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MESSAGE FROM THE CHAIRMAN

Financial crises that took place on a global scale
of which the effects are endured to this day still
prove the importance of financial stability for
countries. In accordance, Savings Deposit
Insurance Fund (SDIF), an important
component of the financial safety net of Turkey,
was established in 1983 to insure the deposits
and the participation funds in banks, resolution
of them and to recover the losses to the public.
SDIF operates as a significant member of the
financial safety net in cooperation with other
governmental bodies.

As part of the State of Emergency and the legal
arrangements following the treacherous coup
attempt on 15 July, 2016, SDIF was appointed
as trusteeship to a number of companies which
were owned, associated with or in connection
with the Fethullahist Terrorist Organization/
Parallel State Structure (FETO/PDY) which
was detected as a threat to national security.
SDIF was also assigned the task to resolve
media and press institutions whose assets
were transferred to it for sale. SDIF was given above mentioned tasks by virtue of its qualified and
skilled staff, as well as its institutional expertise.

Primary task and objective of the SDIF while performing its trusteeship duty is to conduct
operations of these companies in accordance with business practices acting as a prudent
businessman and to maintain contribution of these companies to the national economy. The
companies which are assessed to be “unviable” due to their financial or partnership structures,
market conditions or other issues will be sold to a third party or liquidated to weather their
negative effects to the economy. One other major concern for the SDIF is to avoid unjust treatment
of the employees of these companies, and to prevent unemployment. Additionally, transparency
and accountability when performing its trusteeship duty is of utmost importance, as with all
operations of the SDIF.

As of March 2018, 985 companies and businesses from 44 cities of Turkey are under the
trusteeship of the SDIF. Additionally, the SDIF has been assigned as trustee to shares below 50%
of 142 companies and assets of 125 natural persons. These companies have a total asset size of
approximately 49.4 billion TL, with 24.6 billion TL in total revenues and 19.7 billion TL in total
equity. 50,192 persons are employed in these companies.
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Besides its trusteeship duty, SDIF meticulously carries out the task of determining, evaluating and
sale of the assets of 149 media and press institutions that were closed down during the State of
Emergency and were transferred to it by the Ministry of Finance for said purposes.

Within the scope of deposit insurance activities to protect rights and interest of the depositors,
deposit insurance reserve of the SDIF reached 7.498 million USD as of the end of 2017. This
amount equals 7.6% of the total insured deposits and participation funds which is well above the
International standards. On the other hand, taking into account that we in an era where global
crises and the geopolitical risks ever so often threaten us, we feel that the deposit insurance
reserve, which is of significant importance with regard to minimizing losses to the public and
reflecting the financial strength of the deposit insurance system, should be raised even to a higher
level.

Up to the present, 26 banks, 25 of which before 2004, have been transferred to the SDIF. The SDIF,
by way of carrying out operations to provide that these banks were resolved efficiently, swiftly
and by minimizing the cost to the public, ensured removal of failed banks from the system without
damaging confidence and reintroducing the banks that are viable to the system.

Within the context of efforts to recover the burden which the banks transferred to the SDIF
imposed to the public, the amount of collections reached a total of 22,971 million USD as of the
end of 2017. Of this amount, 12,353 million USD of debt was repaid to the Undersecretariat of
Treasury, while 1,418 million USD of advances was repaid to the Central Bank of Turkey. In
addition, approximately 5,577 million USD of funds were transferred to other public organizations
and institutions, particularly the Ministry of Finance, and 1,895 million USD of funds were
transferred to other agencies and institutions.

The SDIF also puts significant emphasis on international cooperation and to comply with
international principles and standards within the scope of its field. In this context, in addition to
strengthening cooperation with the International Association of Deposit Insurers (IADI) and the
European Forum of Deposit Insurers (EFDI) as an active member, the SDIF intensively carries out
its work towards compliance with the European Union (EU) standards and fundamental
principles established by the Financial Stability Board (FSB), as well as enhancing communication,
information and expertise sharing with other equivalent institutions.

