From the Banking Regulation and Supervision Agency:

THE REGULATION ON THE INTERNAL SYSTEMS OF BANKS !
(Published in the Official Gazette dated Novemhe&QD6 Nr. 26333)
SECTION ONE

Initial Provisions

PART ONE

Objective and Scope, Basis and Definitions

Objective and scope
ARTICLE 1- (1) The purpose of this Regulation is to lay down pdures and principles
concerning the internal control, internal audit aist management systems to be established

by banks and the functioning of these systems.

Basis

ARTICLE 2- (1) This Regulation has been prepared on the basigtafies 23(3), 24, 29,
30, 31, 32 and 93 of Banking Law dated Octobe2D®5 and Nr. 5411.

Definitions

ARTICLE 3- (Amended: OG-01/06/2010-27598]1) The following terms and expressions

used in this Regulation are defined as follows:

a) Emergency and contingency plan: Plan which g of business continuity plan and in
which measures to be taken for the managemenskd$ and problems in cases which may
cause a sudden and unplanned deduction, job lasssa in activities and primary acts to be

taken are determined,

! This Regulation has been amended with the “Reignl@n Making Amendments to the Regulation on méSystems of
Banks” published in the Official Gazette dated JuAe2007 and Nr. 26552 and “Regulation on Makimgefvdments to the
Regulation on Internal Systems of Banks” publisimetie Official Gazette dated November 30, 2008 Idnd27070 and
“Regulation on Making Amendments to the Regulatiarninternal Systems of Banks” published in the €¥fi Gazette dated
June 01, 2010 Nr. 27598.
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b) Bank: Banks defined in Article 3 of the Law,

c) Information systems contingency plan: Plan whgch part of business continuity plan and
prepared for providing the continuity of informatiosystem services ensuring the

sustainability of activities in case of a deduction

¢) Primary systems: Whole of the system compridedfmastructure, hardware, software and
data which ensures the execution of banking aes/ias well as recording and using all the
information required for fulfilling all the respoibdities defined in the Law, sub-regulations
relating to the Law and other related legislatimnelectronic media in a confident manner

and ensuring to be accessed when needed,

d) Disaster: Case arising from human, nature cgrdictors in a level that may cause a long-

term deduction in activities or systems,

e) Board member who does not have executive dutgrd member who is not responsible

for a unit having executive activities,

f) Unit operating in executive nature: Unit in whidirectly income-bearing activities are

carried out,

g) Internal systems: Internal audit, internal conémd risk management systems,

g) Secondary systems: Primary system substituteblingathe activities carried out via
primary systems are sustained within acceptabbrunption periods determined in business
continuity plan, in case of interruption in thesgiaties and all information required for
discharging all responsibilities defined for bamkghe Law, sub-regulations concerning the

Law and other related legislation is accessed emmptedly and on-demand,

h) Work impact analysis: Analysis process of workgesses and impacts of an activity

interruption may create on work processes,

1) Business continuity plan: The whole written plan plans which are part of business

continuity management and comprised of policiesndards and procedures for performing
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activities in case of an interruption in accordaneih the priorities of the bank and

complying with the legislation,

i) Business continuity management: Global managémeatess including policies, standards
and procedures for taking efficient measures inecak disaster, crisis or interruption;
ensuring continuity of operations assigned for gebbn or saving on the targeted period of
time thereof the reputation, brand equity, acegtcreating value and benefits of shareholders

and going back to pre-crisis condition, also inalgdhe determination of potential risks,
j) The Law: Banking Law Nr. 5411,

k) Deduction: Interruption of the continuity in adties of a bank or functions of a system by

force majors excluding planned transitions,
[) Credit: any of the transactions included in Aldi48 of the Law,

m) Credit risk: the probability of a loss that thenk may incur from the failure of a credit
customer to comply with the requirements of thetiaat that has been made and to perform

all or part of his obligations in time,
n) The Board: the Banking Regulation and Supermi8ioard,
0) The Agency: the Banking Regulation and Supesaigigency,

0) Liquidity risk: the risk that the bank may fa&d perform its payment obligations in time
because it does not have a sufficient level anditguz cash assets or cash inflows to meet

its cash outflows fully and in time as the restilan imbalance in its cash flow,

p) Operational risk: the operational risk as define Article 3 of the Regulation on the
Measurement and Evaluation of the Capital AdequaicBanks published in the Official
Gazette dated November 01, 2006 Nr. 26333,

r) Market risk: the market risk as defined in Aldi@ of the Regulation on the Measurement

and Evaluation of the Capital Adequacy of Banks,

s) Risk: the probability of reduced economic bena$ the result of a monetary loss or an

expense or loss in relation to an operation owegti
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s) Senior management: the board of directors andetegd management of a bank, and

t) Top-level management shall mean the general garend assistant general managers of a
bank, the managers of the units included withingbepe of the internal systems, and those
managers of the non-advisory units who serve intipos equivalent or superior to the
position of assistant general manager in termsheir tpowers and duties even if they are

employed with other titles.

PART TWO

Establishment of Internal Systems and Responsibil#s of Senior Management

Establishment of the internal systems

ARTICLE 4- (1) For the purpose of monitoring and controllitwg trisks to which they are
exposed, banks must establish and operate adequalteeffective 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 ingg systems shall be established under the
board of directors, within the institutional struit of the bank. The board of directors may
transfer all or part of its duties and respongibsi concerning the internal systems to the
officer in charge of these systems. Several offigercharge of the internal systems may be
appointed on condition that their duties and resjilities are segregated on the basis of the
units included within the scope of the internaltegss. The responsibility for the internal
systems may only be assigned to one of the nondéxecdirectors or to committees
composed of such directors or to the audit commitiie the event that the director in charge
of the internal systems, or a member of the coremiin charge of the internal systems,
resigns or is removed from such office, such timathe latter case, the number of members
falls below two, or ceases to have the requiredlifipgions, a director with the same

qualifications must be appointed in lieu of himhiit fifteen days.
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(3) (Additional Sub-Clause: 0G-24/02/2011-27856)or the application of second
paragraph, the fact that the executives of thesunithin the scope of internal systems is
under the structure of board of directors throughaasistant general manager or equivalent
top rank executive who does not have a hierarcbimection with general manager in the
bank’s organization structure and whose evaluatiomperformance as well as financial and
personal rights are made by board of directoesuoit committee does not bear the result that

these units are not directly under the board efadars.

(4) >(Amended Sub-Clause: OG-24/02/2011-2785Bpgnks shall determine procedures and
principles for the institutional structure and ftioning of their internal systems, also
considering the scope and nature of their actyjt@n condition that such procedures and

principles are not contrary to the provisions ao$ tRegulation.

Responsibilities of the board of directors

ARTICLE 5- (1) The board of directors shall have the ultintatgponsibility for establishing

the internal systems in accordance with the prosed@and principles specified in this
Regulation, operating them in an effective, adeguand suitable manner, securing the
information provided from the accounting and finaheceporting system, and determining the

powers and responsibilities within the bank.

