By the Banking Requlation and Supervision Agency:

REGULATION ON THE PROCEDURES AND PRINCIPLES FOR
DETERMINATION OF QUALIFICATIONS OF LOANS AND OTHER
RECEIVABLES BY BANKS AND PROVISIONS TO BE SET ASIDE *

(Published in Official Gazette Nr. 26333 dated November 1, 2006)

SECTION ONE

Objective and Scope and Basis and Definitions

Objective and Scope

ARTICLE 1 — (1) The objective of this Regulation is to regulétte procedures
and principles for classification by the banks béit credits and other receivables
according to qualifications and provisions to Hecated for them.

Basis

ARTICLE 2 — (1) This Regulation has been prepared on the lodsisticles 53
and 93 of Banking Law Nr. 5411 dated October 19520

Definitions:

ARTICLE 3 — (1) The following terms used by this Regulation Ishave the
express meanings designated to them below:

a) Bank(s): Banks defined by Article 3 of the Bankireyv,

b) Law: Banking Law Nr. 5411,

c) Provisions: Sums allocated under the financialestents through calculation
and recognized as expenses for the purpose of ingvany losses already arisen or
expected to arise out of credits and other recé&galalthough their final sums are not
exactly determined,

¢) Credits and other receivables: Transactionsiderexd loans as per Article 48 of

the Law as well as other receivables recorded uthdeassets of the balance sheets,

! Version amended pursuant to the Regulation puisdish the Official Gazette Nr. 26779 dated February
6, 2008 and the Regulation published in the OffiGiazette Nr. 27119 dated January 23, 2009.



d) Guarantee(s): All kinds of assets, guarantees aaodrisies as well as any other
contractual rights, which ensure total or partimshigantee of any bank receivables as a

hedge against the risk of non-payment of creditsaher receivables.

SECTION TWO

Classification of Loans and Other Receivables

Classification of Loans and Other Receivables

ARTICLE 4 — (1) Banks, including their overseas branches, hawdassify and
monitor their loans and other receivables accordmghe groups indicated below in
respect of respective recovery capabilities andatsbcreditworthiness levels by having
due regard to the procedures and principles estedaliby this Regulation:

a) Group One — Loans of a Standard Nature and OtheeiRbles : this group
includes classification of loans and other recdersb

1)which are extended to any natural persons and keg#ies having a financial
structure worth being credited,

2)for which principal and interest payments are $tmed depending on debtors’
payment capability and cash flow position,

3) for which payments are made on terms, no repaym@miems are not expected
in the future and which are totally recoverablellectable,

4)involving debtors in whose creditworthiness no detation including any signs
of weakness has been detected including any signeakness

b) Group Two — Loans and Other Receivables Under Qldmeitoring: this group
includes classification of loans and other recdrsb

1)which are extended to any natural persons and &géles holding a creditable
financing structure, do not presently face any [@ais in respect of principal or interest
payments but which require close monitoring duerdasons such as observation of
negative trends in debtors’ payment capability ashcflow positions or expectations for

occurrence of such things or the fact that creskirsi face substantial financial risks or,



2)for which problems are likely to arise in connentiwith effecting of principal
and interest payments as per the conditions cadany contracts and there is a risk of
non repayment of debts entirely or partially inecaach problems are not solved or,

3) (Amended Sub-Paragraph: OG-23/1/2009-27119)f which the repayment is
highly likely but also the collection of capital dumterest payments is delayed for more
than thirty days as of the day of their paymenesgdor several reasons, however which
do not carry the condition of delaying time to tessified among Group Three 6r,

4)Which are quite likely to suffer weakness becawsgals have an irregular cash
flow structure difficult to control although thesreditworthiness have not deteriorated.

c) Group Three — Loans and Other Receivables with teithRecovery means: this
group includes classification of loans and otheeneables

1)which have limited means for total recovery becauwsbtors’ equity or
guarantees extended by them are found inadequatwver payment of debts on
respective terms and are likely to lead to loseesase any such problems observed are
not solved or,

2) for which debtors have suffered deterioration irtlereditworthiness and credits
have suffered weakness consequently or

3)for which recovery of principal and interest or batelays for more than ninety
days from their terms or due dates provided thatithno more than one hundred eighty
days or,

4)for which it is believed that recovery by bankspsincipal or interest or both
would delay for more than ninety days from thernts or due dates due to reasons such
as problems encountered by debtors over operatapitat financing or additional
liquidity creation.

¢) Group Four — Loans and Other Receivables wigpBious Recovery: this group
includes classification of loans and other recdrsb

1) for which repayment or liquidation is not considehé&ely or,

2 Version before amended by the Regulation (OG-2809- 27119): “for which recovery of principal or
interest payments delays for no more than nineyg @lamm dates of terms or due dates for various
excusable reasons although repayment is a strkelghtbod or,”



2)for which it is quite likely that all of the loarumss falling due or becoming
payable cannot be recovered by banks in the framewfothe considerations laid down
by loan contracts or

3)for which debtors are recognized to have sufferdostantial deterioration and
weakness in respect of their creditworthiness butklwvare still not considered having a
nature of loss because of the contribution expetctde made by means such as mergers,
opportunities for securing new financing or capéabansion to debtors’ creditworthiness
and capability of recovering credits or

4)for which the delay of recovery of principal orengést or both from respective
terms or due dates exceeds one hundred eightypdaysled that this delay is not longer
than one year.

d)Group Five — Loans and Other Receivables HavingNh&re of Loss: this
group includes classification of loans and otheeneables

1) for which it is firmly believed that recovery is thgossible or

2) for which recovery of principal or interest or batblays for more than one year
from respective terms or due dates or

3)for which it is believed by banks that such loand aeceivables have suffered
weakness and that debtors have totally lost thedlitworthiness because it is quite likely
that non-performance of entire recovery of any stati;ig due or becoming payable in a
period of more than one year is quite likely altlouhey bear the characteristics listed
by Groups Three and Four.

