From the Banking Regulation and Supervision Agency:

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

Section One

Purpose, Scope and Principles

Purpose

Article 1- The purpose of this Regulation is to set the principles and procedures for the independent auditing of the privately owned deposit banks established in Turkey, with the ultimate aim to establish a sound and transparent banking system. The preparation of consolidated and unconsolidated financial tables should reflect their true financial situation by laying down the losses generated from the provisions that they must set aside from loans and other claims, from exchange rate changes or from other activities. The auditing of the privately-owned deposit banks by the independent auditing institutions is authorized by the related legislation, based on the financial tables of 31 December 2001, and should consider the effects of this Regulation following the issuance date of the balance sheet, for determining the consolidated and unconsolidated capital adequacy standard ratios based on Provisional Article 4 of the Banks Act No. 4389 by the Act No.4743 to determine the true financial condition of these banks. The auditing reports prepared by the independent auditing institutions shall be assessed by a second independent auditing institution, which shall be determined by the Agency in conformity with the principles and procedures of independent auditing, in order to avoid adverse effects of economic crises on banks’ capital structure and provide confidence and stability in the banking system.

Scope

Article 2- This Regulation is applicable to all privately owned banks authorized to accept deposits and established in Turkey, except those banks taken over entirely or partially by the Savings Deposit Insurance Fund, publicly owned banks, special finance institutions, banks that are not authorized to accept deposits and domestic branches of banks established abroad.

Legal basis

Article 3- This Regulation is issued in accordance with paragraph (11) of Article 3, paragraph (2) of Article 13 and Provisional Article 4 of the Banks Act No. 4389.

Definitions

Article 4- For the purpose of this Regulation

Act is the Banks Act No. 4389;

Agency is the Banking Regulation and Supervision Agency;

Board is the Banking Regulation and Supervision Board;

Bank refers to privately owned banks authorized to accept deposits that are established in Turkey, that are covered by this Regulation according to Article 2 and Provisional Article 4;

First Institution is the independent auditing company, which is authorized to audit banks, with which an agreement has been signed by the bank within the framework paragraph (2) of the Article 13 of the Banks Act to audit their annual financial tables, and which will carry out auditing on the banks concerned according to the provisions of this Regulation;

Second Institution is the independent auditing institution designated by the Agency and which will examine the auditing report to be prepared by the first institution for banks concerned as to its conformity with the principles and procedures of auditing within the framework of the provisions of this Regulation and of the Regulation on Principles of Independent Auditing;

Auditor is the authorized staff assigned to carry out the auditing of the institutions under the “Regulation on the Principles of the Independent Auditing”;

Financial Tables is the balance sheet, income statement (profits and losses), cash flow statement, statement of own funds, and annexes along with the footnotes thereof established within the scope of the Uniform Accounting Standards Applied by the Banks;

Risk Group is the group that is defined in Paragraph (1) of the Article 20 of the Regulation on the Establishment and Activities of Banks;

Risk Group to which the Bank belongs to is the group that is defined in Paragraph (2) of the Article 20 of the Regulation on the Establishment and Activities of Banks;

Capital Adequacy (Standard) Ratio is the definition stated in the Regulation on the Measurement and Evaluation of Capital Adequacy Ratio of Banks;
Additionally, the definitions in the “Communiqué on Principles and Procedures of the Preparation and Announcement of Consolidated Financial Tables for Banks” and The Uniform Accounting Plan and Standards to be applied by the banks are used  by their same definitions.

Scope of the auditing to be carried out by the first institution

Article 5- The financial tables of the banks of 31 December 2001 shall be audited by the independent auditors of the banks’ contracted institution for the period, by considering the additional issues raised by this Regulation, according to the Act’s paragraph (2) of Article 13, and the Regulation on Principles of Independent Auditing

The reports prepared by the first institution will be finalized by 01.04.2002 and shall be sent to the Agency and the second institution determined by the Agency.
Standards concerning the financial tables subject to auditing

Article 6- The audits and examinations of the financial tables must be carried out following the orders of the Uniform Accounting Plan and ‘Standards to be applied by the banks and Explanations’, and the annexes and amendments to these regulations, and the announcements related thereto made by the Agency, and the International Accounting Standards if no such provision exists in this Regulation.