(2) In the framework of the first paragraph abadwe, board of directors of the bank shall have

the power and responsibility:

a) To establish the institutional structure and &ommesources 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 activities;

2 Pursuant to the amendment made to the Regulatiolispad in the Official gazette dated FebruaryZB4,1 Nr. 27856, paragraph 3 is
added so as to follow Article 4(2), current parahra of the same article is changed as paragraph 4.
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c) To determine in writing the strategies and pe#icand the procedures of implementation
concerning the activities of the units includedhwitthe scope of the internal systems and to

ensure that they are implemented and maintainedtefély and coordinated with each other;

¢) To determine the duties, powers and resporgsilof the units included within the scope
of the internal systems and of their managers lgleard without duplication, to approve the
working procedures and principles for the staff Eayped in these units, and to ensure that the

necessary resources are allocated,

d) To give timely consideration to, and take theessary measures for the elimination of,
any mistakes or deficiencies in relation to praagiconcerning the internal systems which are
identified by the Agency or independent auditordomught to the attention of the board of
directors by the audit committee of the bank, tmleate 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;

e) To decide the selection and removal of the mensagf the units included within the scope

of the internal systems;

f) To ensure that the staff employed in the unitsluded within the scope of the internal
systems participate in training programs for thenrdceive certificates in their respective
areas at the national or international level touemstheir professional competence and

development;

g) To have knowledge concerning the risks to wtleh bank is exposed, the methods of

measuring these risks and their management;

&) To determine in writing the risk management pebcand strategies of the bank generally
and for each type of risk, the level of risk it ctake, and the related procedures of
implementation, and to allocate maximum risk linfits the units and their managers or the

staff employed in those units;

h) To approve the policies concerning the takingnitoring, management and reporting of
such risks as would considerably affect the incoamesexpenses of the bank, and changes to

these policies, and to supervise their implemeotati
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1) To ensure that the bank has a process whereblgtiel of equity in relation to the level of

risk assumed by the bank is determined and equatyagement strategies;

i) To ensure that the top-level management subtatst timely and reliable reports

concerning the important risks to which the banéxposed,
j) To monitor the efficiency of the risk managemsystems;

k) To ensure that a system is developed for ingatig customer complaints and giving
answers about their outcome to those concernedtl@tdsuch complaints are regularly

reported to it, including matters to be specified.

Qualifications for membership of the audit committee

ARTICLE 6- (1) The board of directors shall appoint at leasit hon-executive directors
from among itself as members of the bank audit citeento assist the board of directors in

carrying out its audit and supervision activiti€eese 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 pestips subject to consolidation, excluding

those employed in the internal systems or in tharfcial control and accounting units;

3) Not have been partners or employees of thetutistns performing independent audit or
rating or valuation of the bank or its partnerstdgpbject to consolidation or of entities abroad
which are legally affiliated with the said instituts, 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 partnerships subjecbttsolidation, or among persons providing

such services;
b) Not hold a qualified interest in the bank oitgpartnerships subject to consolidation;

c) Not be spouses, or relatives by blood or maeriaf up to (and including) the second

degree, of the controlling partner, the executiveadors or the general manager;
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¢) Not have served on the audit committee of thmeshank for a period in excess of nine

years with or without interruption;

d) Not receive any remuneration or similar incomeer any name whatsoever from the bank
or its partnerships subject to consolidation, basedits or their profitability, except for
payments made to all personnel out of profit utberarticles of association or a resolution of

the general assembly;

e) Have received education at the undergraduaé& ésva minimum and possess a minimum

of ten years experience in banking or finance; and

f) (Amended: OG-24/02/2011-27856Not having duty in another commercial institution

other than the below-mentioned o?)es

0) (Additional: OG-24/02/2011-27856)Not having duty in another commercial institution

other than the below-mentioned ones;

1) Partnerships subject to consolidated audit owition to be limited with the duty of board

membership,

2) Domestic or abroad legal entity partnershipsrwadirect or indirect shares in the bank,

3) Domestic or abroad credit institutions and fitiah institutions which are directly or
indirectly jointly or alone controlled by natura¢gson partners of bank or the partners stated
in sub-paragraph (2) or in which they are partitiga with unlimited responsibility,
(Additional phrase: OG-14/06/2007-26552F5ubparagraph (2) of this paragragbes not
necessarily mean that audit committee member cammassigned to internal systems and

financial control and accounting units at the sdime.

(2)* (Amended: OG-24/02/2011-27856)he qualifications required for the selection of

members of the audit committee shall also be requiluring their term of office. At least one

3 (Before amendment)f) His/her spouse and children must not be genmiaiager, assistant general manager or executiegiivalent
positions in bank or partnerships subject to coitdion and has the qualifications and conditioesuired in paragraph 1(a)and (b)
excluding sub-paragraph (1).

“ (Before amendment)(2) The qualifications searched for in the selattid audit committee members are searched for dutie term of
this duty of these members. At least one of thi eochmittee members to be assigned shall havendertgraduate degree in at least one
of branches such as law, economy, finance, bankimginess administration, public administration awglivalent branches; if he/she has
an under-graduate degree in engineering, he/shé Bhae a graduate degree in the mentioned branches
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of the members of the audit committee must haveived education in law, economics,

finance, banking, business management, public astration or an equivalent subject at the
undergraduate level as a minimum or, if they haaeeived education in an engineering
branch at the undergraduate level, they must ase heceived education in one of the above-
mentioned subjects at the graduate level and at @@ of the members of the committee

must be residing in the country.

(3) In the case of a bank operating in Turkey dsamch office, one of the members of the
board of managers who are not in charge of anyemgaged in executive activity shall be
appointed to serve on the audit committee. This benshall be required to possess the
gualifications specified in sub- paragraphs (3) @)df (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 positiommainager 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, ratimgaluation 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 amtrg persons providing such services,

including for the last two years before the datemfointment.

(4) In the event that the number of members ofaidit committee falls below two for any
reason, the board of directors must, within fiftesdays, 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 awatitroittee on a temporary basis. For such
appointment, it shall be required that the diredtorguestion should be a non-executive
director as from the date of appointment. The baardirectors 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
temporary basis, including the making of a call &or extraordinary meeting of the general

assembly to elect a new director.
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Powers and responsibilities of audit committee mendrs

ARTICLE 7- (1) The audit committee shall have the duty ang@aasibility, on behalf of the
board of directors, to supervise the efficiency addquacy of the bank’s internal systems, the
functioning of these systems and of the accourdimg) reporting systems in accordance with
the Law and applicable regulations, and the integr the information that is generated, to
carry out the necessary preliminary assessmenttHer selection of independent audit
institutions and rating, valuation and support Eenmstitutions by the board of directors, to
monitor regularly the activities of the institut®selected by the board of directors and with
which contracts have been signed, and to ensutethlainternal audit activities of the
partnerships subject to consolidation in accordavitte regulations introduced under the Law

are maintained and coordinated in the consolidtsiion.
(2) Under the first paragraph above, the auditrodgtee shall have the duty and power:

a) To supervise compliance with the provisions bkeo®ncerning internal control and with
the internal policies and implementation procedagsroved by the board of directors and to
make proposals to the board of directors in refatio measures which it is considered

necessary to take;

b) To supervise whether the internal audit unjpesforming its obligations as determined in

this Regulation and in the internal policies;

c) To establish the channels of communication Wiitenable the units included within the

scope of the internal systems to reach the audinutiee directly;

¢) To supervise whether the internal audit systemers the existing and planned activities of
the bank and the risks arising from these actwitgend to examine internal regulations
concerning internal control that will enter intorée upon their approval by the board of

directors;

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

directors;
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e) To receive the opinions and proposals of thddepl management concerning the internal

systems and to evaluate such opinions and proposals

f) To ensure the establishment of the channels ashnounication for the reporting of
irregularities within the bank directly to the audommittee or to the internal audit unit or

inspectors;

g) To monitor whether the inspectors are performthgir duties independently and

impartially;
&) To examine internal audit plans;

h) To make proposals to the board of directors eoring the qualifications required for

personnel to be employed in the units includediwithe scope of the internal systems;

