FRAMEWORK AGREEMENT ON FINANCIAL RESTRUCTURING PROGRAM*
I. SIGNATORIES TO THE AGREEMENT AND SUPPORTING ORGANIZATIONS

The Banks, Special Finance Institutions (SPI), Savings Deposits Insurance Fund (SDIF), Emlak Bank of Turkey in Liquidation Process and other financial institutions operating in accordance with the permits obtained as per their specific legislation (to be referred as “Creditor Organizations” that are signatories to the framework agreement) have signed this framework agreement.

Provided that the expected purposes of the agreement among the signatory parties are achieved, the Union of Chambers and Commodity Exchanges of Turkey (UCCET) and Turkish Industrialists' and Businessmen's Association (TIBA), as the representatives of the corporate sector and in addition to their other obligations assigned by the agreement, the Banks Association of Turkey (BAT) and Association of Special Finance Institutions as the representatives of financial sector, who made contributions through their opinions and teamwork to the preparation process of the contract, have contributed to this framework agreement as supporting organizations. 

II. PURPOSE OF AGREEMENT

The objectives of this agreement include the following:

1. Creating an environment in which real persons and legal entities manufacturing goods and services (firms) that have the capacity to add value in the economy and are caught in a financial bottleneck, but may prosper through restructuring, may continue with their activities in an efficient manner, thereby creating a favourable business environment for small and medium size enterprises which are suppliers and buyers through the extension of business activities of related firms and increasing employment level and the use of capacity in manufacturing as a result of these.  

2. Ensuring that both the corporate sector and the financial sector institutions have regular, sound and transparent balance sheets through compliance with the arrangements based on the provisions of the agreement hereby. 

3. Improving tax collection as a result of activities to ensure that the firms that have the capacity to add value in the corporate sector become effective in the economy and the financial sector institutions concerned have a better balance sheet structure. 

The mission undertaken by the parties in order to achieve the above indicated objectives is to ensure that the manufacturing firms, that are believed to add value in the economy and that have credit relationship with at least two Creditor Organizations and are financially distressed, continue to add value in the economy and fulfill their repayment obligations against financial sector within a reasonable period and under reasonable conditions to be determined by the creditor organizations with due regard to their fund-raising capabilities. In order to achieve this, the objective is to ensure that the related firm, other firms affiliated to these firms, if any, and dominant shareholders present support and thus, form a reconciliation platform.  
III. SUBJECT OF THE AGREEMENT

In order to achieve these objectives, the Framework Agreement  covers the following: 

1. determination of the criteria regarding the firms to be subject to Financial Restructuring Program (FRP);

2. identification of the organizational structure required for the reconciliation process envisaged within the scope of this framework agreement;

3. determination of the general principles to be applicable for Creditor Organizations and the monitoring principles for application and standstill processes and signed agreements;

4. determination of the content of the Financial Restructuring Contracts (FRC) and the principles regarding the agreements to be signed among creditor organizations, if any;

5. identification of the principles regarding the regulation of the relationship between the Creditor Organizations and other creditors that may be a party to FRCs;

6. determination of the principles regarding the regulation of the time-limits indicated herein.  

IV. FIRMS SUBJECT TO FINANCIAL RESTRUCTURING PROGRAM 

A. On the conditions to be limited with the firms that are classified in the first, second, third, forth or fifth groups within the scope of the definitions made in the "Regulation on the Principles and Procedures Related to the Determination of the Loans and Other Receivables for which Provisions Shall be Set Aside by Banks and to the Provisions to be Set Aside” as of 31.01.2002, the signatories to this framework agreement may implement complete financial restructuring programs for a firm or a group of firms under the control of the same management if 

1. it has debt to a creditor organization or creditor organizations that have became problematic or will be inevitably problematic without being restructured, 

2. it produces goods and/or services and the creditor organizations believe that it adds value in economy,

3. It satisfies that it will continue to add value and will be able to repay its debts indicated in IV/A/1 within the pre-determined period,

In the following provisions of this agreement the term "firm" shall cover the debtors and the firms affiliated to debtor firms in terms of management.  

