From the Banking Regulation and Supervisory Board:

REGULATION ON MEASUREMENT AND EVALUATION OF CAPITAL
ADEQUACY OF BANKS
(Published in Official Journal No 26333 of NovemleP006)

SECTION ONE
Purpose and Scope, Legal Basis and Definitions

Purpose and scope

ARTICLE 1- (1) The purpose of this Regulation is to regulatefrocedures and
principles for ensuring that banks hold adequapétalaon a consolidated and non-
consolidated basis as hedging against potentisgtothat may be incurred as a result of risks
experienced.

Legal Basis
ARTICLE 2- (1) This Regulation is based on Articles 43, 45a4d 93 of Banking
Law Nr. 5411 dated October 19, 2005.

Definitions

ARTICLE 3- (1) The following terms used in this Regulation shalé the meanings

expressly designated to them as follows:
a) Accounts of purchase and sale: Financial insgtntsbanks hold so as to transact purchase
and sale transactions in money and capital manketisort term basis; to benefit from
expected or actual price differences between psechad sale prices or other price and
interest rate changes; or to mediate purchaseaaasincluding repo and securities lending
due to market making for such sales as well ayakere financial instruments made so as to
protection from the risks which stem from the d@mdncial instruments and the related
positions or to decrease the risks mentioned at@dlance sheet and off-balance sheet
accounts and positions in which speculative dexedinancial instruments are monitored,
b) Bank: Banks as defined by Article 3 of this Law,
c) Commodity: Precious metals and other commodstidgect to the limitations under Article
57 of this Law,



¢) Commodity risk: Potential losses that may beosgl to by a bank depending on position
condition concerning commodity and commodity badedvative financial instruments due
to fluctuations in commodity prices,

d) Interest rate risk: Potential losses that magxposed to by a bank depending on position
condition within financial instruments includedancounts of purchase and sale due to
fluctuations in interest rates,

e) Financial institution: Financial institutions @sfined by Article 3 of this Law,

t) General market risk: Potential losses the baal be exposed to in the values of positions
concerning the financial instruments included ioamts of purchase and sale of bank due to
interest rate risk and shares position risk,

g) Shares position risk: Potential losses that beincurred by a bank due to fluctuations in
prices of shares depending on shares positiondadlin accounts of purchase and sale,

g) Law: Banking Law Nr. 5411,

h) Precious metals: Silver and platinum tradedheyRrecious Metals Exchanges, for which
standards and qualifications are set by the Turkiglasury or Istanbul Gold Exchange,

1) Consolidated own-fund: Consolidated own-fundbécacalculated according to the
procedures and principles laid down by the Reguhatin Own-funds of Banks,

i) Consolidated capital adequacy standard ratie §tandard ratio, “equity / (sum as a basis
for credit risk + sum as a basis for capital riskim as a basis for operational risk), which is
calculated on a consolidated basis

j) Sum as a basis for credit risk: Sum to be carsid in determination of the sum of own-
fund required to be maintained for losses that beincurred due to the credit risk which
stem from in-balance sheet assets and non-cass, lcammitments and derivative financial
instruments in account of the standard ratio oftahpdequacy,

k) Exchange rate risk: Potential losses that mant@red by banks as a result of changes in
exchange rates due to all of their foreign curreassets and liabilities

1) Board: Banking Regulation and Supervision Board,

m) Agency: Banking Regulation and Supervision Agenc

n) Operational risk: Potential losses that maynoeiired by banks as a result of omission of
any errors and irregularities due to problems avternal control, failure by the bank
management and staff to take action as requiredibngnt times and conditions, errors in the
bank management, errors and problems in informadohnology systems and disasters such

as earthquake, fire and flood or acts of terror,



0) Sum as a basis for operational risk: Sum todmsidered in determination of the sum of
equity required to be held against losses thatmeayncurred due to operational risks over
calculation of the capital adequacy standard ratio,

0) Equity: Equity to be calculated according to pnecedures and principles laid down by the
Regulation on the Equity of Banks

p) Market risk: Potential losses that may be inetditoy banks due to general market risk,
exchange rate risk, specific risk, merchandisearsk swap risk,

r) Sum as a basis for market risks: Sum to be densd in determination of the sum of equity
required to be held against losses that may beriedulue to the market risk with regard to
calculation of the capital adequacy standard ratio,

s) Capital adequacy standard ratio: The “equigufi( as a basis for credit risk + sum as a
basis for capital risk + sum as a basis for opematirisk), standard ratio which is calculated
on a non consolidated basis,

s) Specific risk: Potential losses that may be inetidue to problems likely to arise out of
management and financial structures of the ingtitgtissuing or guaranteeing the financial
institutions assuming the payment obligations whihpositions related to the financial
instruments included in the purchase and sale ats@i the banks with regard to such
positions, excluding extraordinary market movements

t) Swap risk: Potential losses that may be incubnga bank due to price fluctuations of
securities, foreign exchanges or merchandise stgjié@nsactions as a result of failure to
realize a swap transaction on its due date in @aégansactions which cover delivery of
securities, foreign exchanges or merchandise obdkis of prices foresee on a certain due
date and foresee that both parties meet theiratihigs on such due dates,

u) Organized stock exchanges: Stock exchangeswapierate regularly, for which
procedures and principles governing their operatialembership and contracts to be traded
are determined or approved by the competent atigom the country of establishment and
which are obligated to complement daily guaranfeesontracts traded as per the swap
mechanism,

) Renewal cost: Value equal to cost required tmberred as of the date of preparation of
balance sheet for replacement of an asset witthanasset, which has the same functions
and operational life span and a similar natureegpect of elements such as productivity and

profitability.



