(The balance-sheet figures for the end of 2001 in this report are not inflation adjusted. Please see the special notes related to "Banks in Turkey 2001" below for  additional information.)

I. The Developments about the “Banks in Turkey 2001”

1- The Banks Association of Turkey(BAT) publishes “Banks in Turkey” book annually on the basis of financial statements which are prepared according to the Banks’ Act No. 4389. This book, which is published for the use of domestic and foreign bankers, researchers and investors, and offers financial tables of banks as well as an overall evaluation of the performance of the Turkish economy and the banking sector and gives figures in comparison with the previous years.  The reasons for the delay and the content of 2001 version of the book are explained in detail below;

2- The Law on Restructuring of Debts to the Financial Sector and Amendments to Some of Laws No. 4743 was promulgated in the Supplementary Issue No.1 of Official Gazette Nr. 24657 dated January 31, 2002. Based on Provisional Article 4 of the Banks’ Act No. 4389 which is added by Act No. 4743, two regulations were promulgated in the Official Gazette Nr. 24658 dated February 1, 2002;

a- In order to lay down the principles and procedures for the recapitalization scheme designed for the privately owned deposit-taking banks incorporated in Turkey with the ultimate aim to establish a sound and transparent banking system, Regulation On The Principles And Procedures Of Banking Sector Recapitalization Scheme was published. This Regulation stipulates the following in compliance with Provisional Article 4 of the Banks Act No. 4389; details of the general assembly to be held by banks; the procedures regarding an increase or decrease of the banks’ capital; the measures that need to be taken based on assessments of the Banking Regulation and Supervision Agency; the transfer period for shares which are subject to the capital increase; the issuance of convertible bonds and triggers for the conversion of these bonds into shares; the sale of banks’ shares taken over by the Savings Deposit Insurance Fund and conversion of subordinated debts to capital. The provisions of this regulation are to be applied to the privately owned banks incorporated in Turkey that are authorized to accept deposits, excluding banks taken over entirely or partially by the Savings Deposit Insurance Fund, publicly owned banks, special finance institutions, development and investment banks and the branches in Turkey of banks established in foreign countries.
b- In order to set out the principles and procedures for independent audits of the privately owned deposit banks established in Turkey, with the ultimate aim of avoiding the adverse effects of economic crisis on banks’ capital structures and providing confidence and stability in the banking system, Regulation On Principles And Procedures Of Independent Auditing To Be Carried Out In Banks According To Provisional Article 4 Of The Banks Act No. 4389 was published. According to this regulation, consolidated and unconsolidated financial statements will be prepared to reflect the banks’ true financial position, by incorporating losses arising from required provisions from loans and other claims, from adverse exchange rate changes or from other activities. The audits of the privately-owned deposit banks by the independent audit institutions is authorized by the legislation related to this regulation, and will be based on the banks’ financial statements set up as of 31 December 2001. These financial statements must incorporate the effects of this regulation for determining the consolidated and unconsolidated capital adequacy standard ratios, based on Provisional Article 4 of the Banks’ Act No. 4389 which is added by Act No. 4743, to determine the true financial condition of these banks. The audit reports prepared by the independent audit institutions shall be assessed by a second independent auditing institution, which shall be determined by the Agency and which shall perform its work in accordance with the principles and procedures of independent audit. This regulation is applicable to all privately owned banks authorized to accept deposits and established in Turkey, except to banks entirely or partially taken over by the Savings Deposit Insurance Fund, to state owned banks, to special finance institutions, to banks which are not authorized to accept deposits and to domestic branches of banks established abroad. In this regulation consolidated and unconsolidated financial statements will be prepared in accordance with International Accounting Standard No. 29, taking into account the current purchasing power parity of currency.
3- An amendment made in “Regulation On The Principles And Procedures Of Banking Sector Recapitalisation Scheme” which was promulgated in the Official Gazette Nr. 24783 dated June 12, 2002 stating that “.. only the financial statements which are approved by the Banking Regulation and Supervision Agency (BRSA) can be used in the announcements of General Assembly and the public disclosures in line with the related regulations.”
4- BRSA announced to the public, dated June 13, 2002, that the audits of the 2001 year-end financial statements of privately owned deposit banks was completed. After this announcement, banks started to make their General Assemblies and disclosed their financial statements, which are corrected according to the framework of provisions regarding the inflation accounting, to the public and published in the Official Gazette. Then, BAT demanded these financial statements from the privately-owned deposit banks and publicized them in the BAT’s web site. 
5- Under the scope of regulations indicated in the paragraphs above only the privately-owned deposit banks corrected their financial statements according to the framework of provisions regarding the inflation accounting and on the other hand, other banks -except privately-owned deposit banks- was not under the obligation to prepare their financial statements according to current purchasing power parity of currency. Therefore, because of this difference in the standards concerning the financial statements, it became impossible to compare the 2001 year-end results with the data of the previous years and to generate the banking groups and the sector as a whole.

6- As a result of to the correspondence with the BRSA for the purpose of generating a homogenious and comparative data set, which is necessary to provide continuity in the statistical data and to publish only the group-based balance-sheets and the balance-sheet of the banking system to the public, it became possible to get the financial statements of the privately-owned deposit banks, which are prepared according to the Article 13 of Banks’ Act.

7- In the framework of the evaluations of BRSA, BAT demanded the financial statements from the privately-owned deposit banks, which are not corrected according to the framework of provisions regarding the inflation accounting. The balance-sheets of banking groups and the banking system as a whole was generated and published in the BAT’s web site under the heading “Banks in Turkey”. In addition,  the financial statements of banks which are not corrected according to the the inflation accounting will not be published in the “Banks in Turkey 2001” book.

II. The Developments About The Reports of the Banks Association of Turkey in the future 
1- BAT has started arrangements for the purpose of generating a homogenious and comparative a new data set on the basis of inflation accounting system and as a first step, the financial statements -corrected according to the framework of provisions regarding the inflation accounting- of banks which are under the scope of Banking Sector Recapitalization Scheme are publicized in the BAT’s web site. BAT will continue publishing these statements as the banks send their statements that are approved in their General Assembly.

2- According to the letter sent from the BRSA to the banks numbered BDDK.ID.-9474, dated 12 August 2002, BRSA decided to change the forms of the “Banks Supervision System” in the framework of Accounting Practice Regulation which will be in effect as of October 1, 2002 and asked from banks which are under the scope of Banking Sector Recapitalization Scheme to prepare and send their forms again starting from December 31, 2001 and also asked from the banks which are not under this Scheme, to prepare and send  the interim financial statements which are corrected according to the framework of provisions regarding the inflation accounting, starting from December 31, 2001 to June 30, 2002 (included) in order to provide the data conformity in the banking sector. Relying on this letter of BRSA, BAT demanded the financial statements -which are  corrected according to the framework of provisions regarding the inflation accounting- of the banks which are not under the scope of Banking Sector Recapitalization Scheme starting from December 31, 2001. As these banks send their financial statements to BAT, they will be published in BAT’s web site, like the financial statements of the banks under Recapitalization Scheme.

3- BAT will start to prepare and publish new sets of reports in terms of banks, banking groups and the banking system as a whole, on the basis of inflation accounting system and starting from the 2001 year-end period, after all the banks operating in Turkey have finished preparing their financial statements according to the framework of provisions regarding the inflation accounting by taking into account the current purchasing power parity of currency.