The Consortium of Creditor Banks (CCB) shall be authorized to appoint a bank, a committee consisting of banks or an independent audit firm to determine the financial conditions of the debtors to be included within the scope of the financial restructuring process and their capacity to be able to repay their  debts if their debts are restructured or are subject to a new repayment plan. Primarily, the financial condition of the related firm shall be determined as of the date to be determined by the CCB. In addition to this, cash flow projections for the firm for future years shall be made. Such projections and as-is conditions of the firms shall be assessed together with the balance sheet items and non-balance sheet items of the firm in order to decide that if the related firm shall be able to gain the capacity to pay its debts within the proposed period. The FRCs shall be signed with the firms that are deemed to be appropriate by the CCB after such assessments. 

The above indicated evaluation activities of the CCB shall primarily  focus on the issues indicated in Article VI/1 and the analysis and evaluation process indicated in the Article VII/6-f of this Agreement. .

B. The firms subject to FRP shall be evaluated in two different categories only for the implementation process of this framework agreement with due regard to the value added by them in economy.

a. Large Size Firms

Regarding the loans extended before the effective date of the Law no. 4743, 2001 such firms or groups of firms, who satisfy at least two of the below criteria as of December 31, and produce cash or non-cash risks (letter of guarantee, acceptance loan, guarantees for loan purposes, etc.) at least for two creditor organizations at an amount more than USD 10 million shall be concerned as “large size firms” and shall be subject to the provisions of the VII/1(a).

i. Employing permanently at least 100 persons,

ii. The total annual exports exceeding USD 15 million,

iii. The total annual turnover exceeding TL 25 trillion,

iv. The assets in the audited balance sheet is at least TL 15 

trillion.

If deemed necessary and in order to ensure the accelerated operation of the process, the above indicated criteria may be re-determined by the Board of Directors of the BAT. In such cases, if the amended criteria are approved by the Banking Regulation and Supervision Agency (BRSA), they will be notified to the Creditor Organizations by the BAT and shall be enforced following such notification.

b. Small and Medium Size Firms

The firms and groups of firms except for those defined in the above paragraph IV. B.a. of this agreement shall be concerned as “medium and small size firms” and shall benefit from the related articles of this agreement. The process mentioned in the VII.1.(b) shall be applicable for such firms. 

C. The firms, that have debts to only one of the Creditor Organizations that are signatories to this framework agreement may be subject to financial restructuring program by related the  Creditor Organization.  

V ORGANIZATIONAL STRUCTURE

In order to ensure the realization of the reconciliation process prescribed herein and to operate during the implementation phases of such process, the below indicated organizational structure shall be established.

1. Coordination Secretariat (CS)

In order to ensure that the process prescribed herein is carried out at such pace and in accordance with such principles as targeted, Coordination Secretariat (CS), composed of a coordinator and adequate number of technical and administrative personnel to be appointed by the Board of Directors of BAT, shall be formed. The CS shall not be a decision making body, it shall have the status of an executive body.

Experts may be appointed to take on duty for a certain period or on a case basis who shall report to the CS. The CS may receive technical assistance from national and international agencies in matters that require expertise. 

If the Board of Directors agree so, the BAT may organize an internal committee or contract with other institution or institutions to perform the duties of the CS. 

The Board of Directors of BAT may decide that the Leader Banks perform some of the duties of the CS.

2. Arbitration Committee (AC)

The Arbitration Committee (AC) shall be composed of 3 persons to be appointed by the Board of Directors of BAT among candidates who have at least 10 years of experience in a managing position in the banking sector and who have received undergraduate education in at least one of the economics, finance, banking, business management, law, public administration and equivalent fields. In order to ensure that the AC consists of persons having an accumulation of information and experience required for performance of its duties in an effective and objective way, the Board of Directors of BAT shall be sensitive during the composition of AC. AC shall take its decisions unanimously, and if an unanimous decision can not be reached, by an affirmative vote of at least 2 members. A representative to be appointed by BRSA may participate in the meetings of the AC in the capacity of observer without the right to vote on decisions. 

The Arbitration Committee shall act as an arbitrator if, in the negotiation process of the financial restructuring programs based on this agreement, provided that only the large size firms determined in the provision IV.B.(a) are concerned, CCB members, shall not reach a decision among themselves by a majority exceeding at least 75 percent of the total amount of their receivables of but take a decision by a majority exceeding 55 percent within the context of CCB to be formed. 