SECTION TWO
Calculation of the Sum as a Basis for Credit Risk

Sum as a Basis for Credit Risk

ARTICLE 4- (1) The sum as a basis for credit risks is cosedof the total of sums
as a basis concerning in-balance sheet assetoarnthsh loans, commitments and derivative
financial instruments.

(2) No sum as a basis for credit risk is calculdtedhe following:

a) Shares, investment fund and participation ¢eatés included in the purchase and sale
account of the bank, for which capital obligatisrcalculated for specific risks they bear in
establishment of the sum as a basis for marketaisf securities for which yield is indexed
to interest rates,

b) Sums considered as the value reduced fromltaard capital under the Regulation on
Equity of Banks,

c¢) Positions concerning the derivative financiatinoments traded by organized stock
exchanges.

(3) Sums as a basis for credit risks of in-balasteet assets and non-cash loans,
commitments and derivative financial instruments@alculated by applying the risk weights
indicated by the analysis forms under Annex 2 andex 3 to their credit equivalents.

(4) Credit equivalents refer to:

a) their values recorded in balance sheets in cegpén-balance sheet assets that are
excluded from the funds extended from the parti@meaccounts as well as seventy five per
cent of their values recorded in balance sheetssipect of such funds,

b) sums to be computed by multiplying net sums afégluction of reserves allocated for
these transactions pursuant to the Regulation darigaAmendments to the Regulation on
the Procedures and Principles for DeterminatioQu#dlifications of Loans and Other
Receivables by Banks and Provisions to be Set Agiday, by the ratios of non-performing
loans laid down by Article 5(1) in respect of tierisactions related to non-cash loans and
commitments,

¢) Sums to be computed by multiplying nominal valo&éforeign exchange, interest rates and
gold in respect of derivative financial instrumebysthe ratios of non-performing loans laid
down by Article 5(2)



¢) Sums to be computed by adding positive renewastisdo the sum to be found by
multiplying nominal values of shares and merchandigespect of derivative financial
instruments by the ratios of non-performing loamd bdown by Article 5(3)

(5) Credit equivalents of assets facing depletion autetiation are calculated after
deducting relevant amortizations and reserves.

(6) The sum taken as a basis for calculation ottkdit limits of commitments having
the nature of unlimited guarantee extended to titleagities of a foreign country pursuant to
the legislation of the relevant country as covedigbilities of affiliates and subsidiaries
operating banking operations in foreign countriesstitute the value before special
provisions in calculation of credit equivalents guant to the paragraph 4 (b).

(7) Sale transactions concerning forward asset puect@mmitments and bank assets
for which risks may be reverted to the bank areghteid on the basis of the risk weight of the
asset subject to transaction.

(8) In the event that guarantees are providednftralance sheet asset, non-cash loans,
commitments and derivative financial instrumentdydheir guaranteed portions may be
subject to risk weight depending on respective guiaes.

(9) Those for which no risk weight has yet beengieged in connection with the
newly defined items and new financial instrumersta aesult of amendments made to the

relevant legislation is subject to a risk weighbat hundred per cent.

Ratios of non-performing loans of non-cash loansoenmitments and derivative

financial instruments

ARTICLE 5- (1) The following ratios of non-performing loans apphcable for non-

cash loans and commitments:

a) Non-cash loans and commitments for which a ratioasf-performing loans at one hundred

per cent is applicable are:

1) Guarantee letters for procurement of cash (gueesletters given as a guarantee of a

financial obligation assumed by a beneficiary),

2) Acceptance credits issued as bills of surety,

3) Irrevocable guarantee (security) letters of itraald confirmed export letter of credits,



4) Endorsements, for which the chain of endorsesng@ogés not involve any banks,

5) Factoring guarantees,

6) Guarantees issued for pre-financing creditsautlyuarantee letters

7) Sale transactions concerning bank assets farhwisks may be reverted to bank,

8) Guarantees issued for cash loans provided flonweal,

9) Forward assets purchase commitments,

10) Forward deposit sale commitments,

11) Commitments of participation in capital of sidsries and joint partnerships.

b) Non-cash loans and commitments for which a maitison-performing loans at fifty per
cent is applicable are:

1) Other guarantee letters excluding those issoedrbcurement of cash,

2) Purchase guarantees in the case of securisieanses,

3) Credit allocation commitments with extension rgudee,

4) Agency commitments for securities issuances,

5) (Abolished sub-paragrap®G-221312008-26824),

6) Letters of credit other than those for whichaa@f non-performing loans at zero per cent,
twenty per cent and one hundred per cent will iicgble,

7) Any guarantees and sureties for which ratioarf-performing loans has not been yet
determined,

c) Non-cash loans and commitments for which a raftioon-performing loans at twenty per
cent is applicable:

1) Payment commitments for checks,

2) Import and export letters of credits with a tesfiless than one year, for which
merchandise to be exported or imported servegasm@ntee

3) Revocable commitments other than those for whicdtio of non-performing loans at zero
per cent will be applicable

4) (Additional sub-paragraph: OG-10/10/2007-26G8@%vocable commitments for which
ratio of non-performing loans has not been yetrdeiteed

5) (Additional sub-paragraph: O&21312008-26824) Crediardslimit commitments,

6) (Additional sub-paragraph: 0@21312008-26824) Credikeposit account limit
commitments

¢) Non-cash loans and commitments for which a raftioon-performing loans at zero per

cent is applicable:



1) Acceptance credits for which no bills of surkfwe been issued

2) Letters of credit having no payment obligatienb@half of beneficiary
3) Endorsements with a chain of endorsements im@lany bank
4) Foreign exchange trading commitments with aaai¥e date of up to two days
5) (Amended sub-paragraph: OG-10/10/2007-26669) Assééscommitments, forward
deposit purchase commitments
6) Revocable and unconditional commitments that beagancelled by banks discretionally
(2) The ratios of non-performing loans indicatetbieare applicable for forward, futures and
swap trading contracts indexed to foreign exchaimgerest rates and gold as well as
purchased trading options as per initial dates.

(3) The ratios of non-performing loans are appliedbr forward, futures and swap
trading contracts based on shares and merchamdiseuachased trading options depending

on their residual terms.

According to the Regulation (0G-22/3/2008-26824fpbe the amendmert) Credit card
expense limit commitments, 2 upon the Regula®G-10 10/2007-26669/) before the
amendment5) Asset sale commitments, forward deposit purchasanitments and

irrevocable commitments,

N Contracts Based | Contracts Based on
Initial Date .
on Interest Rate Foreign Exchange and
(Term on the Contract)
(%) Gold (%)
With a term of up to two weeks 0 0
With a term of one year or less 0,5 2
With a term of one year to two years 1 5
For each additional years after two yealrs 1 3
Period before term Contracts Contracts Contracts Bsed on




(Term on the Contract) Based on Based on Other Merchandise
Stock and Precious (%)
Shares(%) Metals (%)
Those with a period of one year
_ 6 7 10
or less before maturity
Those with a period of one year
_ ) 8 7 12
to five years before maturity
Those with a period of more thap
_ ) 10 8 15
five years before maturity

SECTION THREE

Calculation of the Sum as a Basis for Market Risk

Sum as a Basis for Market Risk

ARTICLE 6- (1) The sum as a basis for market risks is calculayetthdd risk
measurement models or standard method.

(2) The sum as a basis for market risk is calcdlatethose banks for which there is
no risk measurement model permitted by the Boardi$e, risk measurement method is
considered inadequate by the Board or the Boaftltlse opinion that the adequacy and
reliability of their models have lost, by multiphg the total of capital adequacy required for
general market risk, exchange rate risk, spedslc merchandise risk, swap risk and options
calculated according to the standard method byevehd a half.

(3) The sum as a basis for market risk is calcdlatethose banks which have a risk
measurement model permitted by the Board for umuisd by multiplying the capital
adequacy based on the value at risk by twelve dradfa

(4) The procedures and principles for use of thle measurement model in calculation
of the sum as a basis for market risk and calanati market risk by means of risk

measurement model as well as the procedures amzpes for calculation of capital



adequacy for market risk stemming from options adiog to standard method are regulated
by the Communiqués to be adopted by the Board ecomzethis Regulation.

(5) (Additional paragraph: OG-10/10/2007-26669)3 In the event that the shhre o
securities available for sale within balance-sloé¢he bank exceeds ten per cent, securities
available for sale accounts are considered as asechnd sale accounts according to the
implementation of this Regulation and capital adeyuor market risk and specific risk is
calculated concerning these in determination oftiva as a basis for market risk.

ARTICLE 7-(1) (1) General market risk that may arise outwétiiations in the
interest rate concerning the financial instrumésagng a yield indexed to an interest rate,
which are included in purchase and sale accourtteedbank, are calculated by classifying
and placing their long and short positions on tlaéumty ladder table included in Annex 4.

(2) The maturity ladder table is prepared indiviluan the basis of the New Turkish
Lira equivalents of each currency to be determimgthe Board.

