By the Banking Requlation and Supervision Agency :

REGULATION ON THE PROCEDURES AND PRINCIPLES
FOR ACCOUNTING PRACTICES AND RETENTION OF
DOCUMENTS BY BANKS
(Published in the Official Gazette Nr. 2633 dated November 01, 2006)

SECTION ONE

Objective and Scope, Basis and Definitions

Objective and Scope

ARTICLE 1 — (1) The objective of this Regulation is to regaltlie procedures and principles
for achievement of transparency and uniformity ca@rounting and reporting systems of banks,
prevention of exclusion of their transactions froenords, sound and reliable recognition of their
operations in accordance with their actual costs @meparation, reporting and publication of
financial statements containing information on ttheginsolidated and non consolidated financial
positions and financial performances and managefi@iency on a correct and timely basis and

retention of documents.

Basis
ARTICLE 2 — (1) This Regulation has been prepared on the lo&gsticles 37, 39, 42, 93 and
95 of the Banking Law Nr. 5411 dated 19/10/2005.

Definitions
ARTICLE 3 — (1) The following terms used in this Regulationalthhave the meanings
expressly designated to them below:

a) Bank(s): Bank(s) which are defined in Article 3tloé Law

b) Law: Banking Law Nr. 5411

c) Board: Banking Regulation and Supervision Board

¢) Agency: Banking Regulation and Supervision Agenc



d) Institution associations: The Banks AssociatdrilTurkey and the Participation Banks
Association of Turkey

e) Turkish Accounting Standard: Turkish Accounti8gandards and Turkish Financial
Reporting Standards put into force by the Turkisiuil of Accounting Standards as well as

annexes to and interpretations concerning them.

SECTION TWO

Recognition of operations, financial statements anfinancial reports

Recognition of operations

ARTICLE 4 — (1) Banks recognize their operations in their aotimg systems as per this
Regulation and communiqués to be enacted by thedBdais essential that operations are
recognized under accounting records in line with Trkish Accounting Standard subject to the
provisions of the Communiqué on the Conceptual Emaonk for Principles for Preparation and
Presentation of Financial Statements under PosNiori by the Turkish Council of Accounting
Standards, which was issued in the Official Gazéite 25702 dated 16/1/2005. However,
procedures and principles governing recognitiooérations by subsidiaries, jointly controlled
partnerships and participations and arrangememns$olidated financial statements, financial
statements for public disclosure and explanatiomsfaotnotes concerning them are established

by communiqués to be enacted by the Council.

Financial statements

ARTICLE 5 — (1) Financial statements are composed of memoranaltcounts and balance
sheets (financial position statement), income staté¢ (profit and loss statement), statement
relating to income-expense items accounted in Eguiequity change statement and cash flow
statement and profit distribution statement. Foteaand explanations on financial statements
and any explanatory reports and statements comgenmformation contained by financial
statements are an integral part of financial statém Balance sheets and income statements
constitute the basic financial statements togethigh footnotes, explanations and annexes

thereto.



Balance sheet

ARTICLE 6 — (1) Balance sheets are statements reflectingpah&’s economic and financial
positions as of a certain date and indicating &sets, liabilities and equity in the form of
accounts of assets and liabilities in a true angdecb manner. The assets part of the balance
sheets is arranged according to the quicknessoforersion into cash funds as the liabilities part

is arranged according to payment quickness.

(2) Balance sheets are prepared according to the basist value. Therefore, accounts

having the nature of regulating the bank’s strieguof assets and liabilities are indicated as
individual deduction items under the relevant ite/scounts reflecting the liabilities and assets
structure of the balance sheets cannot be mutobgt. It is ensured that accounts yielding a
debt balance are included in the assets part ofb#tence sheet while accounts yielding a

receivable balance are included in the liabilipest.

(3) Assets are indicated in the balance sheets in tteseight of utilizing their future
economic benefits belongs to the bank and thakthes values or costs that can be measured
reliably. No accrual operation is conducted for amageivables the sums of which cannot be
determined definitively. Such receivables are iathd by explanation and footnotes concerning

the items of assets.

4) Liabilities are indicated in the balance sheet asec a deed is possessed leading
resources containing economic benefits to leavédmk and the necessary sum to meet this deed

is measured reliably.

(5) All the foreign resources of the bank, which arewn and the sums of which can be
estimated appropriately, including those the suimstoch cannot be determined definitively or
which are subjects of conflicts must be determiared recorded and shown in the balance sheets

accordingly.



