From the Banking Regulation and Supervision Agency:

THE REGULATION ON THE INTERNAL SYSTEMS OF BANK S
(Published in the Official Gazette dated November 1, 2006 Nr. 26333)

CHAPTER ONE
Initial Provisions

SECTION ONE
Objective and Scope, Basis and Definitions

Objective and scope

ARTICLE 1- (1) The purpose of this Regulation is to lay down pdwes and
principles concerning the internal control, intdraadit and risk management systems to be
established by banks and the functioning of thgsteems.

Basis
ARTICLE 2- (1) This Regulation has been prepared on the basistmfile’s 23(3), 24,
29, 30, 31, 32 and 93 of Banking Law dated Octdi®er2005 and Nr. 5411.

Definitions
ARTICLE 3- (1) The following terms and expressions used in thiguksion are
defined as follows:

a) Banks: the banks defined in Article 3 of the Law

b) Non-executive director: a director who is notdharge of any unit engaged in
activities of an executive nature;

c) Executive unit: a unit where activities thateditly generate income are executed,
d) Internal systems: the internal audit, interraltcol and risk management systems;
e) The Law: Banking Law Nr. 5411,

f) Credit: any of the transactions included in Alei48 of the Law;

g) Credit risk: the probability of a loss that thank may incur from the failure of a
credit customer to comply with the requirementdhaf contract that has been made and to
perform all or part of his obligations in time;

h) The Board: the Banking Regulation and Supermi§ioard;

! This Regulation has been amended with the “Réignlan Making Amendments to the Regulation onrima Systems of
Banks” published in the Official Gazette dated JuAg2007 and Nr. 26552 and “Regulation on Makimgehdments to the
Regulation on Internal Systems of Banks” publisimethe Official Gazette dated November 30, 2008 Idnd27070.
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i) The Agency: the Banking Regulation and Supeovishgency;

j) Liquidity risk: the risk that the bank may fad perform its payment obligations in
time because it does not have a sufficient level gumality of cash assets or cash inflows to
meet its cash outflows fully and in time as thautesf an imbalance in its cash flow;

k) Operational risk: the operational risk as ddiinme Article 3 of the Regulation on the
Measurement and Evaluation of the Capital Adequd®anks;

I) Market risk: the market risk as defined in Altic3 of the Regulation on the
Measurement and Evaluation of the Capital Adequd®anks;

m) Risk: the probability of reduced economic beinasi the result of a monetary loss or
an expense or loss in relation to an operatiorctivity;

n) Senior management: the board of directors apdieteel management of a bank; and

0) Top-level management shall mean the general gesnand assistant general
managers of a bank, the managers of the unitsdadlwithin the scope of the internal
systems, and those managers of the non-advisoty whio serve in positions equivalent or
superior to the position of assistant general managterms of their powers and duties even
if they are employed with other titles.

SECTION TWO
Establishment of Internal Systems and Responsibilities of Senior Management

Establishment of theinternal systems

ARTICLE 4- (1) For the purpose of monitoring and controllihg tisks to which they
are exposed, banks must establish and operate atdegnd effective internal systems in
conformity with the scope and nature of their atigg, capable of adaptation to changing
conditions, and covering all their branches andsyrand their partnerships subjected to
consolidation in accordance with regulations intreetl on the basis of the Law, in the
framework of the procedures and principles stimdan this Regulation.

(2) The units included within the scope of the iintéd systems shall be established
under the board of directors, within the institoab structure of the bank. The board of
directors may transfer all or part of its dutiesd amsponsibilities concerning the internal
systems to the officer in charge of these syste3mseral officers in charge of the internal
systems may be appointed on condition that thdiesl@nd responsibilities are segregated on
the basis of the units included within the scopéhefinternal systems. The responsibility for
the internal systems may only be assigned to onéhefnon-executive directors or to
committees composed of such directors or to thdt ammnmittee. In the event that the
director in charge of the internal systems, or aniver of the committee in charge of the
internal systems, resigns or is removed from sutieep such that, in the latter case, the
number of members falls below two, or ceases te lihg required qualifications, a director
with the same qualifications must be appointeden bf him within fifteen days.

(3) Banks shall determine procedures and princifleshe institutional structure and
functioning of their internal systems, also consitgthe scope and nature of their activities,
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on condition that such procedures and principlesrait contrary to the provisions of this
Regulation.

Responsibilities of the board of directors

ARTICLE 5 (1) The board of directors shall have the ultimegsponsibility for
establishing the internal systems in accordance tié procedures and principles specified in
this Regulation, operating them in an effectiveequhte and suitable manner, securing the
information provided from the accounting and fin@heceporting system, and determining the
powers and responsibilities within the bank.

(2) In the framework of the first paragraph abotes board of directors of the bank
shall have the power and responsibility:

a) To establish the institutional structure and Aomesources policy of the bank and to
determine the criteria for the appointment of tepel management;

b) To determine clearly in writing the duties aedponsibilities of the officer in charge
of the internal systems and to monitor his actgiti

c) To determine in writing the strategies and pe$icand the procedures of
implementation concerning the activities of thetaiimcluded within the scope of the internal
systems and to ensure that they are implementednainttained effectively and coordinated
with each other;

d) To determine the duties, powers and responsgsilof the units included within the
scope of the internal systems and of their managkarly and without duplication, to
approve the working procedures and principles lier gtaff employed in these units, and to
ensure that the necessary resources are allocated;

e) To give timely consideration to, and take theessary measures for the elimination
of, any mistakes or deficiencies in relation togticees concerning the internal systems which
are identified by the Agency or independent auditmr brought to the attention of the board
of directors by the audit committee of the bank,etwmluate the identified mistakes or
deficiencies and ensure that internal control amernal audit activities are directed to areas
where identical or similar mistakes or deficienaiesy occur;

f) To decide the selection and removal of the maregf the units included within the
scope of the internal systems;

g) To ensure that the staff employed in the unitduided within the scope of the
internal systems participate in training programrfasthem to receive certificates in their
respective areas at the national or internaticeallto ensure their professional competence
and development;

h) To have knowledge concerning the risks to whiehbank is exposed, the methods
of measuring these risks and their management;

i) To determine in writing the risk management pels and strategies of the bank
generally and for each type of risk, the leveliskiit can take, and the related procedures of
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implementation, and to allocate maximum risk linfits the units and their managers or the
staff employed in those units;

j) To approve the policies concerning the takingnitoring, management and reporting
of such risks as would considerably affect the iInes and expenses of the bank, and changes
to these policies, and to supervise their impleauso;

k) To ensure that the bank has a process wherebletiel of equity in relation to the
level of risk assumed by the bank is determinedeandty management strategies;

I) To ensure that the top-level management subtuité timely and reliable reports
concerning the important risks to which the banéxposed,

m) To monitor the efficiency of the risk managemsydtems;

n) To ensure that a system is developed for inyastig customer complaints and
giving answers about their outcome to those comekand that such complaints are regularly
reported to it, including matters to be specified.

