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Regulation on the Establishment and Operations of Banks*
PART ONE

General Provisions

Purpose and Scope  

Article 1 –  1. The purpose of this Regulation is to establish the rules and procedures relating to the establishment and operations of banks.


2. The provisions of this Regulation cover the rules and procedures relating to the following:

a) Banks’own funds,

b) The granting of establishment and operation permissions for the establishment of banks in Turkey and opening of first branches in Turkey by banks established abroad,

c) Determining indirect ownership of shares in the capital of banks established or to be established in Turkey,

d) Application to be made to receive permission for transfer of shares,

e) Opening of branches at home and abroad, establishment of representative offices abroad, forming of partnerships or participation in existing partnerships, by banks operating in Turkey,

f) Opening of representative offices in Turkey by banks incorporated abroad,

g) Notifying the names of those to be appointed as General Managers and Deputy General Managers,

h)  Oaths and declarations of property,

i) Forming of a credit committee and transfer of the authority to extend credit,

j) Definition of connected lending which will form the basis in determining the amount of maximum exposure that may be extended directly or indirectly to natural persons and legal entities

k) The rates at which non-monetary loans, forward transaction and option contracts and other similar contracts are to be taken into account and the procedures to be followed in taking into account partnership shares,

l) Calculation and application of loan limits according on a consolidated basis,

m)  Rates at which transactions conducted with central administrations, central banks and credit institutions of member countries of the Organization for Economic Cooperation and Development (OECD) and other foreign countries, or transactions conducted against bills and bonds issued or guaranteed, or other guarantees given by the same are taken into account in the calculation of exposure limits,

n) transactions conducted between banks, that are not subject to exposure limits,

o) Receiving a statement of accounts for credits to be extended and sureties or guarantees to be given; inspecting statements of account to be received as well as balance sheets and profit and loss statements enclosed therewith,

p) Disposal of merchandise and immovables that had to be acquired on account of receivables,

q) Accounting and recording procedures of banks, publication of financial tables and notifying authorities concerned of the same,

r) Precious metals other than gold coins and bullion, that may be bought and sold by banks,

s) Loans to be made available to bank personnel by issuing credit cards,

t) Crediting deposits, assets kept in safe custody and receivables, the statute of limitations of which has elapsed, to Savings Deposits Insurance Fund,

u) Bringing participation amounts into conformity with the provisions of Banking Act Nr. 4389.

Legal Basis

Article 2 – This Regulation has been enacted pursuant to Article 2; Article 3, paragraph (11); Article 7, paragraphs (1), (4) and (5); Article 8, paragraph (2), sub-paragraphs (a) and (c); Article 9, paragraph (6), paragraph (1), sub-paragraphs (b) and (c), paragraph (3), sub-paragraph (a); Article 10, paragraph (4); Article 11, paragraphs (3), (4), (5) and (11) and paragraphs (6) and (9), subparagraphs (c); Article 12, paragraph (1), sub-paragraph (d), paragraph (2); Article 13, paragraph (5) and paragraph (1), sub-paragraph (a); and Provisional Article 2, sub-paragraph (h).


Abbreviations


Article 3 – For the purpose of this Regulation, the following terms shall have the following meanings:


Act means The Banking Act No. 4389,


Agency means the Banking Regulation and Supervision Agency,


Board means the Banking Regulation and Supervision Board,


Fund means the Savings Deposits Insurance Fund.


Own Funds and Consolidated Own Funds


Article 4 – Own Funds mean the amount to be found by deducting from the total amount of core capital and supplementary capital the values deducted from capital, such calculation to be made as of the end of the month. 


The core capital is composed of the total amount of paid up capital, legal, voluntary and extra reserves, profits for the period after tax provisions and profits for previous years. The total amount of banks’ losses for the period and losses for previous years is taken into account as a deduction item, in the calculation of core capital.


The Supplementary capital is composed of the total amount of general provisions for credits, fixed assets revaluation fund, fixed assets revaluation reserves for participating interest, affiliated undertakings and other partnerships in the capital of which an interest is owned, quasi capital loans received, free reserves set aside for contingencies and the fund for increase in the value of securities.


In calculating their own funds as of the end of the month except for the month of December, banks may make a revaluation for fixed assets included in their assets, taking as a basis in this calculation ten percent less than the proportional changes calculated as of monthly periods in general wholesale price index announced by the State Institute of Statistics where 1987 is the base year, and may indicate the resulting amount in supplementary capital.


The amount that remains after reducing from the amount of the general provisions for credits the net amount that remains after the deduction of provisions for accounts receivable to be liquidated may be included in the total supplementary capital. The portion of the total amount of free reserves set aside for contingencies which exceeds twenty-five percent of core capital shall not be included in the calculation of supplementary capital. 


The portion of supplementary capital which exceeds hundred percent of core capital shall not be taken into account in the calculation of own funds. 


Subordinated loans, the remaining maturity of which is five years or longer may be included in supplementary capital provided that ‘no objection’ is received from the Agency. That portion of subordinated loans which exceed fifty percent of core capital shall not be included in the calculation of supplementary capital. Subordinated loans shall bear the following conditions;

a) the initial maturity of which is at least five years,

b) the payment of which is accepted by lenders immediately before shares and after all other debts, in the event of liquidation of the Bank,

c) which are used in a lump sum, not secured in any way whatsoever directly or indirectly, not related to any derivative transaction and contract, established in writing not to be transferable to others,

d) which are received from persons other than the Bank’s direct or indirect participations.

Contracts to be entered into for subordinated loans to be used should include the conditions laid down in paragraphs (a), (b) and (c), and should include a clear stipulation that principal amounts would not be repaid before five years. In order to include subordinated loans that include the conditions specified herein in the calculation of supplementary capital, an application shall be made to the Agency presenting the original credit contract or a copy thereof certified by a notary public, or the draft contract if the contract has not yet been concluded, where the original contract is to be presented following the granting of permission. Should there be any discrepancy between the provisions of the draft contract presented before and those of the main contract presented following the granting of permission which removes the subordinated nature of the credit used, the permission granted will be revoked. If interest rates to be applied to these credits are not clearly specified in the contract or are excessively high as compared to similar credits, permission may not be given to include the credit in the supplementary capital. Subordinated loans fulfilling the necessary conditions shall be included in the calculation of supplementary capital as of the date of entry in bank records following the permission given by the Agency. If the bank provides cash loans directly or indirectly to person(s) that extend subordinated loan, the amount of credit so extended shall be deducted from the total amount of subordinated loan in the calculation of supplementary capital. The repayment of subordinated loans before they become due may be permitted by the Agency respecting the bank’s compliance with credit limits and standard ratios.

Out of subordinated loans which the Agency grants permission to be included in the calculation of supplementary capital, those the remaining maturity of which is less than five years shall be transferred to supplementary capital calculations by a reduction of twenty percent for every year. Subordinated loans with a maturity of less than a year shall not be taken into account in the calculation of supplementary capital. 

Deposits or other resources pledged to the bank to be used in bank’s capital increase with definite commitment of shareholders in written form, subjected to no interest accrual or payment in any form or under any circumstance, the payment of which is accepted by lenders immediately before shares and after all other debts in the event of liquidation of the Bank, not secured in any way whatsoever directly or indirectly, not related to any derivative transaction and contract may be regarded as a subordinated loan depending on their nature, notwithstanding their maturity, if permission is given by the Agency. 

Values reduced from capital shall include the following:

- Unconsolidated financial subsidiaries, affiliated undertakings and other financial partnerships, in the capital of which a participating interest is held (participating interests in the capital of financial institutions which are mainly engaged in money and capital markets and insurance and which operate under a licence or permission according to special laws relating thereto),

· Special cost prices,

· Establishment costs,
· Prepaid expenses,

· If the current value of unconsolidated subsidiaries, affiliated undertakings and other partnerships in the capital of which a participating interest is held and fixed assets is below the value specified in the balance sheet, the difference thereof,
· subordinated loans extended to other banks operating in Turkey,
· goodwill,
· capitalized expenses.
Consolidated own funds mean the amount of own funds of partnerships included in the financial institutions community to be calculated within the framework of the following rules according to financial statements consolidated before the parent company, which will be calculated, according to regulations put into effect pursuant to the Act, by banks that are parent companies and have an obligation to prepare consolidated financial statements, as of periods in which consolidated financial statements are prepared and which will be taken into account in the calculation of standard rates and exposure limits to be applied according to a consolidated basis.

In the calculation of consolidated own funds, own funds and profit-loss elements outside the community shall be included in the capital calculation. The technical reserves of insurance companies shall not be included in consolidated capital resource accounts. If, further to consolidation transactions, a net negative consolidation goodwill is found, this amount shall be included in the “securities revaluation account” in supplementary capital, and if a net positive consolidation goodwill is found, this amount shall be included in the “values reduced from capital”. In calculating own funds, the amount of positive consolidation goodwill which is an assets item shall be set off against the amount of negative consolidation goodwill and the remaining amount shall be included in the relevant item. In the calculation of own funds, amounts relating to financial participations, affiliated undertakings and other financial partnerships in the capital of which a participating interest is held which have not been consolidated due to various reasons specified in the regulations, and the capital shares relating to these kinds of financial partnerships to which equity method has been applied, but the assets and liabilities of which have not been consolidated shall be indicated in the “values reduced from capital”. If the current value of these kinds of financial partnerships which have not been consolidated and that of consolidated fixed assets is less than their registered value, the difference shall be indicated in the “values reduced from capital”. However, if a reserve has been set aside for reduction in value, and if this reserve has led to a decrease in own funds, this amount shall not be indicated among “values reduced from capital” so as to prevent this amount from having a double negative effect. 

If there shall be a surplus in transactions limited to a certain rate of own funds due to decreases in own funds and consolidated own funds, the banks shall be obliged to eliminate the surplus in question within a period of six months following the period in which own funds or consolidated own funds are computed, by increasing their own funds or consolidated own funds by an amount which will eliminate the surplus that has accumulated or by restricting the transactions that cause such surplus. If own funds or consolidated own funds are increased by way of a capital increase, that portion of the increased amount which is equal to the deficit in own funds or consolidated own funds has to be collected in cash in the period of six months specified above. If the surplus that has accumulated necessitates an increase in own funds or consolidated own funds, such increase shall take place by taking into account the own funds that necessitate the highest amount of increase. The provisions of Article 21 of the Act shall not be applied in the period of six months prescribed to eliminate the surplus.  