Paragraph (12) of Article 11 constitutes the basis of the evaluation of the provisions to be set aside by banks, while the regulations issued according to paragraph (1) of Article 11 and announcements related thereto made by the Agency constitute the basis in the evaluation of capital adequacy. 

Section Two

Inflation Accounting

Preparation of financial statements according to current purchasing power of money

Article 7- The financial statements of banks are to be prepared on a bank only and fully consolidated basis, in accordance with International Accounting Standards no. 29, taking the current purchasing power of money into account.

 For the purpose of this Article:

“Price index” refers to wholesale price index announced by State Institute of Statistics

“Correction factor” is the factor that is computed by dividing the price index number on the balance sheet date by the price index number on the date of  transaction subject to correction

“Adjustment process” is the rearrangement of the financial statements in terms of current purchasing power of money by eliminating the effect of changes in the price index on financial statement items by using the correction factor.

“Current value” refers to valuations performed by using methods described in the “Regulation on Accounting Standards and Unified Accounting Plan to be applied by Banks” such as market price, organized exchange price and interest rate, market exchange rate and interest rate specified in the contract.  

“Monetary items” refers to the cash items that lose their purchasing power as a result of changes in the value of money while their par values remain the same, and other items for which cash is received in return. 

“Non-monetary items” refers to items other than monetary items.

The financial statements of the previous (period) term are rearranged in terms of current purchasing power, in accordance with the provisions of first paragraph. Following the rearrangement, the correction factor of the related period shall be applied to all of the items in the financial statement to make the adjustments necessary for comparison. Financial statements that are not rearranged in accordance with the first paragraph cannot be adjusted by using the correction factor of the current period.

Adjustments on financial statements according to purchasing power of money

Article 8- Financial statements are rearranged in terms of purchasing power of money on the balance sheet date by multiplying the adjusted amounts of non-monetary items found by using the principles described in the first paragraph by the appropriate correction factor.

Monetary items in the balance sheet are not subject to the adjustment process, as they are already specified in terms of current purchasing power of money.  

Non-monetary items that are valued by their current values are not subject to the adjustment process, as they are specified in terms of current purchasing power of money.  For this purpose, items (such as foreign currency, precious metals, equities, assets and liabilities which their principles and yields are indexed to inflation) which are shown under non-monetary items but valued by their current values, are treated as monetary items in calculation of monetary profit or loss. 

The same correction factor shall be used for all transactions that occurred within one month, as the price index is published to indicate monthly price changes.

The assets are adjusted according to the date they were first recorded in the balance sheet. 

Adjustments regarding the items subject to depreciation 

Article 9 - Cost of finance, exchange rate differences, and value increase due to revaluation that have been added to the asset items subject to depreciation that will be adjusted for the first time are deducted from the costs of related items. 

During the adjustment process, the effect of revaluation on items subject to depreciation and their accumulated depreciation has been eliminated. 

The adjustment process shall be applied on the new values calculated as defined above. 

Depreciation 

Article 10- Depreciation related to fixed assets is calculated on the adjusted values as described in Article 9 on a revocable basis. The depreciation amount is recorded on new values found by the adjustment process. 

In the calculations to be made with this aim, including depreciation recorded in accordance with provisions of tax regulation regarding the depreciation period as described in Article 11 of section 3 on “Regulation on Accounting Standards and Unified Accounting Plan to be applied by Banks”, assets subject to depreciation rates different from rates specified in the afore-mentioned Article are to be subject to depreciation on newly calculated rates on a revocable basis. 

Regarding the items which appear in the balance for less than a full accounting period as of the balance sheet date, the depreciation amount is calculated by dividing the depreciation amount to be recorded for one year by the holding period of the item.   