Qualifications for member ship of the audit committee

ARTICLE 6- (1) The board of directors shall appoint at leasb thon-executive
directors from among itself as members of the bamdlit committee to assist the board of
directors in carrying out its audit and supervisamtivities. These members must:

a) Including for the last two years before the ddtappointment,
1) Not have been executive directors of the bank;

2) Not have been employees of the bank or its peships subject to consolidation,
excluding those employed in the internal systemadhe financial control and accounting
units;

3) Not have been partners or employees of theutistns performing independent audit
or rating or valuation of the bank or its partngrshsubject to consolidation or of entities
abroad which are legally affiliated with the saititutions, and not have taken part in the
process of independent audit, rating or valuation;

4) Not have been partners or employees of thetutistns providing consultancy or
support services to the bank or its partnershifigesti to consolidation, or among persons
providing such services;

b) Not hold a qualified interest in the bank or it$s partnerships subject to
consolidation;

c) Not be spouses, or relatives by blood or magriaigup to (and including) the second
degree, of the controlling partner, the executiveadors or the general manager;

d) Not have served on the audit committee of threeshank for a period in excess of
nine years with or without interruption;

e) Not receive any remuneration or similar incomdar any name whatsoever from the
bank or its partnerships subject to consolidatised on its or their profitability, except for
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payments made to all personnel out of profit uriderarticles of association or a resolution of
the general assembly;

f) Have received education at the undergraduatd Eva minimum and possess a
minimum of ten years experience in banking or feegrand

g) (Amended: OG-June 14, 6 2007-Nr. 26552) Have their spouses and children not
being managers in the position of general managassistant general manager, or in an
equivalent position, at the bank or its partnersisipbject to consolidation and possessing the
qualifications and conditions required in (1a) &bl), excluding subparagraphs (1) and.(2)

(Additional Phrase: OG-June 14, 6, 2007-Nr. 26552) (a2) of this paragraph does not
imply the member of audit committee may perfornmiernal systems as well as financial
control and accounting units at the same time.

(2) The qualifications required for the selectidmm@mbers of the audit committee shall
also be required during their term of office. Alade one of the members of the audit
committee must have received education in law, ecocs, finance, banking, business
management, public administration or an equivaerject at the undergraduate level as a
minimum or, if they have received education in agieeering branch at the undergraduate
level, they must also have received education & ainthe above-mentioned subjects at the
graduate level.

(3) In the case of a bank operating in Turkey asaach office, one of the members of
the board of managers who are not in charge ouartyengaged in executive activity shall be
appointed to serve on the audit committee. This be¥nshall be required to possess the
qualifications specified in sub- paragraphs (3) &f (a) of the first paragraph and in items
(d), (e) and (f) of the same paragraph. The spaunsechildren of this member must not be a
member of the bank’s board of managers who is notharge of any unit engaged in
executive activity or a manager in the positiomm@nager or assistant manager of the central
branch office or in an equivalent position, must have been partners or employees of the
institutions performing independent audit, ratimgzaluation of the bank or have taken part in
the process of independent audit, rating or vadmatincluding for the last two years before
the date of appointment, and must not have beemgyaror employees of the institutions
providing consultancy or support services, or amtmg persons providing such services,
including for the last two years before the datemfointment.

(4) In the event that the number of members ofailrdit committee falls below two for
any reason, the board of directors must, withiteéh days, appoint to the audit committee a
sufficient number of its own members with the diicditions required in this article. If there
are no members in the board of directors with thalifications required in this article, non-
executive directors may be appointed to the awdfitroittee on a temporary basis. For such
appointment, it shall be required that the diredgtorquestion should be a non-executive
director as from the date of appointment. The ba#rdirectors must take the necessary
measures in order that a director with the qualifans specified in this article may be
appointed within one month in lieu of the membepapted to the audit committee on a

2 (Before the amendmerit)ave their spouses and children not being managers in the position of general manager or
assistant general manager, or in an equivalent position, at the bank or its partnerships subject to consolidation and
possessing the qualifications and conditions required in (1a) and (1b), excluding subparagraph (1).

C:\Documents and Settings\abalci\Local Settings\Temporary Internet Files\OLK64\i¢ sistemler yonetmelik.doc 5
S.L.



temporary basis, including the making of a call &or extraordinary meeting of the general
assembly to elect a new director.

Power s and responsibilities of audit committee members

ARTICLE 7- (1) The audit committee shall have the duty angaasibility, on behalf

of the board of directors, to supervise the efficie and adequacy of the bank’s internal
systems, the functioning of these systems and @fatttounting and reporting systems in
accordance with the Law and applicable regulatiansl, the integrity of the information that
is generated, to carry out the necessary prelimiressessment for the selection of
independent audit institutions and rating, valuatand support service institutions by the
board of directors, to monitor regularly the adies of the institutions selected by the board
of directors and with which contracts have beemnesiy and to ensure that the internal audit
activities of the partnerships subject to consti@aa in accordance with regulations
introduced under the Law are maintained and coatdain the consolidated fashion.

(2) Under the first paragraph above, the audit cdatemshall have the duty and power:

a) To supervise compliance with the provisions tieo®ncerning internal control and
with the internal policies and implementation prdawes approved by the board of directors
and to make proposals to the board of directorelation to measures which it is considered
necessary to take;

b) To supervise whether the internal audit unitperforming its obligations as
determined in this Regulation and in the interraiqees;

c) To establish the channels of communication whktenable the units included within
the scope of the internal systems to reach the aadimittee directly;

d) To supervise whether the internal audit systawers the existing and planned
activities of the bank and the risks arising fronege activities and to examine internal
regulations concerning internal control that wititer into force upon their approval by the
board of directors;

e) To make proposals to the board of directors eorig the selection of managers to
those units included within the scope of the indéisystems which are attached to the audit
committee, and to submit an opinion during the remh@f such managers by the board of
directors;

f) To receive the opinions and proposals of thelémel management concerning the
internal systems and to evaluate such opiniongamabsals;

g) To ensure the establishment of the channelwitunication for the reporting of
irregularities within the bank directly to the audommittee or to the internal audit unit or
inspectors;

h) To monitor whether the inspectors are perforntingir duties independently and
impartially;

i) To examine internal audit plans;
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j) To make proposals to the board of directors eaniag the qualifications required for
personnel to be employed in the units includediwithe scope of the internal systems;

k) To monitor the measures taken by the top-levehagement and subordinated units
in relation to matters identified in internal audiports;

I) To evaluate the levels of professional trainargd the competence of the managers
and personnel employed in the units included withenscope of the internal systems;

m) To evaluate the availability of the necessarythoés, tools and implementation
procedures for identifying, measuring, monitoringdacontrolling the risks carried by the
bank;

n) To have discussions with the inspectors and withindependent auditors of the
independent audit institution conducting the indef@nt audit of the bank, at regular intervals
and at least four times a year, under programmeésgendas to be determined,