The articles V.3.1, V.4, VI.7/VI.10 and VI.11 of this agreement where the CCB foresees  the  quorum to be 75 percent, and the firms classified in the first and second group in all banks as of 31.01.2002 shall not be among the duties of the AC. The AC, in the case of a conflict as defined in article XIII  of this framework agreement, shall take its decision without considering the CCB quorum provisions. 

The AC shall finalize the applications from CS within 5 working days at most and the decisions taken shall be enforced by all CCB members. The decisions of AC shall be definite and binding. The decisions of AC may not be objected. 

The AC shall, upon complaints, identify the Creditor Organizations that do not comply with the provisions of this agreement and the contracts based on this agreement, and shall report such Creditor Organizations to the BRSA and the BAT.

A detailed terms of reference, working conditions, personnel rights, and rules related to appointment and dismissal shall be determined and budgeted by the Board of Directors of BAT for both the CS and AC in this framework. 

3. Consortium of Creditor Banks (CCB)

1. The CCB shall be formed separately for each firm to which a FRP will be applied and shall be composed of creditor organizations and other creditors, if approved by the CCB. Other creditors shall be obligated to sign the framework agreement before being accepted in the CCB. If deemed convenient by the CCB, other creditors that are not members of the CCB may also be a party to the FRC. The CCB formed for each firm shall be separate from and independent of any other CCB even if their members are the same. The approval by the members of CCB other than creditor organizations shall be based upon the decision of creditors organizations exceeding the 75 percent of their receivables. The obligation of the CCB members other than creditor organizations to contribute to any potential additional loan shall be realized through the voting which exceeds the 75 percent and 90 percent for the firms classified in the first and second group in all banks as of 31.01.2002.

The CCB shall be named as Consortium of Creditor Organizations (CCO) if the consortium does not include any banks.

2. The CCB, in order to accelerate the process, may decide to perform the negotiation process with the debtor firms under the leadership of a leader bank or a committee composed of required number of CCB members. 

3. The CCB may seek the support of CS through the leader bank if necessary in such areas that require expertise. This support shall be provided by the CS within a framework to be determined by the BAT.

4. The CCB may grant the firm a definite and reasonable “standstill” period within a negotiation schedule to be determined on a case by case basis in order to ensure the required cooperation among firms and creditors, the gathering and evaluation of information about the debtor, the identification of financial problems and development of suggestions for solutions.  

5. If the debtor firms with an envisaged FRP have debts to the financial entities that have signed the framework agreement and are included in the same risk category with the creditor banks, such financial institutions shall be represented by the CCB member bank. 

6. The decisions shall preferably be taken unanimously at the CCB. If an unanimous decision can not be reached, a favourable decision taken by CCB members which represent 75 percent of the total amount of cash or non-cash receivables (letter of guarantee, acceptance loan, guarantees for loan purposes, etc.) shall be deemed adequate. (This ratio is 90 percent for the firms classified in the first and second group in all banks as of 31.01.2002) Other members have to obey this decision. In case 75 percent or more than 75 percent of total receivables is represented by a single Creditor Organization, a favourable decision of at least two Creditor Organizations, one of them being creditor for 75 percent or more, (This ratio is 90 percent for the firms classified in the first and second group in all banks as of 31.01.2002) shall be required and deemed adequate. 

On the condition to be limited with the firms within the scope of the authorities of the AC, if a favourable decision is taken by the creditors representing minimum 55 percent and up to a maximum 75 percent of the receivables of CCB members, an application shall be made to AC through CS asking for arbitration at least in 3 working days, submitting a report prepared by the leader bank determining the situation. 

4. Leader Bank (LB)

The bank having the largest amount of receivables within CCB shall be elected as the Leader Bank (LB) to manage and to finalize the negotiations and to monitor implementation. LB may, at its own discretion, assign this task to the second or the third largest creditor, if any, (the approval of the related party should be obtained). The LB shall be appointed by election if a CCB decision is reached by a majority of votes exceeding 75 percent of the receivables. CCB members shall have voting rights proportionate to their receivables. The candidate receiving the highest number of votes shall act as the leader bank. 