The SDIF makes, and will continue to make great effort to perform the tasks it undertakes in the
best way possible and will carry on its operations with the awareness that it fulfills an important
duty with Trusteeship activities, along with significant contributions to financial stability.

Muhiddin GULAL

Chairman
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1.1.  Historical Background of the SDIF

The SDIF was established on July 22, 1983 within the body of Central Bank of the Republic of
Turkey in order to insure the savings deposit. As a result of the economic crisis in 1994, the SDIF’s
powers were expanded, and in addition to insuring the savings deposit, it was mandated with
strengthening the financial status of banks and restructuring them when necessary.

The finance industry crossed the borders of countries in the late 90’s, and began to serve in a more
sophisticated and faster manner, thus calling for more specialized, better functioning,
independent regulatory and supervisory organizations. The global trend of entrusting the audit
task, which was previously undertaken by Central Banks and Ministries, to an independent
organization made an impact on Turkey as well, and led to the foundation of BRSA in 1999 when
the SDIF’s authority and administration were transferred to the BRSA.

The establishment of the BRSA and the commencement of its operations coincided with the
second financial crisis that broke out in Turkey the number of bankrupt banks, which was 4 at the
first stage in 1994, increased to 25 in early 2000’s when the second stage came into play. On
December 26, 2003, the Fund’s Board was appointed as the decision making body of the SDIF, and

took on an autonomous status.

m 1994 mmmm

w{m
2 Ml

Establishment of The authority to The administration SDIF has achieved The authority to The trusteeship
SDIF under the strengthen the and representation an autonomous make regulation has ;aSks e powehr S |
administration and financial structure of SDIF were given status by the Law been given to SDIF Sl?;;‘l EIV:}? tg the
representation of and restructure to BRSA by the Law No: 5020 by the Law e Nz})’- 6764 / ilizee
CBRT in order to the banks has been No: 4389 No: 5411 0 :

- aw No: 6758
insure the saving given to SDIF
deposit

Figure 1: Historical Background of the SDIF

Put into force in November 2005, the Banking Law No. 5411 brought about major changes for
the Turkish deposit insurance system and the SDIF. This law expanded SDIF’s authorities, and
entrusted the SDIF with the authority to designate the coverage and limit of insured deposit
specified by the BRSA in accordance with past regulations.

In addition, the SDIF is authorized to determine the tariff, collection term and mode of the risk-
based insurance premium. Another novelty introduced by the Banking Law No. 5411 is to put
participation funds of natural persons in participation banks under the SDIF’s guarantee.

In accordance with the Decree Law (introduced as a law by the Law No.
6758 0f 11/10/2017) No. 674 published within the scope of SoE declared after coup attempt on
July 15, 2016, it was decided to transfer the task and powers of trusteeship, which were
possessed by the companies assigned/to be assigned with a trustee in accordance with the article
133 of the Code of Criminal Procedures, to the SDIF due to their attachment, relation or contact
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with the FETO/PDY terrorist organizations, and the Decree Law in question set out provisions
concerning the sale and liquidation of the said companies and their assets.

1.2. Functions and Responsibilities

The SDIF fulfills its duties in line with the powers entrusted
by the Banking Law No. 5411, the Law No. 6758 on Deposit il

. . . Insurance Resolution
amending and accepting some regulations made by DL
within the scope of SoE and other relevant legislation.

One can consider and sum up the SDIF’s functions under
the titles of deposit insurance and bank resolution,
recovery and trusteeship operations carried out
related to SoE:

Recovery Trusteeship

»  Insuring deposit and participation funds in order to
safeguard rights and interest of savings account
holders, Figure 2: Functions of the SDIF

=  Managing the fund-affiliated banks, strengthening their financial structures, restructuring,
transferring,
merging, selling and liquidating them,

»  Performing and concluding procedures of debt
follow-up and collection,

*  Managing the SDIF’s assets and resources,
= Performing tasks undertaken within the scope of SoE.

Within the framework of Deposit Insurance Operations, the SDIF sets policies for deposit
insurance, introduces necessary regulations, measures and manages risks resulting from deposit
insurance, monitors the industry and bank-related risks, and collects revenues as defined by the
Article 130 of the Banking Law.