0) To inform the board of directors about the opnsi and evaluations of the relevant
top-level management, of the internal control anternal audit personnel and of the
independent audit institution concerning practiceeded for performing the activities
included within its duties and responsibilities iasdue, ensuring the efficiency of these
activities and developing them;

p) To review the evaluations of the independentitaingtitution in respect of the
conformity of the bank’s accounting practices wiitle Law and other applicable legislation
and to receive explanations from the relevant &l management in relation to
irregularities which have been identified;

g) Together with the top-level management and tidependent auditors, to evaluate
the results of independent audit, the annual aratteuy financial statements and related
documents, and the independent audit report, anedolve other issues over which the
independent auditor hesitates;

r) To evaluate the independence of the rating tutgins, the independent audit
institutions, including those which carry out asdif information systems, and the valuation
institutions with which the bank will sign contractind of their presidents, directors, auditors,
managers and employees, in their activities relatighl the bank, and the sufficiency of the
resources that are allocated, to submit its evialsitin the form of a report to the board of
directors, and, where services are actually pratuie repeat these actions regularly during
the term of the contract for up to three months;

s) To make a risk evaluation concerning the supgemtice that will be received by the
bank, to submit its evaluations in the form of pam to the board of directors and, where the
service is actually procured, to repeat these mstregularly during the term of the contract
for up to three months and also to monitor theisieficy of the service provided by the
support service institution;

t) To supervise whether the financial reports efblank accurately and fully include the
necessary information and whether they are preparedcordance with the Law and other
applicable legislation, and to get any errors gularities identified to be corrected,
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u) To have discussions with the independent awditoncerning whether the financial
reports accurately reflect the financial conditmfnthe bank, the results of activities and the
cash flows of the bank and whether they have beepaped in accordance with the
procedures and principles specified in the Law @thér applicable legislation;

v) To report its activities carried out in a givpaeriod, on condition that such period
does not exceed six months, and the results okthesvities to the board of directors,
including in such report its opinions regarding swas that need to be taken in the bank,
practices which are considered necessary, and they matters which it considers important
for the activities of the bank to be carried oregafand

w) To monitor whether or not those who are autteatito extend loan themselves or
their spouses or minor children, or other naturalegal persons that constitute a risk group
together with them, are involved in the stageswaflwation and decision-making related to
any credit transactions to which they are partyd ao establish the channels of
communication that will ensure they are informedhafse points.

Duties and responsibilities of top-level management
ARTICLE 8- (1) The top-level management shall have the duty aspbresibility:

a) To develop proposals concerning practices wiaod considered necessary for
performing the activities as is due within the seogpf their duties and responsibilities,
ensuring the efficiency of these activities andedeping them;

b) To coordinate the bank personnel employed in uhés for which they are
responsible, to make a division of tasks among g&rkonnel in view of their competencies,
and to monitor whether they effectively performitttities and responsibilities;

c) To analyse deficiencies or errors arising in whés for which they are responsible
and to report these or the measures consideredssageto the relevant internal systems
officer;

d) To use initiative according to their authorizatiwhere unexpected circumstances
arise;

e) To make timely and reliable reporting to therdoaf directors about important risks
to which the bank is exposed; and

f) To perform other tasks assigned by the boawdirettors.

(2) The top-level managers of the units includethiwithe scope of the internal systems
shall also have the duty and responsibility to enpént the strategies and policies approved
by the board of directors of the bank under thachkat5 (2c) in relation to their respective
units and to perform other tasks assigned by tleeaat internal systems officer.
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CHAPTER TWO
The Internal Control System

SECTION ONE
Purpose and Scope of the Internal Control System

Pur pose and scope of the internal control system

ARTICLE 9- (1) The purpose of the internal control systenvisrsure that the assets
of the bank are protected, that its activities @yaducted efficiently and effectively and in
accordance with the Law and other applicable lagjiah, with the internal policies and rules
of the bank, and with the established practicelsamiking, that the reliability and integrity of
the accounting and financial reporting system isntained, and that information is available
in a timely manner.

(2) To achieve the intended purpose of the intezoatrol system:

a) A functional division of tasks must be estaldidhand responsibilities are
apportioned within the bank;

b) The accounting and financial reporting systehe information system and the
internal communication channels must be establishetl that they operate effectively;

c) An emergency and contingency plan must be peepar
d) Internal control activities must be formed; and

e) Work flow charts must be formed showing the wsidgps and the controls over the
work processes of the bank.

(3) The internal control system shall be structusedas to cover the domestic and
overseas branches of the bank, its head offices,uitst partnerships subject to consolidation,
and all its activities.

Functional division of tasks

ARTICLE 10- (1) The powers and responsibilities of all units, perss and
committees within the bank shall be determinedrbtesnd in writing, with a division of tasks
in relation to the activities on the same subjecrder to prevent mistakes, fraud, conflicts
of interest, manipulation of information and miswdaesources at the bank. Activities from
which conflicts of interest may arise shall be iifged and minimized and the functions of
deciding to carry out a transaction that createska accounting the transaction and managing
the risk that arises from the transaction shallebt&usted to the responsibility of different
members of personnel.

Establishment of information systems

ARTICLE 11- (1) The structure of the information systems teb&blished within the
bank must be commensurate with the scale of thie &ad with the nature and complexity of
the products that are offered.
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(2) The information systems to be established gimable as a minimum:

a) (Amended: OG-November 30, 2008-Nr. 27070)%: All the information on the bank
to bekept and backed up and used so as to enable dbomsgh internet domestically, safely
and when necessary,

b) Risks to be measured using risk measurementogethr models and to be reported
in a timely and effective manner;

c) Data aggregation to be made on the basis ofuptedoffered, types of activity,
geographical areas, or risk groups;

d) Deviations from the annual budget and targetsetalentified,;

e) Warning information to be generated in the ewdrdoming close to pre-determined
risk limits;

f) Timely reporting of identified maximum risk lelge being exceeded and of
exceptions;

g) Allocation of the capital requirement concernisgrvices offered and activities
according to the risk-taking level,

h) Stress tests and scenario analyses to be madie; a

i) (Additional: OG-June 14, 2007-Nr. 26552)* Accounting recordso be kept in
transaction basis and according to the uniformtabfasiccounts

(3) The reliability of the information systems must¢ ensured and they must be
regularly updated and necessary changes made.

(4) To ensure that their activities may continu¢haiit interruption even where their
information systems are disrupted, banks must kstaland periodically test activity
resumption and continuity plans, also considerihg possibilities of procuring support
services to rescue their information systems fropndanger and in similar matters.

(5) The Board shall be authorized to determineeteenents of the information systems
of banks and the minimum procedures and princifgisged to their control.

Establishment of the communication structure and communication channels

ARTICLE 12- (1) It shall be ensured that information verticallyd horizontally flows
within the institutional structure of the bank sota reach the relevant levels of management
and the responsible personnel in safety and thatntlanagers of lower units and the
operational personnel are fully informed of the Wanobjectives, strategies, policies,
implementation procedures and expectations. Infoomao be directed towards personnel

3 Amendment made to this sub-paragraph enters into force as of April 1, 2009. (Before the amendment) a) All information
concerning the bank to be stored and used safely in the electronic medium;
* This sub-paragraph entered into force as of September 15, 2007.
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shall include data concerning the policies relai@dank activities, their implementation
procedures, and the activity performance of thekbdinshall be ensured that the bank
personnel are aware of the rules concerning theiiesl and responsibilities and that the
necessary information rapidly reaches the concepeesbnnel.

(2) Through horizontal information flow, it shalelensured that information held by a
unit within the bank or a unit within an entity ¢miled by the bank is shared with other units
in need of that information.

(3) Suitable communication channels must be estaddi and maintained to ensure that
problems encountered by bank personnel are reptotéte management levels in their own
units and to the internal control unit and that amgtters over which they hesitate or which
they find doubtful according to usual practicesra@orted to the internal audit unit as well as
the management levels and the unit to which problare reported.

(4) All measures shall be taken to ensure that amunication channels to be
established do not constitute a breach of the denfiality obligation under the Article 73(3)
of the Law.

Emergency and contingency plan

ARTICLE 13- (1) Banks must have an emergency and contingelacy approved by
their boards of directors, so that they can marthgeisks and problems that may arise from
contingencies. This plan shall be put into the farma guide book and distributed to all
relevant units of the bank in order to ensure thambers of personnel are informed of the
plan and their responsibilities under the plan. @uthorized unit shall be designated to
coordinate the matters outlined in the plan.