The Leader Firm (LF) shall be selected in the same manner if the consortium does not include any banks. 

VI GENERAL PRINCIPLES
1. The financial restructuring programs introduced separately for each firm shall be addressed thoroughly under this agreement. In this context; all regulations not specified herein but deemed necessary to render the firm concerned effective, including the following, shall be taken separately or together, if deemed necessary by the CCB;

1. Establishing a maturity for the existing risk on terms to be stipulated on the basis  of firms,

2. Providing additional finance (for the purpose of providing operating capital and/or financing incomplete or new investments if deemed necessary) 

3. Liquidating operations which are not directly related to the main line of business of the firm, 

4. Capital increase,

5. Change in management,

6. Opening up to the public,

7. Selling of affiliates and immovable,

8. Changing the partnership structure,

9. Formation of usage rights on the company shares on behalf of the CCB.  

2. The creditor agencies signing this agreement shall endeavour to achieve reconciliation in the process of the financial restructuring of firms placed on the agenda, focusing on the objectives of the agreement. 

3. Every firm that will be financially restructured shall be addressed taking into consideration its own specific conditions. The problem of the respective firm and the causes creating such problem shall be identified, deliberations will be held on solutions trying to find the most appropriate solution. 

4. The process starting from the placing on the agenda of a certain firm within the envisaged structure until the drawing up of the financial restructuring program shall be finalized in an expeditious manner. All persons specified in the organisation shall be required to follow any schedule drafted to this end.

5. The financial restructuring of the related firms within the scope of this agreement shall be completed in line with the banking procedures and principles. 

6. The current guarantees received by CCB members before the beginning of the process shall be protected. To this end, provisions regarding the collection and distribution of secured receivables and the realization of guarantees shall be included in the financial restructuring contracts to be concluded with each firm and in the contracts to be concluded among the creditor agencies themselves, if deemed necessary. 

7. If any member of the CCB claims that a CCB member creates a collateral with the aim of counter protection of the firm’s other creditors and without obtaining an additional finance in line with both the value and the main production elements and /or corporate assets of the guarantors the collateral which is believed to be created as such is proposed to be divided among the CCB members through payment pro rata to the creditors an insolvent estate. In the case that a consensus is not reached on the subject, the financial restructuring program for the relevant firm will not be applicable when the total receivables amount of the CCB members, except for the member which receives or is claimed to receive such a collateral exceeds 75 percent (with the condition that it will represent at least 30 percent of the total receivables of the CCB members) and that CCB members decide in this direction, and this process of agreement ends, the situation is declared by the leading bank to the CS. 

8. The CCB members have the right to charge off their collaterals that are to be paid by third parties under required conditions, and the ones which can be collected but non existent of the right of recourse of the payer's to the debtor firm, without any legal action except notice, during the negotiations and concerning the risk after the negotiations. The CCB members that wish to use this right cannot use their voting rights arising from their receivables which correspond to these collaterals. The payment plan of the receivables of the members who use their preferences in this direction shall be defined with the same conditions as the other banks, and the collection which is realized through the collaterals within this framework, shall be charged off by counting upon the installments starting with the first  one. 

Despite the fact that an CCB member has such type of collateral, and that it chooses to use its voting right without directly charging off this to its own risk, then the way to use the collections which it will realize regarding the mentioned collaterals, along the firm cash flow, will be decided by the CCB.

In the calculation of the amount of the counter-risk collaterals which are mentioned in this provision:

· The collaterals with maturity and the interest payment, the rediscounted values of the ones as per the written interest rates and the nominal values of the unwritten ones shall be considered. 

· The nominal value of the collaterals with no maturity shall be considered.  

· In the case of the collaterals which include interest rates indexed to a certain parameter,  the current interest rate in the current period will be translated into yearly interest rate if need be,  and shall be considered with simple interest rate until the maturity. 

9. All related organizations shall obey the principle of confidentiality during the process of financial restructuring of a certain firm to be restructured.

10. The financial restructuring program may be revised during the implementation process, without deviating from the basic principles envisaged initially, at the request of at least two members of the CCB, provided that a decision is taken by 75 percent majority of the total receivables of CCB, and 90 percent for the firms classified in the first and second group in all banks as of 31.01.2002.  