(6) Off- balance sheet accounts refer to the off-baasheet accounts, which do not
concern the bank’s assets and liabilities at a filsgree and are used for the purpose of
monitoring non-cash credits provided to customexs rgghts and obligations which will lead to
debts or receivables in the future and values umbivative possession and information

intended to be followed under the accounting disoep

(7) Because the balances of the off-balance sheet mic@lo not bear a nature of real
values of assets and liabilities, the accountsis group are not compared to the accounts of

balance sheets and income statements.

Statements relating to income-expense items accoendtin income statement and equities
ARTICLE 7 - (1) Income statements are statements indicatihthealproceeds and income
generated by the bank in a given accounting pesodell as all the costs and expenses incurred
in a classified manner and summarizing the residltse period’s operations as profit or loss.

(2) All the income and expenses are taken under remottie basis of dates of accrual and

indicated in the income statement for the accogntieriod during which they are accrued.

(3) All the income and expenses are classified on #msbof resources; each group of
expenses is compared to the group of expensetaieseto and indicated on the basis of their
gross sums. Any income items may not be excludaa the income statement by netting them

entirely or partially.

4) Income is recognized in the income statement winemetis a reliably measurable
increase in economic benefits that can be deriep@iading on an increase in assets or a decrease
in liabilities. Taking income under record is realil simultaneously with the increase in assets or

decreases in liabilities.

(5) Expenses are recognized in the income statemem Wiege is a reliably measurable
decrease in economic benefits that can be deriwgbrdling on a decrease in assets or an



increase in liabilities. Taking income under recrdealized simultaneously with the decrease in

assets or increase in liabilities.

(6) Any non-realized income and profits may not be ¢atkd as having realized or those
realized income may not be indicated to be in exagflsor less than actual sums. Correct
settlement of accounts and mutual agreement tharesh be carried out at the starts and ends of
the relevant period or periods so that a certainogeor periods can reflect true results of

operations.

(7) In the event that there is a need to make a caorecécord in connection with income,
expenses, profit and loss records but that suchrdecare not of a magnitude calling for
corrections in the financial statements of the ey periods, any such corrections made are

indicated by the period’s income statement.

(8) The statement relating to income-expense itemsuated in equities the statement
which is not associated with profit or loss purguanTurkish Accounting Standards and which
indicates income or expense items that are cladsiinder equities including re-classification

corrections.

Cash flow statements

ARTICLE 8 — (1) Cash flow statements are statements indicataslp flows (cash collections
and payments) representing the changes taking plabe banks’ cash and assets similar to cash
in a certain accounting period by classificationtba basis of banking operations, investment
operations and financing operations in respecdh@if resources and utilization places. Cash flow
statements contain financial data used in evalnatiothe bank’s capability of generating cash
and cash equivalent assets, their sums, timingdefiditiveness and the basis of cash is adopted

over arrangement of these statements.



Equity change statements

ARTICLE 9 — (1) Equity changes statements are drawn up suathtltley can indicate period
start balances of each of the items of principdl @ntributive capital, any increases or decreases
taking place in such items during the period andbpeend balances separately. For the purpose
of ensuring comparability, previous period moversaart from current period movements are

indicated in a separate part.

Financial reports

ARTICLE 10 — (1) Year-end financial statements prepared in\wté the format and contents
laid down by this Regulation and relevant commuégundependent audit report and additional
information which will take place in the annex bét and deemed appropriate to be declared by
the Board constitute year-end financial reportgsariicial statements concerning the related
interim period excluding profit distribution statent, independent audit report, interim period
activity report including the evaluations relatit@yinterim activities of the bank’s chairman of
board of directors and general manager which &Kketplace in the annex thereof as well as ,
additional information which are deemed appropri@tebe declared by the Board constitute

interim period financial reports.

SECTION THREE
Consolidation of Financial Statements of OverseasrB8nches and

Responsibility of the Board of Directors

Consolidation of financial statements of overseagénches
ARTICLE 11 — (1) It is essential that the financial statemeaftshe overseas branches of the
banks based in Turkey be consolidated with thenfirld statements of the bank’s local

operations.