(2) The basic criterion by which the deed is assilitoehave occurred in respect of
the classification mentioned by this article is tth@covery of credits and other
receivables have delayed for the periods indicatethe definitions and explanations
related to the groups. In addition, in order faris to be classified by banks according to
their qualifications as indicated by the first qudragraph, it is required that it is firmly
established that other considerations indicatedthie definitions and explanations
concerning such groups have materialized or theyt ttre quite likely to materialize and
that debtors’ creditworthiness has deteriorateat, shich loans have suffered weakness or
that they cannot be recovered or that there idaalate opinion in this respect.



(3) Even if the periods indicated in the groupsconnection with recovery of
payments concerning loans and other receivablesar@verdue, banks may classify
their loans and other receivables under Groups elThfeur and Five by having due
regard to the criteria and risk management priesijdid down by the present article.

(4) (Additional Paragraph: OG-23/1/2009-27119Fxcluding the ones extended to
natural persons and legal entities composing 8iegioup to which the bank is included,
the loans extended to natural persons and leggiesntomposing a risk group pursuant
the paragraph one of the Article 49 of the Lawearaluated separately as of the persons

composing the risk group in the application of fResgulation.

Non-performing loans

ARTICLE 5 — (1) All the loans classified as Groups Three, Fanat Five pursuant
to present article are considered non-performiagsan terms of implementation of this
Regulation whether any assessed interest sums w@déers on debtors such as interest
and the like have been added up to principal dinaaced.

(2) In the event that a loan customer has mullipdes extended by the same bank
and that any of these loans is considered non-meniig as required by classification
made, all the debts of the said credit customehadbank are classified under the same
group of non-performing loans. In the event tha finst loan, which is treated as non-
performing receivables, is totally paid back, thieeo loans of the loan customer may be
re-classified by assessing them pursuant to Aricle

(3) In case of cash loans extended in the formebitccurrent accounts having no
registered terms, loans are considered non-penfigrioans and classified in the relevant
group accordingly in the event that periodical ieg¢ and any sub-items thereof are
added up to principal following non payment in aige of more than ninety days, that
such debts are not paid out in a period of mora tiiaety days after relevant accounts
are in excess, that interest sums and principahdatelay over recovery are re-financed
by extending another credit line to credit debiara manner violating the provisions of

Article 11 or that the account limit is exceededtawually for more than ninety days.

Considerations to be observed over classificatiorf ibans and other receivables



ARTICLE 6 — (1) Evaluation of qualifications of loans and otlhesns takes as a
basis the procedures and principles laid down byRBagulation on the Internal Systems
of Banks, crediting policies and rules establishgdbanks in line with banking principles
and practices and respective bank structures aitignvend non-written criteria adopted
as part of their risk monitoring processes.

(2) In classification of loans and other loans unieicle 4:

a) Deterioration in loan worthiness refers to existeentany of cases where debtors
are incapable of meeting liabilities regarding thassets on respective terms fully,
financial leverage ratio is not at an acceptablellaccording to the standard criteria used
by banks in loan evaluation, they are deprivedhairt debt payment capability to a
considerable extent and their operating capital Amal equity proves inadequate so
severely leading deterioration in their capabitifyecovering loans,

b) Weakness suffered by loans refers to a situatioarevit is quite likely on the
basis of current conditions and events as partvafuation conducted that recovery of
any loans falling due cannot be secured by bankthénframework of the binding
conditions stipulated by loan contracts,

c) Registered values of loans refer to the previous@at values of loans without
deduction of special provisions, which appear inkdsaaccounting books.

(3) In respect of implementation of this Regulatierhether creditworthiness has
deteriorated is determined by constant evaluatibralbthe personal, financial and
economic factors affecting loan risks through emient of methods involving analyses
of financial, sector and company specific valued stales, which relate to the nature of
management of companies.

(4) Establishment by banks of a situation quitelijfkto occur in respect of loans
and other loans must be based on estimates to #ée byamaking use of reasonable and
supportable assumptions and calculations. Measureroe the extent of weakness
suffered by loans or other loans requires banksake a forecast in this way and reach a
decision by evaluating the situation as a whole.abidition to the other criteria
established for determination of loans and othansoand their classification, banks may
use any of the measurement methods for determihilogins have suffered weakness,

which:



a)Involve discounting present values of future estedacash flows with the
effective interest limit expressing the internayaeue of loans by taking into account
interest sub-items,

b) Is according to the observable market prices /iepiple rates of loan values,

c) Involves measurement of if loans have deteriordtednversion into cash is a
strong probability in case of crediting based oargatees or when loan repayment or
liquidation entirely depends on cashing of guarasite

(5) If the present value of future estimated cash flawshe observable
market prices / current rates of loans or markegtsraf credit guarantees are below the
registered values of such loans, banks may clasaifh loans under relevant groups by
also taking into account other factors after batigvthat such loans have deteriorated
because it is likely that their recovery cannosbeured.