(2) Maximum importance shall be attached to theisgcof customers and personnel in
the event of an emergency, and an emergency cendlé be established to cope with the
problem or crisis that has arisen. The plan stalptepared in view of the extent to which a
potential emergency or contingency might affectlibek’s operations.

(3) The emergency and contingency plan shall gtedelfine an order of priority for
each bank operation, the delegation of authorithess arrangements concerning the provision
of the personnel required for the situation, arel sequence, order and method of contacts
between management and personnel, in the face anergency or contingency. For a
potential emergency or contingency involving thgmant systems, the plan shall specify a
system of communication between the officials ef @entral Bank of the Republic of Turkey,
those who are in charge of the inter-bank settléraad clearance systems, and the Agency,
also ensuring the creation of a public communicatchannel or network to provide
communication with the public and clients.

(4) The emergency and contingency plan shall give cbnsideration to all resources
such as electricity, fuel, water and food which bank may need in order to carry on its
activities and shall include the measures for ttoéggtion of assets and the procedures for the
handling of any damaged assets.
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(5) Banks must establish a data backup centredardance with the first paragraph or
make agreements with other banks or with supporvicge institutions to secure the
performance of data backup operations. Data backmggcured shall be kept in a centre. The
use of multiple communication methods shall be sty using special lines between the
head office and branches and also between thepdatassing centre and branches.

(6) A system shall be created to review the emengand contingency plan at suitable
intervals and regular exercises shall be carrig¢dnothhe head office and branches and in other
units against the possibility of a disruption oH@pse in the automation and other systems in
connection with this plan. The results of such eisexs shall be reported to the top-level
management following an appropriate evaluationuset! to review the plan.

I nter nal control activities

ARTICLE 14- (1) The internal control activities shall include a minimum the
following controls:

a) Control of actions to execute activities;

b) Control of the communication channels and infation systems and the financial
reporting system; and

c) Compliance controls.

(2) Internal control activities shall be part of @ily activities of the bank. The written
policies and implementation procedures concernigrmnal control shall be developed so as
to be executed first by the personnel carryingtbetactivity and then by the internal control
staff, and all personnel of the bank shall be mied of the policies and implementation
procedures concerning the internal control acésitdeveloped in relation to the activities
carried out by them.

SECTION TWO
Controlsin the Scope of Internal Control Activities

Control of actionsto execute activities

ARTICLE 15 (1) Actions concerning the execution of the adtdgt of banks
constitute the operational activities. The aimta tontrols related to operational activities is
to ensure the efficiency and effectiveness of djmara.

(2) Banks must implement the following control &ities in relation to operational
activities.

a) Reporting: Preparation of daily, weekly or miyntteports on extraordinary events,
doubtful transactions, non-conformities, and gen@erformance, for submission to the
senior management.

b) Physical controls: Setting rules and limitatioms access to, and utilization and
keeping of, tangible assets, including financiakas such as cash and securities owned by the
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bank or held in custody in the name of clients thieo parties, and making inventories of all
tangible assets at regular intervals;

c) Approval and authorization: Establishing bilaterand cross verification and
signature procedures, and obtaining approval dragiziation for transactions above certain
limits.

d) Interrogation and reconciliation: Interrogatittte accuracy of transaction details,
activities, and outputs related to risk managenmantiels, comparing the accounts, and
carrying out reconciliations at regular intervals.

e) Checks of compliance with limits and monitorfgviolations and non-conformities:
Checking compliance with general and special iirslit$ and monitoring violations of limits.

Control of communication channels and infor mation systems

ARTICLE 16- (1) The communication channels and informatiosteays of the bank
shall be controlled to ensure that information oted within the bank is reliable, complete,
traceable, consistent, in a suitable format andradter to meet the requirement, and
accessible by relevant units and personnel in elyimnanner.

(2) The controls related to the communication cledsishall consist of control activities
regarding:

a) Whether there are restrictions on informationegated within the bank, or in its
partnerships subject to consolidation, which messbbject to any restriction under the Law
and other applicable legislation or under poli@es strategies approved by the bank’s board
of directors and which is accessible by the relevait and personnel;

b) Whether the personnel are regularly informethefbank, their respective units and
their performance;

c) Whether the personnel are informed of changethdéoLaw and other applicable
legislation and of new products or activities; and

d) The frequency at which the relevant personnpbmeproblems encountered and
matters over which they hesitate in comparison withal practices to the management levels
in their own units and to the internal control unit

(3) The controls related to the information systesimll consist of the overall
information system controls and the implementationtrols. The overall information system
controls shall include controls of the activitiedlated to the information system and its
management and of the processes related to théisdiex The implementation controls
shall include the internal controls that must bedug all work processes such defining,
generating and using the financial data includetthiwithe information systems and used to
conduct or support banking activities, ensuringittiegrity and reliability of these data, and
authorizing access to them. Data creation/authiimizacontrols, input controls, data
processing controls, output controls and limit colst shall be performed as a minimum
within the scope of the implementation controlseToard shall be authorized to specify
procedures and principles concerning the scopeininmam controls to be executed in the
framework of the overall information system cordrahd the implementation controls.
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Control of thefinancial reporting system

ARTICLE 17- (1) The control of the financial reporting systenms to ensure the
integrity and reliability of the accounting and oefing systems. The controls to be performed
in this context shall include as a minimum:

a) Special control of the information included inancial reports and control of the
actions providing the basis for the informationttlg controlled, having considered the
information which, if not included in financial stanents or incorrectly expressed therein,
may considerably affect economic decisions madadays on the basis of the information in
the financial statements;

b) Control to identify possible errors and omissiaturing the process between the
recording of transactions, assets and liabilities their reflection in financial reports; and

c) Control to establish whether financial reporasédn been prepared in accordance with
the Law and regulations introduced under the Law.

Compliance controls

ARTICLE 18- (1) Compliance controls are intended to ensure thadcilities which
the bank carries out or plans to carry out, and remsactions and products, are in
compliance with the Law and other applicable ledish, with the internal policies and rules
of the bank, and with banking practices. It shalldmsured that bank personnel are promptly
informed of any changes to the Law and other agble legislation or to the internal policies
and rules of the bank.

(2) Uninterrupted compliance control shall be perfed by the internal control unit or
by a unit to be assigned the duty of compliancetrobrvhich shall operate under the same
internal systems officer as the internal controlit uand which shall be organized
independently of the other activities of the bank.

(3) Before authorization is sought from the boafddimectors for new products and
transactions or activities planned to be carriet] an opinion shall be received from the unit
assigned under the second paragraph above.

(4) In overseas branches of the bank and in itseeships subject to consolidation, at
least one member of personnel each shall be askigmeontrol compliance under the
regulations abroad and to make reporting to the assigned the duty of compliance control
under the second paragraph above.
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SECTION THREE
The Internal Control Unit and Internal Control Personnel

Theinter nal control unit

ARTICLE 19- (1) The internal control system, the internal coinactivities, and how
they are to be executed, shall be designed byntieenal control unit together with the top-
level managers of the other relevant units, hawogsidered the characteristics of all
activities carried out by the bank.

(2) The internal control unit shall be staffed waithe manager and with professionally
qualified personnel in a sufficient number accogdio the scale of the bank and the nature
and complexity of its activities. The internal catunit shall be physically located within the
head office of the bank.