(3) Fixed interest securities are placed on the@pate tranche of maturities on the
maturity ladder table according to the periods teefoaturity while variable interest
securities are placed on the appropriate trancheatdrities on the maturity ladder table
according to the periods before the date of reipyic

(4) In the event that interest is collected at @alde rate and fixed interest is paid in
an interest swap transaction, a long position iewr on the maturity ladder table at variable
interest rate for the term up to the date of reipg; a short position is written at fixed interest

rate for the remaining maturity of the swap corttrac

This paragraph, pursuant to the Article 15 of thegRlation (OG-10 102007-26669) enters
into force as of January 1, 2008.

(5) The long and short positions in each trancheaturities are weighted with the
risk weight in the relevant tranche of maturitiestbe table indicated below. Vertical capital
adequacy is calculated at a rate of ten per cettli@basis of the smaller one of the total short
and long positions weighted in the same tranchmattirities in terms of absolute values. For
the purpose of finding out a single net positiongach tranche of maturities, the short and
long positions in all the tranche of maturities aedted.

(6) Net short and long positions of the tranchenafurities computed are individually
added up for all the three time intervals and mekient of positions with reverse directions in

the same time interval, Horizontal Capital Adequbis/calculated at a rate of forty per cent



for Time Interval | and at a rate of thirty per tér Time Intervals Il and 11l on the basis of
the absolute value of the smaller one of themnmseof absolute values.

(7) Net positions are obtained for each time irdaeby netting the short and long
positions within the three time intervals.

(8) In case of positions with reverse directionthi@ neighboring time intervals,
Horizontal Capital Adequacy-Il is calculated abgerof forty per cent on the basis of the
absolute value of the smaller of them in termshsicdute values.

(9) Those time intervals which become equal dubegresence of positions with
reverse directions in the neighboring time intes\aid for which Horizontal Capital
Adequacy-Il is calculated are netted. If Time Iatds | and Il are netted, the new position
value found is accepted as the position of Timerir@l I; if Time Intervals Il and Ill are
netted, the new position found is accepted asalédipn of Time Interval lll. In case the
positions for Time Intervals | and Ill are the gasis with the same directions, Horizontal
Capital Adequacy- Il is calculated at a rate o drundred per cent at the absolute value of
their sum; it is calculated at a rate of one huddgrer cent at the absolute value of the one
with a smaller absolute value if one is short dreldther is a long position; it is calculated at
a rate of one hundred per cent at the absolute\althe position obtained by netting both

positions.

Period before maturity | Risk Weight (%) | Assumed Yield Changg%)

[.TIME INTERVAL

Less than 1 month 0,00 1,00
Between 1 to 3 months 0.20 1,00
Between 3 to 6 months 0.40 1,00
Between 6 to 12 months 0,70 1,00

[l. TIME INTERVAL

Between 1 to 2 years 1,25 0.90

Between 2 to 3 years 1,75 0.80
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Between 3 to 4 years 2,25 0.75

lll. TIME INTERVAL

Between 4 to 5 years 2,75 0.75
Between 5 to 7 years 3.25 0,70
Between 7 to 10 years 3,75 0,65
Between 10 to 15 yearg 4,50 0,60
Between 15 to 20 yearg 5,25 0.60
20 years and more 6.00 0,60

(10) In the event that there are positions in Hraesdirections in all the tranche of
terms or time intervals on the table of threshaoidsaturities, Horizontal Capital Adequacy-
Il is calculated at the absolute value of their sum

(11) The total of vertical and horizontal capitdeguacy indicates capital adequacy
necessary for general market risk concerning firmestruments with a yield indexed to an

interest rate.
Netting

ARTICLE 8- (1) (1) The procedures and principles for ngti the long and short
positions of the financial instruments becomingadquith each other such as similar
securities included in the purchase and sale atsatfithe bank, which are issued by the
same person at the same foreign exchange rateprauna maturity are established by the
Board.

Calculation by the standard method of capital adeqgacy for specific risk
concerning financial instruments with a yield indexed to an interest rate
ARTICLE 9- (1)Capital adequacy is calculated for specific riskhatrates in the

following table by considering the types and rermgjrmaturities of the securities with a
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yield indexed to an interest rate, which are inetlich the purchase and sale accounts, on the
basis of the net position amounts.

(2) Qualified securities are composed of securliegng received an investable rating
from at least two credit rating agencies. Secwwihich receives an investable rating from
only one credit rating agency or is never rated bawpccepted as qualified securities in case
the issuer of such securities has securities queitdan organized stock exchange.

(3) No specific risk is calculated for interest anathange rates swap transactions,
forward interest and foreign exchange transactmsinterest rate future transactions. In the
event that the financial instruments on which teatien is based on a futures contract are
securities with a yield indexed to an interest,rapecific risk for such securities is calculated

at the principles indicated by the present article.