The depreciation or extinguishing rates of non-cash fixed assets shall be calculated on their new corrected values. 

Corrections in the accounts of subsidiaries, affiliates, non-traded securities and other shares

Article 11- Subsidiaries, affiliates, non-traded securities and other shares not evaluated in market values and/or not accounted according to the principles of existing regulations are subject to correction after deducting from their purchasing value:

- amounts obtained due to the addition of funds such as value increases due to revaluation which these institutions are authorized to create to their capital,

- exchange rate differences.

In corrections, registration dates of capital increases are taken into account.

Corrections in the own funds items

Article 12- In correcting own funds items, addition of funds such as value increases due to revaluation to the capital are not considered as contributions of shareholders. These types of funds are deducted from the capital. Reserves and undistributed profits are considered as capital paid by shareholders.

In correcting own funds items, the registration date of the capital increase or collection date of the payments are taken as basis. In correcting emission premiums, whether they are added to the capital or not, their collection dates are taken into consideration.  

All own fund items including reserves set aside by banks in accordance with the related regulations are subject to the corrections as defined in sub-paragraph 2 or by taking into account the dates that they are subjected to capital increase. 

Reserves set aside by banks in accordance with the related regulations as well as the nominal and paid-up capital are explained in detail in the footnotes of the financial tables at their recorded values.

As a result of corrections conducted within the framework of provisions of this section, any differences found in the paid-up capital in excess of its recorded value is reflected in the reserves account in the corrected financial tables.

Corrections in the profit and loss statement

Article 13- In order to be described in purchasing power of money in the date of the balance sheet, all items of the profit and loss statement are subject to the correction by taking their accrual date into account.

Since depreciation costs are calculated on the basis of corrected values of the assets, values found as a result of corrections are distributed to the related accounts and not corrected in the profit and loss statement once more.

Calculation of net monetary position profit and losses

Article 14-In high inflationary periods, depending on the decreases in the purchasing power of money, keeping monetary assets of which principal and returns do not change according to inflation results in a decrease in the purchasing power. Keeping monetary liabilities of which principal and returns do not change according to inflation, on the other hand, results in an increase in purchasing power. Profits and losses resulting from the net monetary position are calculated in accordance with the International Accounting Standards No.19 and provisions set in this section and reflected in the account of “net monetary position profit (loss)” in profit and loss statement. 

Case in which corrected value is greater than current value

Article 15- In case the corrected value of non monetary items is greater than the net possible value, by taking into consideration criteria like whether the decrease in the value is permanent or temporary and rate of the decrease, the value of the related asset is decreased to the value of net possible value, or if it exists to current value through set-aside provisions. The provision of decrease in value is reflected in the profit and loss statement. In determining the current value of the related asset, principles of prudence and priority are taken into account.

Calculation of correction coefficients
Article 16- In correction of transactions performed in 1970 and after, correction coefficients calculated from the indexes specified by the Board are used.  On the other hand, in correction of transactions performed before 1970, transactions are considered as if they were performed in 1970. In 2001 and after, the latest wholesale price index of the State Institute of Statistics is taken as a basis.

Financial statements to be prepared

Article 17- In the period when the financial statements are going to be prepared for the first time in accordance with the provisions stated in this section, it is obligatory to put the previous year balance sheet through correction process within the scope of the provisions in this Regulation.

For the period that will be taken as a basis for the financial tables that will be prepared for the first time according to this Regulation, the items that will be calculated by subtracting payables and own funds from assets will be recorded under the account of the previous year’s loss, and will be explained in the footnotes.

The cash flow statement, that should be prepared according to the Accounting Standards to be applied by banks and Unified Accounting Plan, should be corrected and be expressed as current purchasing power of money within the frame of the principles prescribed in this section. The cash flow statement should be corrected by multiplying the related correction coefficient with the amounts that are obtained from the financial statements, which are not put through the correction process within the scope of the principles envisaged in this section.