In the case of banks established abroad which tgparda urkey through branch offices,
the internal control unit shall be created in teatcal branch office.

(3) Whether the internal control activities are rigat out, whether the rules and
limitations are complied with and whether the tésgeave been reached shall be checked at
the various management levels specified and atellegant control steps and points and shall
be reported by the internal control personnel éitibernal control unit through normal means
or urgently, also considering the nature of thdifigs.

(4) The procedures and principles concerning tharidution of internal control
activities between the personnel carrying out therational activities of the bank and the
internal control personnel, the number of interr@htrol personnel to be allocated for each
internal control activity, and the control mechamés and methods to be used, shall be
determined jointly by the manager of the interr@iteol unit and the high-level management
concerned. The coordination and cooperation ofiiternal control personnel with the other
personnel conducting the activities of the bankha location where the internal control
personnel perform their duties shall be ensurethéynternal control unit.

(5) Control results reported to the internal contmoit shall be kept in this unit. Such
reports shall be separated as between those matie bperational personnel and those made
by the internal control personnel and shall behtertclassified according to their nature. The
reports so grouped shall be evaluated by the manafgthe internal control unit and the
relevant high-level management, and the necessagsunes shall be taken to improve the
internal control system or to conduct the inte@ltrol activities without any disruption.

(6) In periods of up to three months each, thetacminmittee shall be provided with
information concerning actions under the fifth gaegh above.

(7) The manager of the internal control unit muavén a minimum of seven years
experience in banking. The manager of the inteogwatrol unit shall assess whether the
internal control personnel have the qualificatitimst are required by their duties, powers and
responsibilities, shall prepare training programneegnprove their professional knowledge,
skills and abilities, and shall monitor whetherythare performing their duties impartially
without being influenced by the executive units.
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Duties and powers of internal control personnel

ARTICLE 20- (1) The internal control personnel attached to therimatecontrol unit
shall conduct their duties in the units or brancliasre the operational activities are executed
and in the head office. Banks may keep permandetnal control personnel in certain
branches, considering the share of the branchiwesivin the total business volume of the
bank, the operational risks carried by those brasctheir impact within the total risk profile
of the bank, their numbers of personnel, and thssipdities of controlling their daily
activities from the centre. The posts of the ingroontrol personnel shall be changed at
intervals considered appropriate by the managethefinternal control unit. The internal
control personnel shall not engage in any actiether than internal control activities.

(2) The internal control personnel shall requestrimation based on reports from the
units concerned in order to monitor, review and tadnthe reliable performance of all
activities of the bank, shall implement controls reviews based on general or special
observations and monitoring through various conttotuments and tools, shall put their
findings in the form of reports, and shall prepasrning messages and communicate them to
the units concerned. The internal control persorshell be provided with the authority to
demand additional explanations from bank persoooeterning matters which they monitor,
review and control, and to seek their opinions.

(3) The internal control unit regulations, preparby the internal control unit,
considered appropriate by the relevant internaesys officer, and approved and adopted by
the board of directors, shall include provisionsa@rning the required educational status,
experience, levels of knowledge and skill, and othealifications of internal control
personnel.

CHAPTER THREE
The Internal Audit System

SECTION ONE
Purpose, Scope and Organization of I nternal Audit, and Professional Diligence

Pur pose and scope of the internal audit system

ARTICLE 21- (1) The purpose of the internal audit system isgitee the senior
management assurance that the activities of th& hes conducted in accordance with the
Law and other applicable legislation and with theeinal strategies, policies, principles and
targets of the bank and that the internal contral sk management systems are effective
and adequate.

(2) To achieve the intended purpose of the inteenalit system, all activities of the
bank without any limitation and all its units, inding the units of the domestic and overseas
branches and the head office, shall be examinedhadided periodically and on a risk basis,
any deficiencies, errors and abuses shall be fikghtiopinions and proposals shall be
submitted to prevent them from occurring again smdecure the effective and efficient use
of bank resources, and the accuracy and relialafityformation and reports communicated
to the Agency and to the senior management shalbdsessed, through internal audit
activities.
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(3) In periodic and risk-based audits:

a) The adequacy and effectiveness of the inteimatkal and risk management systems
shall be assessed;

b) The information systems shall be reviewed, idiclg the electronic information
system and electronic banking services and un@epithcedures and principles determined in
Section Four “Information System Audit” of the Rémiion On the Information Systems
Audit to be Implemented in Banks by IndependentiAQdganizations, which was published
in the Official Gazette Nr. 26170 dated May 16, @00

c) The accuracy and reliability of accounting relsoland financial reports shall be
examined.

d) The conformity of operational activities withettprocedures specified, and the
functioning of the related internal control implemegtion procedures, shall be tested.

e) The conformity of operations with the Law antlestapplicable legislation and with
the internal strategies, policies, implementatioocpdures and other internal regulations of
the bank shall be audited.

f) The accuracy and reliability of reports madethie board of directors and the audit
committee under the internal regulations of thekbaand of statutory reports, and the
conformity of these reports with the applicablediimits, shall be audited.

(4) Where risk measurement models are used indhk, lthe following points shall be
audited in relation to such models:

a) Whether the results obtained through the risksneement models and methods are
incorporated in daily risk management;

b) The pricing models and valuation systems usetthéypank;
c) The risks covered by the risk measurement magssd by the bank;

d) The accuracy and suitability of the data andumggions used in the risk
measurement models;

e) The reliability, integrity and timely availalfi of the source of the data used in the
risk measurement models; and

f) The accuracy of the retrospective tests useth®risk measurement models.

(5) The bank’s partnerships subject to consoligasiball also be subjected to internal
audit.

Theinter nal audit unit

ARTICLE 22- (1) The function of internal audit in banks shadl performed by the
internal audit unit, where inspectors and intemnadit staff shall be employed in a sufficient
number depending on the size of the bank and orcdh®lexity, intensity, scope and risk
level of its activities, with the aim of performinge audit services foreseen in the Law and
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other applicable legislation and in the internajulations of the bank regularly and at the
level required for these services.

(2) The manager of the internal audit unit musteha minimum of seven years
experience in banking. The manager of the inteandit unit shall conduct the internal audit
activities in accordance with the policies and iempéntation procedures concerning audit
activities and with the internal audit plans.

(3) The manager of the internal audit unit shall:

a) Determine the policies and implementation pracesl concerning internal audit
activities, receive the favourable opinion of thedia committee and put them into practice
upon their approval by the board of directors;

b) Supervise the internal audit activities and rwnand guide the audit policies,
programmes, processes and practices;

c) Assess whether the inspectors have the quaiditarequired by their powers and
responsibilities, prepare training programmes tprowe their professional knowledge, skills
and abilities, and monitor whether they are perfogmtheir duties independently and
impartially with the necessary professional diligemnd attention.

(4) In banks where it is possible to conduct thditaactivities with one inspector, the
audit activities shall be executed by that inspeetdno shall also have the duties, powers and
responsibilities of the internal audit unit manager

(5) Other than periodic and risk-based audits, ispecidits shall also be performed by
the internal audit unit upon request by the bodrdlicectors or the audit committee, in
accordance with the purpose of internal audit.

