underlying Collateral

With respect to the assets offered for sale, without the prior written consent of the SDIF, the qualified investors will not be given access to underlying collateral. However, it is likely that such consent will be provided in appropriate cases. Depending upon the package of assets for sale such consent may be provided generally in the Sales Information Document or may be provided for specific assets only at the appropriate stage of the sales process.

7.3 Assignment of Loan Assets and Assumption of Obligations

The SDIF will assign all rights, including collateral rights concerning each asset, to the buyer.

In case the SDIF or the SDIF banks have ongoing obligations to the loan debtors within the framework of loan and re-payment agreements, the buyer will undertake and honor all such obligations.

7.4 Warranties

Unless otherwise stated in the standard Sale Contract for a particular package of core assets, the SDIF will give no warranties with respect to assets.  The SDIF will not accept responsibility or liability for the accuracy or completeness of information provided to interested investors in the course of the sales process. Interested investors must undertake such investigations and due diligence procedures as they see fit before concluding any Sale Contract.

7.5 Right to Cancel the Auction

As a general principle, the SDIF intends that each announced auction will be conducted as and when announced.  Nevertheless, it reserves the right to cancel an auction in circumstances it deems appropriate.  The SDIF is not obliged to accept any bid. The SDIF will not bear any obligation where the auction is wholly or partially cancelled.  

Where any sale is cancelled due to reasons attributable to the SDIF, fees and deposits paid to the SDIF on account of such sale will be returned without interest within the time period specified in the Sales Information Document (except the fee paid for Sales Information Document). The SDIF will not pay any indemnity or make any other payment.

Where cancellation has occurred due to fault, negligence and intent attributable to one or more bidders, the fees and deposits of the responsible bidders will be assumed as income by the SDIF. 

7.6 Right to Disqualify Bidders

The SDIF reserves the right to disqualify any bidder that fails, in the SDIF’s sole and absolute judgement to comply with the procedures governing the sales process, without liability and without giving any reason.

8. Disclosure of Information, Sales Process Decisions and Sales Results

8.1 General Disclosure Policy

Where the information is not confidential and disclosure thereof does not lead to unfair competition, informing the public of the SDIF’s activities is the general policy followed by the SDIF.


8.2 Disclosure of Sales Results
Following the conclusion of the sales contract, the SDIF will announce the preferred bidder, the price paid by the preferred bidder and the means of payment to the public.

In addition to the disclosure of the sale results, the SDIF will publish a report on all of its sale procedures and auctions.  