(2) In the event that the financial statements of ama&ssranches have not been drawn up in
line with the principles covered by this Regulatiorecessary corrections are made during
preparation of consolidated financial statementd aompliance is thus achieved with the

procedures and principles determined by this Réigula



(3) In the event that the financial statements of aessbranches have been drawn up
through adoption of different accounting policissch differences caused by accounting policies
are eliminated during preparation of consolidatewarfcial statements by applying common
accounting policies subject to the principles ldmlvn by this Regulation. If it is impossible
accurately to calculate the differences caused Hey @ccounting policies, the operation of
correction is conducted on the basis of certainragsions and estimates and such assumptions

and estimates are explained by footnotes.

4) The financial statements of overseas branchesasotidated by taking as a basis the
date of preparation of the financial statementthefbank’s head office.

(5) Assets and liabilities accounts of overseas bra@re taken into the consolidated

balance sheets by applying the method of “full ctidation”. It is ensured that assets, resources,
income and expenses and off-balance sheet accoluotgrseas branches are combined with the
assets, resources, income, expenses and off- batdreet accounts of the head office at one
hundred per cent. Assets and liabilities accouhtie bank’s overseas branches and local units
are added up. Receivables and debts of the baek@ dffice and overseas branches from and to

one another are mutually deducted.

(6) Income and expenses of overseas branches arelyertleen under the income
statements. Any income and expenses arising duamsactions between local and overseas units

taken under consolidation are mutually written off.

(7) Major practices between the head office and oversads are indicated by footnotes on
the consolidated financial statements and majorachf such practices on assets, resources,
financial positions and profit / loss are clarifi€buntries and cities where overseas branches are
located, their sizes of assets and deposits andat@h methods used in different items of
consolidated financial statements and methods irsedlue corrections must be explained by
footnotes of the balance sheets as well as proditess statements.



Responsibility of the board of directors

ARTICLE 12 — (1) The board of directors is obligated to deteenthe financial reporting
system, duties, powers and responsibilities, entwenformation systems be in an adequate
level and observe implementation, including recbgniof operations, preparation, approval and
inspection of financial statements and submissidnthem to competent authorities and
publication thereof as per the procedures and ipteclaid down by this Regulation. Depending
on this obligation, the board of directors is rasgble for taking necessary measures in
connection with identification of basic policiegwtlopment of business definitions, powers and
responsibilities in line with business flow diagmm a clear manner, rendering the internal and
external information flow systems adequate, esthbient of powers and responsibilities in a
clear manner and surveillance of related implentemtan connection with the accounting and

reporting systems.

SECTION FOUR

Signature, submission and publication of financiateports by authorized persons

Signature of financial reports by authorized persos

ARTICLE 13- (1) Year-end and interim period financial repoaisd financial statements,
excluding independent auditing reports, annexetthégse reports as well as related explanations
and footnotes including financial statements drayrat the end of each month, the contents and
format of which will be determined by the Board aigned by the chairman of board of
directors, supervisory committee members, geneasagers, deputy general managers in charge
of financial reports and relevant unit managerpansons having titles equivalent to them in the
banks established in Turkey by stating names athek twith a statement that they are in

compliance with the provisions of this Regulatiow accounting records.

(2) Signature obligation is met by the members of tharth of directors in the case of banks

operating in Turkey by opening branches.



Submission and publication of financial reports

ARTICLE 14 — (1) Banks have to submit their year end consaidlaand non-consolidated

financial reports and reports prepared by auditgpointed as per Article 347 of Turkish
Commercial Code Nr. 6762 of 29/6/1956 to the Ageausd institution associations on electronic

media and in printed format by the end of Aprilttfidlows the related year.

(2) Banks operating in Turkey by opening branches hav&ubmit their year-end balance
sheets and income statements on their operatiodarkey as well as their explanations and
footnotes and balance sheets and income statewfethisir head offices, which are drawn up by
their management centers in Turkey and signed bybtrard of managers, to the Agency and

institution associations on electronic media angrinted format.

(3) Banks have to submit non-consolidated and congelidmterim financial reports to be
drawn up as of the end of March, June and Septetolibe Agency and institution associations

within forty five days and seventy five days, respely.

4) Banks have to submit copies of balance sheetsranuine statements to be drawn up at
the end of each month as well as any other additiofiormation and explanations requested by

the Agency to the Agency within thirty days followji the respective period.