To come after the heading of the financial statements that are prepared as to the principles stated in this section, an “Inflation Adapted” expression should be added.

To come before the “Current Profit and Loss”, a “Net Monetary Position Profit-Loss” item should be added to the detailed and summarized income statement that is prepared as to the principles stated in this section.

In case there is an ambiguity in this section of the Regulation, the principles of International Accounting Standard No. 29 should be enforced.

Part Three

Audit Report, Principles of Evaluation and Examination, Principles for Consolidated Financial Statements and Capital Adequacy Ratio

Content of the report to be set up by the first institution

Article 18- The independent audit report to be set up by the first institution as a result of the audit to be carried out in the scope of this Regulation must, in addition to the required items defined in the framework of the regulation on the principles for independent audit principles, include the following items:

1) View of the auditor as to the conformity of the audit and examinations carried out according to the provisions of this Regulation and the auditing principles and techniques applied,

2) Data including the activities’ report concerning the bank according to the details stated in this Regulation,

3) Data including major changes and evolutions likely to influence the financial situation of the bank after the date of the financial term balance sheet dated 31.12.2001 and influence of these on the financial statements,

4) Consolidated and unconsolidated  financial statements adapted to the current period including the final corrections to be made by the first institution on the financial statements submitted by the bank, (along with annexes, explanations and footnotes),

5) Information and statements announced in addition to banks and institutions upon definition by the Agency, including statements related to the private audit method which is the basis for the corrections to be made by the institutions and for the setting up of the report, mentioned in the annex of the report.

The statement of additional data for which it is deemed necessary by the auditor that they are mentioned in the report apart from the items stated above, is under responsibility of the auditor.

Activities report

Article 19- Information related to the financial status of the bank, the changes in its financial status and its financial results are to be mentioned in the report. Factors deemed important such as events due to the bank’s activities and likely to have a considerable impact on its income must be stressed. Among income and expense resources of the bank, those that are important must be defined and the bank’s results must be given in a summary.

Major changes in the bank’s net income are to be separately stated under the presentation of the financial statements. However the source of these changes are to be mentioned as a summary in the activities’ report.

Data related to the impact of exchange rate fluctuations on the bank in the period analyzed as well as economic, financial, monetary policies or factors of direct or indirect influence on the bank compared to the weighting of foreign exchange assets in the bank’s balance-sheet have to be stated in a summary.

Data relating to the foreign exchange resources of the bank at the end of the period analyzed as well as the maturity structure of these, the nature of the financial instruments used, and exchange and interest rate structure must be stated in the report as a summary as well.

Current assets

Article 20- In the audit to be carried out by the first institution, it is to first provide that there is equivalence between accounts under the group of current asset accounts and the statement of assets and liabilities arising from the operations carried out with these accounts. In the assessment to be made, it is to state whether the bank’s deposits, assets having the nature of deposits and foreign exchange deposits in banks in the country and abroad are deposits. Amounts for which it has been found out that they are accounted under current asset accounts, but as a result of the examination carried out by the institution, in one way or another are no deposits according to whether they are entirely under the bank’s free savings account and under no maturity, must be transferred to the related accounts. Unbound to the agreement and in any way, it is obligatory that a similar evaluation be made in cases where the reimbursement of deposits made to financial institutions is made dependent on the purpose of use by the financial institution in question. In this case, the definition of  the nature of the provisions to be set aside for loans and of other receivables and the evaluations to be made within the framework of the Decree on Principles and Procedures related to the Provisions to Set Aside, if necessary along with the results of the correction, must be added to the financial statements.

Securities

Article 21- In the audit to be carried out within the framework of this Regulation, the assessment of the securities in the securities’ portfolio of banks is to be made according to the evaluation principles foreseen in the regulations stated in Article 6.