Qualifications and power s of inspector s

ARTICLE 23- (1) The inspectors shall perform their duties aedponsibilities
impartially and independently. To this end, thewlkimot be accountable to anyone in the
bank management other than the manager of thenaitaudit unit, the relevant internal
systems officer and the board of directors anthénperformance of their duties, they shall be
free from any conflicts of interest due to reassansh as personal or family relations or the
position within the bank.

(2) Where any circumstances exist which are prejadlito their independence and
impartiality, inspectors shall notify them to thewnager of the internal audit unit and to the
audit committee in advance of the audit and witidfieom the duty. Inspectors may not take
part in the audit of any transactions for whichytleere responsible due to positions held by
them in the past.

(3) The board of directors shall ensure that tispéctors are properly authorized to use
initiative in all departments and units of the batakobtain information from any personnel of
the bank, and to have access to all records, &ifed data of the bank, so that they may
effectively perform their duties and responsik@kti

C:\Documents and Settings\abalci\Local Settings\Temporary Internet Files\OLK64\i¢ sistemler yonetmelik.doc 18
S.L.



(4) The internal audit regulations, prepared by thiernal audit unit, considered
appropriate by the relevant internal systems affiaed approved and adopted by the board of
directors, shall include provisions concerning teguired educational status, experience,
knowledge and skills of inspectors. Those inspactwho are to audit the information
technologies of the bank must have minimum knowdealgd skills in the area of information
technologies and audit techniques based on infeom#tchnologies, as proven by their fields
of study or by training certificates they have reed. This requirement shall also apply to the
inspector employed in a bank under the fourth paggygof Article 22 above.

Professional diligencein internal audit

ARTICLE 24- (1) Inspectors must perform their duties with profesalaliligence and
attention, which requires the ability to identify @ minimum:

a) The scope of the work to be required by the;duty

b) The applicable legislation and internal regolasi and implementation procedures,
their relevance to the area to be audited, anextent of the work they require;

c) The effectiveness and adequacy of the risk memagt and internal control systems
concerning the activities subject to audit;

d) The probability of material errors, irregulaggior deliberate non-conformities in the
activities and transactions subject to audit;

e) The computer-supported audit techniques and afadysis techniques that may be
used;

f) The risks that may arise from the activity artsaction subject to audit; and

g) Where a consultancy service is provided, thelsesd expectations of the persons
who will benefit from it, including the period ofme within which to complete the work
required by the service and its reporting, andsitwpe and complexity of the work required
by that service.

SECTION TWO
Internal Audit Activitiesand Working Principles

I nter nal audit activities

ARTICLE 25- (1) The periodic and risk-based internal audit\dtitis of banks shall
consist of preparing the internal audit plan, pggtit into effect, executing it through work
programmes, reporting the results to the manageroénhe internal audit unit, to the
management of the unit concerned, to the relevatarrial system officer, to the audit
committee and, through the audit committee, tolibard of directors, and monitoring the
measures taken by the management bodies of the eonicerned in the framework of the
audit reports.

Risk-based audit
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ARTICLE 26- (1) An effective internal audit system is implermeghbn the basis of the
risk evaluations of the internal audit unit. Int@raudit risk evaluations represent an activity
conducted by the internal audit unit to determine &reas to be accorded priority in audit
work, the details to be considered, and the freque audit, in the light of the risks to which
the bank is exposed and the controls related wetheks.

(2) In order that risk evaluations may be madefavery year:
a) All transactions, types of product, servicegi&t, and tasks, shall be defined;

b) The activities executed in the scope of thengefitransactions, types of product,
services and tasks, and the provisions of the Lagvather legislative matters that concern
them, shall be identified;

c) The important business units and products aeddlated activity and control risks
shall be identified and the documents concernirgdtinucture of the risk management and
internal control systems shall be determined; and

d) Risk measurement and rating systems shall bd tsesvaluate the activity and
control risks related to the important businesssuaind products and to identify their degrees
of importance.

(3) The evaluation of the activity and control gskelated to the important business
units and products and the identification of thraggrees of importance shall be carried out
with the help of the matrix in Annex 1, so as te@oalso each consolidated organization. In
the risk evaluation to be made by the internal tauit, the risk compositions carried by the
bank must be monitored and evaluated as a mininmutarims of the areas indicated in the
matrix in Annex 1.

(4) The risk evaluations concerning the units amtfions shall be made jointly with
the unit managers. The opinions of the internakmbrand risk management units shall also
be received during the risk evaluations. The fidetision concerning the risk evaluations
shall be the responsibility of the internal audhitu

(5) The risk evaluations shall be regularly revidw&vents that may affect the risk
evaluations such as new products, new systemsgebaio the Law and other applicable
legislation, and changes in organization or persbrin important positions, shall be
communicated by unit managers to the internal awdit which shall in turn review the risk
evaluations in the light of such changes.

(6) The manager of the internal audit unit shakraine the risk evaluations and any
changes and verify their conformity.

Theinternal audit plan

ARTICLE 27- (1) The internal audit plan shall be formed on the dasdithe risk
evaluations made under Article 26. The opinionhef high-level management concerning the
plan shall also be received. After being found appgate by the relevant internal systems
officer, the plan shall be put into effect uponafgproval by the board of directors.
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(2) The internal audit unit shall, when necessapdate the audit plan in accordance
with the established policies, and the updated plail be submitted to the relevant internal
systems officer. Important changes and updatese@udit plan shall be put into effect after
receiving the favourable opinion of the relevanteinal systems officer and upon their
approval by the board of directors. The updated plall include information concerning the
audit activities performed until the date of updgtithe amount of time allocated for them,
and the reasons for the important changes that lbese made.

(3) The internal audit plan shall be prepared atsasidering any special investigations
to be carried out and any consultancy servicestmnging to be received during the period.
The internal audit plan shall include:

a) The areas to be audited during the period, dnctlthe order of importance and
priority which results from the risk-based evaloas;

b) The purpose of the audit;

c) Summary risk evaluations concerning each areactvity to be audited and the
relevant provisions of the Law and other applicdéggslation;

d) The time and the audit period in which the pkthaudit work is to be carried out;
and

e) The resources needed for the audit activitied,the possible effects of any resource
constraints.

The audit period

ARTICLE 28- (1) The audit period means the frequency of auditsder ordinary
conditions, the audit period shall be determinedh®yactivities and areas to be audited, the
inspectors, and the time in which the audit magdmied out. Areas considered being riskier
following risk evaluations shall be audited moreguently than others.

Work programmes

ARTICLE 29- (1) For each audit task given in the scope of tiditareas identified in
the internal audit plan, a work plan shall be pregacovering all transactions in the audit area
of the bank, the audit techniques to be used, tibeedures to be followed in obtaining
information, the practices concerning documentateord the presentation of the results and
the audit report. The work programme shall incliddetail the objective of the audit and the
activities to be carried out to achieve this ohyect

(2) The audit procedures used shall be documemetei form of work sheets. The
work sheets must be so drawn up as to show whétkeaudit task has been completed as
foreseen in the work programme and the manner iichwtine task has been executed, and
must be signed by the relevant inspector togettitérhis/her name and surname.

(3) Under ordinary conditions, the work programrhalkinclude the practices related
to the following points as a minimum:

a) Non-scheduled audits to be performed if deeneegssary;
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b) Checking of the records to be audited;

c) Examination and evaluation of the internal cohtsystems, policies and
implementation procedures;

d) Risk evaluations;

e) Reviewing the relevant article of the Law orestlapplicable laws, regulations and
rules;

f) Use of sampling methods and techniques; and

g) Confirmation of selected transactions and actdatances through the following
practices as a minimum:

1) Examining the consistency of auxiliary accougesneral ledger entries and control
records with each other;

2) Examining the documents on which records aredjas
3) Directly inspecting exceptional practices, aniadle monitoring activities; and

4) Physical checks.