Calculation by the standard method of capital adeqacy for general market risk
and specific risk concerning the positions of stosk investment funds and participation
certificates

ARTICLE 10- (1) Banks have to calculate capital adequacygecisic risk and
general market risk on the basis of the financisiruments affected price changes in shares
included in their purchase and sale accounts bgiderng:

a) Current market prices of futures and forwardseations indexed to individual shares,
b) Current market price of the share portfolio fargithe basis for transaction in futures

transactions associated with a share index.

Security Type Rate (%)

Public securities 0.00

Qualified securities:

Those with a period of 6 months or less before nitgtu 0.25

Those with a period of 6 — 24 months before maturit 1.00

Those with a period of more than 24 months befameunty 1.60

Other Securities 8.00
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(2) In share swap transactions, the positions fogneiach step of the transaction are
evaluated separately. If one of the steps of swaysaction is related with a fixed or variable
interest rate, this position is considered wittia &ccount of capital adequacy for the interest

risk according to the procedure determined witheArticle 7.

(3) The positions held relating to shares as vweetha capital adequacy for specific

risks and general are calculated separately basedganized stock-markets.

(4) The long and short positions related to shaxgerted by the same company are
included to the calculation after that they areifiéal.

(5) The capital adequacy to be allocated for spedsiccarried by share positions is
the eight percent of the total absolute value oftshnd long positions related to shares. This
ratio is applied as four percent for liquid and va&ersified portfolios. The specific risk ratio
for the contracts based on the indexes given witiertable below is two percent, and is four

percent for the contracts in which other indexessabject.

(6) The portfolios composed by the shares incluaigdin the indexes determined in
the table above are considered as liquid and vixgdlsified if;
a) the amount of a the position held for a shaesdwt exceed ten percent of the amount of
position held in each country’s markets (countrytfodio),
b) total share positions amount which does notexden percent of country portfolio and
which composes at least five percent of countryfplio does not exceed fifty percent of all
the shares portfolio of the bank.

(7) The capital adequacy which is required to be atkxtéor the general market risk
carried by share positions is eight percent ofdifference between total long positions and

short positions related to shares.

(8) The funds of investment and participation €iedies within the banks’ purchase
and sales accounts are included to the calculatiboapital adequacy for specific risk and
general market risk by adding the position reldtedach asset within the portfolio to the net

position amount related to the asset mentioned.
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INDEX COUNTRY

ISE-100 Turkey
S8cP500 US.A
NIK]KEI 225 Japan
DAX Germany

FTSE 100 and FTSE -Mid 25CEngland

CAC 40 France
TSE35 Canada
SMi Swiss

OMX Sweden
IBEX 35 Spain

EOE 25 Netherlands
BEL 20 Belgium
ATX Austria

Calculation of capital adequacy for exchange rateisk with the standard method

ARTICLE 11- (1) The banks are obliged to calculate the capital aaegfor
exchange rate risk upon their whole FX assets iabdities as well as their derivative
financial instruments including exchange rate riskhe calculation of own funds, the capital
adequacy for the exchange rate related to FX adsstsunted from main capital and capital
is not calculated.

(2) Within the aim of calculating the capital adaqy, net position related to all FX

assets and liabilities within the active and passigcounts by each FX type having a TRY
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equivalent, net position related to FX irrevocaid&-cash and net position related to
derivative financial instruments are to be foundt Bhort positions and net long positions
found for each FX type are accumulated separatelyaanong these, capital adequacy by 8%
is calculated based on the total of the biggesthyr&bsolute value and net gold position by
absolute value.

(3) In including the net position related to FXewpcable non-cash loans to the
calculation of capital adequacy, if the claim riglgtto liability which has not transformed to
liquidity yet is by the same monetary type as nasghcloan, the amount of claim is considered
as long position. Nevertheless, if the claim isalyifferent monetary type, the amount of the
claim is showed among the FX assets as long podilydts own monetary type. In
considering the claim related to non-cash loareras position, it is fundamental that the

claim is documented or guaranteed.

(4) The creditworthiness and the solvency of noshdaan debtor is determined
within the framework of Regulation on the Principknd Procedures Relating to
Determination of the Quality of Loans and Other &eables by Banks and the Provisions to
be Allocated for Them. The long position to be usethe calculation of net position as a
result of the evaluation made this way is foundbigtracting from the amount of receivable
created by non-cash loan customer, the amounteaiaprovision allocated for the customer

within the passive accounts if it's available.

(5) The FX indexed assets and liabilities are showlRXaassets and liabilities based
on the FX type they are indexed by, without cormsidgthe account they are followed in the
calculation of net position.

(6) By each FX type, on condition that;
a) a hundred percent of the own funds of the higbies as absolute value among the total
long position amount not clarified and total shosition amount not clarified,
b) the difference between total long position antawi clarified and total short position
amount not clarified does nor exceed two percettt@bwn funds; the banks may not
calculate capital adequacy for the exchange rsgkereilating to the period that these rates are
provided.
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(7) As long as they do not exceed the amount of fumds and net long position in
FX in which they are followed, the long position@mt including the compound of FX and
FX indexed assets is exempt from the capital adagica exchange rate risk brought
pursuant this Regulation. For the FX and FX indexeskts composing the mentioned

structural long position, the capital adequacyasaalculated.