(6) In measurement of loan deterioration, interest ss&s® and
rediscounted, postponed commissions, other burdedsll the elements of revenue and
expense affecting loan sums are included in the tegistered values.

(7) Actual results obtained by banks regarding cashdlmay differ from
estimates taken as a basis for such measurementthel event that considerable
differences are observed between future estimaisd flows and actual cash flows that
have taken place, the operation of measurememrisrmed again. Banks must perform
evaluation which can demonstrate sums and timingstimated cash flows in the best
manner on the basis of individual loans. This eatiun takes as a basis the data to be
used in determination of creditworthiness of a tredbtor. However, in case certain
individual credits suffering deterioration suchcamsumers loans, credit card receivables
and mortgaged house loans which constitute bigpgdwaving smaller balances and
same characteristics are similar to those of ob@ns which have suffered weakness,
banks may make use of statistics such as averageeny periods, average recovery
sums and actual interest rates in order to meaisarextent of deterioration and they may
evaluate such loans altogether as a whole.

(8) In the event that the sums owned by banks, whieh sabject to
evaluation, fall below the costs of possession, dsomand similar capital market

instruments and partnership shares, for which “Brons for Falls in Values of



Securities” or “Provisions for Falls in Values aécdirities of Subsidiaries, Affiliates and
Securities to Be Held Until Maturity” have to bet@side, are re-evaluated depending on
the creditworthiness of those issuing such assetsaay changes in the risk features and
the position of loans used by them pursuant tocketd4 and classified as part of the
Loans and Other Receivables under Groups Three,dfdtive.

(9) In the event that organizations issuing bonds amdas securities or
partnership shares have utilized credit from bamidgling them in their assets or have
debts to such banks in any manner, bonds and sisg@taurities or partnership shares are
classified in the same group as loans and otheiva&ales by taking into consideration

the points laid down by Article 4 and present &tic



SECTION THREE

General Provisions, Particular Provisions and Guaratees

General provisions

ARTICLE 7 — (1) (Amended Paragraph: OG-6/2/2008-26779, OG-23/1/2009
27119)Banks allocate general provisions,

a) At a rate of one per cent (1%) of the total siroash credits of a standard nature
and two per thousand (0.2 %) of the total sum efrgatee letters, sureties and other non-
cash loans.

b) At a rate of two percent (2%) of the total césdns which are closely monitored
and four per thousand (0.4%) of the total sum @irgotee letters, sureties and other non-
cash loans.

The rates determined in this Paragraph are appbedne quarter for the payment
obligations emanated from the legislation relatedAtt Nr. 3167 on Regulating the
Payments by Cheque and Protecting the Cheque Holddating to the each cheque leaf
of the chequebook which are received since fiversyetn the application of this
provision, the cash loans qualified as standardthadcash loans which are monitored
closely include the loans and other receivablesitoi@d in on-balance sheet accounts,
excluding the “Account of Receivables to be Refinédccount of Fees, Commissions
and Other Receivables Subject to Suspicious Regbward “Account of Loans and

Other Receivables Having the Nature of Los”.

% Version before amended by Regulation (OG-6/2/2D6879): “Banks allocate general provisions at a
rate of one percent (1%) of the total sum of casim$ of a standard nature, which are under close
monitoring and two per thousand (0.2%) of the tetah of guarantee letters, sureties and secuaitids
other non-cash loans. As part of implementatiothisf provision, cash loans of a standard naturecast
loans under close monitoring cover loans and athegivables monitored as part of the accountsénsid
balance sheets outside “Account of Receivableg tRdfined”, “Account of Fees, Commissions and Other
Receivables Subject to Suspicious Recovery” andtiiot of Loans and Other Receivables Having the
Nature of Loss”; (0OG-23/1/2009-27119) Banks allecgéneral provisions at a rate of; a) one perdeénm) (
of the total sum of cash loans of a standard natndetwo per thousand (0.2%) of the total sum of
guarantee letters, sureties and securities and otimecash loans; b) two percent (2%) of the tetath of
cash loans under close monitoring and four pergaond (0.4%) of the total sum of guarantee letters,
sureties and securities and other non-cash loarnkelapplication of this provision, the cash loaha
standard nature and cash loans under close mawjtmélude loans and other receivables monitored
within on-balance sheet accounts, excluding “Act¢airReceivables to be Refined”, “Account of Fees,
Commissions and Other Receivables Subject to Sosgi®Recovery”, and “Account of Loans and Other
Receivables Having the Nature of Loss”.



(2) Amounts monitored under the accounts of “Reslgls from Derivative
Financial Instruments” are taken into account ilcwation of general provisions on the
basis of the sums to be computed multiplying thenthle rates of conversion into credit
indicated by the Regulation on Loan TransactionBBahks by applying the general
provision rate applicable for cash loans.

(3) Loans indicated in the first sub-paragraph of Aetis5 of the Law excluding
those covered by paragraphs (d) and (h) are natidered in calculation of general
provisions.