PART TWO

Establishment, Starting to Operate, Share Transfer, Establishment of Branches and Representative Offices


Establishment of Banks


Article 5 – The following documents should be enclosed with applications to be submitted to the Agency to establish a bank in Turkey; 


a) A statement to be made and signed before a notary public by founders according to the sample documents enclosed with the Regulation (Annex 1 and Annex 2),


b) Draft Articles of Association of the partnership signed by shareholders,


c) A detailed feasibility report analysing the benefit expected from the establishment of the bank, and a report including an estimated balance sheet and profit-loss account indicating quarterly targets starting from establishment, the amount and source of resources required for increasing the bank’s capital,


d) A document to be issued by a Basic Commercial Court that founders, and natural person and  legal entitys owning indirectly ten percent or more of the capital are not bankrupt, and a document to be issued by an enforcement court that the same have not entered into composition with creditors, 


e) A record of convictions to be received in the last six months from the Directorate General of Judicial Records and Statistics or Public Prosecutor’s Office by real person founders and other natural persons owning indirectly ten percent or more of the capital, including copies of archives entries to be demanded by filing an application in accordance with the sample document in Annex 3 which shall be presented to the Agency; 


f) A copy of the decision rendered by an authorised board of legal entity founders on becoming a shareholder of the bank to be established,  


g) A declaration to be made by founders, natural persons and legal entities owning indirectly ten percent or more of the capital, to the effect that they do not own directly or indirectly a share of ten percent or more in bankers, insurance companies and institutions operating in money and capital markets which are subject to liquidation (Annex 4),


h) A declaration to be made by founders, natural persons and legal entities holding indirectly ten percent or more shares in the capital, to the effect that they had not held directly or indirectly a share of ten percent or more in the banks which are subject to liquidation or were transferred to the Savings Deposit Insurance Fund, before such transfer (Annex 4),


i) A copy of the Trade Register Gazette relating to the establishment of legal entity founders; lists indicating shareholders, rate and amount of shares and preference shares if any; detailed explanations about the line of business, fields of investment and operation; balance sheets and profit-loss accounts for the last three years approved by a certified financial adviser pursuant to Act No. 3568 dated 1/6/1989; and a report drawn up by an internationally recognised rating company for legal entity founders which are banks or other financial institutions including also the rating, if any,


j) consolidated balance sheets and profit-loss accounts of the capital group including legal person founders, for the last three years, if any, which comply with international accounting standards and approved by an internationally recognised independent auditing company,


k) schedules showing legal person partners of legal entity founders and shareholders and number of shares held by legal persons having shares in the capital of these partners as an indication of indirect share ownership in the capital,


l) documents to be obtained from relevant tax departments and the Social Insurance Institution to the effect that founders and natural person and legal entities                      indirectly holding a share of ten percent or more in the capital have no tax and premium debts that have become due,


m) income and corporation tax returns and annexes thereof for the last five years filed by founders and approved by tax departments; real estate tax returns filed  for real estate owned by founders and approved by relevant units of municipalities;  real estate register entries relating to these real estates to be obtained from real estate registration offices and a document indicating the annotations and restrictions on such real estate, 


n) documents issued by the relevant banks and addressed to the Agency, bearing the same date each, to substantiate the information provided about deposit and credit accounts in declarations made by founders subscribing ten percent or more of the capital, including also the date on which these accounts were opened,


o) a report to be drawn up by certified financial advisers as per Act No. 3568 on the financial standing of founders subscribing ten percent or more of the capital,


p) detailed curricula vitae of natural person founders, holders of preference shares, other natural persons owning indirectly ten percent or more of the capital, and members of the board of directors and the general director if appointed, including also information about whether or not they have been employed in a financial institution in the last ten years,


q) copies of powers of attorney issued to person(s) authorised to represent natural person or legal entity founders,


r) a letter of undertaking to be issued and signed according to the sample document in (Annex 5) by founders subscribing ten percent or more of the capital, to the effect that they have provided the necessary resources from their commercial, industrial and other legal operations free of any simulation.


The Agency shall be authorised to demand additional information and documents as it may deem necessary. 


The provisions of this Article shall apply by analogy to information and documents to be provided by foreign nationals.


Establishment of a Bank or Taking Over of Shares in Turkey by Banks or Financial Institutions Incorporated Abroad, the Opening of First Branches in Turkey by Banks Incorporated Abroad


Article 6 – The following documents should be enclosed with the application to be filed with the Agency by banks and financial institutions incorporated abroad in order to establish a bank or to take over the shares of an existing bank in Turkey or to establish the first branch in Turkey of a bank established abroad;

a) Articles of Association of the Bank or financial institution,

b) a copy of the decision taken by their authorized board on the establishment of a bank or taking over the shares of an existing bank in Turkey or the establishment of a branch in Turkey,

c) a detailed feasibility report analysing the benefit expected from the establishment of the bank or taking of shares or opening of a branch and a report indicating quarterly targets and including an estimated balance sheet and profit-loss accounts, and the amount and sources of resources required for increasing the bank’s capital if necessary,

d) Balance sheet and profit-loss accounts of the bank or financial institution for the last five years and independent auditors reports issued by authorized agencies, 

e) detailed information and documents about the shareholders of the bank or financial institution, organization and organisational structure outside the country where it is established and operations in international financial markets and a report drawn up by an internationally recognised rating company about the bank or financial institution including also the rating envisaged,

f) a document obtained from the relevant official authorities to the effect that the bank or financial institution has not been prohibited from receiving deposits or conducting banking transactions and/or that no restrictions have been placed on its operations in the country where it is established or operates,

g) minutes of the most recent general assembly meeting of the bank or financial institution and a list of shareholders holding an interest of more than ten percent in the capital, approved by competent authorities of the country where the head office of the bank or financial institution is located,

h) a letter of undertaking that reports about the examinations to be made annually by an authorized independent auditing company pursuant to the legislation of the country where the head office of the bank or financial institution is located will be submitted to the Agency.

The Agency shall be authorized to demand additional information and documents it may deem necessary, and by the decision of the Board, the information and documents stated herein in different coverage and content.

Permission to Establish a Bank and to Open of a Branch in Turkey


Article 7 – Permission to establish a bank or open a branch in Turkey shall be given by a decision taken by an affirmative vote of at least five members of the Agency. A permission so granted will be notified to the persons concerned and published in the weekly bulletin of the Agency. A permission to operate should also be received following the consummation of establishment or branch opening transactions, in order to start receiving deposits and/or conducting banking transactions. A permission granted to establish a bank or to open a branch in Turkey shall be invalid in the event of failure to operate within one year from the date on which permission is given. 


Permission to Operate


Article 8 – Following the consummation of transactions for establishment and opening a branch in Turkey according to the provisions of pertinent legislation and completion of transactions relating to registration with the Trade Register and announcement, an application shall be filed with the Agency submitting a statement to be issued according to the sample document in (Annex:6) to receive authorization to receive deposits and/or to conduct banking transactions. An application to receive operation permission should be filed no later than the end of the ninth month starting from the date on which persons concerned are notified of the Agency’s Decision on granting permission for establishment and opening a branch in Turkey, taking into account the period of one year specified in Article 7, paragraph (1) of the Act.    


The Agency shall examine whether the capital of the bank applying to receive operation permission has been paid in cash free of any simulation, whether it has the technical equipment and adequate personnel to conduct the transactions relating to receipt of deposits or banking activities, whether executive personnel meet the legal requirements and are adequate in number, whether necessary arrangements have been made relating to the management of the bank and internal audit, and following an evaluation made as per Article 7, paragraph (4) of the Act, the Board shall grant operating permission to receive deposits and/or to conduct banking transactions. Permissions so granted shall be valid as of the date of publication in the Official Gazette. 

The following documents should be presented to the Agency based on the notice to be served by the Agency before the publication of the operating permission in the Official Gazette: 


a) a document indicating that an amount equivalent to five percent of the minimum capital specified in Article 7, paragraph (2), sub-paragraph (d) of the Act has been deposited by founders with the Fund, as the share is entering into the system, before starting to operate, 


b) a document indicating an undertaking given to the Fund that an amount corresponding to five percent of the minimum founding capital will be deposited by founders within a year from the date of entering into operation,


c) a document indicating that the obligation to pay a fee to receive permission for financial operations as prescribed by an addition made to tariff no (8) attached to Charges Act No. 492 dated 2/7/1964 by Article 34 of Act No. 4008 dated 24/6/1994 has been fulfilled.


Those failing to satisfy the conditions laid down in the Act and in this Regulation shall be granted an additional period of no more than two months from the date of notice served by the Agency, to make the necessary corrections and to remedy the imperfections. Further to an examination made of those applying within this period, those who are not deemed appropriate will be notified of the result and the establishment permission given shall be ineffective as of the date of notification. Establishment permissions that become ineffective shall be published in the weekly bulletin of the Agency.


Indirect Ownership of Shares


Article 9. 1. The following rules and principles shall be applied in determining indirect ownership of shares by a natural person or legal entity in the capital of a bank established or to be established in Turkey: 


a) Partnership structures of legal entity partnerships which hold or will take over shares in the Bank and of legal person partners of the former, if any, shall be determined in continuous succession if and when necessary, until reaching natural persons.


b) Rate of indirect ownership of shares in the bank’s capital through legal entities shall be calculated by multiplying participation rates. If the same person has a direct participating interest in legal entities in the middle echelons, the rate of direct participation in question shall be added to the rate reached until that echelon, before the following multiplication process. 


c) In determining the indirect ownership of shares by a real person, the shares held by that real person, his/her spouse and children, partnerships in which they participate assuming unlimited liability or partnerships the capital or management of which is controlled separately or together by these persons or partnerships shall be taken into account together. In determining the indirect ownership of shares by a legal person, shares held by that person and those held by partnerships the capital or management of which is controlled by that person shall be taken into account together. 


2. The determination and evaluation of indirect changing of hands and similar indirectness relating to the capital of legal persons holding shares in the bank’s capital, which will take place in compliance with the Act shall be made according to the provisions of paragraph (1) of this Article, taking as a basis the capital of the legal person shareholder instead of the bank’s capital, except for those subjects that are clearly regulated by legislation. 


3. Control by a real or legal entity of the capital or management of another legal person directly or indirectly means the direct or indirect owning of the majority of the capital of that legal person, or holding of preference shares although such majority is not owned, or possessing majority of votes or having the power to appoint or dismiss majority of the members of the board of directors, by virtue of agreements entered into with other shareholders. The requirement that the rate of shares be at least fifty-one percent so as to own majority of the capital shall not be sought depending on the partnership structure of the legal entity. 


Transfer of Shares


Article 10 – 1. The following documents should be enclosed with the application to be made to the Agency for the transfer or acquisition of shares pursuant to Article 8, paragraph (2) of the Act;

a) A statement to be made and signed before a notary public by those who will take over shares, according to sample documents in (Annex 1) and (Annex 2),


b) A document to be obtained from a Commercial Court that those who will take over shares are not bankrupt, and from an enforcement court that the same have not entered into composition with creditors, 


c) A record of convictions to be received in the last six months from the Directorate General of Judicial Records and Statistics or Public Prosecutor’s Office by those who will take over shares including copies of archives entries to be demanded by filing an application in accordance with the sample document in (Annex 3); and a statement signed by these persons indicating whether or not they have previously faced any public prosecution,

d) A declaration that these persons had not owned directly or indirectly a share of ten percent or more in banks which are subject to liquidation or were transferred to the Fund, before such transfer (Annex 4),


e) A declaration that natural persons and legal entities taking over shares do not own directly or indirectly ten percent or more shares in bankers, insurance companies and institutions operating in money and capital markets which are subject to liquidation (Annex 4),

f) A copy of the decision rendered by an authorised board of the legal person who will take over shares on becoming a shareholder of the bank,  


g) A copy of the Trade Register Gazette relating to the establishment of the legal person who will take over shares; lists indicating their shareholders, rate and amount of shares and preference shares held if any; detailed explanations about the line of business, fields of investment and operation; balance sheets and profit-loss accounts for the last three years approved by a certified financial adviser pursuant to Act No. 3568; and a report drawn up by an internationally recognised rating company for legal persons which are banks or other financial institutions, including also the rating, if any,


h) consolidated balance sheets and profit-loss accounts of the capital group including the legal person who will take over shares, for the last three years, if any, which comply with international accounting standards and are approved by an internationally recognised independent auditing company,


i) a report to be drawn up by certified financial advisers as per Act No. 3568 on the financial standing of persons who will take over shares,


j) documents to be obtained from relevant tax departments and the Social Insurance Institution to the effect that persons who will take over shares have no tax and premium debts that have become due,


k) income and corporation tax returns and annexes thereof for the last five years filed by persons who will take over shares, and approved by tax departments; real estate tax returns filed  for real estate owned by these persons and approved by relevant units of municipalities, copies of real estate register entries relating to these real estate to be obtained from real estate registration offices and a document indicating the annotations and restrictions on such real estate, 


l) documents to be issued by relevant banks and addressed to the Agency bearing the same date each, to substantiate the information provided about deposit and credit accounts in declarations made by persons who will take over shares, 


m) detailed curricula vitae of natural persons who will take over shares and natural person shareholders owning ten percent or more shares in the capital of legal persons who will take over shares, including also information about whether or not they have been employed in a financial institution in the last ten years,


n) copies of powers of attorney issued to person(s) authorised to represent natural person or legal entity who will take over shares,


o) an explanation about the sources to be used to purchase shares,


p) a copy of the contract entered into for the transfer of shares,


q) a letter of undertaking to be issued and signed according to the sample document in (Annex 5) by those who will take over shares, to the effect that they have provided the necessary resources from their commercial, industrial and other legal operations free of any simulation.

The Agency shall be authorized to demand additional information and documents it may deem necessary, and by the decision of the Board, the information and documents stated herein in different coverage and content.


The provisions of this Article shall apply by analogy to foreign nationals.