As a part of the Bank Resolution Operations, the SDIF resolves the banks transferred to the
Fund, and those with a revoked operating license. Establishing an early warning system for banks,
developing fast and cost-effective resolution methods and maximizing the recovery of resources
transferred to banks also fall under the category of the Bank Resolution Operations.

Operations performed to recover maximum resources provided to the banks transferred to SDIF
and the ones with a revoked Operating License are also considered as Recovery Operations.

In addition to main operations performed by SDIF, tasks and powers of trusteeship, which were
possessed by companies assigned/to be assigned with a trustee due to their attachment, relation
or contact with the FETO/PDY terrorist organizations, have been added to tasks of SDIF in
accordance with the SoE process started after coup attempt occurred on July 15, 2016.

SDIF is an organization which possesses legal entity and has financial and administrative
autonomy. The SDIF acts on its own to perform its duties. The SDIF’s resolutions are not subject
to any conformity audit. No agency, institution, authority or person is entitled to give any order or

10
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instruction to influence resolutions of the Fund’s Board. The SDIF holds the right to ask public
institutions and organizations and natural persons for any type of information and document
within the boundaries of its missions entrusted in line with the Banking Law.

1.3.  Organizational Structure of the SDIF

The Fund’s Board is the decision-making body of the SDIF, and composed of seven members
including one chairman and one vice chairman. The Chairman of the Fund’s Board serves as the
SDIF’s chairman responsible for overall management and representation of the SDIF, and putting
resolutions of the Fund’s Board into force.

The working procedures and principles of the Fund’s Board are set forth by the “Regulation on
Working Procedures and Principles of the Savings Deposit Insurance Fund’s Board” published in the
Official Gazette No. 26036 of 12/27/2005. The Fund’s Board took a total of 347 resolutions in
2017 as they are presented in Chart 1 by subjects.

Distribution of the Fund's Board's
resolutions

B Resolution & Trusteeship Activities
Deposit Insurance Activities

Foreign Relations

. Internal Regulation

317

Chart 1: Distribution for Resolutions of the Fund's Board

The SDIF is based in Istanbul, with an office in Ankara. The organizational structure is composed
of 2 Vice Chairmen, 10 Department Heads and 4 General Managers in accordance with the
“Organizational Regulation on the Savings Deposit Insurance Fund” published in the Official
Gazette dated 03/25/2006 and No. 26119, and put into force by the Cabinet. In addition, it houses
15 Consultancy Services for the Chairman. The SDIF’s organizational chart as of March 2018 is
presented in Figure 3.

11
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SAVINGS DEPOSIT INSURANCE FUND

President

Advisors to the President

Vice - President Vice - President

Audit Department —  Finance Department — lls;tCnﬂecl:::
Directorate of
. Human Resources,
Asset Management | 2nd Collection e raliE el
Department Department Operations
| Insurance and Risk | Legal Affairs Dep ent | Directorate of Media and
Monitoring Department Public Relations
Strategy Dew:ltpmm?t | Subsidiaries and Real | Din_ec'tnrate of _
Departm Risk Estate Department Information Technologies
Directorate of the Office
Support Services Services of the Fund's
Department Boards

Figure 3: Organizational chart of the SDIF

1.4. Corporate Governance
Corporate

The organizational structure, business )
Performance
Management

processes and management strategies of the
SDIF are all specified by the Banking Law and : ‘mf,'];g'lﬁtlfg"
sub-regulations introduced in line with the
Banking Law. On the other hand, the SDIF’s
historical progress, experience and
corporate culture play a major role in Corporate
.. ' Management
establishing the corporate governance. 2
Systems

Cation

Corporate

Comm unj

Operations held by the SDIF for corporate
governance practices are listed below in the

“Cycle of SDIF Corporate Governance
Systems”.

Since its inception, the SDIF has set an

example for domestic and international

organizations, offering corporate Figure 4: Cycle of Corporate Management Systems

governance systems, and attracting attention
in bank resolution, recovery, financial management and corporate development practices in

particular.