(4) As non-cash loans subject to general provisionogam debt obligation on
banks that may arise in the future due to non-perdmce of a condition such as
guarantee letters, acceptance credits, lettereafitttommitments and endorsements, they
are also any kinds of non-cash irrevocable loansnguthem in a position as a creditor
from other persons at the same time.

(5) Sums of general provisions calculated monthly anléist day of each month
are recognized in “General Provisions” accountm ltabilities by writing them down as

expense.

Special provisions

ARTICLE 8 — (Amended Article: OG-23/1/2009-27119)1) Special provisions
are allocated for the loans and other receivabiessified considering the Articles 4, 5
and 6 at a rate of:

a) Minimum twenty per cent (20 %) from the date oflusion in Group Three,

b) Minimum fifty per cent (50 %) from the date of inslon in Group Four,

¢) One hundred per cent (100 %) from the date of sicluin Group Five.

The rates determined within this paragraph arengitee loan customers having
loans classified under Third, Forth or Fifth Groapd for each cheque leaf of the
chequebooks which the date of acquisition was ywars ago, the payment obligations
emanated from the related legislation and the Act3N67 on Regulating the Payments
by Cheque and Protecting the Cheque Holders iseabat one of quarter.

(2) Of the assets indicated by the eighth sub-papdgof Article 6:
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a) The provisions for falls in value rates as longtteesy are monitored within the
related accounts;

1) Are transferred into accounts related to specialigions if these assets are
classified among the Third, Fourth and Fifth Gréagns and other receivables

2)If they are less than the sum of special provisiceguired to be allocated,
additional special provisions are allocated; inec@sis in excess, the sum of these
provisions is maintained as special provisions.

b) In the event that value decrease provisions requoebe set aside as a result of
the process of being subjected to valuation arbdnighan the sum of special provisions
required to be set aside, special provisions drassde on the basis of the higher sum. In
case of direct partnership or extending loans & gartnership to which the bank is a
shareholder, the partnership shares are classiéiedd on the their evaluation according
to the classification of the mentioned loans am®higd, Fourth or Fifth Group loans and
other receivables. The partnership shares which ctassified this way are put to
impairment test according to the Turkey AccountBtgndards and monitored based on
their calculated values. However, even if theradsmpairment detected relating to the
partnership shares which are classified among Tladirth or Fifth Group loans and
other receivables and put to impairment test adogrdo the Turkey Accounting
Standards, the bank may allocate special provigiothe mentioned partnership share on

condition that it would be on the rate predictethwi the said classificatich.

* Version before amended by the Regulation (OG-2809-27119): “ARTICLE 8- (1) Special provisions
are allocated at a rate of:

a) minimum twenty percent (20%) from the date afusion in Group Three;

b) minimum fifty percent (50%) from the date ofluigion in Group Four;

¢) One hundred percent (100%) from the date ofisioh in Group Five

(2) Of the assets indicated by the eighth sub-papdgof Article 6:

a) Sums of “Provisions for Falls in Values of Séttes” or “Provisions for Falls in Values of Sedigs of
Affiliates, Subsidiaries and Securities to be hahtil Maturity” as long as they are monitored under
relevant accounts;

1) are transferred to the accounts for specialipiavs to be put aside in case of classificatiothete
assets as part of the loans and other receivabltiey GGroups Three, Four and Five;

2) if they are less than the sum of special prowisirequired to be allocated, additional speciavigions
are allocated; in case it is in excess, the sutheasfe provisions is maintained as special provision

b) In the event that value decrease provisionsiredjtio be set aside as a result of the procebsinf
subjected to valuation are higher than the sunpe€isl provisions required to be set aside, special
provisions are set aside on the basis of the higiner.

11



Guarantees

ARTICLE 9 — (1) Banks have to classify and monitor guarante@s&rning their
loans and other receivables on the basis of thewbelentioned groups of guarantees.
Sums of guarantees are just taken into considerasathe deduction to be made off the
sum of receivables in calculation of the sum ofcggdeprovisions.

a) First group of guarantees cover:

1) cash funds, deposits, participation funds and gleldot accounts provided that
pledge or assignment contracts are arranged ams forovided from repo transactions
made in return for bonds, bills and similar se@esiissued or guaranteed by the Turkish
Treasury Under-secretariat, Central Bank, Dire¢tocd Privatization Administration and
Mass Housing Administration in respect of paymdmréof and Type (B) investment
fund participation certificates, receivables of nbem businesses arising out of credit
cards and gold reserves maintained with banks,

2) Transactions carried out with the Turkish TreasUryder-secretariat, Central
Bank, Directorate of Privatization AdministrationdaMass Housing Administration and
transactions made in return for bonds, bills andilar securities issued or guaranteed by
these entities in respect of payment thereof,

3) Securities issued by or on the basis of suretyhef dentral governments and
central banks of OECD countries and guaranteesaradies to be issued by this Bank,

4) Guarantees and sureties of banks operating in O&CiDtries,

5) Securities to be issued by European Central Bartkeosurety of this Bank and
the guarantees and sureties to be issued by this Ba

6) Sureties, guarantee letters, bill guarantees, tacegs and endorsements that the
banks operating in Turkey will give within the litmiof their credit limits.