2. Even if a share transfer is out of question, the establishment of a privilege on existing shares, the revocation of such privilege or the issuance of a dividend right certificate shall still be subject to the permission of the Agency. 


Branches to be Opened at Home by Banks Operating in Turkey


Article 11 – 1. Fixed or mobile offices which are engaged in taking deposits or funds or in other banking operations are deemed to be branches, except for banks’ units consisting of electronic process devices, and cashier’s offices, liaison offices and exchange offices to be opened temporarily for a period of no longer than forty-five working days, at places where fairs, conferences or exhibitions are held or to collect money or to conduct payment transactions, which shall be attached to one of the branches. It shall be at the discretion of banks to decide on what kinds of banking operations the branches will engage in.


2. It is obligatory for banks, pursuant to Article 9, paragraph (6), sub-paragraph (a) of the Act, to retain as own funds, one percent of the amount of minimum capital prescribed in Article 7, paragraph (2), sub-paragraph (d) of the Act, a requirement sought for establishment permission, for each branch excluding the central branch. According to Provisional Article 2, sub-paragraph (e), banks not having a capital resource of one percent of the amount of the minimum founding capital for each branch excluding the central branch, taking into consideration the number of existing branches, shall not be allowed to open new branches until they make up the deficiency in own funds. 


3. Banks shall on no account be allowed to open a new branch unless they meet the requirements of standard rates in force, even if they have adequate own funds, taking into consideration the number of existing resources. 


4. The Board may restrict or make subject to permission the opening of a branch by banks, as and when it deems necessary.


5. Banks having adequate own funds, taking into consideration the number of existing branches, which meet the requirements of standard rates currently in force and on which no restrictions have been imposed in connection with opening a branch shall be at liberty to open branches provided that they retain, as own funds, an additional amount of one percent of the minimum founding capital for each new branch to be opened as prescribed by Article 7, paragraph (2), sub-paragraph (d) of the Act, that they notify the Agency of the branch to be opened, at least thirty working days in advance, and that no negative opinion is given by the Agency further to an evaluation to be made about own funds and standard rates. The Agency shall be notified of the address of a branch opened, within fifteen working days following the date of opening. It is obligatory to enclose with such notifications to be sent a document indicating that the obligation to pay charges for financial operation permission has been fulfilled as per Charges Act. 


Banks having own funds in excess, taking into consideration the number of existing branches shall take into account these amounts for new branches they will open. 


6. The moving of a bank branch located in a certain province to another province shall be subject to the rules of new branch opening. No prior permission is required to be received for the moving of a branch within the boundaries of the same province, changing of its name, amalgamation or closure of branches. However, the Agency should be informed of the moving of a branch, changing of its name, merger or closure of branches within fifteen working days from the consummation of transactions relating thereto. 


7. Branches opened in free zones by banks operating in Turkey, and branches to be opened in Turkey by banks incorporated abroad other than their first branch shall be subject to the rules governing the opening of branches at home. 


Opening of Branches or Representative Offices, Forming of or Participating in Partnerships Abroad by Banks Incorporated in Turkey


Article 12 - Opening of branches or representative offices, forming of or participating in partnerships abroad by banks incorporated in Turkey shall be subject to the permission of the Board. Applications to receive permission shall be filed with the Agency accompanied by a report including a detailed statement of reasons for opening a branch or representative office, forming or participating in a partnership abroad. Applications to be made by banks failing to meet the requirements of standard rates currently in force, having inadequate own funds considering the number of existing branches, or those on the organisation of which restrictions have been imposed shall be rejected. 


Demands made for forming a partnership or participating in a partnership already formed abroad shall be evaluated by taking into account also the applicability of rules and procedures relating to consolidated inspection and supervision. 


It is obligatory on banks to retain an additional capital resource in the amount of one percent of the minimum founding capital as prescribed in Article 7, paragraph (2), sub-paragraph (d) of the Act, for each branch to be opened abroad. 


Opening of Representative Offices in Turkey by Banks Incorporated Abroad


Article 13. Opening of Representative Offices in Turkey by Banks Incorporated Abroad, provided that no deposits are taken and no banking transactions are conducted, shall be subject to the permission of the Board. 


Banks filing an application to open a representative office should be of a sound financial standing; the amount of own funds retained at their head office as of the date of application should not be less than the amount of minimum paid up capital required to be possessed by banks to be established in Turkey; there should be no restrictions on the operations of such banks and such banks should have been operating for at least three years.  


The following documents should be enclosed with the applications to be filed with the Agency to open a representative office in Turkey by banks established abroad;


a) a report drawn up by an authorised independent auditor about balance sheets, activity reports and financial statements substantiating that the bank has been operating for at least three years,


b) a document obtained from relevant competent authorities indicating that the bank is not prevented from taking deposits or conducting banking transactions and that no restrictions have been placed on its operations in the country where the bank is established or has been operating,


c) copy of the decision rendered by its authorised boards on opening a representative office in Turkey,


d) a detailed report indicating the reasons for opening a representative office in Turkey including the type and extent of transactions conducted with banks and other natural person and  legal entities domiciled in Turkey,


e) a report drawn up about the bank by an internationally recognised rating company, including also the rating envisaged,


f) information and documents about the organization and organisational structure of the bank outside the country where it is established and about its operations in international financial markets,


g) detailed curricula vitae of representatives to be appointed, including information about whether they have assumed duties in a financial institution in the last ten years.

PART THREE

Appointment of a General Manager and Assistant General Managers, Oaths and Declaration of Properties


Notifications About the General Manager and Assistant General Managers


Article 14 – 1. Information and documents specified in paragraphs (2) and (3) herein, about persons to be appointed as the general manager or assistant general managers of the Bank should be presented to the Agency before such appointment.


2. For nationals of the Republic of Turkey;


a) A document to be obtained from a Basic Commercial Court that they are not bankrupt, and from an Enforcement Court that they have not entered into composition with creditors, 


b) A record of convictions to be requested from the Directorate General of Judicial Records and Statistics or Public Prosecutor’s Office by presenting a petition to be prepared according to the sample document in (Annex 3), including copies of archives entries, which will be presented to the Agency, 


c) a copy of the identity card certified by a notary public,


d) a detailed curriculum vitae,


e) a copy of diploma in graduate and post-graduate studies if any,  


3. For foreign nationals;


a) certified copies of documents to be obtained from competent authorities of the respective country indicating that they have not gone bankrupt or entered into composition with creditors,


b) certified copies of records of convictions to be obtained from competent authorities of the respective country, 


c) a copy of the passport certified by a notary public,


d) a detailed curriculum vitae,


e) a copy of diploma in graduate and post-graduate studies if any.


4. These appointment transactions may proceed unless any negative opinion including a statement of reasons to be given by the Agency within seven working days from the working day following the transfer of all documents mentioned above to the Agency.


Oaths 


Article 15 – The chairman and members of boards of directors of Banks, and the chairman and members of the board of directors of central branches in Turkey of banks established abroad are required to take an oath after they are elected or appointed and before they hold office. The general manager who is an ex officio member of the board of directors and those who will act for the general manager in his/her absence are required to take an oath. The oath will be taken before a commercial court having jurisdiction in the place where the head office of the bank or in case of a bank established abroad, its central branch in Turkey is situated, by stating the following words “I take an oath upon my honour and dignity that I shall perform my duty at ……… Bank in a fully conscientious and honest manner, that I shall not act and cause others to act in violation of legislation”.


A copy of the document issued by the Court shall be delivered by the bank to the Agency no later than within seven working days.


If those who have taken an oath are re-elected or re-appointed to an office subject to oath in the same bank, they shall not be required to take an oath once more.     


Declaration of Property


Article 16 – 1. Chairman and members of board of directors and auditors of a bank with private capital, and chairman and members of the board of directors of branches in Turkey opened by banks established abroad, general managers, assistant general managers, and officials of the latter granted authorisation to sign to the first degree who are regional directors, branch directors and administrators of sections, departments, groups and units attached to an assistant general manager that operate under similar titles within the central organisation of the general management are obliged to make a declaration of property as specified below according to rules and procedures laid down in Act No. 3628 on Declaration of Property, and Combat Against Bribery and Corruption and in pertinent legislation. 


a) Declarations of property shall be presented in one copy in a sealed envelope marked “confidential”, to the general management of banks within one month from the date of taking office or of resigning from office. The rules and procedures laid down in Act No. 3628 and in legislation pertaining to this Act shall be applicable to additional declarations of property and renewal of such declarations. Declarations of property made by the chairman and members of the board of directors, auditors, and chairman and members of the board of directors of branches in Turkey, general managers and assistant general managers shall be enclosed with a list and delivered to the Agency at the end of the month following the date on which such declarations are submitted. Declarations of property made by other officials shall be kept at such units of banks which are in charge of personnel affairs to be made available to the Agency on demand and as per pertinent legislation.


b) In the event of failure to make a declaration of property in a timely manner, banks shall notify the matter and known addresses of those concerned to the Agency for necessary action to be taken.


c) Employees of public banks shall make a declaration of property as specified in Act No. 3628. 

PART FOUR

Delegation of the Authority to Extend Credits; Composition, Operation and Decision Taking Procedures of the Credit Committee

Delegation of the Authority to Extend Credits

Article 17 – The authority to extend credits is mainly vested in the board of directors. The board of directors may delegate this authority to a credit committee to be set up or to the general management. A written suggestion by the general management shall be sought in the extension of a credit or delegation of authority by the board of directors. In case of credits for which it is necessary to receive a statement of account, financial analysis and investigation reports about those demanding a credit are required to be enclosed with the suggestion put froward by the general management about extension of credit. 

In determining the limits of a credit to be given to natural persons or legal entities, the board of directors may delegate the authority to give credit to the credit committee if the amount of credit is no more than ten percent of own funds, and to the general management if the amount thereof is no more than one percent of own funds. The General Management may exercise the authority to give credit delegated to it also through regional directorates or branches. 

This authority should have been delegated in writing by the board of directors before the extension of the credit, specifying clearly and in detail the extent and limits of the credit including the amount and type of credit, guarantee to be provided and other matters required to be established customarily in the extension of credits.

Composition of the Credit Committee

Article 18 -  A credit committee may be set up in banks to perform the duties to be given in connection with credits, which shall be composed of the general manager or his/her acting officer and at least two members who shall meet the requirements except experience condition sought in the general manager and who shall be elected from among the members of the board of directors by the latter. Two substitute members shall be elected from among the members of the board of directors meeting the requirements except experience condition sought in the general manager, to perform duties in lieu of the member of the credit committee who shall be absent at any meeting. The members and substitute members of the credit committee shall be elected by an affirmative vote of at least three-fourths of the members of the board of directors.

The Board of directors set up at foreign banks operating in Turkey by opening a branch shall at the same time discharge the duties of the credit committee. 

Meetings of the credit committee shall be held with the participation of all members. 

Operating Procedures of the Credit Committee

Article 19 – Decisions taken unanimously by the credit committee shall be implemented directly, and those taken by a majority of votes shall be implemented after being approved by the board of directors. 

The agenda of the committee meeting shall be drawn up by the general manager. The credit committee shall call for a written suggestion by the general management in extending a credit. Suggestions to be made in case of credits for which it is necessary to receive a statement of account, financial analysis and investigation reports about those demanding a credit are required to be enclosed with such suggestion. 

The board of directors shall be responsible for inspecting the operations of the credit committee. Each member of the board of directors shall have power to demand any information from the credit committee about the operations of the latter and to make any inspections as it shall deem necessary.

Decisions taken by the credit committee shall be entered in the resolution book. The credit committee shall keep such book according to the rules and procedures applicable to the resolution book of the board of directors. 

PART FIVE

Connected lending, Indirect Participating Interests, The Rates at Which Cash Credits, Non-Monetary Credits, Futures Transactions and Options Contracts and Similar Other Contracts are Taken into Account in Determining Exposure Limits, Rules and Procedures of Applying Exposure Limits According to Consolidated Basis, Inter-Bank Transactions which are not Subject to Exposure Limits


Connected lending, Indirect Participating Interests


Article 20 – 1. In calculating the exposure limit to a natural person or legal entity notwithstanding any exposures to their favour, any natural person and  legal entities between whom there is a connection as specified below shall constitute a risk group for the bank, with respect to connected lending, in the application of the act.

a) any natural person, his/her spouse and children,

b) any partnership, the capital or management of which is controlled directly or indirectly by persons specified in sub-paragraph (a) above or any legal person together or individually, or in which these persons participate, assuming unlimited liability, or in which persons specified in sub-paragraph (a) above hold office as a chairman or member of the board of directors or as a general manager,

c) any natural person and  legal entity between whom no connection exists as specified above, but a guarantee or other relation exists to such an extent that the insolvency of any one of them results in the insolvency of one or more of the others.