12
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1.5. Human Resources Management

The SDIF conducts all operations with a total of 339 personnel. Working for Birlesik Fon Bank
and companies under the SDIF, 99 professionals take office temporarily in the SDIF’s departments.
The Fund’s personnel by title is presented at length in Table 1.

Status Title LT @
Personnel
Vice President 2
Head of Department 6
Advisor 13
Manager 4
Group Coordinator 21
Contracted Personnel Fund’s Lawyer 75
Fund’s Auditor 12
Fund'’s Expert 113
Fund’s Assistant Auditor 2
Fund’s Assistant Expert 14
Chief 21
Physician 1
Administrative Contracted Personnel Adm¥n%strat¥ve Chief 1
Administrative Personnel 41
Back-up Personnel 13
Overall 339

Table 1: SDIF’s Personnel by Title

89.38% of the SDIF’s employees hold at least a bachelor’s degree. The SDIF’s employees by
educational background are presented in Chart 2.

Personnel by Educational Background

Master's Degree, 37
PhD, 2

/ Others, 6

High School, 21

Associate's Degree,
9

Bachelor's Degree,
264

Chart 2: SDIF’s Personnel by Educational Background

A total of 2 training sessions were held in 2017 as a part of the annual training program drawn up
in line the Article 48 of the SDIF’s Regulation on Human Resources and aforesaid trainings were
provided to personnel of Directorate of Information Processing.

As a part of the “Procedures and Principles on Staff To Go Abroad For Training, Examination and
Research”, SDIF has its personnel go abroad to increase professional information, carry out
research, hold examination and have training in the relevant field of activity. In 2017, the Fund
granted a permit for one employee to study abroad in an effort to hold a master’s degree as a part
of the aforesaid procedures and principles.

13
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In line with the “Procedures and Principles on Designation of Employees to Receive Foreign
Language Training within Turkey”, the SDIF provides willing employees with foreign language
training in Turkey to improve their linguistic skills. Within the scope of aforementioned
procedures and principles, total of 12 employees benefited from the opportunity of foreign
language training in 2017.

In addition, 24 employees took part in a total of 11 events including conferences, workshops and
seminars held abroad.

1.6. Corporate Communications Management

Making use of various communication means, the Publications
SDIF built a communication network in an attempt Annl‘gﬁfp”m
to share developments concerning its operations

with the public in an effective, accurate and
intelligible way, raise public awareness in deposit

insurance, and improve public trust in and the image Means of Public

of the Fund. - Communication

In 2017, the SDIF managed to establish effective
communication with the public through television
networks, newspapers and online instruments, as
they are the most effective means of mass media. A
total of 39,725 news about the SDIF were covered by
the print and visual media in 2017 while 3,572 of
them were covered by newspapers and TV networks
covered 1,463 of them.

Figure 5: Public Communications Channel of SDIF

On other hand, a total of 34,530 news were covered about the SDIF online in 2017. In addition,
the SDIF is available on social media networks (Facebook, Twitter, etc.) as well.

News Coverage About SDIF News Coverage About SDIF by Impact

Tv = Newspaper =Internet » Positive = Negative

Chart 3: News Coverage about SDIF Chart 4: News Coverage about SDIF by impact

14
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On a yearly basis, the SDIF performs an impact analysis over the content of news covered by
newspapers. Out of 3,732 news covered by newspapers in 2016, 3,572 of them (accounting for
96%) promoted the positive image of the SDIF in the public eye.

The official website is another communication means that the SDIF makes effective use of to reach
out to the public. The website provides the public with information about the deposit insurance
system on a regular basis through announcements and notifications for asset sales, debtors and
debtees.

Providing explanatory information for the coverage and sum of the deposit insurance,
promotional materials (Appendix:1) are displayed at all bank branches across Turkey in an effort
to improve the efficiency of the deposit insurance.

The SDIF draws up annual and quarterly reports as a part of activities held to improve
communication with the public.