11. On the condition not to be financed by Savings Deposits Insurance Fund and Emlak Bank of Turkey in Liquidation Process, additional loans may be provided to the firm under the financial restructuring program if deemed necessary. Additional loans may be provided upon the positive decision of at least two banks except for Savings Deposits Insurance Fund and Emlak Bank of Turkey in Liquidation Process and representing more than 75 percent of the remaining total remaining amount of claims of CCB members which are creditors of the firm concerned (90 percent for the firms classified in the first and second group in all banks as of 31.01.2002). All CCB members shall comply with this decision. Additional loans shall be provided according to the amount of receivables of CCB members. 

In case requested by any member of the CCB, a separate voting shall be performed and on the condition that the creditors representing more than 50 percent of the total remaining receivables vote in favor and that such creditors are not Savings Deposits Insurance Fund and Emlak Bank of Turkey in Liquidation Process, the CCB members with 5 percent or less receivables shall not be subject to additional loan liability, depending on their choices. In such cases, the contribution of the creditors in the additional loans shall be proportionate to the ratio of their receivables within the total debt.  However, those who vote against the additional loan demand of the firms classified in the first and second group in all banks as of 31.01.2002 may not take part in additional finance, if they  don’t want to. 

The additional loan provided shall have the priority status for repayment. The organizations providing additional loans shall have priority status in allocation of the guarantees and debt collections within the scope of the contract. The principles and implementation procedures shall be indicated in the FRC.

12. The creditor agencies signing this Agreement shall notify CS of the names of two authorised officials who shall be charged with such kind of duties and all communication means and access facilities, with a view to fulfil the requirements of the scheduled process under this Agreement and to speed up the document flow. The CS shall circulate such information to all parties concerned. Any changes effected shall be timely updated. 

13. Within the context of principles and procedures determined by the Board of Directors of BAT, the public disclosure of reports and consolidated statistical data shall be made by BAT without mentioning names of related firms, partners and guarantors, if any, and creditor banks. CS shall collect this kind of information and data.

14. In the CCB meeting, the priority issue shall be the determination of the debts of the firms to CCB members.

The CCB shall identify a certain date, and the debts of the firm shall be calculated as of such date to form the basis for the FRC.

In case it is concluded that there are significant differences between CCB members due to use of very different interest and commission rates in the past, the debt of the firm shall be calculated in two stages. First, the CCB shall identify a date, which should not be earlier than 30.09.2022 before the submission of the application form and letter of undertaking. The total debt amount to form the basis for the FRC shall be calculated by adding the interest rate and using the calculation method to be agreed as of such date. 

The use of a different method may be possible on the condition to comply with the quorum conditions of the CCB.  

Upon their requests, the creditors, each of whom have 5 percent or less receivables and on the condition to start from the smallest creditor, shall be subject to different time-based installments that does not exceed 2/3 of the maximum term indicated in the FRC and in any case, not to exceed four years, including the non-payment period. The total of such receivables shall not exceed 25 percent of the total receivables. The maturity for the creditors, who vote against for the firms classified in the first and second group in all banks as of 31.01.2002, may be two years, at most. The principal and interest payments of these groups shall be made in 6-month installments. 

15. The restructuring of the firms, that are included in the same risk group with the Creditor Organizations, shall be subject to the CCB quorum consisting of the 75 percent of the total receivables and the votes of the 51 percent of the creditors other than the creditor organizations that are in the same risk group with debtor in the related CCB. In case the affirmative votes of only the 55 percent (but not 75 percent) of the total receivables is obtained, it shall be possible to refer to the AC provided that the affirmative votes of 51 percent of the creditors other than the creditor organizations that are included in the same risk group with the debtor is obtained. In case it is not possible to sign a contract by the CCB at the end of this process, the creditor organizations that are in the same risk group with debtor, alone or jointly with other voluntary creditor organizations, may continue and finalize restructuring activities. 

The Creditor Organizations that are in the same risk group with the debtor shall not participate in the voting for additional financing and in the examination and audit activities indicated in IV.A regarding repayment capacity of the related firm.  

16. The related process shall be ceased if the CCB fails to decide on the restructuring within 90 days at most. Such period may be extended three times for one month at most, subject to decision quorums of the CCB. Such decisions shall be notified to the AC by the LB within three days. 