(8) The FX and FX indexed assets which may entdngscope of structural position,
the qualities to be carried for being consideresdtagtural position as well as conditions for
providing from the exemption from capital adequémystructural position are determined by
the Board.

Calculation of capital adequacy for swap risk by tle standard method

ARTICLE 12- (1) Banks have to calculate capital adequacy in casedhtractual
prices of securities (excluding those subject pmreeserve repo and security lending
transactions), foreign exchanges or merchandisiehvwdre not delivered to them on deadline,
are lower than the market price and the contraceprof any securities or merchandise not
delivered by them on deadline are higher than thket rates. The capital adequacy for swap
risk is computed by multiplying the absolute vati¢he difference between the contractual
price and current market price by the appropriatesramong those designated according to
the number of work days following the maturity iretfollowing table. No capital adequacy
for swap risk is calculated in respect of the @&itour days following the date of the maturity

of the unrealized transaction.

Calculation of capital adequacy for commodity riskby standard method

ARTICLE 13- (1) The banks are obliged to calculate the capital aaegfor
commodity risk for derivative financial instrumeritased on commodities and precious
metals, regardless of the account they are followed

(2) Each position related to derivative financratruments based on commodities is
expressed in terms of standard measurement unit.

(3) In the event that derivative financial trangat$ based on merchandise involve
any exchange rate risk or interest rate risk, adpidequacy is also calculated for exchange
rate risk or interest rate risk in addition to ntemadise risk.

(4) Merchandise risk is calculated on the basisamh type of merchandise

individually. In calculation of the position relatéo merchandise;
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a) The positions of different sub products of tame merchandise which may be inter-used
in meeting the liability,
b) The positions related to similar merchandisénaitorrelation of minimum nine tenth
between the price movements in a period of theolastyear and contracts based on them are
deemed the position for the same merchandise.

(5) The capital adequacy for merchandise risk is cortbby adding up fifteen per
cent of the value to be found by multiplying thesaloite value of the net position concerning
merchandise by the current market price of merciserahd three per cent of the value to be
computed by multiplying the sum of the absolutesealof long and short positions of

merchandise by the current market prices of metisan

Number of Work Days After the Maturity | Rate (%)

BetweenrS and 15 days 8

Between 16 an80days 50

Between 31 and5days 75

46 days and more 100
PART FOUR

Calculation of the Amount Subject to Operational Rgk

Amount Subject to Operational Risk

ARTICLE 14- (1) The sum as a basis for operational risk is caledlay the method
of basic indicators, standard method or alternatie¢hod. It is obligatory to receive
permission from the Board to use the standard ndeth@lternative method in such
calculation.

Method of basic indicators
ARTICLE 15— (1) The value to be computed by multiplying threrage of fifteen per
cent of the sums of the end of the year gross ataiincome of the bank realized in the last

three years by twelve and half is considered tine @sia basis for operational risk.
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(2) Annual gross income as in the financial stateimecluded in income statement
regulated according to the Articles 37 and 38 analiphed pursuant to the Article 39 of the
Law; is calculated by adding net interest inconoeset fees and commission incomes, default
incomes, commercial profit/loss (net) and othemrafierg incomes, and by decreasing
profit/loss stemming from securities monitored écwrities available for sale and securities
held for trading accounts and extraordinary incofireguding the sale profits of subsidiaries
and affiliates shares and real estate) and the saliested from insurance.

(3) (Amended paragraph: OG- 10/10/2007-2666§%verage is calculated without
including in calculation the sum of gross reveniaeshe year when the sum of annual gross
revenues to be calculated subject to the secondela negative or zero. No sum as a basis
for operational risks is calculated in case the sfiannual gross revenues is negative or zero
throughout the last three years. Gross income ¢oimzethe year in which annual gross
income amount to be calculated pursuant to thegpapa two is negative or zero is averaged
out without including it into the calculation. Ihe event that annual gross income amount is
negative or zero, this amount is not consideratbminator and denominator in calculation of
average. In the event that annual gross income am®uegative or zero during the last three

years, the sum as a basis for operational riskti€a@culated.

Standard method and implementation criteria

ARTICLE 16— (1) (Amended Article: OG-10/10/2007-26660nder the standard
method, the sum as a basis for operational risklsulated by multiplying the three year
average of the total of the sums of capital lig#pildo be found on the basis of branches of
operation by years by twelve and a half. The totalapital adequacy on the basis of branches
of operation by years is calculated by adding wividually for each year the values to be
found by multiplying the annual gross incomes faclebranch of operation the rates in the

following table corresponding to such a branchpdration.

Before the amendment pursuant to the Regulg@gs-10/10/2007-26669)2) Annual gross
income is composed of the total of net amountsitafrest incomes and non-interest incomes
realized as of the end of the year. Provisionsapetating costs inclusive of the payments
made to the persons or institutions from whichliiek received support services are
included to this amount. Profit/loss derived frdme sale of the securities monitored in

securities available for sale and securities helthaturity accounts as well as extraordinary
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incomes and amounts to be collected from insuraneelecreased from this amount.