On the other hand, the Fund responds to information requests submitted in line with the Right to
Information Act No. 4982, and to questions posed by the Prime Ministry Communication Center
(BIMER), Presidential Communication Center (CIMER) and the Grand National Assembly of
Turkey. In 2017, the Fund responded to a total of 14,984 information requests submitted in line
with the Act No. 4982, and to 4,283 applications delivered by the BIMER and 698 applications
delivered by the CIMER, and 26 questions posed by the Parliament. The number of information
requests submitted to the Fund by years is presented in Chart 5.

16,000 Information Requests 14,984
14,000 - (Number)
12,000 - 10,199
10,000 -
8,000 -
6,000 -
4,000 -
1,716 1,900 2,273
2,000 - ’ - 1,144
, 1N 1]
2012 2013 2014 2015 2016 2017

Chart 5: Information Requests

15
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1.7. Internal Audit

In accordance with the article 124 of the Banking Law, the internal audit of the SDIF shall be
carried out in line with procedures and principles to be specified by the SDIF while the external
audit shall be performed by the Court of Accounts in a way to review annual expenses and
spending. In 2017, the Department of Audit entrusted to provide auditing services required for
SDIF activities performed

o inspection and investigation activities in the presence of Fund's companies,
o inspection and investigation activities in the presence of the Fund,

. reviews on authorization for investigations of prosecution offices,

o and internal auditing operations

In accordance with the repealed article 15/7-a and article 15/7-b of the Banking Law No. 4389,
and the article 134 of the Banking Law No. 5411, the Fund performed reviews and investigations
for companies transferred to the Fund's portfolio.

Within this framework, some inspections and investigations were launched with regard to the
resolution operations of the SDIF as well as administration and personnel. A major part of the
inspections and investigations concerning resolution operations is composed of procedures for
banks transferred to the Fund along with their management and audit, as well as inspections
resulting from agreements on share transfer.

As a part of views on whether to grant authorization for prosecution offices, the Fund drew up
reports to constitute a basis for investigation authorization requested by judicial authorities in
accordance with the article 127 of the Banking Law for investigations to be launched with regard
to crimes allegedly committed by the Fund's personnel and other professionals working for the
Fund's affiliates.

The efforts pertaining to the operations for internal audit have continued as a part of the Internal
Audit Program.

16
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1.8. Corporate Risk Management

In 2014, as a part of Corporate Risk Management efforts, the Fund designed a Strategic Risk
Management Model, which operates in integration with the corporate performance management
model and monitors strategic risks for the Fund on a strategic level, to put into force for the
Strategic Planning Period between 2014 and 2016.

Vision

Monitoring
Operations

Priority

I
. Probability Impact Level
Strategic Goals i i eve
1 1 1
v v v

Strategic Projects ve

. Risks
Operations

\/

Figure 6: Model for Strategic Risk Management

The Strategic Risk Management Model aims to identify risks for strategic projects and activities
specified by risk experts under the Fund’s strategic goals, and ascertain probability, impact and
importance levels of identified risks, and carry out efforts to improve control activities. This
ensures to monitor, evaluate and report risks with corporately strategic importance in addition
to the Fund’s improvement of performance on a yearly basis.

1.9. Financial Management

The Fund’s main sources of revenue are specified by the article 130 of the Banking Law and the
“Regulation on Resources of the Savings Deposit Insurance Fund and Utilization of Resources”. In
addition, the Fund is entitled to be indebted to the market as long as the Undersecretary of
Treasury grants a permission to do so. The Undersecretary of Treasury is entitled to exclusively
issue government domestic debt securities to loan to the Fund when the need arises. As long as it
consults with the BRSA and the Fund’s Board agrees to it, the Fund is entitled to receive an
advance payment from banks for up to the total sum of insurance premiums paid a year before to
the account of premium obligations to incur in the future. Upon the Fund’s demand, the CBRT is
entitled to grant an advance to the Fund under exceptional circumstances and in case the Fund’s
resources do not suffice.