Sampling methods and techniques

ARTICLE 30- (1) In audits, sampling methods and techniqued Slealised to select
and verify account balances and transactions ofréleant period and to test the internal
control practices related to them. Work programsies| include test targets, the actions to
be implemented to reach these targets, and the engnadd transactions and accounts to be
examined.

(2) The sampling method and technique to be usell sl determined in the light of
such points as the characteristics of the group tthe sample represents, the numbers of
transactions and accounts that it includes, thecgffeness of the internal controls related to
the group in question, and the cost constrairghdtl be preferable to use statistical methods
in cases such as where the characteristics ofrthgdhat the selected sample represents are
similar to those of the sample or where the grawgludes a large number of transactions or
items, and to use non-statistical methods in othses or where statistical methods would be
costly.

(3) In the selection and implementation of samplimgthods and techniques, the
inspectors must include in their work sheets thievieng points:

a) The formation of the sampling target;
b) The size of the group that is sampled and igsaidteristics that are studied,;
c) The determination of the sample size; and

d) The selection of the sampling methodology.
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Internal audit reports

ARTICLE 31- (1) The internal audit reports shall be so isswetbgrovide the senior
management with information about the conformityaafiven unit or activity with the Law
and other applicable legislation and the intermdices and implementation procedures of the
bank, about the effectiveness of the operated pseseand internal controls, and about the
corrective actions that it is considered necessartake. The inspectors must share their
findings and proposals with the parties concermatif@mve their audit reports reach the audit
committee and the board of directors through therimal audit unit as soon as possible after
the completion of the audit work. The work sheet®e drawn up by the inspectors must be
in support of the reports. The work sheets shatlddevered to the internal audit unit together
with the report.

(2) The internal audit reports shall be prepareddoordance with the requirements of
internal audit and the audited area. They shallide

a) A summary of the identified problems and theotasions;
b) The scope and objectives of the audit;

c) Detailed audit results (the degree of importeameorded to the subject of audit in the
framework of identified points, and its detailedsens);

d) Proposals, if any, and their benefits; and
e) Other information that may be needed by theosananagement.

(3) After the audit is completed, the inspectomalisimeet with the relevant unit manager
to discuss the draft audit report, to ensure thgtiacorrect information is corrected, and to
receive the comments of the relevant unit managementhe determinations and the
measures to be taken. After this meeting, the fieasion of the audit report, including any
comments of the relevant unit management, shalsuimmitted to the internal audit unit,
which shall in turn communicate it to the managerthorized to take corrective actions.

(4) The manager of the internal audit unit shallleast quarterly, submit to the audit
committee a report on the activities performed g internal audit unit and review these
activities jointly with the audit committee. The diucommittee shall present this report,
together with its own comments, to the board oéctiors within ten working days at the latest.
The report in question shall include as a minimbhmfbllowing points:

a) The completed, continuing, postponed and casatellidit activities and their level of
conformity with the annual audit plan;

b) Any training received by the inspectors during teporting period,;

¢) Important accounting problems and any ambiggiitierelation to reports made to the
Agency and audit findings;

d) A summary of the audits performed in relatiothte information systems;
e) Risk evaluations and their summary;

f) Error reports concerning the audit and integwitrols;
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g) Opinions towards the elimination of importantakeesses communicated to the
managers authorized to take corrective actions; and

h) Any other points which the audit committee ahd tnternal audit unit consider
appropriate to be included.

(5) Internal audit reports and internal audit waftorts shall be prepared in Turkish.

Monitoring activities

ARTICLE 32- (1) The inspectors shall monitor actions towards ploints that they
have proposed in their internal audit reports dnad the internal audit unit has communicated
to the managers authorized to take corrective B&tio

(2) The inspectors shall report the results ofrth@dnitoring activities under the first
paragraph and their comments to the internal awdiit which shall in turn communicate
them to the audit committee. Such reports shaljjiben consideration in the internal audit
plans to be made in subsequent periods.

Consultancy services

ARTICLE 33- (1) Banks may receive consultancy services fromrternal audit unit
in relation to new products and services or pati@ad implementation procedures. However,
the provision of such consultancy services shdllimply approval of the matters subject to
consultancy.

Auditing of partnerships subject to consolidation

ARTICLE 34- (1) Banks shall take all necessary measures to ensair¢heir internal
audit units can inspect all activities and unitstioéir consolidated partnerships without
limitation.
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CHAPTER FOUR
The Risk Management System and Final Provisions

SECTION ONE
Purpose and Scope of the Risk Management System

Pur pose of risk management

ARTICLE 35- (1) The purpose of the risk management systemesasare that the risk
exposure of the bank is defined, measured, monit@ed controlled through policies,
implementation procedures, and limits, which aterided to monitor, to keep under control
and, where necessary, to change the risk-yielatsirel of the future cash flows of the bank
and, in connection with this, the nature and l®fets activities.

(2) To establish a suitable and adequate risk managt system within the bank:

a) Adequate policies, implementation procedured,limnits, to enable the management
of the different aspects of risks arising from dtgs; and

b) Risk management activities shall be clearly rdi in accordance with the
procedures and principles specified in this Chapter

Risk management policies and implementation procedures

ARTICLE 36- (1) Banks shall determine written policies and lengentation
procedures on a consolidated and non-consolidaseis o manage each of the risks arising
from their activities.

(2) In determining the risk management policies anglementation procedures, the
following points as a minimum shall be considered:

a) The strategies, policies and implementationcpesi related to the activities of the
bank;

b) Conformity with the volume, nature and complexif the activities of the bank;
c) The level of risk that the bank can take;

d) The risk monitoring and management capacithefidank;

e) The past experience and performance of the bank;

f) The levels of specialization of the managershef units that conduct the activities in
their respective areas; and

g) Obligations stipulated in the Law and other aaile legislation.

(3) Risk management policies and implementatiorcgaares must adapt to changing
conditions. The board of directors or the relevemeérnal systems officer shall regularly
evaluate their adequacy and make the necessargehan
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(4) Risk management policies and implementatiorcgulares must also include risk
mitigation techniques such as hedging, insuranaeetfit derivatives.

Risk limits

ARTICLE 37- (1) Written limits must be determined for quamtifie risks such as
credit risk, market risk, interest rate risk arguldity risk arising from the activities of banks,
and these limits must be approved by the board idcidrs. The risk limits shall be
determined jointly with the high-level managers @amed, including the relevant internal
systems officer, the manager of the risk managemmghtind the general manager of the bank.

(2) The risk limits shall be determined:

a) In accordance with the level of risk that thaekbaan take, with its activities and with
the size and complexity of its products and sesjiead

b) As a minimum on the basis of personnel, unite,lank as a whole or the group in
which the bank is included.

The risk limits shall be regularly reviewed and patéa in accordance with changes in
market conditions and in the bank strategy.

(3) It shall be ensured that the risk limits arenowunicated to the relevant units and
understood by the relevant personnel.

(4) The utilization of the limits shall be closatyonitored and any violations promptly
notified to the high-level management for the neagsmeasures to be taken.