2. The persons specified below shall be considered to constitute a risk group which also includes the bank mentioned below;

a) direct or indirect shareholders holding directly or indirectly ten percent or more interest in the bank’s capital of a bank,

b) any partnership, the capital or management of which is controlled directly or indirectly by those specified in sub-paragraph (a) above and the bank together or individually, or in which they participate assuming unlimited liability, or in which any real person out of those specified in sub-paragraph (a) above holds office as a chairman or member of the board of directors or as a general manager,

c) any natural person and  legal entity who has a guarantee relation or a connection with those specified in sub-paragraph (a) above or with the bank to such an extent that the insolvency of any one of them results in the insolvency of one or more of the others.

3. Any bank the majority of the capital of which is owned individually or together by the Treasury or the Privatisation Administration or banks with general or annexed budget shall, together with any partnership, the capital, inspection and management of which is controlled directly or indirectly by such bank, constitute a risk group.

4.   Public Economic Enterprises other than Banks or other public institutions and enterprises the majority of whose shares are held by The Privatisation Administration shall, together with subsidiaries, participations and enterprises the capital, inspection and management of which is governed by them, constitute a risk group.

5. If there shall be any hesitation about whether or not any natural person or legal entity can be included in any risk group as defined herein, the Agency should be approached to express its opinion. 

6. In calculating the maximum exposure limit to any natural person or legal entity, the total amount of exposures directly to each of the natural person and legal entities constituting the risk group shall be considered to have been exposed to any one of the natural person or legal entities included in this risk group. Any aval or guarantee received by banks for an exposure  to any natural person and legal entity included in this risk group and other natural person and  legal entities in the same risk group shall not be taken into account in calculating the limit of connected lending. 

7. As the definition of exposure as contained in Article 11, paragraph (1) of the Act covers also partnership shares, indirect partnership share or indirect participation shall mean that all direct partnership or participation investments made by the bank in each of the partnerships included in a risk group are made indirectly in any partnership included in this risk group. 

8. Control by any natural person or legal entity of the capital or management of another legal person directly or indirectly, shall be determined according to the provisions of Article 9, paragraph (3) of this Regulation. 

9. Any indirect ownership of shares shall be determined according to Article 9, paragraph (1), sub-paragraph (b) of this Regulation. 

10. Provisions relating to transactions which shall not be subject to limitations and those relating to rates of taking into account as specified in Articles 21, 23 and 24 of this Regulation relying upon Article 11, paragraphs (3) and (5), and paragraph (6), sub-paragraph (c) of the Act shall be reserved. 

The Rates at Which Non-Monetary Credits, Futures Transactions and Options Contracts and Similar Other Contracts shall be Taken into Account; Rules Applicable to the Taking Into Account of Partnership Shares

Article 21 – In applying the exposure limits set out in the Act;

1.a) non-monetary exposures against securities issued or the payment of which is guaranteed by any bank operating in Turkey, or those provided based on the counter-guarantee of such banks, which are not covered by sub-paragraph (b) shall be taken into account at the rate of twenty-five percent,

b) any other security or guarantee given to provide cash shall be taken into account at the rate of hundred percent,

c)  other non-monetary exposures shall be taken into account at the rate of fifty percent,

2. The amount payable by the other party in futures transactions and option contracts and similar other contracts shall be taken into account so as to be transformed into a credit as specified in the table below, depending on the type of contract and initial maturity date of the agreement. 

	INITIAL MATURITY DATE

(Maturity Date Set Out in the Contract)
	Contracts on Interest Rates
	Contracts on Foreign Currency Rates and Gold

	with a maturity of up to two weeks
	0 %
	0 %

	with a maturity of one year and less
	0.5 %
	2 %

	with a maturity of one year up to two years
	1 %
	5 %

	for each additional year after two years
	1 %
	3 %


   
3. In calculating exposure limits, partnership shares shall be taken into account at cost prices. Shares held for a period of no longer than five working days for the purpose of buying and selling shall not be taken into account in calculating exposure limits. 


4. The stipulations made in Article 23 of this Regulation about the rates at which transactions relating to central administrations, central banks and credit institutions of foreign countries shall be taken into account, relying upon Article 11, paragraph (5) of the Act shall be reserved. 


Calculation of Exposure Limits on Consolidated Basis


Article 22 – 1. Exposure limits set out in Article 11 of the Act shall also be calculated and applied on a consolidated basis according to the procedure specified in this Article, by banks on which it is incumbent to prepare consolidated financial statements and which qualify as a parent corporation as per the regulations put into effect pursuant to the Act. 


2. Consolidated exposure limits shall be calculated as of such periods for which a consolidated financial statement is prepared, by taking into account the amount of consolidated own funds calculated according to Article 4 herein, as items which come under the scope of transactions considered as an exposure as specified in Article 11, paragraph (1) of the Act and which are included in balance sheet accounts and off balance sheet accounts of the bank qualifying as a parent corporation and of each partnership included in the financial institutions community subject to consolidation. Factoring receivables of financial institutions other than banks which are subject to consolidation, and items relating to various loans and amounts lent by them shall qualify as cash loans. 


3. In calculating connected lending limits on a consolidated basis, all debts and liabilities as specified in paragraph (2) herein of any natural person and legal entity included in the risk group definition given in Article 20 herein towards all partnerships included in the financial institutions community subject to consolidation shall be taken into account.


4. For the purpose of calculating connected lending limits on a consolidated basis, the definition given in Article 20, paragraph (2) herein shall be applied as “the risk group which also includes the financial institutions community”, by taking into account the bank qualifying as a parent corporation and each partnership included in the financial institutions community subject to consolidation.


5. If the exposure limits of any bank which is obliged to calculate and apply exposure limits on a consolidated basis are excessive, the amount in excess to be taken into account in applying the provisions of the Act shall be the limit calculated according to a consolidated or an unconsolidated basis, whichever is in excess, and if both are in excess, shall be the one which is higher.


6. Provisions relating to transactions which shall not be subject to limitations and rates to be taken into account as established in Articles 21, 23 and 24 herein relying upon Article 11, paragraphs (3) and (5), and paragraph (6), sub-paragraph (c) shall be reserved.


Extent to which Transactions Relating to Central Administrations, Central Banks and Credit Institutions of Foreign Countries are Taken into Account


Article 23. In applying the exposure limits set out in the Act;


1. The following transactions shall be taken into account to the extent of zero percent;


a) exposures to central administrations and central banks of OECD member countries,

b) exposures against securities issued or other guarantees given by central administrations and central banks of OECD member countries,

c) exposures to the European Central Bank, and exposures against securities to be issued or guarantees to be given by this bank, 


2. The following transactions shall be taken into account to the extent of twenty  percent;


a) exposures to be extended to central administrations and central banks of other foreign countries with the same rating as a country classified as first class in the annex (Annex: 7) hereto, 


b) exposures against securities issued or other guarantees provided by central administrations and central banks of other foreign countries with the same rating as a country classified as first class in the annex (Annex: 7) hereto, 


c) participating in the securities issued or other forms of borrowings by “Multilateral Banks and Financial Institutions” which have the credit rating classified as first class in the annex (Annex:7) hereto, 


d) exposures to be extended against guarantees to be provided by “Multilateral Banks and Financial Institutions” which have the credit rating classified as first class in the annex (Annex:7) hereto,


e)  exposures to be extended to credit institutions which have their head office in OECD member countries and which have the credit rating classified as first class in the annex (Annex:7) hereto, 


f) exposures to be extended against guarantees to be provided by credit institutions which have their head office in OECD member countries and which have the credit rating classified as first class in the annex (Annex:7) hereto, 


g) exposures to be extended against securities issued by the guarantee provided by credit institutions which have their head office in OECD member countries and which have the credit rating classified as first class in the annex (Annex:7) hereto,


3. The following transactions shall be taken into account to the extent of fifty  percent;


a) exposures to be extended to central administrations and central banks of foreign countries which have the credit rating classified as second class in the annex (Annex:7) hereto,


b) exposures to be given against securities issued or other guarantees provided by central administrations and central banks of other foreign countries having the same rating as a country classified as second class in the annex (Annex: 7) hereto, 


c) exposures to be extended to credit institutions which have their head office in other foreign countries and which have the credit rating classified as first class in the annex (Annex:7) hereto,


d) exposures to be extended against guarantees to be provided by credit institutions which have their head office in other foreign countries and which have the credit rating classified as first class in the annex (Annex:7) hereto,


e) exposures to be extended to credit institutions which have their head office in OECD member countries and which have the credit rating classified as second class in the annex (Annex:7) hereto, 


f) exposures to be extended against guarantees to be provided by credit institutions which have their head office in OECD member countries and which have the credit rating classified as second class in the annex (Annex:7) hereto, 


g) exposures to be extended against securities issued with the guarantee provided by credit institutions which have their head office in OECD member countries and which have the credit rating classified as second class in the annex (Annex:7) hereto,


4. The following transactions shall be taken into account at the rate of eighty  percent;


a) exposures to be extended to central administrations and central banks of foreign countries having the same credit rating with a country classified as third class in the annex (Annex:7) hereto,


b) exposures to be given against securities issued or other guarantees provided by central administrations and central banks of other foreign countries having the same rating as a country classified as third class in the annex (Annex: 7) hereto, 


c) exposures to be extended against securities issued by the guarantee of credit institutions which have their head office in other foreign countries and which have the credit rating classified as first class in the annex (Annex:7) hereto,


d) exposures to be extended to credit institutions which have their head office in other foreign countries and which have the credit rating classified as second class in the annex (Annex:7) hereto,


e) exposures to be extended against guarantees to be provided by credit institutions which have their head office in other foreign countries and which have the credit rating classified as second class in the annex (Annex:7) hereto,


f) exposures to be extended to credit institutions which have their head office in OECD member countries and which have the credit rating classified as third class in the annex (Annex:7) hereto, 


g) exposures to be extended against guarantees to be provided by credit institutions which have their head office in OECD member countries and which have the credit rating classified as third class in the annex (Annex:7) hereto, 


5. The following transactions shall be taken into account to the extent  of one hundred and fifty percent;


a) exposures to be extended to any bank or credit institution having its head office in off-shore banking zones, or given against securities issued or guarantees provided by the same, or offered against securities issued by the guarantee of the same,


b) cash loans extended to foreign banks or credit institutions, for the repayment of which conditions other than maturity has been imposed, and those extended to be used by a certain natural persons or legal entities or a risk group, or those given to constitute the guarantee of credits to be used by the same,

c) reciprocal transactions,

6. Transactions other than those specified in the first five paragraphs shall be taken into account at the rate of one hundred percent.

7. Non-monetary exposures, futures transactions and option contracts and similar other contracts covered by this Article shall be weighted separately at the rates set out herein after applying the rates taken into account as specified in Article 21. 

8. If exposure limits shall be exceeded due to the withdrawal or decreasing of a rating awarded by an international credit rating institution and if such excess shall not be eliminated by the withdrawal of demand loans extended, then time loans may be maintained until the expiration of the maturity of securities, deposits and other loan accounts, provided that no additional use or extension of maturity is allowed.

9. It is incumbent on the banks to provide, follow up and keep all information and documents relating to transactions, about the soundness of which there is no doubt and which benefit from the provisions of this Article. The liability to prove that the transactions so conducted are eligible to benefit from privileged rates specified in this Article shall be assumed by banks. 


Inter-Bank Transactions not Subject to Exposure Limitations


Article 24 – The transactions specified below shall not be subject to the exposure limitations set out in Article 11 of the Act;


1. demand loans and time loans with a maturity of up to one month which have not been prolonged, excluding those extended for the purpose of providing a guarantee or making a pledge or to be used by a certain natural person or legal entity or a risk group,

2. credits extended to Türkiye İhracat Kredi Bankası A.Ş. (“Export Credit Bank Co., Inc. of Turkey”).