In the statements to be made related to securities that represent the indebtedness, the provisions defined in Article 6 of the Regulation and the statements of the Agency thereto related must be taken into account. In this framework, securities in banks’ securities portfolio which represent their indebtedness must be evaluated based on their market value by excluding securities to be held in the bank until the end of their maturity, as well as those which are not actively traded on stock exchanges and other organized markets along with those the market value of which cannot be defined in a reliable way, whereas the securities which are excluded from the market value calculation are to be assessed based on the discounted value by using the internal productivity method.

The 3 and 5 year maturity foreign exchange based securities exported by the Undersecretariat of the Treasury within the framework of the debt exchange are to be evaluated based on the discounted amount by deducting 1 percent from the yield ratio to be taken from the pages of the Reuters Agency TRGLB04=RR and TRGLB06=RR and set together as of 31.12.2001 on the Eurobond market of 5.11.2004 and 27.11.2006 maturity bonds exported to foreign markets by the Undersecretariat of the Treasury. In the calculation made with this aim, the ratio to be taken into account is the fixed interest rate for the payment of coupons with maturity up to one year or the one-year-LIBOR rate on the London markets on the day of evaluation. The variable part of the rate (LIBOR) applied to the payment of coupons with a maturity longer than 1 year is to be converted into a fixed interest rate by using the fixed-variable interest SWAP ratio of the day on which the interest for the payment of each coupon due is to be taken from the page of the Reuters Agency RTRSWP1. This rate to be taken into account as the yield of the related period is the ratio to be found out by adding to the ratio mentioned above the fixed part of the interest rate (spread) applied to the payments of the coupons. The coupon interest rates related to the interim periods between the payments of coupons with maturity longer than one year are to be calculated by taking the average of the interest rates of the period before and after the interim period. 

The assessment principles are to be checked upon establishment of the Accounting Standards to be Applied by Banks according to the “Securities Portfolio-030/031” and “Reserves for the Decrease in Value of Securities 032/033” mentioned in the Unified Accounting Plan, along with the view of the auditor, which must be stated in the report to be established by the first institution. 

Loans and other receivables

Article 22- Based on the financial tables and supplementary information provided by the banks, the loans and other receivables of banks are assessed within the scope of the provisions in the regulations set out in Article 6 of the Regulation. The additional provisions which must be set aside, if they exist, must be determined and included in the adjusted financial statements that include the correction transactions. 

While examining the commercial loans portfolio, the institutions shall take into consideration, based on the total amount of cash and non-cash loans including accruals and rediscounts, at least 75 percent of the total commercial loans portfolio or the loans which have been extended to the biggest first 200 customers, by taking standards and loans under close watch as the basis. Without being subject to the borders stated above, all loans extended to the risk group in which the bank exists are examined. 

On the other hand, if it is determined that any loan extended to the debtors which constitute a risk group is considered as a non-performing loan within the scope of the provisions of the Regulation on the Principles and Procedures Related to the Determination of the Loans and Other Receivables for Which Provisions Shall be Set Aside By Banks and to the Provisions to be Set Aside, all the loans extended to the mentioned risk group and all other loans determined as non-performing within the scope of the mentioned Regulation are examined by the auditor. 

In the assessment of risks resulting from credit cards and individual loans such as consumer and housing credits, the consistency and reliability of the models employed by banks are to be assessed by the auditor through using statistical data, if they exist.  If required, based on the importance criteria, portfolios of individual loans are to be examined by sampling.  

In the assessment process the whole documentation relating to loans shall be submitted to the auditor in a ready form to be examined. The auditor submits its view for the loans whose required documentation has not been provided by making its assessment within the scope of the prudence criteria. 

The collateral that banks accept for their loans and other receivables are assessed within the scope of the Regulation on the Principles and Procedures Related to the Determination of the Loans and Other Receivables for Which Provisions Shall Be Set Aside by Banks to the Provisions to Be Set Aside and announcements made by the Agency related to this. The existence of such collateral is controlled by the auditor based on the quality of the mentioned collateral, via the records of registry, expertise reports or appraisal reports of a real estate expertise company that have been made in last twelve months.  