New products and services

ARTICLE 38- (1) New products and services offered by bankd bleasubjected to a
careful evaluation. It shall be ensured that theessary personnel, technology and financial
resources are available for these products andcesnto be offered and that the senior
management is fully aware of the risks involvedha new products and services.

(2) Proposals to offer a new product or servicetrmedude the following points:
a) A description of the product or service;

b) Detailed evaluation of the risks that may afisen the product or service;

c) The cost-benefit analysis of the product oriserv

d) Determination of the necessary resources talatalrisk management practices and
carry out effective risk management for the newdpaa or service;

e) An analysis linking the activities to be perfeminconcerning the new product or
service to the financial structure and capitahef bank; and

f) Implementation procedures to be followed in meig, monitoring and controlling
the risks that would arise from the new producievice.
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(3) The opinions of all relevant units concernihg bffer of the new product or service
shall be received.

(4) The bank shall make an evaluation after the pesduct or service is offered, and
this evaluation shall be taken into account wherelar products or services are developed in
the future.

SECTION TWO

Measuring, Monitoring and Reporting of Risks and the Responsibilities of the Risk
M anagement Unit

Risk management activities

ARTICLE 39- (1) The risk management activities shall be coretlidty the risk
management unit and personnel.

(2) The risk management activities shall consist of:
a) Measurement of risks;
b) Monitoring of risks; and

c) Controlling and reporting of risks.

Therisk management unit and per sonnel

ARTICLE 40- (1) The risk management unit shall be assigned theoviaig
responsibilities as a minimum:

a) To design and implement the risk managemengsyst

b) To determine the risk management policies anplementation procedures on the
basis of the risk management strategies;

c) To ensure that the risk management policies iamglementation procedures are
implemented and complied with;

d) To ensure that, before entering into a transactthe risks are understood and
sufficiently evaluated,

e) To participate in the process of designing,ciglg and putting into practice the risk
measurement models and giving preliminary appraeateview the models regularly and to
make the necessary changes;

f) To generate daily reports from the risk measweinmodels used by the bank and to
analyse the reports;

g) To ensure that the quantifiable risks are kephim the limits determined and to
monitor the utilization of these limits;
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h) To monitor compliance with the limits determined the basis of the bank as a
whole by aggregating the limits determined on a basis for each type of risk; and

i) To ensure that the results of risk measuremadtrask monitoring are reported in a
regular and timely manner to the board of directorthe relevant internal systems officer and
the high-level management.

(2) The risk management unit regulation, prepargdth® risk management unit,
considered appropriate by the relevant internaiesys officer, and approved and adopted by
the board of directors, shall include provisionsi@@rning the required educational status,
experience and levels of knowledge and skill ofrteke management unit personnel.

(3) The manager of the risk management unit musgeé lraminimum of seven years
experience in banking. The manager of the risk mement unit shall assess whether the
personnel of the unit have the qualifications the¢ required by their duties, powers and
responsibilities, shall prepare training programrizesnprove their professional knowledge,
skills and abilities, and shall monitor whetherytrere performing their duties impartially
without being influenced by the executive units.

Risk measurement methods

ARTICLE 41- (1) Banks shall establish effective systems far theasurement of
quantifiable risks and for the evaluation of noratifiable risks.

(2) Different measurement methods and models mayskd to measure and evaluate
risks. In determining the methods or models to bedufor risk measurement, banks shall
consider the following points as a minimum:

a) The structure, volume and complexity of act@sti
b) Why the model or method is needed;

¢) The assumptions of the method or model;

d) The availability of the data to be used;

e) The suitability of the information systems; and
f) The experience of the personnel.

(3) The board of directors or the relevant intersydtems officer must evaluate the
assumptions and limitations concerning the modeldughe basic assumptions used to
measure risks, and the sufficiency and suitabibfy data sources and implementation
procedures.

(4) The accuracy and reliability of the risk measnent method or model shall be
determined by means of retrospective tests usirigahcesults. The risk measurement
methods and models shall be periodically updatedftect changing market conditions.

(5) Written policies and implementation procedusball be created within the bank in
relation to the functioning of the risk measurem&ygtems, and methods shall be developed
to monitor compliance with these policies and immatation procedures.
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Scenario analysis and stresstesting

ARTICLE 42- (1) Banks must have the capacity to measure tpadtrof any changes
in the risk factor on their incomes and expenses.

(2) Banks shall establish a system to implemeessttesting and scenario analyses in a
regular fashion so as to evaluate the impact okpeeted market conditions on their basic
areas of activity.

(3) The results of scenario analyses and stregadgeshall be regularly reviewed by the
board of directors or the high-level managementrefidcted in policies and limits.

SECTION THREE
Various and Final Provisions

Obligation to notify

ARTICLE 43- (1) Banks must notify the Agency in writing of the apgment or
removal of the internal systems officer, the mersbarthe audit committee, and the high-
level managers of the units included within thepgcof these systems, within seven working
days from the date of the relevant decision.

(2) Banks shall, within three months from the date ablation of this Regulation,
report to the Agency their internal regulations @@ming the duties, powers and
responsibilities of the audit committee and of tmternal systems officer and the
organizational structure, duties, powers and resipdities of the internal audit unit, the risk
management unit and the internal control unit. Ahginges to these internal regulations shall
be notified to the Agency within the following telays.

(3) Banks shall, within three months from the datepublication of this Regulation,
report to the Agency their approved risk managermelities and implementation procedures.

(4) The internal audit plans prepared under ArtRTehereof and the risk evaluations
used in those plans and made under Article 26 henest be sent to the Agency within ten
days from the approval of those plans.

(5) Among the internal audit unit reports submittedhe board of directors under the
fourth paragraph of Article 31 hereof, the year-egplort which corresponds to the period of
one year shall be sent to the Agency within tensdagm the date of its submission to the
board of directors. This report shall be prepamedhe basis of the one-year period.

The Regulation abolished

ARTICLE 44- (1) The Regulation on the Internal Audit and RiskarMgement
Systems of Banks which was published in the Offi@azette Nr. 24312 dated February 8,
2001 is hereby abolished.

Adaptation of audit committee members

TEMPORARY ARTICLE 1- (1) Banks shall bring their situation into linetlwithe
provisions of Article 6 hereof by May'12007.
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Effect

ARTICLE 45- (1) The provisions of this Regulation shall eriteéo effect on the date
of its publication, except for item (e) of the sedgaragraph of Article 9, which shall enter
into effect on April ¥, 2007.

Enforcement

ARTICLE 46- (1) The provisions of this Regulation shall becgoéd by the Chairman
of the Banking Regulation and Supervision Agency.
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ANNEX -1

BANK RISK EVALUATION MATRIX

Operational
Activities
in the Bank

Volume or
Relative
Weight

Risks Concerning Operational Activities

Risk Managemen

Credit

Market

Liquidity

Operational

Risk

Risk

Risk

Risk

Regulatory Risk|

Credibility
Risk

2|9
=
o IR

Supervision by
Senior
Management

Lending (it may be listed by
types)

Individual Banking
Operations

Deposit Collecting and
Investment Products

Fund Management
(including balance-sheet an
off-balance-sheet trading
operations)

Financial I nvestmentsand
Placements

Administration and
Custody of Client Funds

Mergersand Takeovers

||I nsurance Services

||Payments System

||| nformation Systems

||Human Resour ces

||L egal Transactions

New Technologies

Other Activities

Final Risk Level:
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