1) To monitor the measures taken by the top-levehagement and subordinated units in

relation to matters identified in internal audipoets;

i) To evaluate the levels of professional trainemngd the competence of the managers and

personnel employed in the units included withingbepe of the internal systems;

j) To evaluate the availability of the necessarythuods, tools and implementation procedures

for identifying, measuring, monitoring and contiadj the risks carried by the bank;

k) To have discussions with the inspectors and wite independent auditors of the
independent audit institution conducting the indefnt audit of the bank, at regular intervals

and at least four times a year, under programsagaddas to be determined;

I) To inform the board of directors about the opitg and evaluations of the relevant top-level
management, of the internal control and internditguersonnel and of the independent audit
institution concerning practices needed for perfogrhe activities included within its duties

and responsibilities as is due, ensuring the efficy of these activities and developing them;

m) To review the evaluations of the independenitanstitution in respect of the conformity
of the bank’s accounting practices with the Law anider applicable legislation and to
receive explanations from the relevant top-levelnagement in relation to irregularities

which have been identified;
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n) Together with the top-level management and titependent auditors, to evaluate the
results of independent audit, the annual and qdwrfenancial statements and related
documents, and the independent audit report, anedolve other issues over which the

independent auditor hesitates;

0) To evaluate the independence of the ratingtingins, the independent audit institutions,
including those which carry out audits of infornaatisystems, and the valuation institutions
with which the bank will sign contracts, and ofithgresidents, directors, auditors, managers
and employees, in their activities related with bamk, and the sufficiency of the resources
that are allocated, to submit its evaluations m fiorm of a report to the board of directors,
and, where services are actually procured, to tepeae actions regularly during the term of

the contract for up to three months;

0) To make a risk evaluation concerning the suppentice that will be received by the bank,
to submit its evaluations in the form of a repartthe board of directors and, where the
service is actually procured, to repeat these astiegularly 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;

p) To supervise whether the financial reports @& Hank accurately and fully include the
necessary information and whether they are preparedcordance with the Law and other

applicable legislation, and to get any errors kgularities identified to be corrected,;

r) To have discussions with the independent awlitoncerning whether the financial reports
accurately reflect the financial condition of thank, the results of activities and the cash
flows of the bank and whether they have been pesbiaraccordance with the procedures and

principles specified in the Law and other appliedBhislation;

s) To report its activities carried out in a giyegriod, on condition that such period does not
exceed six months, and the results of these desvib the board of directors, including in
such report its opinions regarding measures thed t@ be taken in the bank, practices which
are considered necessary, and any other mattech wtrdonsiders important for the activities

of the bank to be carried on safely; and

s) To monitor whether or not those who are autharize extend loan themselves or their

spouses or minor children, or other natural or llggarsons that constitute a risk group
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together with them, are involved in the stageswafiwation and decision-making related to
any credit transactions to which they are partyd a@o 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 warehconsidered necessary for performing
the activities as is due within the scope of ttatities and responsibilities, ensuring the

efficiency of these activities and developing them;

b) To coordinate the bank personnel employed iruttits for which they are responsible, to
make a division of tasks among such personnelew af their competencies, and to monitor

whether they effectively perform their duties aedponsibilities;

c) To analyze deficiencies or errors arising in tings for which they are responsible and to

report these or the measures considered necessig televant internal systems officer;
¢) To use initiative according to their authoripatwhere unexpected circumstances arise;

d) To make timely and reliable reporting to the rooaf directors about important risks to

which the bank is exposed; and
e) To perform other tasks assigned by the boadire€tors.

(2) The top-level managers of the units includethiwithe scope of the internal systems shall
also have the duty and responsibility to implentbetstrategies and policies approved by the
board of directors of the bank under the Articl8) in relation to their respective units and

to perform other tasks assigned by the relevaatrial systems officer.
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SECTION TWO

The Internal Control System

PART ONE

Purpose and Scope of the Internal Control System

Purpose and scope of the internal control system

ARTICLE 9- (1) The purpose of the internal control systenoienisure that the assets of the
bank are protected, that its activities are coretlicefficiently and effectively and in
accordance with the Law and other applicable lagah, 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 isntaigned, and that information is available

in a timely manner.
(2) To achieve the intended purpose of the intecoatrol system:

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

b) The accounting and financial reporting systehne, information system and the internal

communication channels must be established suthhénaoperate effectively;

c) (Amended: OG-01/06/2010-27598\ business continuity plan and other related plans

must be prepared;
¢) Internal control activities must be formed; and

d) Work flow charts must be formed showing the wst#ps 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 office units, itsneships subject to consolidation, and all its

activities.
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Functional division of tasks

ARTICLE 10- (1) The powers and responsibilities of all units, pared and committees
within the bank shall be determined clearly andviiting, with a division of tasks in relation
to the activities on the same subject, in ordeprevent mistakes, fraud, conflicts of interest,
manipulation of information and misuse of resoureéghe bank. Activities from which
conflicts of interest may arise shall be identifaael minimized and the functions of deciding
to carry out a transaction that creates a riskp@tting the transaction and managing the risk
that arises from the transaction shall be entrustede responsibility of different members of

personnel.

Establishment of information systems

ARTICLE 11- (1) The structure of the information systems taebtblished within the bank
must be commensurate with the scale of the bankwatidthe nature and complexity of the

products that are offered.
(2) The information systems to be established &ralble as a minimum:

a) (Amended: OG-November 30, 2008-Nr. 27079)All the information on the bank to be
kept and backed up and used so as to enable abcesgh internet domestically, safely and

when necessalty

b) Risks to be measured using risk measurementatetbr models and to be reported in a

timely and effective manner;

c) Data aggregation to be made on the basis of uptedoffered, types of activity,

geographical areas, or risk groups;
¢) Deviations from the annual budget and targetwetalentified,;

d) Warning information to be generated in the evantoming close to pre-determined risk

limits;

® Amendment made to this sub-paragraph entersante fas of April 1, 2009Before the amendment)) All information concerning the
bank to be stored and used safely in the electnordium;

® Enforcement of the amendment made to the mentisakebaragraph of this Regulation published inQfficial Gazette dated June 01,
2010 Nr. 27598 has been postponed until May 012 20 is as follows:

“a) All the information to carry out banking acttiés and fulfill all the responsibility defined fbanks in the Law, in sub-regulations
relating to the Law and in other related legislatito bekept and used so as to enable access safely aminvelgessary in electronic
environment.”
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e) Timely reporting of identified maximum risk ldgéeing exceeded and of exceptions;

f) Allocation of the capital requirement concernsegyvices offered and activities according to

the risk-taking level,
g) Stress tests and scenario analyses to be madie; a

8) (Amended: OG-24/02/2011-27856)Accounting records, to be kept by composing
directly in operation basis without taking as refeze another accounting system meantime
and on primary systems required to be establishelde country pursuant to the paragraph 4

according to Uniform Chart of account Plan and &yrRccounting Standards.

(3) The reliability of the information systems mumt ensured and they must be regularly

updated and necessary changes made.

(4) (Amended: OG-01/06/2010-27598Banks are obliged to have their primary and

secondary systems domestically.

(5) The Board shall be authorized to determineeleenents of the information systems of

banks and the minimum procedures and principlegeélto their control.

(6) (Additional: OG-01/06/2010-27598Whether or not considered to get support services
within the scope of primary and secondary systgrassonnel shall be employed domestically

in adequate qualification and number to obtain icoatity for the mentioned systems.