(5) Banks announce their year-end consolidated andcanselidated reports and reports
prepared by auditors appointed as per Article 3@ Turkish Commercial Code in the Turkish
Journal of Trade Registrations until the end of iAfirat follows the related year. Following
announcement made in the Turkish Journal of TraggidRations, year end financial statements
without any footnotes, independent auditors’ repairtd reports prepared by auditors appointed
as per Article 347 of the Turkish Commercial Code gent to the Official Gazette for
publication within seven days. The relevant Offickazette coverage contains an easily readable
phrase that indicates the date and number of thkisfuJournal of Trade Registrations where
such an announcement is made and states that hrdlisformation is easily accessible on the
Internet pages of the relevant bank and instituéissociations by indicating the Internet page of



published information. Banks notify the Agency béir declaration that the number and date of
the Official Gazette where such an announcememiide and published information are same as
the information sent to the Agency within seveng&ym the announcement in the Official

Gazette.

(6) The institution associations are obligated to mlbleach bank’s year-end financial

reports and interim financial reports submitteditem on their Internet pages within seven days
at the latest from the date of publication in thiéidial Gazette as per the fifth paragraph of this
article and date of submission to them, respegtivel

(7) Banks have to publish their year-end financial regpand interim financial reports on
their Internet pages as of the date of publicaitiotine Official Gazette as per the fifth paragraph
and after public disclosure by the institution @sstons, respectively, making them available for

access by users for a period of minimum five y#aeseafter.

(8) The Agency is entitled to grant additional time itenfor submission of the financial
reports to be disclosed to the public to the autiiesridentified by the first paragraph and their

subsequent announcement in case of coincidentateve

(9) Banks have to submit surveillance reports contgirfinancial statements, reports and
statements, for which procedures and principles lvélset forth by the Agency, to the Agency

subject to the principles and time limits to belldown by the Board.

(10)  In the interim activity reports which will includée evaluations of interim activities of
the bank’s chairman of board of directors and ganenanager, financial position and
performance of the bank and the partnerships isaatated concerning the rated interim period,
important events and operations which affect thew #he evaluations concerning the related
post-interim period are presented and the inforomatither than the explanations including the

numeric information in financial statements inclddim the annual activity report prepared



pursuant to the Regulation on the Principles amddttures on the Preparation and Publication of
the Annual Activity Report by Banks published ire tBfficial Gazette dated November 01, 2006
and Nr. 26333 as well as related amendments atigeie is any, the effects thereof on the
financial position of the bank and the partnershiigonsolidated concerning the related interim
period are explained. In the case that there do exiét any significant changes in the

explanations in the said scope in the annual @gtieport, this situation is stated.

SECTION FIVE
Miscellaneous and Final Provisions

Uniform chart of accounts and explanations thereof
ARTICLE 15 - (1) The uniform chart of accounts and explanatitreyeof, which shall be

implemented by banks, are regulated by the Board.

Competent authority
ARTICLE 16 — (1) The Agency and the Board are entitled to mekplanations regarding
implementation of this Regulation and introduceitoldal arrangements thereof, respectively.

Retention of documents

ARTICLE 17 — (1) Banks are obligated to retain for presentatdienever requested within
their own premises the originals of any documentgerning their operations or their copies in a
manner leaving no room for their accuracy if kegpuoriginals is not possible as well as
mechanically reproduced copies of any letters &ettteir customers or private or public entities,
which shall be arranged by assigning them dateshantbers sequentially, including any letters,
telegrams, electronic mails, notices and notifaai any other letters received from their

customers or public or private entities and orgaions.

(2) It is obligatory that registration of documentferred to by the first paragraph is
maintained under a correspondence registratioresy$ty assigning them dates, numbers and
subjects. Provided that the limitations imposedoliyer laws are reserved, banks may retain



documents other than statutory books on microfilmigrofiches or electronic, magnetic or other

similar media in a manner allowing their preseotain case of a request.

Regulation abolished
ARTICLE 18 — (1) The Accounting Implementation Regulation issuethe repetitive issue of
Official Gazette Nr. 24793 dated 22/6/2002 is hgratolished.

Adaptation period
PROVISIONAL ARTICLE 1 - (1) Implementation of the communiqués abolishedtlig

Regulation continues until after the communiquébdaenacted pursuant to this Regulation take
force.

Entry into Force
ARTICLE 19 — (1) This Regulation enters into force on the aderomulgation.

Enforcement
ARTICLE 20 — (1) The provisions of this Regulation are enfordsdthe Chairman of the
Banking Regulation and Supervision Agency.