VII PRINCIPLES TO BE APPLIED IN THE IMPLEMENTATION PROCESS
1. The process shall commence within the framework of the following procedures for Large Size Firms and Small and Medium Size Firms:

a. Large size firms defined in provision IV.B.a

The process for large size firms shall commence upon the submission of an application form and a letter of undertaking (the content of which shall be determined by the BAT) by the respective firm confirming the approach taken by the firm to the process and that it will fulfil its obligations, at the request of any one of the three creditor banks with the largest amount of claims. 

If creditor banks and other financial institutions or creditors other than 3 biggest Creditor Organizations hold a majority representing at least 25 percent of the total claims, either of them may apply to any one of the three creditor banks with the largest amount of claims and request that the respective firm be asked to submit an application form and a letter of undertaking. 

In case the Creditor Organizations do not include any banks, the process shall be initiated by one of the 3 biggest creditor organizations. In case of any disagreement, the Creditor Organization or Organizations shall apply to the AC via CS. The AC shall decide on any disagreement within 5 working days at most. 

b. Medium and small size firms defined in provision IV.B.b.

The process for medium and small size firms shall commence upon a consortium of creditors, at least two of which will be banks, and/or SPI and the suggestion of Creditor Organizations representing at least 51percent of the total amount of receivables consisting of cash and/or non-cash risks comprising cash,  and upon the submission of application form and letter of undertaking by the firm to a largest creditor organization among them. The decisions within the organizational structure specified herein for these firms shall be subject to CCB and quorum provisions. However, the financial restructuring contracts to be concluded in connection with these kinds of firms shall be made in line with the rules laid down in this framework agreement with respect to periods of time and decision making mechanisms. 
2. In cases taken up in the article in IV.C, the related Creditor Organisation shall declare the name of the debtor  and the start and the final dates of the period to CS, at the time of the receipt of the application form and letter of undertaking and after the negotiations with the debtor whether an agreement is settled or  the negotiations remain unsettled.

3. On the condition to be limited with the enforcement of the principles indicated in this section, a quorum shall be formed on the basis of the detailed debt analysis submitted by the related firms as of a date, which is not later than six months before the submission of the application form and letter of undertaking

4. Upon the receipt of an application form and a letter of undertaking, the Creditor Organization shall notify the CS that the process has started for related firm and the prospective members of CCB no later than within 2 working days. 

5.  The CS shall, in consultation with the bank receiving the application form and the letter of undertaking, set a time and place for the first meeting of CCB which shall not be held earlier than 2 and later than 4 working days, and shall invite the members who will form the CCB for the related firm. The bank that receives the application form and the letter of undertaking shall ensure that the firm concerned participates in the meeting in question. 

6.  The creditor agencies receiving an invitation to the first CCB meeting shall notify CS in the format established by CS, 24 hours before the meeting, of the amount of receivables (together with the related guarantees) from the firm concerned until the date to be notified by CS, to be calculated at the interest rate applied within the framework of the current relationship.

7. At the first meeting of CCB; 

a. The leader bank shall be identified,

b. The firm shall be briefed in general about the process and informed of its rights and obligations in the stage to follow,

c. The creditors who have not been invited or the invitation of whom is deemed necessary shall be identified, and invited to the next meeting.

d. Other firms within the same risk category with the firm which is in the process of restructuring and dominating partners who have to be addressed together with firm in question shall be identified and an application  form and a letter of undertaking shall be requested from these if deemed necessary,

e. Dominating partners shall be asked to present a declaration of property,

f. As a prerequisite to the inclusion of the firm in the financial restructuring program, the process, method and sources to be used in connection with the following shall be identified;

i. Analysis of financial and non-financial data,

ii. A projection of future financial and non-financial data,

iii. Cash flow projections,

iv. A survey of movables and immovables deemed necessary,

v. Identification of any restrictions on immovables as indicated  

       in title deed entries,

vi. Evaluation elements about other matters as deemed necessary.

The CS may participate in the first CCB meeting of large size firms as an observer.

VIII PRINCIPLES TO BE APPLIED IN THE STANDSTILL PROCESS

The "Standstill" is a process which entails to sustain both the existing legal status, level of interaction and assets of the firms and the dominant partners throughout the negotiations. 