(7) (Additional: OG-24/02/2011-27856)In respect of implementing the paragraplg)2(
provided to reserve legislation provisions relatingequired books and all other conditions
required in this sub paragraph , the banks caawmaheir transactions by consolidating in
respect of being subject to deduction such as saction type in minimum level, finance
subject, guarantee type, risk level, party typaendeesident, launch date, maturity, value
date, legal deductions being subject to, implemgntihe same interest rate, the same
wage/commission. In such cases, it is obligatonkeep transactions in each cumulative
accounting record, in information system in marieegnable accounting in transaction basis
when wanted and in manner to make examination hegetvith each detail including

transaction based accounting detail.

” (Before Amendment) Accounting records to be kept pursuant to unifohrartof accounts (Date of entry into force for befamendment:
September 15, 2007)
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Establishment of the communication structure and canmunication 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 thatntanagers of lower units and the
operational personnel are fully informed of the Wanobjectives, strategies, policies,
implementation procedures and expectations. Infoomao be directed towards personnel
shall include data concerning the policies rela®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 shaletensured that information held by a unit
within the bank or a unit within an entity conteall by the bank is shared with other units in

need of that information.

(3) Suitable communication channels must be estaadi and maintained to ensure that
problems encountered by bank personnel are reptotdte 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 practicesramorted 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 thattdmemunication channels to be established

do not constitute a breach of the confidentialityigation under the Article 73(3) of the Law.

Business continuity management and plan
ARTICLE 13 — (Amended article together with its title: OG-01/06/2010-27598)

(1) Banks must establish a business continuity m@ment structure approved by the board
of directors in order to ensure the sustainabdityctivities in case of a deduction or to save

them on time to minimize operational, financiagdéand fiduciary negative effects.

(2) Within the scope of business continuity managetmnrequired processes are implemented

and necessary measures are taken in order td faéfirequirements of business continuity.
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(3) Studies on business impact analysis are mdaléngeto business continuity planning and
recover strategies are determined. Within the siglitthese studies, a business continuity plan

is formed and this plan is approved by the boardirefctors.

(4) Within the scope of business impact analysisernal and external dependencies are
determined by the participation of related persbaned operations are classified according to
their importance level in order to determine thdivitg level required in a probable

deduction. Probable risks which may occur on a@iwidepending on different deduction

scenarios and their potential affects are evaluated

(5) A rescue strategy taking work impact analysisagbasis and revealing rescue priorities
and targets is developed. Details concerning thplementation of rescue strategy are

mentioned in business continuity plan.

(6) It is fundamental that business continuity pismn conformity with targets and priorities
of the bank thereto current and sufficient. In hign which risks are defined loud and clear
take place the subjects of defining duties and aesipilities so as to manage activity
interruptions, sustaining authority and decisiorkim@ structure according to the plan in case
the personnel in charge cannot be reached and ichwdircumstances the plan shall be
implemented. The personnel is informed on the lssrcontinuity plan within the scope of

their relation and trained on duties and respolits#s.

(7) An emergency and unexpected situation plamiméd as a part of business continuity
plan so as to determine actions to be carried ditnaeasures to be taken initially in case of
an emergency or unexpected situation. If the sanagncountered cannot be resolved within

the scope of this plan, other sections of businessinuity plan is put into use.

(8) Within the scope of emergency and unexpectiétsdbn plan, necessary measures are
taken to overcome problems or crisis that may aaseanagement and working environment
is created, so as to be used when necessary,réhabaexposed to the same risks in which
the environment the main services are given. Irethergency and unexpected situation plan:
a) In the presence of possible emergency and un®gesituations, an order of priority,

transfer of authority, regulations concerning tlegspnnel required by the situation, contact
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arrangements between the management and persamelllaas order and methods shall be

determined clearly for each bank operation.

b) For a possible emergency and unexpected situagigarding the payment and agreement
systems, a possible communication organization fleaéstablished between the authorities
of the Central Bank of the Republic of Turkey, thersons responsible for the interbank
payments, agreements and settlement systems ar&bérey; as well as a communication

channel or network open to public for the publid éme customers.

c) A communication strategy shall be determinedviiich communication methods to be

used to ensure that customers and media organsaeweurate and timely news are defined.

¢) The usage of multi-communication methods shellgnaranteed by using private lines
between general directorate and branches, bubalseeen information processing center and

branches.

d) All sources that the bank may need to maintainking activities shall be considered, the
measures concerning the preservation of the assetsthe procedures concerning the

evaluation of damaged assets shall be determined.

e) Maximum importance shall be attached to ther#gocnf customers and personnel.

(9) Work continuity plan and other plans within theope of this plan, are transmitted to all
units concerned in printed manner with a contenérd@ned within the scope of duty and

responsibilities of them. It is provided that thergonnel have information on alternative
communication channels, on responsibility that tasgume within the scope of this plan and
the plan. An authorized unit is determined for ¢bherdination of the respects determined in

the plan.

(10) The continuity of information systems is hawin information systems continuity plan
approved by the board of management prepared witleirscope of work continuity plan and
in state of emergency and unexpected plan. As plathin the scope of work continuity plan

can be prepared separately, they can be a parlaha
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(11) A system to review plans within the scope afrkvcontinuity plan is composed. The
plans are updated following a review after chanted shall affect information systems.
These plans are tested at least once in a yeaniaral management and in model branches
and in other units by taking into account of prdbaghort-term or long term deductions in
processes processing automatically or manuallpp&t service institutions, if exists, that
shall play role in alarming of information techngjo systems supporting critical work
processes, are also included to the tests. Theltyeell tests are reported to senior
management following an appropriate evaluation amdused in case of a need in updating

the plan.

Internal 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 dhily activities of the bank. The written

policies and implementation procedures concernigrmnal control shall be developed so as
to be executed first by the personnel carryingtbatactivity 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.
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PART TWO

Controls in the Scope of Internal Control Activities

Control of actions to execute activities

ARTICLE 15- (1) Actions concerning the execution of the adtgtof banks constitute the
operational activities. The aim of the controlsatetl to operational activities is to ensure the

efficiency and effectiveness of operations.
(2) Banks must implement the following control &ities in relation to operational activities.

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

senior management.

b) Physical controls: Setting rules and limitati@msaccess to, and utilization and keeping of,
tangible assets, including financial assets sucbagh and securities owned by the bank or
held in custody in the name of clients or othetipar and making inventories of all tangible

assets at regular intervals;

c) Approval and authorization: Establishing bilateand cross verification and signature

procedures, and obtaining approval or authorizetoransactions above certain limits.

¢) Interrogation and reconciliation: Interrogatithg accuracy of transaction details, activities,
and outputs related to risk management models, admp the accounts, and carrying out

reconciliations at regular intervals.

d) Checks of compliance with limits and monitorin§ violations and non-conformities:

Checking compliance with general and special iirslit$ and monitoring violations of limits.

Control of communication channels and information gstems

ARTICLE 16 - (1) The communication channels and informaticsteays of the bank shall be
controlled to ensure that information obtained mittne bank is reliable, complete, traceable,
consistent, in a suitable format and character &etnthe requirement, and accessible by

relevant units and personnel in a timely manner.
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(2) The controls related to the communication cledsirshall consist of control activities

regarding:

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

b) Whether the personnel are regularly informedhef bank, their respective units and their

performance;

c) Whether the personnel are informed of changélsed.aw and other applicable legislation

and of new products or activities; and

¢) The frequency at which the relevant personngbmeproblems encountered and matters
over which they hesitate in comparison with usuatpices to the management levels in their

own units and to the internal control unit.