The Fund is entitled to make use of resources allocated to itself in line with its duties and powers.
The procedures and principles for the utilization of Fund’s resources are specified by the
aforementioned Regulation. The Fund’s expenses are defrayed by the Fund'’s resources.
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Figure 7: The Fund's Resources and Usage

Disciplining the SDIF’s expenditures during the performance of SDIF’s functions and powers
specified by the Banking Law, and ensuring efficient use of resources and taking consistent
decisions for the future call for monitoring revenues and expenditures of the Fund under a budget
discipline. To draw up “the Expense Budget of the Savings Deposit Insurance Fund for 2017”, the
Fund made sure to establish a structure that would comply with savings principles and enable to
performs duties with no hitch. Projected expenses for the Expense Budget of 2017 were defrayed
by the Fund’s operational revenues in deposit insurance.

In line with the Organizational Regulation and powers entrusted to the Fund’s Board, the SDIF put
the Expense Budget of 2017 into force upon the Board’s resolution in line with the main strategy,
goals and objectives of the Fund.

The Expense Budget for 2017 accounted for TRY 82 million in total while the Fund spent TRY
74.72 million out of the budget that corresponds to 8.88% as savings. TRY 43.48 million was spent
on personnel expenses while TRY 20.28 million was put into use for purchase of goods and
services.

Allocations and expenses by main items are presented in Table 2.
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Appropriations and Expenditures for the Expense Budget of 2017

Total Appropriation Accrual Realization
T fA iati 12/31/2017
ype of Appropriation for 2017 (TRY) /31/ Rate (%)
(TRY)

Personnel Expenses 46,930,000 43,475,437.33 92.64%
Publi(': Premi'um.Expenses for Social 4,460,000 4,159,599.53 93.26%
Security Institutions
E for Purch f Good: d

FP ISR e 21,715,000 20,277,342.18 93.38%
Service
Current Transfers 5,125,000 4,138,611.47 80.75%
Capital Expenses 3,770,000 2,664,084.17 70.67%
Total 82,000,000 74,715,074.68 91.12%

Table 2: Expense Budget by Allocations and Expenditures

1.10. Corporate Information Management

The SDIF has purchased new hardware and security products for the infrastructure of corporate
information systems in an effort to allow for faster and safer transactions to contribute to the
operations, and reinforced the security of networks and information systems, and integrated the
new software upgrades and additional improvements with the information systems in place.

Participated in Kamunet Project which is a special virtual network created for all public
enterprises. Negotiations have been conducted with public enterprises with which we make data
exchange and communication has been started to be carried out via Kamunet. New connections
are established by communicating with public enterprises which participated in the project.

Efforts have been started to get consultancy and certification required within transition to ISO
27001 Information Security Management Process. It is planned that ISO 27001 Information
Security certification will be obtained by completion of the project by the end of 2018.

Efforts on cyber security which became important in public were conducted, in this context, cyber
security practice, which was performed in Ankara, was participated and plan for training courses
to be received with respect to cyber security in 2018 was prepared.

Efforts have been started to integrate the services of “Receiving Qualified Shareholder Application
and Notifying the Relevant Person after Performing Investigation” and  “Responding to
Information Requests related to Prescribed Deposits, Participation Funds, Trusts and
Receivables, Evaluating and Finalizing the Claims for Refund” into e-government platform and, in
this context, Qualified Shareholder was transferred to e-government platform, on the other hand,
it was planned that Prescription Query System would be transferred during 2018.

With the “Project for Company Management System” conducted during 2017, it has ben ensured
that economical and administrative data collected by Department of Real Estate regarding
companies to which SDIF was assigned as Trustee can be quickly processed, safely recorded,
consolidated and required report types can be created correctly and quickly.
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Efforts on renewal of official website of the SDIF has been started and the new design is planned
to be deployed during 2018.

E-signature application has been put into service in the permission and performance systems and
systems have been transferred from paper to digital platform. Software for e-prescription
application has been completed.

Within the frame of second phase of prescription system; querying and updating safe-deposit via
trust transactions, transfer report, inter-departments transfer report, cremation report,
department-based safe-deposit report developments, additional improvements regarding
prepaid cards in prescribed deposit, participation fund, trust and receivables query have been
made and integrated into the system.