Before the amendment pursuant to the RegulgR10/10/2007-26669)3) Gross income
amount concerning the year in which the annualsgmesome amount to be calculated
according to paragraph two is negative or zeroésaged out without including it to the
calculation. In the event that annual gross incameunt is negative or zero during the last

three years, the sum as a basis for operatiorkaisrisot calculated.

Before the amendment pursuant to the RegulationX®@®G0O/2007-26669)1) Under the
standard method, the sum as a basis for operatigkats calculated by multiplying the three
year average of the total of the sums of capisdility to be found on the basis of branches of
operation by years by twelve and a half. The totalapital adequacy on the basis of branches
of operation by years is calculated by adding wividually for each year the values to be
found by multiplying the annual gross incomes faclebranch of operation the rates in the
following table corresponding to such a branchpdration.

(2) In the event that the sum of capital adequatyutated on the basis of branches of
operation for any year proves negative, the sunapital adequacy for that year is considered
zero in calculation of the three year average eftthal of the sums of capital adequacy to be
found on the basis of branches of operation bysyear

(3) As the Board gives permission for use of thethmd, the following are considered:

a) If the following are implemented by the Bank Extve Board:

1) if policy and implementation procedures for @temal risk management have been

established,

2) if implementations regarding operational riskn@agement are controlled periodically,

b) If the bank’s internal control, internal auditdarisk management systems are adequate,
c) if the bank has written accounting implementaior instructions matching the gross
revenues generated through present operationsopétrations indicated by the first sub-
paragraph,

¢) (Amended sub-paragraph: OG-10/10/2007-2666@kibank’s information systems are
of a structure ensuring regular monitoring of grnoe®me arising out of the operations

indicated by the first sub-paragraph7
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7 Before the amendment (OG-10 10/2007-26669j:the bank’s information systems are of
a structure ensuring regular monitoring of profitass arising out of the operations indicated

by the first sub-paragraph

Activity o Ratio
Activities
Branches (%)

Counseling and intermediation services relateti¢ceixportation
of capital market instruments, securitization afeds, extension of
syndication loans and company mergers and takeas/esell as
Corporate o ) .
Banki acceptance of partnership interest obtained witfisiscope and | 18

anking . o . .
loans given to public institutions by direct or pliased debt issues
and deposit or participation fund excluded froméiyt branches

of retail banking.

Purchase and sale of monetary and capital mamsttsiments and
Purchase and | repurchase or resale commitment transactions, &éactions 18
Sale including effective, purchase and sale of precioes$al and

contracts based on these or to commodities.

Being Euro 1 million or an equivalent monetary wniin a less

. . amount, all cash and non-cash loans extendeduocah@ersons
Retail Banking N _ o 12
and legal entities as well as deposit and participdund

acceptance, transaction based on credit cards.

Retail
o Intermediation activities outside of corporate bagk 12
Intermediation

Cash and non-cash loan extensions amounting otienriuros

Commercial _ ) ] _
_ or an equivalent money or in a higher amount, faogo 15
banking L : .
forfeiting, financial leasing and external tradengactions.
Clearing and Intermediation transactions in bijpants, money transferring 18
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Payments services, clearing services.

Insurance agency and individual pension intermextisgervices
Agency . . o 15
_ as well as safe deposit box and maintenance aesivit
Services

Asset
Fund management 12
Management

(4) In matching by the bank of the sums of grosemees as per sub-paragraph (c) of
the third paragraph;
a) Where it is not possible to do direct matchintpthe operations indicated by the first
paragraph, whether there are any operations supgauch operations is evaluated and it is
included in revenues generated from such operations
b) If it is revenue generated from several brandfegperation, it is included in calculation as
the revenue generated from operation having thgelsitgcontribution.

Alternative method and implementation criteria

ARTICLE 17- (1) (Amended article :0G-10/10/2007-2669) The sum as a basis
for operational risks under the alternative methsdalculated by taking as basis three and a
half per cent of year-end balances of loans an@otaceivables covered by the scope of
retail and commercial banking for each year insted@nnual gross income amount of the
said activity branches relating to each year pursu® the procedures and principles
stipulated in the first and second paragraphs dfcle 168

(2) The criteria indicated by the third paragrapldicle 16 are considered over
evaluation of permission applications made to tigerty for use of this method. To be
eligible for making an application for permissitime bank must have generated minimum
ninety per cent of annual gross revenues to beilleadr subject to the procedures and
principles indicated by the second paragraph atkrtl5 through the operating branches of
retail and commercial banking and this must bafetby an independent audit report.
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PART FIVE
Capital Adequacy Standard Ratio and Consolidated Cgaital Adequacy Standard Ratio

Calculation of Capital adequacy standard ratio

ARTICLE 18- (1) Itis obligatory to affix and sustain the capitdeguacy standard

ratio to minimum eight percent.