b) The second group of guarantees cover:

Includes;

1) Precious metals other than gold

2)Shares quoted with the Stock Exchange and Type i(Agstment fund
participation certificates

3) Private sector bonds and asset based securitiegleygthose issued by debtors

4) Credit derivatives agreement providing hedging regfacredit risks

12



5) Assignment or pledge of assessed receivables ofatgtersons and legal entities
from the public entities

6) Securities that may easily convertible into curgerend valuable papers
representing merchandise and all kinds of mercisendind property at sums not
exceeding their market values

7)Mortgages of real estate at the Land Registry andgages of real estate built
on allocated land provided that their values adogrtb expertise reports are adequate,

8) Export documents based on shipping bill or transpapers

9)Bills of exchange stemming from actual trading tielas, which are received
from natural persons and legal entities

c) The third group of guarantees cover the following:

1) Pledges on commercial operations

2) Other export papers

3) Pledge on vehicles, pledge on lines of commeraaictes and license plates for
commercial vehicles

4)Pledges on airplanes or ships

5) Sureties by natural persons and legal entitiesy@argocreditability higher than
that of debtors

6) Other promissory notes received from natural pexysomd legal entities

¢) The fourth group of guarantees covers the tgbegiarantees not covered by the
first three groups.

(2) Securities held in possession of banks as deas® part of financial leasing
transactions are treated on the basis of theirpgrafl guarantees matching the respective
gualifications in the present article.

Consideration of guarantees in calculation of speal provisions

ARTICLE 10 - (1) Valuation and recognition of guarantees aredacted
pursuant to the procedures and principles detedvidgehe Regulation on the Procedures
and Principles for Accounting Practices and Retentf Documents by Banks and
relevant Communiqués. However,

a) In valuation of guarantees in terms of mortgageseahestate;

It is essential that

13



1)value of mortgage is determined by finding outtifdflects the actual value of
such an asset through a comparison with the fdimevaf asset (determination and
documentation of sale prices of real estate oflamgualifications located in the same
places) or with the value as a basis for insura@nosured,

2)in case the fair value is below the mortgage valoe,fair value rather than the
mortgage value is taken in calculation of the swmstituting loan guarantee,

3) Determination of fair values of real estate whienve as guarantees for loans
and other receivables constituting one per cer¥o)lor more of the total of loans and
other receivables as well as of real estate haaimgortgage value of higher than two
million New Turkish Liras presumably is carried datline with the procedures and
principles laid down by the Regulation on Authotiaa and Activities of Institutions to
Give Valuation Services to Banks, in case the valawes lower than value of mortgage
as a result of valuation, guarantees are considerediculation of special provisions on
the basis of the value which proves lower,

b)In valuation of guarantees having the nature of roouity and operational
pledges,

It is essential that

1)second hand market prices or values as a basimdorance in case of those
subject to insurance are taken into account inraet@tion of fair value,

2)in case the determined value proves lower tharstime covered by the pledge,
lower value is considered in calculation of guagast

(2) After the valued sum of guarantee is determineg,pbrtion of this sum,
which is totally at the disposal of banks and chihais taken into account in
determination of the sum which will be subject freaal provisions. In case there are
benefits or savings of another party other tharkbam guarantees, the portion which is
not disposable by the bank is not taken into caraitbn in determination of the sum of
receivables subject to special provisions.

(3) Valuation of sureties by natural persons and legéties with creditability
higher than that of debtors, which are treated utidethird group of guarantees, is made
by performing measurement of financial and econoacaipabilities of such sureties or

guarantors using evaluations made by credit igeice units and records of the risk
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center recordings by the Central Bank of the Rapuddl Turkey. In valuation of such a
guarantee, abilities of these persons to pay oeir tbbligations are taken into
consideration instead of the sums of sureties gethese persons or sums which they
are obligated for. Any sureties and guaranteesivedefrom any natural persons and
legal entities not enjoying any credibility incladi any valuable such as promissory
notes and checks issued by these persons areeabd¢dras guarantees as part of the
implementation of this Regulation.

4) Credibility and payment abilities of issuers ofldihre also considered in
valuation of bills of exchange which are issuedaarantee.

(5) Sums of receivables subject to special provisions @alculated by
reducing the sums of guarantees valued as perrtioegures and principles established
by present article off the sums of bad receivablesitored under Groups Three, Four
and Five at the rates of consideration indicatddvineThe operation of determining the
sums of receivables subject to special provisiengarried out by taking as a basis
individual receivables of the bank for each delaod the valued sums of that debtor’s
guarantees.

Rate of consideration for Group One guarantees: e l@mdred percent (100 %)

Rate of consideration for Group Two guarantees: veB& five percent (75 %)

Rate of consideration for Group Three guarantedsfty percent (50 %)

Rate of consideration for Group Four guarantees: weriky five percent (25 %)

(6) The sum of guarantees that will be taken into @wmrsition in calculation
of special provisions may not exceed the sum of fea@ivables. In case the sum of
valued guarantees exceeds the sum of bad recesydabéesum to be found by applying
the corresponding rates of consideration indicatemlve only to the portion of the sum of
bad receivables hereof is considered the dedudibte

(7) In the event that a sum of bad receivables is gueea by those types of
guarantee monitored under multiple groups;

(@) Calculation of guarantees to be considered in detettion of the sum
which will be subject to special provisions is coemoed in the first group deemed the
most liquid according to the ranking of groups.
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(b) Whether the individually valued sums of types oaiguntees excess the
sum of bad receivables is checked.