PART SIX

STATEMENT OF ACCOUNTS

Receiving a Statement of Account

Article 25 – Banks are required to receive a statement of accounts for any exposure they will extend and any security or guarantee they will provide, except for the transactions listed below;

a) Transactions in an amount not exceeding fifty billion Turkish Liras,

b) transactions to be conducted with departments with general and annexed budgets, their subsidiaries and local administrations, excluding Public Economic Enterprises, undertakings attached to them, subsidiaries and participations of PEEs,

c) transactions conducted with central administrations and central banks of foreign countries or those conducted against bills and bonds issued or guaranteed by the same,

d) exposures given against cash, deposits and gold pledge,

e) transactions conducted against bills and bonds issued or guaranteed by the Treasury, Privatisation Administration and Housing Authority, 

f) transactions conducted with the Central Bank of the Republic of Turkey or on the market in the presence of the same,

g) securities acquired from stock exchanges or second markets for the purpose of trading to evaluate excess fund with a very short maturity,

h) shares purchased from organised stock exchanges or acquired against receivables,

i) any demand transaction or time transaction with a maturity of up to one month conducted between domestic banks, and any security or guarantee to be provided based on the counter-guarantee of these banks,   

j)any transaction conducted with a credit institution which has its head office in OECD member countries and which has a credit rating classified as second class in the annex (Annex:7) to this Regulation, the total exposure risk of which does not exceed five million US Dollars before the bank according to calculations to be made taking into account paragraphs (3) and (5) of Article 11 of the Act relating to the rates at which exposures are to be taken into account; and any security or guarantee to be provided based on the counter-guarantee of such credit institutions.

A statement of account shall be received within six months following the accounting period each year as long as a credit is used.  

Documents to be Accepted in Lieu of a Statement of Account

Article 26 – Banks will accept the following documents in lieu of a statement of account, for any credit to be extended and security or guarantee to be provided;

a) balance sheets, profit-loss statements and financial statements enclosed therewith, including footnotes, which will be issued as per special legislation or accounting systems which banks, credit institutions, insurance companies and other financial institutions are subject to,

b) balance sheets, profit-loss statements and financial statements enclosed therewith, including footnotes, which will be issued as per capital market legislation by partnerships, the securities of which have been offered to the public, and capital market intermediaries,

c) balance sheets, profit-loss statements and financial statements enclosed therewith, including footnotes, to be issued by persons other than those specified in (a) and (b) above, who are resident in Turkey, pursuant to the “Accounting System Application Communiqué” issued by the Ministry of Finance relying upon the Act on Tax Procedures, and by persons resident abroad pursuant to the foreign legislation they are subject to, in conformity with  international standards, all to be presented together with an introductory information form to be filled in according to the sample document in Annex:8. This form shall not be presented for partnership shares. In case of investments to be made in securities to be issued by public offering, it shall be sufficient to keep the circular published for depositors in lieu of these documents.

In case of transactions other than those relating to commercial credits, natural persons shall be required to submit documents showing their identity and income as enclosed with a statement of account to be prepared according to the sample document in Annex:9 hereto. 

Statement of accounts to be presented by persons resident in Turkey shall have been signed by competent persons authorised to do so, and financial statements to be presented by persons resident abroad, the total exposure risk for the bank of whom exceeds five hundred thousand US Dollars according to a calculation to be made by taking into account paragraphs (3) and (5) of Article 11 of the Act on rates at which exposures are to be taken into account, which persons have a credit rating of less than those classified as minimum second class in the annex (Annex:7) hereto shall have been approved by independent auditing companies authorised according to the legislation of respective countries or operating at international level. Independent auditor’s reports shall be presented within six months following the accounting period every year so long as a credit relation continues. 

Inspection of Statement of Accounts

Article 27 – If the amount of any credit to be extended and security or guarantee to be provided to clients other than banks, institutions and partnerships the majority of the capital of which is owned by departments with general and annexed budget, public economic enterprises and agencies covered by Act No. 3291 dated 28/5/1986 exceeds two trillion Turkish Liras, the compliance of the statement of account to be presented and the balance sheet and profit-loss statement enclosed therewith, with the provisions of the relevant  legislation, accounting principles and accounting standards applied in Turkey should be inspected by professionals authorised to conduct inspections and licensed as per Act No. 3568. 

The provisions of Act No. 3568 on operating rules and procedures for inspections shall be applicable to the scope of and rules to be followed during such inspections. 

Inspection of Statement of Accounts, Inspection Report and Other Issues

Article 28 – The inspection shall be conducted after a report is drawn up according to the rules set out in (Annex:10), by making an annotation on the statement of account and the balance sheet and profit-loss statement enclosed therewith that these documents have been issued in compliance with the provisions of the relevant legislation, accounting principles and accounting standards applied in Turkey. The professional conducting the inspection shall write his/her name and title and affix his/her signature under the annotation in question.   


Should it be found out that balance sheets and profit-loss statements have not been drawn up according to the accounting principles and accounting standards applied in Turkey, the inspection report may be conditional pursuant to the implementation provisions of Act No. 3568. 


The professionals who will perform the inspection should be included in the list of practising professionals published by the Union of Chambers of Freelance Accountants, Financial Advisors and Chartered Financial Advisors of Turkey. 


Anything relating to inspections not contained herein shall be subject to the provisions of Act No. 3568 and legislation relating to that Act. 

PART SEVEN

Commodities and Real Estate Acquired on Account of Claims


Disposal of Commodities Acquired on Account of Claims


Article 29 – Banks are obliged to dispose of the commodities they have had to acquire on account of their claims, within three years from the date of acquisition. The Agency may extend this period if documentary evidence is furnished that disposal within such period is impossible or will cause the bank to incur heavy losses or if there are justifiable reasons. 


Should it be proved by the Bank that the commodities in question have no economic value and that their disposal is virtually impossible, the Agency may lift the obligation to dispose of these assets. 


Disposal of Real Estate Acquired on Account of Claims


Article 30 – Banks shall dispose of that portion of the real estate they had to acquire on account of their claims which exceeds the limit specified in Article 12, paragraph (2) of the Act, within three years from the date of acquisition. The Agency may extend this period if documentary evidence is furnished that disposal within such period is impossible or will cause the bank to incur heavy losses. 


If the limit set out in Article 12, paragraph (2) of the Act is exceeded because of the real estate that the Bank had to acquire on account of its claims, the provisions of Article 21, paragraph (1), sub-paragraph (i) of the Act shall not be applied during the acquisition period. 


Extension of the Time Required to Dispose of Commodities and Real Estate


Article 31 – An application should be filed with the Agency for an extension of time, if the Bank considers that the disposal of commodities or real estate that the Bank had to acquire on account of its claims, within the periods of time specified in Articles 29 and 30 herein, is impossible or will cause the Bank to incur heavy losses. Any application to request time extension shall be made one month in advance of the end of the three years period or any additional time granted accompanied by information and documents about the following;

a) acquisition date and acquisition (cost) price of commodities or real estate,

b) notices of sale (efforts should be made for selling such property by placing public notices at least twice in the three years’ period, being the period of disposal of commodities, at least twice every year for real estate, and three times in the third year.), 

c) other selling price set for the real estate (estimated price together with an expert’s report),

d) current value of commodities, 

e) number of those desiring to buy the commodities or real estate in question and the highest price offered in the effort made to sell such properties, 

f) the following prices of the assets acquired on account of claims, to be used solely to determine the selling price specified in this paragraph,


fa) in case of vacant plot and land, the selling value of equal composed of the total amount of the cost price of the real estate and increase of value to be calculated at this price on the basis of the wholesale prices index for the period that elapses until the time of sale, 


fb) in case of other real estate, the selling value of equal to be found by adding to the cost price of the real estate the increase of value to be calculated at this price on the basis of the revaluation rates announced by the Ministry of Finance every year for the period that elapses until the time of sale and by deducting the amount of depreciation corresponding to this period.

If there shall be missing documents, an additional period of one month may be granted once to ensure that all documents are provided.

Requests made for extension by banks which are found to have failed to make necessary efforts and to exercise due care and those which have failed to make an application according to the provisions of this Regulation shall be rejected and action shall be taken pursuant to the relevant Article of the Act. 

PART EIGHT

Miscellaneous Provisions


Accounting and Record Keeping Procedures of Banks, Publication and Presentation of Financial Statements to Authorities Concerned


Article 32 – 1. It is incumbent on the banks to keep accounts in compliance with the regulations put into effect by the Agency as per Article 13 of the Act.


2. Banks are required to deliver to the Agency and to publish in the Official Gazette and in a newspaper published nationwide, within five months following the accounting period, a copy each of the year end balance sheets, annual profit-loss statements, cash flow statements, capital resource modification statements and profit distribution statements to be drawn up in the format of a table as set out in the regulations mentioned in paragraph (1), including the footnotes of these statements, together with auditor’s reports and reports of the board of directors. 


3. Banks operating by opening a branch in Turkey shall publish and deliver to the Agency pursuant to the provisions of paragraph (2), the year end balance sheets and annual profit-loss statements relating to their operations in Turkey, drawn up by the management centres in Turkey and signed by the board of directors, together with the balance sheets and annual profit-loss statements of their head office. 


4. Banks are required to include in the year end balance sheets and annual profit-loss statements to be published according to paragraphs (2) and (3) herein, the explanations and approval of an independent auditor about whether these comply with generally accepted accounting principles, in a manner conforming to the procedures set out in the Regulation put into effect as per Article 13, paragraph (2) of the Act.


5. Banks are required to deliver, within 30 days following the respective period, to the Agency and the Union of Banks of Turkey a copy each of the balance sheets, profit-loss statements, including footnotes, to be issued as of the end of each month, in the format of a table as required in the Regulations mentioned in paragraph (1), and to publish in the Official Gazette, within forty-five days following the respective period, those issued as of the end of the months of March, June and September. The Union of Banks of Turkey shall publish the financial statements delivered to it in a bulletin within fifteen days. 


Precious Metals Other Than Printed Gold and Gold Bullion that may be Bought and Sold by Banks


Article 33 – Banks may buy and sell silver and platinum traded in on the Precious Metals Exchange, the standards of which are established by notice by the Undersecretariat of the Treasury.


Issuance of Credit Cards to Employees of the Bank


Article 34 – The amount of credit that banks may allow the chairman and members of the board of directors to use with a credit card may not exceed thirty billion Turkish Liras. The amount of credit that may be used by other employees with a credit card is limited to half of the amount of cash loan that may legally be extended to them. The limits of additional credit cards to be issued to spouses and children of employees of the bank are included in the limits mentioned above. 


Deposits, Property Entrusted for Safekeeping and Receivables, the Statute of limitations of which is Completed


Article 35 – 1. The statute of limitations shall be deemed to have been completed for any deposit, property entrusted for safekeeping or receivable which has not been claimed by those entitled to the same after a lapse of ten years from the date of the last claim, transaction, or any written instruction of the depository.


2. It is incumbent on the banks to issue a warning by registered, return mail to those entitled to any deposit, property entrusted for safekeeping and receivables in an amount exceeding forty million Turkish Liras or the value of which is not known, three months before the expiration of the statute of limitations that the statute of limitations will expire. Any deposit, property entrusted for safekeeping or receivables, the statute of limitations of which has expired and which has not been claimed by those entitled to it within a period of three months, in spite of a warning issued in writing shall be forwarded to be credited to the account kept by the Fund in the Central Bank of the Republic of Turkey, together with a list to be compiled indicating the identity and address of those entitled, the amount thereof and any interest that has accrued, within the first three months of the calendar year following the date on which statute of limitations has expired. Banks shall notify the Fund of the situation by sending a list. 

3. Sample lists to be compiled for deposits, properties entrusted for safekeeping and receivables, the statute of limitations of which is completed shall be sent, and the accounts in which the same will be deposited or the manner in which these will be submitted and delivered shall be notified to the Banks by the Fund through the union of banks of Turkey.      

4. In case of accounts opened in the name of any person who has not attained majority, imposing a condition therein that payment be made only to that person, the statute of limitations shall start to run on the date such person attains majority.