Efforts for preparing internal and external reports, which are created on the basis of corporate, in
accordance with specified institutional standards through a certain information system
infrastructure over a single unit and submitting these to the relevant persons/institutions have
been carried on during 2017 as well.

1.11. Strategic Planning and Corporate Performance Management

The corporate performance management and strategic planning operations started in 2005, with
the establishment of the Strategy Development Department, have been effectively carried out and
coordinated with active participation of all Fund departments. The term for the strategic planning
is for three years, and the top management decides on the strategic direction of the SDIF for each
term, and sets strategic goals and objectives.

Corporate performance evaluation meetings are held at the end of the year and attended by the
top management of the SDIF, and such meetings allow to review and assess what the SDIF has
achieved on both the corporate and departmental levels. In addition, a plan is designed for the
next three years as a part of a meeting on performance evaluation held in a way to coincide with
the end of each three-year planning term in an effort to designate the vision, strategic goals and
objectives of the SDIF for the following term. In 2007, these meetings were labeled as “Strategy
Summit” to enable them to assume a corporate identity.

The corporate performance management model to be adopted for the SDIF is designated upon
feedbacks and suggestions of the Fund’s departments and submitted to the Fund’s Board for
approval. At the end of each strategic planning period, the Fund conducts an analysis on the
corporate performance management model, identifies pros and cons of the model, and exerts
efforts for the improvement of the model to be adopted for the following period.

The SDIF’s corporate performance is followed up through “The Corporate Development Plan -
(CDP)” drawn up on an annual basis.

1.11.1. The Strategic Planning Period for 2017-2019

The SDIF held 8t Strategic Summit, on 22th of May, 2017, to plan the period of 2017-2019, and
set the vision, strategic goals and objectives of the SDIF for the related term.

Incorporating the SDIF’s vision, principles, strategic goals and objectives, the Strategy Map for
2017-2019 entered into force in 2017 upon the resolution of the Fund’s Board.
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Figure 8: SDIF’s Mission, Vision and Principles for 2017-2019

It has been decided with the common view of all the participants of the Summit that the vision
“Growing into a Globally-Known Brand in Deposit Insurance and Resolution”, which was
designated during the SDIF’s strategic planning period for 2014-2016 with a view to making sure
that the SDIF springs to mind first anywhere around the world
when it comes to deposit insurance, bank and asset resolution,
would be used during the strategic planning period for 2017-2019

as well.
CET
- - Resolution
The SDIF’s Institutional Development Plan (IDP) for 2017-2019 daeacl Re Cpeiry’

was structured under 3 Strategic Goals that are dubbed strategic
perspectives that enable to set the SDIF’s Strategic Goals. These
goals are to improve the Fund’s efficiency in

. Deposit Insurance
. Bank resolution and
* Corporate Development Figure 9: SDIF's Strategic Goals for

2017-2019

The SDIF’s 2017-2019 Strategic Map was designed after the visionary principles, strategic goals
and objectives had been introduced.

Built on that vision, the Strategic Map is a summarized and schematic display of the SDIF’s
strategic plan for 2017-2019 goals while the SDIF’'s 2017-2019 Strategic Map is presented as
follows:
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Figure 10: SDIF's Strategic Map for 2017-2019

Within the scope of strategic objectives stated above; the SDIF carried on it activities in 2017 by
attaching great importance to efforts on deposit insurance, recovery, bank resolution and
institutional development. In addition to the aforesaid activities, trusteeship task granted itself by
the end of 2016 as a result of SoE process has been added to its main operations as well and this
task became the field of business on which the main focus was put in 2017.

In addition to this, a necessity regarding reviewing the Corporate Performance Management
Model, revising the SDIF's Strategic Map for 2017-2019 in a way to incorporate new field of study
has occurred as a result of trusteeship studies becoming a permanent task for the SDIF. Within
the scope of this need, it is planned that a new corporate performance management model to be
implemented as of 2018 will be designed and adjusted in accordance with the institution in a way
to incorporate new field of activity of Institutional Development Plan (IDP).
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1.11.2. The SDIF’s Financial Performance Evaluation for 2017

The SDIF’s financial performance is examined under two main sections as deposit insurance and
resolution, the financial goals and realization figures for 2017 and the objectives anticipated for
2018 are indicated in the Tables 3 and 4.