(2) Capital adequacy standard ratio is calculateskd on the principles determined in
the Capital Adequacy Analysis Form within Annexflaonsidering the explanations given
within the Annex-1. In calculating the capital adaqy standard ratio, data arranged
according to the principles and procedures detaxdhimithin the regulations entered into

force pursuant the Law.

Standard ratio and calculation of consolidated capal adequacy

ARTICLE 19- (1) Itis essential hat the standard ratio of constéidaapital

adequacy is achieved and maintained at minimunt @ghcent.

(2) After balance sheet and extra balance sheetiatg of partnerships subject to
consolidation are combined by the banks havingthtus of a parent shareholder as per the
law and relevant sub-arrangements and an oblig&tipnepare consolidated financial sheets
in accordance with the principles for preparatibnansolidated financial sheets, with any
elimination operations having also been condudtezistandard rate of consolidated capital
adequacy is calculated by considering the explanatprovided under Annex 1 according to
the principles laid down by the Consolidated Capgidequacy Analysis Form in Annex 3.

8 Before the amendment (OG-10/10/2007-26668)The sum as a basis for operational
risks under the alternative method is calculatedtipiying the value found adding three and
a half per cent of the last three year averaged@stablished on the basis of the year end
balances of credits and other credits covered leysttope of retail and commercial banking
to the average of the sums of annual gross reveioudise last three years to be calculated
subject to the procedures and principles indicdigdrticle 16, excluding the branches of

operation listed by the first paragraph of Artidé.
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(3) Factoring receivables of non-banking finanoi@anizations subject to
consolidation and items concerning various loamsfands lent are indicated as part of the

items of credits on the subject analysis form.
Notification period and authorization for diversifi cation

ARTICLE 20- (1) (Amended article: OG-10/10/2007-2669) (1) Sheets concerning
the capital adequacy standard ratio and consotidagtpital adequacy standard ratio are
drawn up on the basis of the periods of calculatioinequity and consolidated equity
indicated by the Regulation on Equity of Banks lit#d in the Official Gazette dated
November 01, 2006 and Nr. 26333 and the stateredattrg to capital adequacy standard
ratio is sent to the Agency within thirty days @mlling the period and the statement relating to
the consolidated capital adequacy standard rasieristo the Agency within seventy-five

days following the period.9

(2) The Board may decide to increase the minimuio i capital adequacy and
minimum ratio of consolidated capital adequacy bysidering internal systems and asset and
financial structures of banks, to implement différetios on the basis of individual banks

and differentiate the periods of calculation aninsigsion.

SECTION SIX

Miscellaneous and Final Provisions
Non-Compliance with proportional limits

ARTICLE 21- (1) In the event that either of the standard rate pitabadequacy and
standard rate of consolidated capital adequacy fielow the minimum limit, it is essential
that the minimum limit be ensured within a timeitimf not more than six months as

determined by the Board from the period of caldaiat

(2) In the event that it is established during ewjons to be made that fictitious
transactions have been made for the purpose oinmgabe standard rates regulated by this
Regulation, the standard rates concerning theasatgyeriod is re-calculated by deducting any

sums corresponding to such transactions off thetessid obligations retrospectively.
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Transactions, accounts and financial instruments o particular nature
ARTICLE 22- (1) The procedures and principles for consiitamaof any transactions,
accounts and financial instruments in calculatibthe standard rates of consolidated and non

consolidated capital adequacy are regulated by aornqués.

Regulation abolished

9 Before the amendment (OG-10/10/2007-26669): (1¢Shencerning the standard rate
of capital adequacy and standard ratio of consdidbcapital adequacy are drawn up on the
basis of the periods of calculations of equity andsolidated equity indicated by the
Regulation on Equity of Banks and sent to the Agenihin one month following the

indicated dates at the latest

ARTICLE 23- (1) Regulation on the Measurement and EvaluatidheoBanks’
Capital Adequacy, published within the Official @tz Nr.24657dated January 31, 2002 is
abrogated.

Transitory and Definitive Guarantee Letters and Letters of Credit

TRANSITORY ARTICLE 1- (1) In application of Annex-2 and Annex-3, until the
date of January®12008;

a) Transitory and definitive guarantee letterseaqgosed to risk weight by twenty percent,
b) Letters of credit are exposed to risk weight,
excluding the ones which may be exposed to a loiskemweight.

Enforcement

ARTICLE 24- (1) Articles 14, 15, 16 and 17 of this Regulatwill become operative
on June 1, 2007.

Execution
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ARTICLE 25-(1) The provisions of this Regulation are condudigdhe Chairman

of Banking Regulation and Supervision Agency.
Official Gazette in which the Regulation was publised

Official Gazette in which the Legislation amended % the Regulation was published

Date Number

1/11/2006| 26333

Date

Number

1- 10/10/2007

26669

2- 22/3/2008

26824
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