Other Provisions 

Article 36 – 1. The Agency may increase the monetary amounts and limits set out herein in whole or in part, every year, upon a decision of the Board, provided that such increase does not exceed twice the amount of the annual percentage change in the wholesale prices index announced by the State Institute of Statistics. 

2. The Agency shall be authorized to regulate and govern the implementation of this Regulation in any issue not stated or not clearly specified herein by considering general provisions. 

Documents to be Obtained from Abroad

Article 37 – Documents to be obtained from abroad in connection with the applications to be made as specified herein shall be approved by competent authorities of the respective country and by the Turkish Consulate of Turkey in that country or according to the provisions of the Convention on the Lifting of the Obligation to Approve Official Foreign Documents drawn up within the framework of the Conference held in The Hague on Private International Law; and translations of such documents certified by a notary public shall be enclosed with the application.

Regulations To Become Null and Void

Article 38 – The following regulations which continue to be effective as per Provisional Article 2 of the Act, shall become null and void from the date of publication of this Regulation;

1. “Decision of the Council of Ministers, No. 90/999 dated 18/9/1990 on the Principles Applicable to the Establishment of Banks in Free Zones and Opening of Branches by Foreign Banks” published in the Official Gazette No. 20671 dated 20/10/1990, 

2. “Communiqué No.1 on the Decision of the Council of Ministers, No. 90/999 dated 18/9/1990 on the Principles Applicable to the Establishment of Banks in Free Zones and Opening of Branches by Foreign Banks” issued by the Ministry of State and published in the Official Gazette No. 20730 dated 19/12/1990, 

3. Regulations listed below as adopted by the Undersecretariat of the Treasury;

a) “Regulation on the Principles Applicable to the Establishment and Operation of Banks” published in the Official Gazette No. 22320 dated 21/06/1995, 

b) “Regulation on the Principles Applicable to the Opening of Branches by Banks” published in the Official Gazette No. 22320 dated 21/06/1995,

c) “Regulation on the Principles and Procedures of Certification by Sworn in Financial Advisers Pursuant to Article 46 of the Law” published in the Official Gazette No. 22229 dated 31/05/1995,

d) Provisions of Communiqués relating to Act No. 3182 which are contrary to this Regulation or which have been reformulated by this Regulation,

4. a) Decision No. 78 adopted by the Banking Regulation and Supervision Board on “Principles and Procedures Applicable to the Crediting to the Account of the Savings Deposits Insurance Fund the prescribed Deposits, Properties Entrusted for Safekeeping and Receivables Kept in Banks, the Statute of Limitations of Which is Completed” published in the Official Gazette No. 24232 dated 16/11/2000,

b) “Regulation on the Principles and Procedures Applicable to Applications to be Made to Receive Permission for the Establishment of Banks and Transfer of Shares” adopted by the Banking Regulation and Supervision Agencyand published in the Official Gazette No. 24235 dated 19/11/2000.

Provisional Article 1 – a) If any transaction conducted by banks, which is limited to a certain rate of own funds exceeds such limit as a result of the definition of own funds provided in this Regulation, banks shall bring their situation into conformity with the provisions of the legislation until 31/12/2003.  

b) In calculating exposure limits, partnership shares shall be taken into account at the rate of five percent in 2001, ten percent in 2002, twenty percent in 2003, thirty percent in 2004, forty percent in 2005, fifty percent in 2006, sixty percent in 2007, seventy-five percent in 2008, ninety percent in 2009 and hundred percent as of 1/1/2010. 

c) In calculating exposure limits, futures transactions and option contracts and other similar contracts shall be taken into account starting from 1/1/2002.

d) If the total amount of exposures extended by a bank to a risk group exceeds the limitations set out in the Act as a result of the definition of connected lending provided in Article 20 of this Regulation, then such bank may on no account extend any new exposures to  natural persons and  legal entities included in that risk group. The amount of total exposures extended to a risk group which becomes excessive each year as a result of the definition of connected lending provided in Article 20 of this Regulation, shall, starting from 1/1/2002, be extinguished until 31/12/2006 by paying off twenty percent of such amount in the first year, thirty percent in the second year, fifty percent in the third year, seventy percent in the fourth year and hundred percent in the fifth year.

e) If the amount of participation by any bank is below the rates specified in Article 12, paragraph (1), sub-paragraph (a) of the Act, as of the date on which this Regulation enters into force, then this bank may on no account exceed these rates. If, as of the same date, the amount of participation by any bank exceeds one of the rates  specified in the Act, then the amount in excess shall be extinguished by that bank by paying off twenty-five percent of such amount by the end of 2003, fifty percent by the end of 2005, seventy-five percent by the end of 2007 and hundred percent by the end of 2009.   

Provisional Article 2 – The provisions of the “Regulation on the Principles Applicable to Independent Institutions which will Conduct an Audit in Banks” and “Accounting Standards to be Applied by Banks, Uniform Accounting Plan and Explanation Thereof” that are currently effective will be further applied until necessary regulations are adopted by the Agency.

Provisional Article 3 – a) Own funds specified in Article 4 herein shall be calculated as of the end of the months of June, September and December until 1/1/2002. Banks may begin calculating own funds monthly in the year 2001 provided that they shall implement it continuously and report to the Agency.

b) Any bank which is obliged to issue consolidated financial statements shall, starting from 1/1/2002 until the provisions of Article 22 herein enters into force, present to the Agency the exposure limits to be calculated according to the said Article, in accordance with the sample report and as of the periods to be determined by the Agency. 

Entry into Force

Article 39 – The provisions of Article 22 of this Regulation on the application of exposure limits on a consolidated basis shall enter into force on 1/1/2004, the provisions of Article 32, paragraph (5) shall enter into force on 1/1/2002 and other provisions shall enter into force on the date of publication of this Regulation. 

Enforcement

Article 40 – The provisions of this Regulation shall be enforced by the Banking Regulation and Supervision Agency.     

ANNEX-1

                   Declaratıon for bank founders/share assıgnees

(Corporate bodies)
	CORPORATE BODY’S:




	
	

	TRADENAME




:
	
	

	HEAD OFFICE & DATE OF ESTABLISHMENT
:
	
	

	CAPITAL
(with explanation)
	
	

	ADDRESS




:
	
	

	FIELD OF ACTIVITY



:
	
	

	Some balance sheet fıgures FOR the LAST FIVE YEARS (tl BILLION)

	YEARS
	NET PROFIT (LOSS) (1)
	OWN FUNDS
	TOTAL ASSETS

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	
	
	
	

	PARTICIPATIONS/SUBSİDİARİES (2)

	
	TRADENAME OF COMPANY
	FIELD OF ACTIVITY
	CAPITAL
	AMOUNT OF SHARE

	1
	
	
	
	

	2
	
	
	
	

	3
	
	
	
	

	4
	
	
	
	

	5
	
	
	
	

	6
	
	
	
	

	7
	
	
	
	

	8
	
	
	
	

	IMMOVABLES OWNED (3)

	
	PLACE
	TYPE
	DRAWING NO
	CITY BLOCK NO.
	PARCEL NO.
	ENCUMBRANCES

	1
	
	
	
	
	
	

	2
	
	
	
	
	
	

	3
	
	
	
	
	
	

	4
	
	
	
	
	
	

	5
	
	
	
	
	
	

	6
	
	
	
	
	
	

	7
	
	
	
	
	
	

	8
	
	
	
	
	
	

	
	MOVABLES (DETAILED) (4) (5)
	
	

	


	DETAILED BREAKDOWN OF RESOURCES ALLOWING TO MEET THE CAPITAL SUBSCRIBED

	1
	

	2
	

	3
	

	4
	

	5
	

	BANKS WORKED WITH

(6) (7)
	1
	2
	3
	4
	5

	NAME OF BANK
	
	
	
	
	

	NAME OF BANK BRANCH
	
	
	
	
	

	DEPOSITS (TL BILLION)
	
	
	
	
	

	
TIME
	
	
	
	
	

	
SIGHT
	
	
	
	
	

	CREDIT (TL BILLION)
	
	
	
	
	

	
AMOUNT
	
	
	
	
	

	
SECURITY
	
	
	
	
	

	
TYPE
	
	
	
	
	

	
TENOR
	
	
	
	
	

	
	6
	7
	8
	9
	10

	NAME OF BANK
	
	
	
	
	

	NAME OF BANK BRANCH
	
	
	
	
	

	DEPOSITS (TL BILLION)
	
	
	
	
	

	
TIME
	
	
	
	
	

	
SIGHT
	
	
	
	
	

	CREDIT (TL BILLION)
	
	
	
	
	

	
AMOUNT
	
	
	
	
	

	
SECURITY
	
	
	
	
	

	
TYPE
	
	
	
	
	

	
TENOR
	
	
	
	
	

	LIABILITIES TO NATURAL PERSON AND  LEGAL ENTITYS OTHER THAN BANKS (8)

	
	NAME OF CREDITOR
	CLAIM

	
	
	TYPE
	AMOUNT
	MATURITY

	1
	
	
	
	

	2
	
	
	
	

	3
	
	
	
	

	4
	
	
	
	

	5
	
	
	
	

	MAJOR WORKS REALIZED EARLIER IN ITS FIELD OF ACTIVITY

	


	WHETHER LEGAL PROCEEDINGS HAVE BEEN INITIATED FOR THE CREDITS UTILIZED IN THE LAST FIVE YEARS FROM DOMESTIC OR OVERSEAS BANKS BY REAL AND LEGAL PRESONS OWNING OVER 10 % OF THE COMPANY OR CAPITAL OF THE COMPANY

	Detaıled explanatıon about the major legal dısputes the company ıs presently ınvolved ın:







SIGNATURE
:


DATE
: ……./…../……

EXPLANATIONS

:

(1)
The amount left after tax provisions have been set aside shall be written.

(2)
This box shall be completed if the participation ratio is 5 % or more of the capital of the company participated in.

(3) All immovables owned, along with their incumbrances, if any, shall be written in this box.

(4) Bonds, bills, gold, precious stones and metals etc., along with their incumbrances, if any, shall be written in this box.

(5) Share certificates belonging to participations shall be excluded.

(6) If more than one type of credit is being utilized from the same bank, they shall be shown separately.

(7) If several branches of the same bank are being worked with, they shall be shown separately.

(8) Liabilities amounting to 5 % or more of the capital of the company shall be written.


Sums insured for the insured assets shall be indicated separately.

NOTE: If the spaces allocated in the form prove insufficient, additional form may be used.