(3) The controls related to the information systeshall consist of the overall information
system controls and the implementation controlse ®kerall information system controls
shall include controls of the activities relatedtiie information system and its management
and of the processes related to these activities.implementation controls shall include the
internal controls that must be used in all workgasses such defining, generating and using
the financial data included within the informatiegstems and used to conduct or support
banking activities, ensuring the integrity andabillity of these data, and authorizing access
to them. Data creation/authorization controls, ingantrols, data processing controls, output
controls and limit controls shall be performed agnamimum within the scope of the
implementation controls. The Board shall be autteatito specify procedures and principles
concerning the scope of minimum controls to be etast in the framework of the overall

information system controls and the implementationtrols.

Control of the financial reporting system

ARTICLE 17- (1) The control of the financial reporting systaims to ensure the integrity
and reliability of the accounting and reportingteyss. The controls to be performed in this
context shall include as a minimum:
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a) Special control of the information included inancial reports and control of the actions
providing the basis for the information that is totled, having considered the information
which, if not included in financial statements arcorrectly expressed therein, may
considerably affect economic decisions made bysuserthe basis of the information in the

financial statements;

b) Control to identify possible errors and omissialuring the process between the recording

of transactions, assets and liabilities and theflection in financial reports; and

c) Control to establish whether financial reporévdr been prepared in accordance with the

Law and regulations introduced under the Law.

Compliance controls

ARTICLE 18- (1) Compliance controls are intended to ensure thaadaiVities which the
bank carries out or plans to carry out, and newstiations and products, are in compliance
with the Law and other applicable legislation, wttie internal policies and rules of the bank,
and with banking practices. It shall be ensured i@k personnel are promptly informed of
any changes to the Law and other applicable ldgslar to the internal policies and rules of
the bank.

(2) Uninterrupted compliance control shall be parfed by the internal control unit or by a
unit to be assigned the duty of compliance contttiach shall operate under the same internal
systems officer as the internal control unit andciishall be organized independently of the

other activities of the bank.

(3) Before authorization is sought from the board darectors for new products and
transactions or activities planned to be carrie] ao opinion shall be received from the unit

assigned under the second paragraph above.

(4) In overseas branches of the bank and in itsaieeships subject to consolidation, at least
one member of personnel each shall be assigneohtoot compliance under the regulations
abroad and to make reporting to the unit assighedduty of compliance control under the

second paragraph above.
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PART THREE

The Internal Control Unit and Internal Control Pers onnel

The internal control unit

ARTICLE 19- (1) The internal control system, the internal colnactivities, and how they
are to be executed, shall be designed by the miteontrol unit together with the top-level
managers of the other relevant units, having cemsil the characteristics of all activities

carried out by the bank.

(2) The internal control unit shall be staffed witime manager and with professionally
gualified 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 tperarurkey through branch offices, the

internal control unit shall be created in the calrbranch office.

(3) Whether the internal control activities arerigat out, whether the rules and limitations are
complied with and whether the targets have beeoheshshall be checked at the various
management levels specified and at the relevaritaa®teps and points and shall be reported
by the internal control personnel to the internahteol unit through normal means or

urgently, also considering the nature of the figdin

(4) The procedures and principles concerning tretridution of internal control activities

between the personnel carrying out the operatiawstilvities of the bank and the internal

control personnel, the number of internal contretspnnel to be allocated for each internal
control activity, and the control mechanisms andhmés to be used, shall be determined
jointly by the manager of the internal control usitd the high-level management concerned.
The coordination and cooperation of the internaltem personnel with the other personnel
conducting the activities of the bank in the logatiwhere the internal control personnel

perform their duties shall be ensured by the irgtlecontrol unit.

(5) Control results reported to the internal cointmat shall be kept in this unit. Such reports
shall be separated as between those made by thegtiopal personnel and those made by the
internal control personnel and shall be furthessiféed according to their nature. The reports
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so grouped shall be evaluated by the manager ointeenal control unit and the relevant
high-level management, and the necessary meashadisbe taken to improve the internal

control system or to conduct the internal contativaties without any disruption.

(6) In periods of up to three months each, the taadmmittee shall be provided with

information concerning actions under the fifth gmegh above.

(7) The manager of the internal control unit mwstéha minimum of seven years experience
in banking. The manager of the internal controk ghiall assess whether the internal control
personnel have the qualifications that are requisetheir duties, powers and responsibilities,
shall prepare training programs to improve theaf@ssional knowledge, skills and abilities,

and shall monitor whether they are performing theities impartially without being

influenced by the executive units.

(8) (Additional Paragraph: OG-24/02/2011-27856)n banks in which internal control unit
activities are possible to be conducted by a ilecontrol personnel, internal control unit
activities are executed by the said personnel, ngavalso duty, authorization and

responsibilities of internal control unit adminétor.

Duties and powers of internal control personnel

ARTICLE 20- (1) The internal control personnel attached to thermatiecontrol unit shall
conduct their duties in the units or branches wlhiaeeoperational activities are executed and
in the head office. Banks may keep permanent iaterantrol personnel in certain branches,
considering the share of the branch activitieshm total business volume of the bank, the
operational risks carried by those branches, tingract within the total risk profile of the
bank, their numbers of personnel, and the poss#isilof controlling their daily activities from
the centre. The posts of the internal control pemsbshall be changed at intervals considered
appropriate by the manager of the internal conirot. The internal control personnel shall

not engage in any activity other than internal cardctivities.

(2) The internal control personnel shall requestrimation based on reports from the units
concerned in order to monitor, review and contnel teliable performance of all activities of
the bank, shall implement controls or reviews basedyeneral or special observations and

monitoring through various control documents armlgoshall put their findings in the form
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of reports, and shall prepare warning messages@mndunicate them to the units concerned.
The internal control personnel shall be providedhwhe authority to demand additional
explanations from bank personnel concerning mateengch they monitor, review and

control, and to seek their opinions.

(3) The internal control unit regulations, prepak®dthe internal control unit, considered
appropriate by the relevant internal systems affiaed approved and adopted by the board of
directors, shall include provisions concerning tiequired educational status, experience,

levels of knowledge and skill, and other qualifioas of internal control personnel.

SECTION THREE

The Internal Audit System

PART ONE

Purpose, Scope and Organization of Internal Auditand Professional Diligence

Purpose and scope of the internal audit system

ARTICLE 21- (1) The purpose of the internal audit system igite the senior management
assurance that the activities of the bank are atedun accordance with the Law and other
applicable legislation and with the internal stgis, policies, principles and targets of the

bank and that the internal control and risk managgraystems 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, includintipe units of the domestic and overseas
branches and the head office, shall be examinedadided 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 relialafitpformation and reports communicated
to the Agency and to the senior management shalhdsessed, through internal audit

activities.

(3) In periodic and risk-based audits:
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a) The adequacy and effectiveness of the intematral and risk management systems shall
be assessed;

b) (Amended paragraph: OG-24/02/2011-2785%)The information systems shall be
reviewed, including the electronic information st and electronic banking services and
under the procedures and principles set forth icti@e Five titled as “Principles for
Information Systems and Banking Processes Auditthef Regulation on Bank Information
Systems and Banking Processes Audit to be perfortmedExternal Audit Institutions
published in the Official Gazette dated January203,0 Nr. 27461.

¢) The accuracy and reliability of accounting relsoand financial reports shall be examined.