(c) The portion which will be exempted from special \pstons for bad
receivables is calculated by multiplying the partiof the valued sum of the type of
guarantee treated first in calculation, which isstnequal to the sum of bad receivables,
by the rate of consideration applicable for thisiguntee. The same operation applies for
the types of guarantees in the same group first sndther guarantee groups
subsequently, if any, provided that it is of thensaype of guarantee, individually in the
given sequence.

(¢) In the event that there is a balance for wldpkcial provisions are to be set
aside with regard to bad receivables as a resttesie operations, special provisions are
to be set aside on the basis of this balance.

(8) Banks may set aside special provisions of up teetitge sum of such bad
receivables, provided that they are not less thamnrdtes of special provisions applicable
for the group under which bad receivables are ifiedsregardless of the sum of
guarantees, by taking as a basis the assumptiaediadsility and prudence laid down by
the Communiqué on the Conceptual Framework for &etn and Submission of
Financial Statements published in Official Gaze@¢ed January 16, 2005 Nr. 25702 by
the Turkish Accounting Standards Council.

PART FOUR

Restructuring, Accounting and Reporting of Loans an Other Receivables

Restructuring of loans and other receivables

ARTICLE 11 — (1) In the event that failure to meet payment diligns towards
banks stems from temporary liquidity difficultieglating to the loans and other
receivables as part of the principles of clasdificalaid down by Article 4, loans and
other receivables including any overdue interesf brestructured or subject to a new
redemption plan for the purpose of providing debtarith liquidity capability and
ensuring recovery of receivables by banks provithed the procedures and principles
laid down by present article are abided.
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(2) For the purpose of implementation of this Regulgtitemporary
liquidity difficulties are treated as a manageatadsh deficit stemming from the fact that
fund inflows and outflows, sales incomes or operal revenues arising from normal
operations of a loan debtor having payment capghoi meet its obligations fully on a
timely basis have became unstable as such fluctbatause of unexpected and
temporary reasons.

(3) Any restructured loans continue being monitoredenr@roups Three,
Four and Five of loans and other receivables umdech they have been monitored to
date, for a period of minimum six months. Provisi@ontinue being set aside for such
receivables at the rates applicable for the graunier which they are monitored during
this period.

(4) Any restructured loans may be transferred to “Actoaf Loans
Restructured and Tied to a Redemption Plan” atetie of this period provided that at
least fifteen percent (15 %) of the total sum alereables has been repaid, that they have
been monitored under the groups under which theg lh@en monitored for a period of
six months and there have been no default problems.

(5) In case there are problems over any payments hloaid be made as
per present article and restructuring contractyuetired loans and other claims may be
restructured once again ultimately provided thaertty per cent (20 %) of the
outstanding principal debts is recovered every.year

(6) Loans and other receivables from the natural peraod legal entities
in the risk group a bank belongs to as indicatethibyArticle 49 of the Law may be tied
to a new redemption plan subject to the princideed down by present article on
condition that no additional loan lines are extehdBanks may classify receivables
transferred to “the Account of Loans Restructuned @ied to a Redemption Plan” under
groups to be determined by re-evaluating their ijoations subject to the principles of
classification laid down by Article 4.

Valuation, accounting and reporting

ARTICLE 12 — (1) Valuation and accounting of loans and othereirables
classified under the groups laid down by this Retyoh as well as accounting of

provisions set aside and displaying of account€eonng them on financial statements
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are conducted as per the procedures and princspil@slated by the Regulation on the
Procedures and Principles for Accounting Practiaed Retention of Documents by
Banks and related Communiqués.

(2) Banks are obliged to include, group, monitor andl@ate their loans
and other receivables under respective service rascaon compliance with the
classification laid down by Article 4.

(3) Banks have to transfer their “Loans and Other Red®¢s having
Limited Means for Recovery” and “Loans Sufferingsficious Recovery” to “Account
of Receivables to be Liquidated; “Other Receival3eaffering Suspicious Recovery” to
“Account of Fees, Commissions and Other ReceivaBldfering Suspicious Recovery”
and “Loans and Other Receivables having the natiut®ss” to “Account of Loans and
Other Receivables having the nature of Loss”, assified by them.

4) The requirement for transfer to “Accounts of Reabies to be
Liguidated” also applies for the costs of non-cksns, which have not been recovered
and have converted into cash loan or have been@&uosaped. Non-cash loans classified
under Groups Three, Four and Five of loans andr sdoeivables may not be monitored
under “Accounts of Receivables to Be Liquidatedless they are compensated or
converted into cash funds. The activities concgriire accounting in the liabilities of
banks’ balance sheets of special provisions toeb@side for non-cash loans which have
not yet been indemnified for or turned into cadhalgh they are classified as part of
loans and receivables under Groups Three, FouFamdare conducted according to the
procedures and principles laid down by the Regutatin the procedures and principles
for Accounting Practices and Retention of Documeig Banks and related
Communiqués.