Accruals and rediscounts

Article 23- Whether accruals and rediscounts related to income and expense generating transactions are recorded in compliance with the legislation by establishing a one to one relation with accounts they are related to, and whether the receivables and payables are recorded in compliance with the provisions of the contract that they are related to, are determined by the institution.  While making this determination, sampling methods considered as convenient by the auditor are employed and the method employed is stated in the report. 

Other assets 

Article 24- The assets under the other assets item that will be included in the supplementary reporting are regulated in accordance with the instructions and tables in the Annex of this Regulation.  In case the amounts recorded under the other assets account group of the bank are determined as non-performing and uncollectable, it is required that the amount to be assessed within the scope of the Regulation on the Principles and Procedures Related to the Determination of the Loans and Other Receivables for which Provisions Shall be Set Aside by Banks to the Provisions to Be Set Aside and correction results, if they exist, are to be included in the adjusted financial statements, by the auditor. The auditor submits its views concerning such mentioned amounts in the supplementary reporting, additionally.  An additional assessment for the amounts of receivables from the state owned institutions and organizations is not to be conducted within the scope of the provisions of the Regulation on the Principles and Procedures Related to the Determination of the Loans and Other Receivables for which Provisions Shall be Set Aside by Banks.

The evaluation of the accounts denominated in foreign currency

Article 25- The foreign exchange buying rate of the bank as of the last day of the period is taken as a basis while preparing the financial statements as of December 31, 2001 for the evaluation rate to be applied to the accounts of the banks regarding the assets and liabilities indexed to foreign currency or of foreign currency, as compliant with  “the Accounting Standards, Uniform Chart of Accounts to be Applied by Banks and Related Explanations”, except for the cases when the foreign exchange rate as of 31.12.2001 of the bank differs more than 2.5 percent from the buy rate of the Central Bank on the same date. In case it is determined that the evaluation rate which will be applied to the foreign exchange denominated accounts of the banks differ by more than 2.5 percent from that of the Central Bank on the same date, the foreign exchange buy rate of the Central Bank as of 31.12.2001 is taken as the basis.  

Forward and option contracts, and other similar contracts and structured finance products

Article 26 – Whether forward and options contracts and other similar contracts and operations, including the ones with the persons in the same risk group with the bank, are actual operations in their nature shall be determined. 

If when examining the transactions related to options and forward and other similar contracts, some concrete evidence regarding the other party’s credit worthiness is found, the assessment shall be done taking into consideration this evidence; otherwise it is necessary, based on a feature of the contract, to determine whether the transaction is fictitious.

As far as operations related to contracts mentioned under foreign exchange forward contracts are concerned, in case of cancellation of the operation before maturity, the inability of this operation to be realized in cash on the date of maturity, or the extension of maturities thereof, closure of these operations through a reverse spot transaction on the date of maturity, failure of these operations to be accounted on the same day, failure of the other party being a person or institution having sufficient financial power in order to realize their commitment, or non-equivalence between prices of forward contracts made on the same day the operations in question are considered fictitious, the corrections necessary are to be registered. 

Information related to structured finance products are submitted by the bank and the auditor in accordance with the instructions and tables attached to this Regulation.

Other matters regarding assets and liabilities

Article 27 - Matters other than findings obtained using examination and valuation methods in this Regulation about the assets and liabilities, which the auditor considers worth mentioning according to the principles of priority and prudence after his/her assessments, are also to be included in the report that shall be made.

Preparation of consolidated financial tables 

Article 28 – Consolidated financial tables on consolidated basis shall be prepared in accordance with the provisions of the “Communique on the Procedures and Principles for Banks’ Preparation and Proclamation of Financial Tables on Consolidated Basis” published on the Official Gazette of May 10, 1997 (No.22985).

In accordance with the regulation in the first paragraph, when reflecting of affiliated companies and participations, which are not consolidated with main partnership, to the consolidated financial tables, equity method shall be applied.