¢) The conformity of operational activities withetiprocedures specified, and the functioning

of the related internal control implementation @dares, shall be tested.

d) The conformity of operations with the Law antheat applicable legislation and with the
internal strategies, policies, implementation pdures and other internal regulations of the
bank shall be audited.

e) The accuracy and reliability of reports madettie 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 in #mk, bthe following points shall be

audited in relation to such models:

a) Whether the results obtained through the riskasmeement models and methods are

incorporated in daily risk management;
b) The pricing models and valuation systems usetthéyank;
c) The risks covered by the risk measurement madadd by the bank;

¢) The accuracy and suitability of the data andumgdions used in the risk measurement

models;

8 (Before amendment) b)Information systems are reviewed including efsitr information system and electronic banking sewand
within the scope of procedures and principles dateed in Section Four of Regulation on Informat8ystems Audit to be Performed by
External Audit Institutions in Banks publishedhe Official Gazette dated May 16, 2006 Nr. 261#8dias “Information Systems Audit”.
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d) The reliability, integrity and timely availahii of the source of the data used in the risk

measurement models; and
e) The accuracy of the retrospective tests usethérisk measurement models.

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

The internal audit unit

ARTICLE 22- (1) The function of internal audit in banks shadl frerformed by the internal

audit unit, where inspectors and internal auditf sfaall be employed in a sufficient number
depending on the size of the bank and on the coatpléntensity, scope and risk level of its
activities, with the aim of performing the auditngees foreseen in the Law and other
applicable legislation and in the internal reguias of the bank regularly and at the level

required for these services.

(2) The manager of the internal audit unit mustehavminimum of seven years experience in
banking. The manager of the internal audit unitlst@nduct the internal audit activities in
accordance with the policies and implementatiorc@dores 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 favorable opinion of the audit comreiteand put them into practice upon their

approval by the board of directors;

b) Supervise the internal audit activities and rtwmnand guide the audit policies, programs,

processes and practices;

c) Assess whether the inspectors have the quaidica required by their powers and
responsibilities, prepare training programs to iowprtheir professional knowledge, skills and
abilities, and monitor whether they are performihgir duties independently and impartially

with the necessary professional diligence and atten
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(4) In banks where it is possible to conduct thditaactivities with one inspector, the audit
activities shall be executed by that inspector, whall also have the duties, powers and

responsibilities of the internal audit unit manager

(5) Other than periodic and risk-based audits, igp@tidits shall also be performed by the
internal audit unit upon request by the board akedbrs or the audit committee, in

accordance with the purpose of internal audit.

Qualifications and powers of inspectors

ARTICLE 23- (1) The inspectors shall perform their duties a@sbonsibilities impartially

and independently. To this end, they shall not beoantable to anyone in the bank
management other than the manager of the inteudit anit, the relevant internal systems
officer and the board of directors and, in the @enfance of their duties, they shall be free
from any conflicts of interest due to reasons sashpersonal or family relations or the

position within the bank.

(2) Where any circumstances exist which are prejaddito 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 withdfieom the duty. Inspectors may not take
part in the audit of any transactions for whichytinere responsible due to positions held by

them in the past.

(3) The board of directors shall ensure that trepectors are properly authorized to use
initiative in all units and units of the bank, tbtain information from any personnel of the
bank, and to have access to all records, filesdatal of the bank, so that they may effectively

perform their duties and responsibilities.

(4) The internal audit regulations, prepared byititernal audit unit, considered appropriate
by the relevant internal systems officer, and apgdoand adopted by the board of directors,
shall include provisions concerning the requiredoadional status, experience, knowledge
and skills of inspectors. Those inspectors wha@eudit the information technologies of the
bank must have minimum knowledge and skills indahea of information technologies and

audit techniques based on information technologiegproven by their fields of study or by
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training certificates they have received. This regaent shall also apply to the inspector

employed in a bank under the fourth paragraph atlker22 above.

Professional diligence in internal audit

ARTICLE 24- (1) Inspectors must perform their duties with profesalodiligence 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 regoliasi and implementation procedures, their

relevance to the area to be audited, and the eatené work they require;

c) The effectiveness and adequacy of the risk nme&magt and internal control systems

concerning the activities subject to audit;

¢) The probability of material errors, irregulaggi or deliberate non-conformities in the

activities and transactions subject to audit;
d) The computer-supported audit techniques andatwtlysis techniques that may be used;
e) The risks that may arise from the activity angaction subject to audit; and

f) Where a consultancy service is provided, thedeesnd expectations of the persons who
will benefit from it, including the period of timeithin which to complete the work required
by the service and its reporting, and the scopecamaplexity of the work required by that

service.

PART TWO

Internal Audit Activities and Working Principles

Internal audit activities
ARTICLE 25- (1) The periodic and risk-based internal auditvétitis of banks shall consist
of preparing the internal audit plan, putting itoireffect, executing it through work programs,

reporting the results to the management of thenateaudit unit, to the management of the
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unit concerned, to the relevant internal systenteif to the audit committee and, through the
audit committee, to the board of directors, and iooing the measures taken by the

management bodies of the units concerned in timeefnaork of the audit reports.

Risk-based audit

ARTICLE 26- (1) An effective internal audit system is implemahbn the basis of the risk

evaluations of the internal audit unit. Internaldéuisk 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 frequen 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, servicegw&t, and tasks, shall be defined;

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

¢) The important business units and products aadelated activity and control risks shall be
identified and the documents concerning the stracti the risk management and internal

control systems shall be determined; and

¢) Risk measurement and rating systems shall be tesevaluate the activity and control
risks related to the important business units amiycts and to identify their degrees of

importance.

(3) The evaluation of the activity and control gglelated to the important business units and
products and the identification of their degreesngportance shall be carried out with the
help of the matrix in Annex 1, so as to cover aach consolidated organization. In the risk
evaluation to be made by the internal audit uhi¢, tisk compositions carried by the bank
must be monitored and evaluated as a minimum ingeaf the areas indicated in the matrix

in Annex 1.

(4) The risk evaluations concerning the units ametfions shall be made jointly with the unit

managers. The opinions of the internal control asd management units shall also be
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received during the risk evaluations. The finalisien concerning the risk evaluations shall

be the responsibility of the internal audit unit.

(5 The risk evaluations shall be regularly revidwévents 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 awdi which shall in turn review the risk

evaluations in the light of such changes.

(6) The manager of the internal audit unit shalireine the risk evaluations and any changes

and verify their conformity.

The internal audit plan

ARTICLE 27- (1) The internal audit plan shall be formed on the dasithe risk evaluations
made under Article 26. The opinion of the high-lew&nagement concerning the plan shall
also be received. After being found appropriateth® relevant internal systems officer, the

plan shall be put into effect upon its approvattwy board of directors.

(2) The internal audit unit shall, when necessapgate the audit plan in accordance with the
established policies, and the updated plan shadiubenitted to the relevant internal systems
officer. Important changes and updates to the gulialit shall be put into effect after receiving
the favorable opinion of the relevant internal eyss officer and upon their approval by the
board of directors. The updated plan shall includermation concerning the audit activities
performed until the date of updating, the amountiroé allocated for them, and the reasons

for the important changes that have been made.

(3) The internal audit plan shall be prepared atsusidering any special investigations to be
carried out and any consultancy services and trgito be received during the period. The

internal audit plan shall include:

a) The areas to be audited during the period, dicithe order of importance and priority

which results from the risk-based evaluations;

b) The purpose of the audit;
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c) Summary risk evaluations concerning each aregctvity to be audited and the relevant

provisions of the Law and other applicable legislat
¢) The time and the audit period in which the ptthaudit work is to be carried out; and

d) The resources needed for the audit activitiesl @#e possible effects of any resource

constraints.

The audit period
ARTICLE 28- (1) The audit period means the frequency of audilsder ordinary

conditions, the audit period shall be determinedh®yactivities and areas to be audited, the
inspectors, and the time in which the audit magdied out. Areas considered being riskier

following risk evaluations shall be audited moreguently than others.