ANNEX: 2
DECLARATION FOR BANK FOUNDERS/SHARE

ASSIGNEES (NATURAL PERSONS)
	NAME-SURNAME
:
	Photograph 

	PLACE & DATE OF BIRTH
:
	

	NATIONALITY
:
	

	NAME OF MOTHER
:
	

	NAME OF FATHER
:

	

	RESIDENCE ADDRESS
:
	

	EDUCATION
(Detailed)
:
	

	TRADENAME & ADDRESS OF THE PLACE OF
BUSINESS PRESENTLY WORKED AT

:
	

	PROFESSION AND TITLE
:
	

	TAX IDENTIFICATION NO
:
	

	PLACES OF BUSINESS WORKED AT EARLIER:

	
	TRADENAME OF PLACE OF BUSINESS (1)
	ENTRY-LEAVING
DATE
	TITLE

	1
	
	
	

	2
	
	
	

	3
	
	
	

	4
	
	
	

	Annual net ıncome and ıncome tax paıd ın the last fıve years (TL bıllıon)

	YEARS
	NET INCOME
	INCOME TAX PAID

	
	
	

	
	
	

	
	
	

	
	
	

	
	
	

	COMPANIES IN WHICH HE/SHE IS A SHAREHOLDER (2)

	
	TRADENAME OF COMPANY
	TYPE OF ACTIVITY
	CAPITAL
	AMOUNT OF SHARE

	1
	
	
	
	

	2
	
	
	
	

	3
	
	
	
	

	4
	
	
	
	


	IMMOVABLES OWNED (3)

	
	PLACE
	TYPE
	DRAWING NO
	CITY BLOCK NO.
	PARCEL NO.
	INCUMBRANCES

	1
	
	
	
	
	
	

	2
	
	
	
	
	
	

	3
	
	
	
	
	
	

	4
	
	
	
	
	
	

	5
	
	
	
	
	
	

	6
	
	
	
	
	
	

	7
	
	
	
	
	
	

	8
	
	
	
	
	
	

	MOVABLES (DETAILED) (4) (5)  

	

	DETAILED BREAKDOWN OF RESOURCES ALLOWING TO MEET THE CAPITAL SUBSCRIBED 

	1
	

	2
	

	3
	

	4
	

	5
	

	OTHER ASSETS OWNED

	Banks worked wıth (6) (7)
	1
	2
	3
	4
	5

	NAME OF BANK
	
	
	
	
	

	NAME OF BANK BRANCH
	
	
	
	
	

	DEPOSITS (TL BILLION)
	
	
	
	
	

	
TIME
	
	
	
	
	

	
SIGHT
	
	
	
	
	

	CREDIT (TL BILLION)
	
	
	
	
	

	
AMOUNT
	
	
	
	
	

	
SECURITY
	
	
	
	
	

	
TYPE
	
	
	
	
	

	
TENOR
	
	
	
	
	

	
	6
	7
	8
	9
	10

	NAME OF BANK
	
	
	
	
	

	NAME OF BANK BRANCH
	
	
	
	
	

	DEPOSITS (TL BILLION)
	
	
	
	
	

	
TIME
	
	
	
	
	

	
SIGHT
	
	
	
	
	

	CREDIT (TL BILLION)
	
	
	
	
	

	
AMOUNT
	
	
	
	
	

	
SECURITY
	
	
	
	
	

	
TYPE
	
	
	
	
	

	
TENOR
	
	
	
	
	


DEBTS TO NATURAL PERSONS AND LEGAL ENTITIES OTHER THAN BANKS

	LIABILITIES TO NATURAL PERSON AND  LEGAL ENTITYS OTHER THAN BANKS

	
	NAME OF CREDITOR
	CLAIM:

	
	
	TYPE
	AMOUNT
	MATURITY

	1
	
	
	
	

	2
	
	
	
	

	3
	
	
	
	

	4
	
	
	
	

	5
	
	
	
	

	IN ORDER TO ENGAGE IN WHICH ACTIVITY IN THE FINANCIAL SECTOR IN TURKEY OR ABROAD WAS AN APPLICATION MADE EARLIER FOR PERMISSION; IF THE APPLICATION WAS REJECTED OR THE PERMISSION GRANTED WAS CANCELLED, THE REASONS FOR THE SAME (8)



	WHETHER HE/SHE HAS BEEN SUBJECTED TO LEGAL PROCEEDINGS DUE TO CREDITS OR OTHER FINANCIAL RESOURCES HE/SHE HAS UTILIZED FROM BANKS OR OTHER FINANCİAL ESTABLISHMENTS AT HOME OR ABROAD IN THE LAST FIVE YEARS:



	WHETHER THE COMPANIES IN WHICH HE/SHE IS A SHAREHOLDER HAS BEEN SUBJECTED TO LEGAL PROCEEDINGS DUE TO THE CREDITS THEY HAVE UTILIZED FROM BANKS OR OTHER FINANCIAL ESTABLISHMENTS AT HOME OR ABROAD IN THE LAST FIVE YEARS:



	WHETHER A PUBLIC PROSECUTION HAS BEEN INITIATED AGAINST HIM/HER; IF YES, THE SUBJECT-MATTER OF SUCH ACTION:



	WHETHER ANY LAWSUITS OTHER THAN PUBLIC PROSECUTION HAS BEEN FILED AGAINST HIM/HER; IF YES, THE SUBJECT-MATTER OF SUCH ACTION:



	NAMES-SURNAMES, ADDRESSES AND TELEPHONE NUMBERS OF HIS/HER TWO REFERENCES



	DETAILED EXPLANATION ABOUT THE MAJOR DISPUTES HE/SHE IS PRESENTLY INVOLVED IN:





Signature:
…………..


Date       : 

EXPLANATION

(1)
Name or tradename of the establishment, employer or company worked at shall be written.

(2)
This box shall be completed if participation ratio is 5 % or more of the capital of the company participated in.

(3)
All immovables owned, along with their incumbrances, if any, shall be written in their box.

(4)
Bonds, bills, gold precious stones and metals etc. along with their incumbrances, if any, shall be written in this box

(5)
Shares of the companies stated in the section: “Companies in which he/she is a shareholder” shall be excluded.

(6)
If more than one type of credit is being utilized from the same bank, they shall be shown separately.

(7)
If several branches of the same bank are being worked with, they shall be shown separately.

(8)
Banking, insurance, financial leasing, factoring companies, authorized establishments and establishments operating according to the Capital Market Act shall be written in this box.


Sums insured for the insured assets shall be indicated separately.

NOTE: If the spaces allocated in the form prove insufficient, additional form may be used.
ANNEX 3

TO. GENERAL DIRECTORATE OF REGISTRY OF 

CONVICTIONS  AND STATISTICS

(TO: OFFICE OF THE CHIEF PUBLIC PROSECUTOR)










…………………….

I submit that you provide me with my record of convictions containing archive records as well, in order for the same to be submitted to he Banking Regulation and Supervision Authority.













……/…../……













Name-Surname













(Signature)

SURNAME
:

NAME
:

NAME OF FATHER
:

NAME OF MOTHER
:

PLACE/DATE OF BIRTH
:

PLACE OF RELEVANT CIVIL

REGISTRY OFFICE
:

PROVINCE
:

SUB-PROVINCE
:

QUARTER/VILLAGE
:

VOLUME NO
:

FAMILY ENTRY NO
:

ENTRY NO
:

ADDRESS
:

ANNEX: 4

LETTER OF COMMITMENT

TO: BANKING REGULATION AND SUPERVISION AGENCY

I hereby declare and undertake that I do not/did not own a share of 10 % or more, directly or indirectly, in the banks, bankers, insurance companies and establishments operating in money and capital markets and in the banks transferred to the Saving Deposits Insurance Fund before the transfer.

ANNEX: 5

LETTER OF COMMITMENT

TO: BANKING REGULATION AND SUPERVISION AGENCY

We hereby declare that the founding capital/purchase price stated in our application for establishing the ……………. Bank/taking over its shares originates from our own activities in industry, trade and services sectors and undertake that the same shall be provided and delivered in cash, without any simulation.

ANNEX: 6

Declaration Concerning the Application for Permission for Allowing ………… Bank

Corporation to Accept Deposits and/or Engage in Banking Transactions, whose establishment

was Permitted with the Resolution Dated ……/…../….. numbered …… of the Banking Regulation 

and Supervision Board

	Tradename of Bank
	

	Address of Bank
	

	Amount of Paid-in Capital
	

	Date of Registration of Its Articles of Association
	


Authorized Signatures

Annexes:

1. Initial Balance Sheet

2. Articles of Association

3. Certificate of Registration with Trade Register

4. Founding Trade Register Gazette

5. Names and CVs of Board members, General Manager and Deputy General Managers

6. Copy of Receipt Indicating that Fee Obligation has been Fulfilled for the Certificate of Permission for Financial Activity

7. Copy of Receipt Attesting that Contribution for Entry to the System has been Deposited.

ANNEX: 7

Classification of International Organisations and Zones, Creditor Establishments

and Credit Ratings

In the application of this Regulation, the following terms have the meanings indicated below:

OECD-Member Countries: The states other than Turkey, which are full members of the Organisation for Economic Cooperation and Development headquartered in Paris,

Other Countries: Other foreign states which are not full members of OECD,

Creditor Establishments: Banks authorized by competent authorities of foreign countries to operate and collect deposits,

Off-Shore Banking Zones: Special banking centers which, although located within the political borders of countries, are kept outside the coverage of administrative, financial and economic legislation applied country-wide or where different and privileged arrangements (particularly banking and tax legislation) apply, and the entire territory of the countries where the legislation applied country-wide has been arranged so as to compete with off-shore centers, without introducing any special differentiation,

International Credit Rating Agencies: At least one of Moody’s, Standard & Poor’s, Fitch IBCA which periodically evaluate the credit standings of central administrations and central banks of countries in general, and repayment capacities of debtors or debts, securities or issuer-establishments, investment ratings, or soundness of financial structures and solvency of banks and financial institutions and which make their ratings known internationally and whose credit ratings are recognized in the international market,

Multilateral Banks and Financial Establishments: The following banks and financial establishments founded under the multilateral agreements concluded among countries: International monetary Fund – IMF, International Bank for Reconstruction and Development – IBRD, International Finance Corporation – IFC, International Development Association – IDA, Multilateral Investment Guarantee Agency – MIGA, European Central Bank – ECB, European Investment Bank – EIB, European Bank for Reconstruction and Development – EBRD, Inter-American Development Bank – IDB, Asian Development Bank – AsDB, African Development Bank – AfDB, Islamic Development Bank – IsDB, and Black Sea Trade and Development Bank – BSTDB.

International Credit Ratings

The international credit ratings to be accepted as the first, second, third and fourth class in the application of this Regulation are given below by the types and symbols used by the international credit agencies.

1)
Country and International Long Term Credit Ratings for Commitments in Foreign Currency (by Debtors or Issued Securities or Other Borrowings):

	
	First Class
	Second Class
	Third Class
	Fourth Class

	Moody’s
	Aaa, Aa1, Aa2
	Aa3, A(1,2,3)
	Baa1, Baa2
	Baa3, Ba(1,2,3

	S&P’s
	AAA, AA(+), AA
	AA(-), A (+,-)
	BBB (+) BBB
	BBB(-), BB (+,-)

	Fitch IBCA
	AAA, AA (+), AA
	AA (-), A (+,-)
	BBB (+), BBB
	BBB (-), BB (+,-)


2)
International Short Term Credit Ratings for Commitments in Foreign Currency (by Debtors or Issued Securities or Other Borrowings)

	
	First Class
	Second Class
	Third Class

	Moody’s
	Prime-1
	Prime-2
	Prime-3

	S&P’s
	A-1(+), A-1
	A-2
	A-3

	Fitch IBCA
	F1(+), F1
	F2
	F3


3)
International Long Term Credit Rating (ILTCR) or Financial Capacity (FC) Ratings for Foreign Currency Commitments Relating to Banks:

	
	First Class
	Second Class
	Third Class
	Fourth Class

	Moody’s

(FC)

(ILTCR)
	A

Aaa
	B+, B

Aa(1,2,3), A(1,2,3)
	C+, C

Baa1, Baa2
	D+, D

Baa3, Ba (1,2,3)

	S&P’s

(ILTCR)
	AAA
	AA (+,-)
	BBB (+), BBB
	BBB(-), BB (+,-)

	Fitch IBC

(FC)

(ILTCR)
	A

AAA
	A/B, B

AA (+,-), A (+,-)
	B/C, C

BBB(+), BBB
	C/D, D

BBB(-), BB(+,-)


In case there arises a class difference among the ratings given by several international credit rating agencies for the same country, debtor, borrowing, securities or bank from the standpoint of the  classifications mentioned above, the higher one of such ratings is taken as basis.

Annex: 8

Account Information Document to be Obtained from Applicants by Banks

for the Credits They will Extend or for the Guarantees They will Give

Introductory Information

	I-Firm’s:
	

	Tradename
	

	Date of establishment/trade or tradesman register no.
	

	Date & no. of relevant Trade Register Gazette 
	

	Business head office, address, telephone, telex & fax nos.
	

	Nationality
	

	Relevant tax office & tax register no.
	