1. A decision shall be taken at this first meeting or at the second meeting to be held no later than within 2 working days, taking into account the elements listed above, regarding whether or not a “standstill” process is necessary, and if deemed necessary, the extent of this period shall be determined together with the thresholds thereof and notified to the firm. 

2. In the event that a decision is made in favour of the “Standstill” process, 

a. CCB members may not take any steps for the collection of their claims or may not reduce the amount of credits extended to the borrower within this period, nor may they take any action such as surpassing each other in their relative positions. In this context;

i. No pressure may be exerted for the repayment of any amount that has become due, 

ii. No efforts may be made to improve the relative position against other creditors by making pressure for additional financial gains or receiving preferential treatment or security; no guarantees may be received that will provide an advantage over other creditors,

iii. Throughout the “standstill” process, the legal proceedings initiated before the commencement of this process by the creditor organizations agencies signing the framework agreement may not continue  except for those which are necessary for the loss of legal rights. Any new actions or proceedings shall not be initiated, and other legal actions shall not be used. 

The CCB shall decide on the measures regarding the legal proceedings initiated or possible to be initiated before or during this process by third parties other than Creditor Organizations.

iv. CCB members shall attach utmost importance to making things easy for the firm to continue its existence during the “standstill” process. 

b. Any firm which is in this process may not take any action that will make a difference among CCB members (either individually or in a group) as compared to the situation at the time this process has commenced. This restriction shall also include other persons and agencies that the firm concerned is affiliated to and dominating shareholders. 

IX OBLIGATIONS OF THE LEADER BANK
1. The leader bank shall have utmost efforts to utilize its own resources and those of the organization in the most effective manner, to act cautiously and to ensure that specific critical success factors are identified and managed within the framework of the general principles of this agreement in order to achieve a prompt, sound and efficient result in the negotiation process of the financial restructuring program and/or standstill process.

2. The LB shall have an obligation to draw up the schedule of this process and to notify CS of this schedule.

3. The LB shall fulfil its obligations in connection with the following up of the schedule and issuance of warnings with due regard to the monitoring criteria envisaged in connection with the monitoring of the financial restructuring program drawn up at the end of the negotiation process.

4. The LB may receive support from CS if deemed necessary on legal matters, secretariat services and in areas that require expertise on a case by case basis. Within the framework of the principles to be determined by the Board of Directors of BAT, the CS shall, in such cases, provide the necessary support either using its own resources, with the support of other banks or through the procurement of services directly from entities at home/abroad. If it shall be necessary to purchase any services at cost, the question of how the cost thereof is to be paid shall be an issue to be determined by the CCB.   

X FINANCIAL RESTRUCTURING CONTRACT TO BE CONCLUDED WITH THE DEBTOR FIRM 
1. The restructuring program shall take effect by a financial restructuring contract (FRC) to be concluded between the debtor firm and creditor organizations and other creditors deemed acceptable by the CCB, if any. 

2. Every FRC shall include;

a) the determination of the claims of each CCB member from the related firm as of a certain date,

b) the determination of the maturity structure and amounts for the repayment obligations of the relevant firm in this context,

c) the determination of cases contradictory to the contract and the sanctions to be applied in such cases,

d) the pricing method to be applied throughout the program period (interests, commission, etc.),

e) monitoring criteria (method, frequency, content, etc.),

f) the definition of the auditing mechanism,

g) authority to examine all accounts and documents of the debtor firm,

h) guarantee structure of the claim in the process both in general and individually for each CCB member,

i) the determination of other obligations of the parties,

j) other matters deemed appropriate by the CCB. 

3. Following the signing of the Financial Restructuring Contract and as long as the firms complies with its obligations borne by the FRC, all legal proceedings initiated by the Creditor Organizations against the related debtor firm before the financial restructuring process should be ceased at their current stages. No new legal action shall be taken. However, other guarantees (pledge or mortgage) shall be established in favour of the creditor organizations on the condition to be ranked after the current guarantees, if any, and all current actions shall be ceased. Any contrary action shall be possible through a decision to be taken by the CCB according to its decision quorum conditions. 