Work programs

ARTICLE 29- (1) For each audit task given in the scope of tditaareas identified in the
internal audit plan, a work plan shall be preparedering all transactions in the audit area of
the bank, the audit techniques to be used, theefdwes to be followed in obtaining
information, the practices concerning documentateord the presentation of the results and
the audit report. The work program shall includedetail the objective of the audit and the

activities to be carried out to achieve this ohyject

(2) The audit procedures used shall be documemteate form of work sheets. The work
sheets must be so drawn up as to show whetheuthietask has been completed as foreseen
in the work program and the manner in which th& tess been executed, and must be signed

by the relevant inspector together with his/her @and surname.

(3) Under ordinary conditions, the work program Isireclude the practices related to the

following points as a minimum:
a) Non-scheduled audits to be performed if deeneegssary;

b) Checking of the records to be audited;
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c) Examination and evaluation of the internal coinfystems, policies and implementation

procedures;

¢) Risk evaluations;

d) Reviewing the relevant article of the Law oresthpplicable laws, regulations and rules;
e) Use of sampling methods and techniques; and

f) Confirmation of selected transactions and acttatances through the following practices

as a minimum:

1) Examining the consistency of auxiliary accougeneral ledger entries and control records

with each other;
2) Examining the documents on which records aredias
3) Directly inspecting exceptional practices, aniiadble monitoring activities; and

4) Physical audits.

Sampling methods and techniques

ARTICLE 30- (1) In audits, sampling methods and techniquesl $lealised to select and
verify account balances and transactions of thevagit period and to test the internal control
practices related to them. Work program shall ideluest targets, the actions to be
implemented to reach these targets, and the nundfetsansactions and accounts to be

examined.

(2) The sampling method and technique to be usatl s& determined in the light of such
points as the characteristics of the group that shenple represents, the numbers of
transactions and accounts that it includes, thecg¥eness of the internal controls related to
the group in question, and the cost constrairghdil be preferable to use statistical methods
in cases such as where the characteristics ofrtwdhat the selected sample represents are
similar to those of the sample or where the grawgtudes a large number of transactions or
items, and to use non-statistical methods in athses or where statistical methods would be

costly.
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(3) In the selection and implementation of samplingthods and techniques, the inspectors

must include in their work sheets the followingrgsi

a) The formation of the sampling target;

b) The size of the group that is sampled and igsaidteristics that are studied,;
¢) The determination of the sample size; and

¢) The selection of the sampling methodology.

Internal audit reports

ARTICLE 31- (1) The internal audit reports shall be so issusdcaprovide the senior
management with information about the conformityacgiven unit or activity with the Law
and other applicable legislation and the intermdicpes 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 sheetde 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 prepareacecordance with the requirements of internal

audit and the audited area. They shall include:
a) A summary of the identified problems and theotasions;
b) The scope and objectives of the audit;

c) Detailed audit results (the degree of importaaceorded to the subject of audit in the

framework of identified points, and its detailedsens);
¢) Proposals, if any, and their benefits; and

d) Other information that may be needed by theoseananagement.
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(3) After the audit is completed, the inspectorallsmeet with the relevant unit manager to
discuss the draft audit report, to ensure that iangrrect information is corrected, and to
receive the comments of the relevant unit managementhe determinations and the
measures to be taken. After this meeting, the fiueaion 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 shall lemst 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 oédiors within ten working days at the

latest. The report in question shall include asramum the following points:

a) The completed, continuing, postponed and casdedudit activities and their level of

conformity with the annual audit plan;
b) Any training received by the inspectors during teporting period,;

c) Important accounting problems and any ambigsitie relation to reports made to the

Agency and audit findings;

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

e) Error reports concerning the audit and intecoalrols;

f) Opinions towards the elimination of importantakeesses communicated to the managers

authorized to take corrective actions; and

g) Any other points which the audit committee amel internal audit unit consider appropriate

to be included.

(5) (Abolished paragraph: 0G-24/02/2011-27858)

® (Abolished Paragraph) (5) Internal audit reports and internal audit deparent reports are prepared in Turkish.

Y:\TERCUME\WEB-08.12.2010\3-Regulations on Banking Law\d-INTERNAL SYSTEMS-03.03.2011\internal systems-03.03.2011.doc 36
S.L.



Monitoring activities
ARTICLE 32- (1) The inspectors shall monitor actions towards plints that they have
proposed in their internal audit reports and that internal audit unit has communicated to

the managers authorized to take corrective actions.

(2) The inspectors shall report the results of rthbnitoring activities under the first
paragraph and their comments to the internal awdiif which shall in turn communicate
them to the audit committee. Such reports shalyjisen consideration in the internal audit

plans to be made in subsequent periods.

Consultancy services

ARTICLE 33- (1) Banks may receive consultancy services fromithernal audit unit in
relation to new products and services or policied enplementation procedures. However,
the provision of such consultancy services shallimply approval of the matters subject to

consultancy.

Auditing of partnerships subject to consolidation

ARTICLE 34- (1) Banks shall take all necessary measures to ensatréheir internal audit

units can inspect all activities and units of treinsolidated partnerships without limitation.
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SECTION FOUR

The Risk Management System and Final Provisions

PART ONE

Purpose and Scope of the Risk Management System

Purpose of risk management

ARTICLE 35- (1) The purpose of the risk management system isngure that the risk
exposure of the bank is defined, measured, mouwit@ed controlled through policies,
implementation procedures, and limits, which atended to monitor, to keep under control
and, where necessary, to change the risk-yieldtsirel 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 ne&nagt system within the bank:

a) Adequate policies, implementation procedured,lanits, to enable the management of the

different aspects of risks arising from activitiasgd

b) Risk management activities shall be clearlyradiin accordance with the procedures and

principles specified in this Chapter.

Risk management policies and implementation procedas

ARTICLE 36- (1) Banks shall determine written policies and lengentation procedures on
a consolidated and non-consolidated basis to maeragk of the risks arising from their

activities.

(2) In determining the risk management policies amplementation procedures, the

following points as a minimum shall be considered:
a) The strategies, policies and implementationcpesirelated 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;
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¢) The risk monitoring and management capacithefiank;
d) The past experience and performance of the bank;

e) The levels of specialization of the managerthefunits that conduct the activities in their

respective areas; and
f) Obligations stipulated in the Law and other aqgile legislation.

(3) Risk management policies and implementationcguares must adapt to changing
conditions. The board of directors or the relevamérnal systems officer shall regularly

evaluate their adequacy and make the necessargehan

(4) Risk management policies and implementationcguiares must also include risk

mitigation techniques such as hedging, insuranaeetfit derivatives.

Risk limits

ARTICLE 37- (1) Written limits must be determined for quarifie risks such as credit
risk, market risk, interest rate risk and liquiditgk arising from the activities of banks, and
these limits must be approved by the board of thrsec The risk limits shall be determined
jointly with the high-level managers concerned,luding the relevant internal systems

officer, the manager of the risk management urdtthe general manager of the bank.
(2) The risk limits shall be determined:

a) In accordance with the level of risk that thekbaan take, with its activities and with the

size and complexity of its products and services; a

b) As a minimum on the basis of personnel, unlits,liank as a whole or the group in which

the bank is included.

The risk limits shall be regularly reviewed and jgtéa in accordance with changes in market

conditions and in the bank strategy.