	Weight of activity in the sector it operates (in (%)
	

	Main field of activity
	

	Auxiliary fields of activity
	

	Known name of the capital group it is included in and the group’s share in the capital
	


	II. For firms without legal entity:

	For partnerships in which the firm’s owner(s), his/their spouses and children have participated with unlimited liability:

	Names
	

	Addresses
	

	Total shareholdings in such partnerships (%)
	


	For partnerships whose capital or management is controlled individually or jointly by the owner’s) of the firm and his/their spouse(s) and children and the partnerships in which they have participated with unlimited liability:



	Names
	

	Addresses
	

	Total shareholdings in such partnerships (%)
	

	For partnerships whose capital or management and supervision are controlled directly or indirectly, individually or jointly by the owner’s) of the firm and his/their spouse(s) and children and the partnerships in which they have participated with unlimited liability, and the partnerships whose capital or management is controlled by them individually and jointly::

	Names
	

	Addresses
	

	Direct and indirect shareholdings in such partnerships
	


	III. For Firms with Legal Personality
	

	Names and shares in capital of managers and auditors
	

	Chairman of the Board of Directors
	

	Members of the Board of Directors
	

	Auditors (and whether they are shareholders or not)
	

	Managers authorized according to article 319 of the Turkish Commercial Code
	

	Names and capital shares of the shareholders who hold 10 % or more of the capital
	

	Names and capital shares of the shareholders included in the dominant capital group
	

	If capital groups other than the dominant shareholder group are shareholders, the names of such groups and their share in the capital
	

	Whether the shares have been offered to the public; if yes, public ownership percentage
	

	Percentage of capital hold by natural persons and  legal entities domiciled abroad
	


Percentage of capital owned by natural persons and legal entities resident abroad

	For the partnerships whose capital, management and supervision are controlled directly or indirectly, individually or jointly, together with the other firms and persons included in the capital group which dominates the firm’s capital directly or indirectly:

	Names
	

	Addresses
	

	Direct and indirect shareholdings in such partnerships (%)
	

	In case the firm experiences difficulties in paying its debts, the natural persons and  legal entities whose relationship is of such magnitude as to cause the firm to experience such payment difficulties:

	Names
	

	Addresses
	


	IV. Financial Information (for the last three years)
	1st Year
	2nd Year
	3rd Year

	Total assets


	
	
	

	Liquid assets


	
	
	

	Total current assets


	
	
	

	Long term and fixed assets


	
	
	

	Demand and overdue liabilities


	
	
	

	Short term liabilities


	
	
	

	Long term liabilities


	
	
	

	Own funds


	
	
	

	Profit or (loss) for the period


	
	
	

	Inventories


	
	
	

	Amount of exports (USD)


	
	
	

	Amount of Imports (USD)


	
	
	

	Sales from production


	
	
	

	Information on value added


	
	
	


	Wages and salaries paid


	
	
	

	Rentals paid


	
	
	

	Indirect taxes


	
	
	

	Value added tax


	
	
	

	Other taxes


	
	
	

	Subsidies (-)


	
	
	

	Subsidies & tax rebates


	
	
	

	VAT rebate for exports


	
	
	

	V. Other Information
	
	
	

	Number of employees (annual average)
	
	
	

	Whether subject to special accounting period
	
	
	

	Name of independent auditing establishment auditing the firm
	
	
	

	Whether it has an international credit rating; if yes, the type and degree of such credit rating, the date it was obtained and the international credit rating agency that issued such rating
	
	
	

	Ongoing investments
	
	
	

	
Type
	
	
	

	
Commencement date
	
	
	

	
Planned completion date
	
	
	

	
Total investment cost
	
	
	

	
Amount of investment realized
	
	
	

	VI. For Contractor Firms (to be completed separately for each ongoing work

	Employer establishment
	
	
	

	Work commencement date


	
	
	

	Time extension (if any)


	
	
	

	Contract price


	
	
	

	Escalation and price difference


	
	
	

	Year-end entitlements


	
	
	

	Stoppages deducted (-)


	
	
	

	Total revenues


	
	
	

	Total expenses


	
	
	


ANNEX: 9

Account Information Document to be Obtained from Natural Persons for

Transactions which are not of the Nature of Commercial Credit

Surname
:

Name
:
Name of Father
:

Sex
:
Nationality
:

Place & Date of Birth
:

Marital Status:

Identification Certificate Serial No.
:
Place & Date of its Issue
:

Driver’s License (if any) No
:
Place & Date of its Issue
:

Tax Identification No
:

Education
:

Family Members Living Together

	Name Surname
	Degree of Kinship
	Date of Birth
	Job & Profession, if working
	Name of school, 

if studying

	1.
	
	
	
	

	2.
	
	
	
	

	3.
	
	
	
	

	4.
	
	
	
	

	5.
	
	
	
	


Residential Address
:

Sub-province
:

Province

Zip Code:

Telephone                 Stationary
:




Mobile:

E-mail address
:

How many years residing at the same address:

House lived in
:

Own house


Rented



Belonging to a family member

Lodging

If the house lived in is rented:
:

Monthly rental
:

If the house belongs to himself/herself or to a

family member, is there mortgage on it?
:

Is there a debt for the house?
:

If there is mortgage or debt, its amount
:

Amount of monthly debt payment
:

Beneficiary of the mortgage
:

Related social security organization
:

ڤ Emekli Sandığı (Pension Fund) register no
:

ڤ SSK (Social Insurance Org.) register no
:

ڤ Bağ-Kur (Social Ins. Org. for Self-

    Employed) register no
:

ڤ Other (please state) register no
:

Profession
:

If working at a place of business, tradename

of place of business
:

Address
:

Telephone
:

Position-Title
:

How many years working at the current place of 

business
:

If worked for less than two years at the

current place of business, tradename of

previous place of business
:

Address
:

Telephone
:

Employment period
:

Reason for leaving
:

If self-employed, type of job
:

Tradename of place of business
:

Trade register no
:

Tax register no
:

Address
:

Telephone
:

How many years self employed
:

Immovables Owned
:

	
	Type
	Address
	Vol. No.
	Page No.
	City Block No
	Parcel No.
	Area
	Share
	If mortgaged, amount
	Beneficiary and degree of mortgage

	1
	
	
	
	
	
	
	
	
	
	

	2
	
	
	
	
	
	
	
	
	
	

	3
	
	
	
	
	
	
	
	
	
	

	4
	
	
	
	
	
	
	
	
	
	

	5
	
	
	
	
	
	
	
	
	
	


Automobile owned, if any
:

Brand
:

Year:


Number Plate:

Manner of use
:

Share:

Total amount of credits and other debts he/she is obliged to repay:

Amount of monthly repayment
:

Credit and Debt
:

	Type
	Amount
	Creditor Establishment

	1.
	
	

	2.
	
	

	3.
	
	

	4.
	
	

	5.
	
	


Bank Information

	Bank Name
	Branch
	Account Type
	Balance

	1.
	
	
	

	2.
	
	
	

	3.
	
	
	

	4.
	
	
	

	5.
	
	
	


Credit Card Information:

	Card Name
	Establishment issuing the card
	Card No.

	1.
	
	

	2.
	
	

	3.
	
	

	4.
	
	

	5.
	
	


Credit requested:

	Type
	Amount
	Repayment period

	1.
	
	

	2.
	
	

	3.
	
	

	4.
	
	

	5.
	
	


Income Information:

	Income
	Amount (monthly, net)

	Type (wage, salary, rent etc.)
	His/Her
	Other Family Members’

	1.
	
	

	2.
	
	

	3.
	
	

	4.
	
	

	5.
	
	


Two establishments or persons other than relatives from whom information can be obtained about him/her:

	Name Surname (Tradename)
	Address
	Telephone

	1.
	
	

	2.
	
	

	3.
	
	

	4.
	
	

	5.
	
	






Date:





Signature of Applicant

ANNEX: 10

Principles for Arrangement of the Report on Auditing the Account Information Document and

Balance Sheet and Income Statement and Explanatory Financial Notes Attached

Thereto to be Obtained From Applicants for Credits to be Extended and

Guarantees to be Given by Banks

The Audit Report shall be prepared according to the “Report Cover” given in Annex 10/A and the “Report Arrangement” given in Annex 10/B.

1. DOCUMENTS TO BE REQUESTED

The following documents for the last 3-year period are used during preparation of the audit report.

a) Balance sheets and income statements (certified by tax office),

b) Account Information Documents given to banks,

c) Year-end final trial balances,

d) Legal books

e) General Assembly Documents (attendance list, annual report, auditor’s report etc.),

f) A statement containing relevant information with the footnotes to the financial statements,

g) Credit agreements,

h) Trade Register Gazettes related with capital increase and amendments of the establishment concerned,

i) Income tax, corporation tax, VAT, Banking and Insurance Transactions Tax and Stamp Duty Declarations and accrual slips for the last year,

j) Audit and certification reports and annexes thereof related with approval periods, if any

k) Original of the circular of signatures and certificate of activity.

2.
STUDIES TO BE CARRIED OUT

The information that must appear in the General Information section of the report may be obtained from the above mentioned documents. During such studies, it is necessary to be as faithful as possible to the documents. For example, information on field of activity shall be based on the articles of incorporation, while the names and addresses of the  shareholders with 10 % share shall be based on the general assembly attendance list.

Account Information Document explanatory financial notes form must be prepared on the basis of documents and the written and signed statements of the establishment concerned.

Similarly, footnotes to the financial statements must be prepared on the basis of the written and signed statement of the establishment concerned.

The matters to be included in the procedural examinations section shall be determined by examining the documents mentioned above.

During examination of accounts, one must check whether the financial statements of the establishment concerned correspond to the ledger entries.

Although audit of financial statements involves, essentially, an accounting audit, change in own funds, income-expense structure, liabilities and financial obligations for the period of the last three years  shall be examined and evaluated in detail. The studies to be carried out shall be in accordance with audit standards.

3.
INFORMATION TO BE INCLUDED IN THE CONCLUSION OF THE REPORT

In the conclusion section of the report, there shall be a statement to the effect that the balance sheet and income statement and the account information document prepared by the company concerned and audited by a professional, is conditionally in accordance with or not with the accounting principles and rules, pursuant to paragraph 11 of article 11 of the Act.

ANNEX: 10/A

Report Nr

:






……./……./200…

Attachments to Report
:

COVER OF THE REPORT ON AUDIT OF THE ACCOUNT INFORMATION DOCUMENT

AND BALANCE SHEET AND INCOME STATEMENT ATTACHED THERETO

Professional who performed the audit


NAME SURNAME
:


THE CHAMBER HE/SHE IS A MEMBER OF
:


OFFICE ADDRESS
:


TEL. NR
:

Agreement taken as basis


DATE
:


NR
:

Credit Customer


NAME SURNAME (TRADENAME)
:


ADDRESS
:


TAX OFFICE and TAX ACCOUNT NO
:


TEL. NR


ACCOUNTANT THEREOF
:

PERIOD EXAMINED
:

SUBJECT-MATTER OF EXAMINATION
:

CONCLUSION

:

ANNEX: 10/B

REPORT ARRANGEMENT

I.
GENERAL INFORMATION

This section shall contain the following information.

-
Name surname, trade name of credit customer, names and addresses of shareholders who hold 10 % or more of the capital,

-
Field of activity of credit customer, evaluations on the sector or sectors it operates in, position of the firm in the sector,

-
Names and surnames of the Chairman and members of the board of directors, general manager and deputy general managers of the credit customer,

-
Trade register record and register no. of the credit customer.

-
Names of the persons responsible for accounting and auditing of the credit customer, whether they have the title of Certified Public Accountant, Certified Public Accountant-Financial Advisor, Sworn Financial Advisor,

-
Organization structure, internal control system and risk management arrangements, if any, of the credit customer,

-
A professional evaluation on the accounting system of the credit customer,

-
Credit customer’s participations, if any, its shares therein, and information on the sectors they operate in.

II.
PROCEDURAL EXAMINATIONS

At least the following matters shall be determined in this section.

- Information on certification of legal books,

- Whether book entries are in accordance with the entry system and accounting principles,

- Whether entries have been made according to supporting documents.

III.
ACCOUNT EXAMINATIONS

This section shall contain explanations as to whether the balance sheet and the income statement have been issued in line with the principles and procedures concerning issue of financial statements, as well as detailed evaluations about the liabilities and financial obligations of the credit customer, table of changes in own funds and detailed income-expense analysis for the last 3 year period.

IV.
AUDITED FINANCIAL STATEMENTS

Account Information Document and balance sheet, income statement and explanatory financial notes attached thereto.

V.
CONCLUSION

ATTACHMENTS:

1)
Balance Sheet audited by a professional

2)
Income Statement audited by a  professional

3)
Account Information Document audited by a professional

4)
Explanatory financial notes

* As amended by the Regulation published in the Official Gazette No. 24523 and dated 14.09.2001.