(5) No accruals of interest and rediscount may be niadéhe relevant
periods concerning any sums which have become d@avables as per Article 5. Any
accruals of interest and rediscounts, which aréeeanade for any sums which have
turned into bad receivables and written down asmae although they are not recovered,
are corrected with reverse records on accountiogrds by debiting the relevant account
of interest revenues or closed by crossing themlaouhe event that accruals of interest

are recovered from debtors in cash, such sums taentrossed out. In the event that the
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registered sums of bad loans including any accraflmterest and rediscounts made
thereof are met by the first group of guaranteesedy and that there are any accruals of
interest or rediscounts written down as incomebf receivables although they have not
been recovered, banks have to take such sums @fues out of income accounts and
transfer them to the “Valuation Fund for Loans &ither Receivables” accounts to be
directly monitored under other liabilities. Accraalf interest and rediscounts related to
such sums not written down as income by transfgrivem to the said fund cannot be
crossed out.

(6) Banks have to classify any loans and other rectgabéxtended by
their overseas branches and allocation of provésaside for them in accordance with the
procedures and principles laid down by this Reguhatpart from the principles of
classification and allocation of provisions in ferim the countries where such branches
operate. In the event that the sums of provisieqgiired to be set aside by branches as
per the legislation and practices in force in thardries where they operate are less than
the sums required to be set aside according t@ribeedures and principles established
by this Regulation, any such differences are supetded by setting aside additional
provisions.

(7) In the event that declines are observed in theepriof bonds and
similar capital market instruments and partnersigres due to macroeconomic reasons
and exclusively of supply and demand in the capitatkets and the prices of the present
assets comprise below acquisition cost, such assgtqnot be classified again as such as
determined by this Regulation.

(8) Banks decide if their loans and other receivablastrbe re-classified
entirely or partially by examining the qualificati® of loan customers, debtors and
guarantees in respect of the considerations andibidigy laid down by Article 4
independently of any loan and risk analysis to twedcicted before extension of loan in
terms of maximum quarterly balance sheet periodst@never any development arises
leading to risks regardless of this period. In thi®pe, it is obligatory that evaluation
results regarding any loans and receivables haaisgm of higher than one hundred
thousand New Turkish Liras as well as the first ttumdred loans and other receivables
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in terms of sums in any case are covered by exa@usports along with justification
thereof and that such reports are available foitswd
PART FIVE
Miscellaneous and Final Provisions

Exemptions

ARTICLE 13 — (1) Rates of particular and general provisionscaemed zero for
any loans allocated from the funds establisheduauntsto the relevant laws, decrees and
communiqués in line with instructions of competauathorities and risks of which do not
belong to intermediary banks, banks’ sums of red@as to be monitored under
“Receivables from Public Institutes and Establishtstaccounts, receivables transferred
to another bank by way of liquidation accordinghe relevant articles of the abolished
Decree Law Nr. 70, Nr. 3182 and abolished BankimgvLNr. 4389 and special and
general provision rates for the transactions madeadcordance with the abolished
Banking Law transactions made upon the Law Nr. 3882d March 25, 1987.

Funds extended by participation banks and other reeivables

ARTICLE 14 — (1) Special and general provision accounts seedsidfunds and
other receivables extended from participation antoin accordance to the provisions of
this Regulation are reflected in accounts of expsnand accounts of participation
according to the rates of participation in lossed tlown by the relevant provision of the
Regulation on the Procedures and Principles foreptance and Withdrawal of Deposits
and Participation Funds, Custody and Receivabletetdoing Lapse of Time.

2) Participation banks may reflect in their accaunf expenses the portion of
provisions set aside which correspond to the ppdimn accounts, provided that the
provisions of Turkish Commercial Code Nr. 6762 dalene 29, 1956 are reserved and
that this is approved by their general assemblies.

3) Participation banks may, provided that thisnsngpted by participation account
contracts to be drawn up as per the provisiongh@fRegulation on the Procedures and
Principles for Acceptance and Withdrawal of Deposihd Participation Funds, Custody
and Receivables Undergoing Lapse of Time, set aspt@tion of up to five per thousand
of the sums of profit to be distributed to partatipn accounts as provisions for use to
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meet the portion of the special provisions corresiprgy to the share of participation
accounts.

4) Interest terms mentioned in this Regulationrrédea share of profit in respect of
the funds extended by the participation banks dtiatérticle 48 (2) of the Law.

Abolished regulation

ARTICLE 15 - (1) Regulation on Making Amendments to the Regutabn the
Procedures and Principles for Determination of @oations of Loans and Other
Receivables by Banks and Provisions to be Set Asuthéech was published in Official
Gazette dated June 30, 2001 Nr. 24448 are heretigladd.

Implementation of general provisions

PROVISIONAL ARTICLE 1 — (1) Banks set aside general provisions, at the rate
established by the first sub-clause of Article f7the& sums of cash loans and guarantee
letters of a standard nature under close monitprieijers of guarantees and bills of
guarantee and sureties and other non-cash loansvhiarh they calculated general
provisions as of the end of the last month befoi® Regulations enters into force, on the
basis of their remanent sums. In other cases,beifeed rates are applied as five per
thousand (0.5 %) and one per thousand (0.1 %)ecésply.