(3) It shall be ensured that the risk limits aremowunicated to the relevant units and

understood by the relevant personnel.
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(4) The utilization of the limits shall be closeiyonitored 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 bank# baasubjected to a careful
evaluation. It shall be ensured that the necesgmngonnel, technology and financial
resources are available for these products andcsento be offered and that the senior

management is fully aware of the risks involvedhia 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

¢) Determination of the necessary resources taiat@lrisk management practices and carry

out effective risk management for the new productesvice;

d) An analysis linking the activities to be perfaunconcerning the new product or service to

the financial structure and capital of the banld an

e) Implementation procedures to be followed in meag, monitoring and controlling the

risks that would arise from the new product or merv

(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 pevduct or service is offered, and this
evaluation shall be taken into account where smpitaducts or services are developed in the

future.
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PART TWO

Measuring, Monitoring and Reporting of Risks and tre Responsibilities of the Risk

Management Unit

Risk management activities

ARTICLE 39- (1) The risk management activities shall be coretlicby 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.

The risk management unit and personnel

ARTICLE 40- (1) The risk management unit shall be assigned theviallg responsibilities

as a minimum:
a) To design and implement the risk managemengsyst

b) To determine the risk management policies armlementation procedures on the basis of

the risk management strategies;

c) To ensure that the risk management policies anglementation procedures are

implemented and complied with;

¢) To ensure that, before entering into a transacthe risks are understood and sufficiently

evaluated;

d) To participate in the process of designing, &&lg and putting into practice the risk
measurement models and giving preliminary appraeateview the models regularly and to

make the necessary changes;
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e) To generate daily reports from the risk measergnmodels used by the bank and to

analyze the reports;

f) To ensure that the quantifiable risks are kejthiw the limits determined and to monitor

the utilization of these limits;

g) To monitor compliance with the limits determineal the basis of the bank as a whole by

aggregating the limits determined on a unit basigach type of risk; and

&) To ensure that the results of risk measuremeshtiak monitoring are reported in a regular
and timely manner to the board of directors orrglevant internal systems officer and the

high-level management.

(2) The risk management unit regulation, prepanedhle risk management 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 and

levels of knowledge and skill of the risk managetnenmt personnel.

(3) The manager of the risk management unit muste h@ minimum of seven years
experience in banking. The manager of the risk mament unit shall assess whether the
personnel of the unit have the qualifications theg¢ required by their duties, powers and
responsibilities, shall prepare training programsinprove their professional knowledge,
skills and abilities, and shall monitor whetherythare performing their duties impartially

without being influenced by the executive units.

(4) (Additional paragraph: OG-24/02/2011-27856)n banks where activities carried out by
risk management unit may be performed by one pampnisk management unit activities
are executed by the aforementioned personnel haliitygy authority and responsibilities of

head of risk management unit.

Risk measurement methods

ARTICLE 41- (1) Banks shall establish effective systems foe tmeasurement of

quantifiable risks and for the evaluation of noratifiable risks.
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(2) Different measurement methods and models maysbd to measure and evaluate risks. In
determining the methods or models to be used $tarmeasurement, banks shall consider the

following points as a minimum:

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

¢) The assumptions of the method or model;

¢) The availability of the data to be used,;

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

(3) The board of directors or the relevant intersgbtems officer must evaluate the
assumptions and limitations concerning the mode&dushe 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 using actual mesiilhe risk measurement methods and

models shall be periodically updated to reflectngiiag market conditions.

(5) Written policies and implementation procedustmll be created within the bank in
relation to the functioning of the risk measurem®gygtems, and methods shall be developed

to monitor compliance with these policies and immatation procedures.

Scenario analysis and stress testing

ARTICLE 42- (1) Banks must have the capacity to measure tpadbof any changes in the

risk factor on their incomes and expenses.

(2) Banks shall establish a system to implememdsstitesting 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 stressgeshall be regularly reviewed by the board

of directors or the high-level management and cédia in policies and limits.
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PART THREE

Miscellaneous 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 members of thditanommittee, and the high-level managers
of the units included within the scope of theseeays, within seven working days from the

date of the relevant decision.

(2) Banks shall, within three months from the date wljzation of this Regulation, report to

the Agency their internal regulations concerning duties, powers and responsibilities of the
audit committee and of the internal systems off@ed the organizational structure, duties,
powers and responsibilities of the internal audiit,uthe risk management unit and the
internal control unit. Any changes to these interagulations shall be notified to the Agency

within the following ten days.

(3) Banks shall, within three months from the daft@ublication of this Regulation, report to

the Agency their approved risk management poliaresimplementation procedures.

(4) The internal audit plans prepared under Artlehereof and the risk evaluations used in
those plans and made under Article 26 hereof mestdmt 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-end repdrich corresponds to the period of one
year shall be sent to the Agency within ten dagsfthe date of its submission to the board

of directors. This report shall be prepared onbthsis of the one-year period.

Applications to be made in Turkish
ARTICLE 43/A (Additional Article: OG-24/02/2011-27856) - (1) Within the frame of this

Regulation, Banks shall realize in Turkish all leéit;

a) Reportages including the ones to be made by uritsnithe scope of internal systems

and the personnel of this unit to the top managenbgrup level management to the
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top management and to the executive board of tti# eemmittee and the reportages
to be made to the top management concerning theotawctivities related to
operational activities,

b) Internal rules to be implemented such as strategficy, application methods under
any name,

c) Internal writings.

The Regulation abolished

ARTICLE 44- (1) The Regulation on the Internal Audit and Riskrigement Systems of
Banks which was published in the Official Gazette R4312 dated February 8, 2001 is
hereby abolished.

Adaptation of audit committee members

PROVISIONAL ARTICLE 1- (1) Banks shall bring their situation into line tivithe
provisions of Article 6 hereof by May 01, 2007.

Harmonization process of information systems

PROVISIONAL ARTICLE 2- (Additional Provisional Arti cle: OG-01/06/2010-27598)
(1) Banks which are obliged to transport their egst to inland within the scope of article
11(4) of the Regulation equip their systems wiils fegulation until May 1, 2012 and notify
the studies they shall carry out in accordance Wiehprocedures and principles set forth by
the Agency.

Adaptation period concerning procurement of supportservices

PROVISIONAL ARTICLE 3- (Additional Provisional Arti cle: OG-01/06/2010-27598)
(1) Support services procured by banks, which areialation of the Article 11(4) of this
Regulation are aligned with this Regulation duritige transition process set forth in

Provisional Article 2.
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Adaptation period concerning the usage of primary gstems in operation-based
accounting

PROVISIONAL ARTICLE 4- (Additional Provisional Arti cle: OG-24/02/2011-27856)
(1) Pursuant the second sub-clause of the Artitleirnlkeeping records of accounting based
on operations, Banks which do not possess infoonaystems which may keep records upon
the primary systems necessary to be establishetkitise country pursuant to the forth sub-
clause of the same article and by not taking amatleeounting system as reference and by
composing directly these records, shall make thiaiation appropriate to this structure until
May 1, 2012.

Entry into Force

ARTICLE 45- (1) The provisions of this Regulation enters ifdoce on the date of its
publication, except for Article 9(2e), which shaliter into force on April 1, 2007.

Enforcement

ARTICLE 46- (1) The provisions of this Regulation shall beozoéd 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 Risk Mana(
Activities

Supervisiq|

Credit [Market|Liguidit |Operation|Regulator |Credibi |[Other [n by|!

Risk |Risk [yRisk |al y Risk lity Risks [Senior i

Risk Risk Managem||

ent i

Lending (it may bd
listed by types)

Individual
Banking

Operations

Deposit Collecting
and  Investment

Products
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Financial
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Placements

Administration
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Client Funds
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Insurance Service$

Payments System

Information

Systems
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Legal

Transactions
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Other Activities

Final Risk Level:
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