4. The list of the agreements signed in connection with this framework agreement shall be sent to the BRSA by the CS monthly within the format to be determined.

XI THE CONTRACTS AMONG CREDITORS
If deemed necessary, the CCB members may sign agreements among themselves regarding the methods to be applied for the collection of their claims, the realization of securities and other matters. 

XII PRINCIPLES REGARDING MONITORING CRITERIA
1. The monitoring criteria shall be established in detail in the financial restructuring contract to be concluded with the debtor firm.

2. The analysis and auditing activities shall be performed at the stages of the process to be determined. The content, method and frequency of such activities shall be as agreed upon by the parties. 

3. The experts to be designated by the creditor banks shall, on the basis of the independent auditor’s report (if required in the contract) and the data to be obtained from the firm, make an analysis of the existing financial and non-financial data of the firm, examine its performance, revise if necessary, the long term projections that constitute the basis of the contract and provide a source for “Monitoring Meetings” to be held at regular intervals. 

4. The monitoring criteria shall also include provisions on the accounting standards to be applied by the relevant firm and on how the same will be inspected, with a view to reflect the real situation at a certain time of the debtor firm with which a contract is concluded and to have easy access to all transparent information to be required by CCB members. 

XIII NON-FULFILLMENT OF FRC-RELATED OBLIGATIONS BY AGENCIES SIGNING THE FRAMEWORK AGREEMENT
Following any FRC concluded under this framework agreement and although the firms and guarantors, if any, of FRC continue to fulfil their obligations, if the creditor organizations which are members of the CCB fail to fulfil their obligations arising from the relevant FRC and/or from the contract concluded among them in connection with the relevant FRC, then without prejudice to any rights of the parties arising from relevant contracts, the CCB member/members coming to such determination shall request through the leader bank, and if the party claimed to have failed to fulfil its obligations is the leader bank, then through the second major creditor bank that a meeting of CCB be held no later than within two working days. If the dispute is not settled at the CCB meeting/meetings within 5 working days following the first meeting, CCB member/members claiming that the party/parties concerned failed to fulfil their obligations or acted in violation shall notify AC in writing of the situation through CS at the end of the 5th working day. In such cases, the AC shall invite and hear the parties if necessary, and ask them to give their opinions in writing and shall reach a final decision no later than within 5 working days and notify the parties of this decision on the following working day. The parties shall abide by the decision of the AC and shall take action accordingly no later than within 3 working days and substantiate to AC through CS that action has been taken accordingly. The AC shall notify the Board of Directors of the BAT and BRSA of the party failing to take action. 

XIV TERM OF THE FRAMEWORK AGREEMENT
This framework agreement shall be applicable for all financial restructuring agreements to be signed within 3 years at most following the approval of the BRSA. 

XV IMPLEMENTATION REGARDING THE TIME LIMITS PRESCRIBED IN THE FRAMEWORK AGREEMENT
Taking into account the difficulties that may arise in general or on a case by case basis during implementation in connection with the time-limits prescribed in Articles V, VII, VIII, XIII of this Agreement;

1. The leader bank shall be authorised to extend the time limits upto twofold if deemed necessary and on the condition to notify the CS of the situation.

2. The time limits may be extended up to three times in general at the request of CS and by the consent of the Board of Directors of BAT.

XVI EFFECTIVENESS  

This agreement has been drafted by the BAT as per the provisions of the Regulation regarding the General Conditions of the Approval and Enforcement of the Financial Restructuring Framework Agreements, issued by Banking Regulation and Supervision Agency in Official Gazette no. 24723 on 11 April 2002 in accordance with the provisions of the Law no. 4743 regarding Restructuring the Debts to Financial Sector and Amendment of Various Laws. This Agreement shall be effective following the approval of the BRSA. 

The rights and obligations assigned by the Law shall also be applicable for the institutions that sign this agreement after the approval of the BRSA.  

XVII  SIGNING THE AGGREEMENT

The following pages which form an inseparable part and attachment of framework agreement, and bearing the cachet of The Banks Association of Turkey and the signature of the Chairman of the Board of Directors are signed by the signatories to the agreement.

This agreement consists of 17 articles.

* The following translation has been prepared by the Banks Association of Turkey and has no legal value.
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