Implementation until March 1, 2010 concerning custmers having more than
one loan

PROVISIONAL ARTICLE 2 - (Inserted article: OG-January 3, 2009-27119)
(1) Article 5(2) of this Regulation is applied Urilarch 3, 2010 as follows.

a) Special provision implementation is applied te tloans with no default
problems among loans classified within the sameaigralue to the fact that any loan
belonging to loan customer having multiple loanstresated as bad loan as per the
classification being made,.

b) Other loans and receivables are treated athpearticle 4, in the event of the

sum of default bad loans and other receivablescallected, and may be classified in
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First Group on condition that it is monitored iret8econd Group for a period of at least
six months in case of conditions relating to baahloeceivables classification lack.

Implementation until March 1, 2010 concerning restucturing and bounding

by new redemption plan of loans and other receivabk

PROVISIONAL ARTICLE 3 - (Inserted article: OG-January 23, 2009-27119)
(1) Article 11 of this Regulation is applied uridarch 3, 2010 as follows.

a) Loans and other receivables classified in theo&e& Group may be tied to new
redemption plan provided that it is limited withdwimes. Loans and other receivables
subject to new redemption plan may be classifiedFirst Group loans and other
receivables provided that at least ten percent J1@Rthe total sum of receivables has
been repaid. Of the loans and other receivableshware classified in the First Group
due to the fact that the conditions tied to neweregtion plan and foreseen in re-
classification are fulfilled, those which are ciéissl in the Second Group again or tied to
new redemption plan and which continue to be moadtavithin Second Group loans and
other receivables as the conditions foreseen ®ré¢hclassification failed to be fulfilled
may be classified in the First Group loans and iveddes again provided that fifteen
percent (15%) of the total sum of receivables lenlrepaid. In the event that loans and
other receivables within this scope are tied to nesdemption plan for the second time by
extending loans additionally, the said loans aratik@bles are classified in the Third
Group until five percent (5%) of the total sum eteivables has been repaid and it is
banks’ preference to set aside special provisiamstliose provided that the sum
equivalent to the indicated portion of the paymdoteseen in the redemption plan are
realized. Banks may classify their loans and othegeivables they tied to new
redemption plan in Third, Fourth or Fifth Group ®&s their relation, following the

evaluation made according to the classificationgples defined in the article 4.

b) In the event that failure to meet payment oliayes towards banks stems from

temporary liquidity difficulties relating to the dns and other receivables as part of the
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principles of classification laid down by Article bbans and other receivables including
any overdue interest may be restructured limiteth whree times or subject to a new
redemption plan for the purpose of providing debtarith liquidity capability and

ensuring recovery of receivables by banks provitted the procedures and principles
laid down by present article are abided. Restrugguaccording to the implementation of
the present Regulation, refers to tying a loanegeivable to a new redemption plan by
extending loans additionally when necessary orrahitey the maturity of the current loan
or receivable or in another way provided that itdesemed appropriate by the bank.
Additional loan being extended is evaluated in gheup which the restructured loan of
the loan customer who is party to restructuringlengentation in the implementation of

this Regulation is monitored in.

c) For the purpose of implementation of this Retgjoig temporary liquidity
difficulties are treated as a manageable cash itdstiemming from the fact that fund
inflows and outflows, sales incomes or operatioralenues arising from normal
operations of a loan debtor having payment capghoi meet its obligations fully on a
timely basis have became unstable as such fluctbatause of unexpected and

temporary reasons.

¢) Any restructured loans may be transferred toctAmt of Loans Restructured

and Tied to a Redemption Plan provided that,

1) At least five percent (5%) of the total sum efeivables in the first restructuring
has been repaid, that they have been monitored uhegroups under which they have
been monitored for a period of three months

2) At least ten percent (10%) of the total sum eteivables in the second
restructuring has been repaid, that they have beemtored under the groups under
which they have been monitored for a period ofnsonths

3) At least fifteen percent (15%) of the total swh receivables in the third
restructuring has been repaid, that they have Imeenitored under the groups under

which they have been monitored for a period of yeer.
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Within this period, special provisions continue be set aside for the said
receivables, excluding loans extended additionalpny, at the special provision rates
applied to the group they are monitored in. Loaxteraled additionally within the scope
of restructuring are classified in the same grouth whe restructured loan within the
determined periods. However, it is banks’ prefeeete set aside special provisions for
the loans in this type as of the groups they araitoed in. Loans and receivables
transferred to the “Account of Loans Restructurad @ied to a Redemption Plan” are
classified in the Second Group at least for a peoisix months. Loans and receivables
within this scope may be classified in the Firsb@r again at the end of the specified

period provided that there is no default problem.

d) In the event that First Group guarantee at time af at least half of the loans and
receivables subject to restructuring is securedth® bank by the debtor, periods
concerning the transfer of Third, Fourth or Fiftlogp loans and receivables to “Account
of Loans Restructured and Tied to a Redemption’Paampplied at half the rate.

e) Receivables from natural persons and legalieniricluded in the risk group the
bank defined in the Article 49 of the Law is inchedin may be tied to a new redemption
plan on condition that no additional loan is exthdhs per the principles set in this
article.

Validity

ARTICLE 16 — (1) This Regulation enters into force as of theeddtpublication.

Enforcement

ARTICLE 17 — (1) The provisions of this Regulation are enforbgdhe Chairman

of the Banking Regulation and Supervision Board.
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