When the partnerships within the group of financial institutions are consolidated with the main partnership in line with the regulation in the first paragraph, the financial tables that were corrected in the context of the principles and procedures stated in the second chapter of this Regulation shall constitute the base. However, this obligation shall not apply to the reflecting partnerships out of scope of consolidation to the financial tables using equity method.

Consolidated and non-consolidate capital adequacy standard ratio

Article 29- By taking into consideration the amount of the own funds arising from the findings that are in accordance with the provisions of this Regulation, it is necessary to attach to the report the bank’s capital adequacy ratio that would be calculated on consolidated and non-consolidated bases within the frame of the Regulation on Measurement and Assessment of Capital Adequacy of Banks. In case this ratio is below eight percent, the necessary amount of capital to reach the eight percent level must be provided so as to be compliant with the orders and tables existing in the annex of this Regulation.

The Regulation on Measurement and Assessment of Capital Adequacy of Banks and its annexes and statements should be taken as a basis when calculating the related bank’s capital adequacy for the balance-sheet period on consolidated and non-consolidated bases. The standard method, the details of which were stated in the Regulation in question, should be used while calculating the market risk in accordance with the provisions of the mentioned Regulation.

According to the provision of the last paragraph of Article 12, the reserves should be considered as main capital items in the calculation of the capital adequacy standard ratio.

The scope of the examination by the second institution

Article 30- The supervision report arranged by the first institution would be examined by the second institution within the frame of the provisions of the Regulation on the Independent Supervision Principles as to its compliance with the independent supervision principles and procedures. The deficiencies arising as a result of the examination of the report arranged by the first institution and the possible effects of these issues on the financial tables should explicitly be stated in the report that is going to be arranged by the second institution. Additional instructions and reporting tables regarding the evaluations to be made by the second institution would also be announced by the Agency. The report arranged by the second institution should be completed and sent to the related bank and the Agency during the 15 working days following the day that the report of the first institution is delivered.

The second institution has the right to examine the research papers that were arranged by the first institution during the supervision; to the extent that the bank permits.

Section Three

Other Provisions

Submission of the information and documents and their assessment

Article 31- The banks are obliged to hand in the necessary information and documents to the audit institution during the supervision and make the required explanations. In case of an ambiguity or hesitations between the bank and the auditor regarding this execution, the Agency should be consulted. The bank is responsible for the reliability and accuracy of the information and the financial statements submitted to the auditor.

The auditor will ensure that the information and documents submitted by the banks are reliable and that banks have kept their records in compliance with the documentation.

Notifying unusual situations

Article 32- In case the institution realizes that the banks are off-recording or not recording duly or similar situations that would affect the banks’ position considerably, it is obliged to notify the Agency immediately without waiting for the completion of the Report.

Contracts and wages

Article 33- One example of each contract that would be made between the banks and the first and second institutions should be sent to the Agency. The payments regarding the auditing made by the first and second institutions are to be covered by the related banks. The maximum wage that the second institution can demand form the banks in return for the auditing made within the frame of this Regulation will be determined by the Agency.

Supervision and examination results

Article 34- The banks and the institutions cannot reveal the supervision and examination results, by no means, without the written authorization of the Agency. 

The adapted financial statements that are prepared as a result of the supervision and examination carried out by the first and second institutions and sent to the banks after the evaluation by the Agency, constitutes a basis for the execution of the provisions of the Regulation on the Principles and Procedures of Banking Sector Recapitalization Scheme.

Additional arrangements and statements

Article 35- The Board is authorized to make amendments to this Regulation if there is a need for clarification and the Agency is authorized to make additional arrangements and statements regarding the orders and reporting in the annexes of this Regulation. 

Enforcement

Article 36- This Regulation would be in effect as of the date of its publication.

Execution

Article 37- The provisions of this Regulation are to be executed by the Banking Regulation and Supervision Agency. 
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