Deposit Insurance Operations
Financial Goals and Performance for 2017 (in million USD)?

Year 2017 12/;‘;/0;017 Year 2018
Performance Realization Realization Cumulative Performance
Goal Rate (%) Realization Gzl
Reserve (Opening) 6,609 6,609 - - 7,498
Deposit Insurance Operating 671 811 121% 13,032 904
Revenues?
Financial Revenues (interest etc.) 551 483 88% 6,547 565
Deposit Insurance Operating ) 25 ) 47 185% ) 1,409 ) 26
Expenses
Budget Expenses - 20 - 20 100% - 2
Subordinated Loans Given? - - - - 560 -
Payments for Insured Deposits and ) ) } ) 283 :
Participation Funds*
Other Expenses - 5 - 27 530% = 5

Amount Transferred to

Resolution - - - -4,227

Operations

Elllaluatlons and Valuation ) 453 ) 358 799, . 6,445 - 345
Difference

Reserve (End of Term)® 7,353 7,498 102% 7,498 8,595

Table 3: Financial Goals and Performance of Deposit Insurance Operations

1.

N

AW

IS

The figures presented in the table are calculated based on the total transactions made by the Fund in cash, Government
Debt Securities (GDS) and the Sukuk since the foundation of the Fund, and exchange rates on the day of transactions.
The operating revenue items of deposit insurance include insurance premiums, prescription revenues, administrative
fines etc.

This is the sum of subordinated loans given to Birlesik Fon Bank on 09.24.2014.

As a part of operations carried out to pay the insured participation funds to the holders of the funds at Asya Katilim
Bank, the Fund transferred TRY 974,332,283.12 (USD 282,537,997.14) to Vakif Katilim Bankast A.S. on 02/12/2016.
It stands for exchange differences that result from the presentation of the figures in the table in USD.

The part of the deposit insurance reserve put into use in Sukuk and GDSs accounts for USD 7,632 million while the
interest and valuation difference for Sukuk and GDSs is USD 529 million. When this sum is added, the year-end reserve
accounts for USD 8,026 million (TRY 30,584 million). (Excluding subordinated loans) (Including the deposit interest
rediscount)

As a result of deposit insurance operations carried out in 2017, the SDIF aimed to increase the
reserve sum of deposit insurance, which stood at USD 6,609 million as of the end of 2016, to USD
7,353 million by the end of 2017. The deposit insurance reserve of the Fund stood at USD 7,498
million as of 12/31/2017.

The total operating revenue for deposit insurance accounts for USD 811 million in 2017 while USD

672 million out of this sum is composed of insurance premium collections, and USD 24 million
comprises prescription revenue, and USD 5 million consists of fees from share transfers, system
entrance fees and administrative fines, and USD 110 million is composed of amounts collected
from the advance given to banks with a revoked operating license. The utilization of the deposit
insurance reserve generated USD 483 million of financial revenue.

23



SAVINGS DEPOSIT INSURANCE FUND ANNUAL REPORT 2017

In 2017, the Fund generated resolution revenue of USD 146 million in resolution operations, and
financial revenue of USD 10 million in making use of reserves pertaining to resolution operations.
Over the same period of time, the sum of the payment to the Undersecretary of Treasury was USD

258 million while the one made to other institutions and organizations

accounted for USD 4 million.

Resolution Operations
Financial Goals and Performance for 2017 (in million USD)?

Year 2017 0 Year 2018
Performance Realization Realization lczu/ngli{:t?vlg Perf(;)mlkzmce
Goal 2 Rate (%) Realization od
Reserve (Opening) 341.84 341.84 -
118.80 146.15 123%

Collections from Non-Performing Loans 77.71 100.82 130%
Collections from assets 14.36 3.67 26% 1,792
Collections from the Fund's Banks 26.74 41.09 154% 2,607
Collections taken in Consignment* - 0.56 - 220
Other Collections - - -
Financial Revenues (interest etc.) 12.63 10.37 82%
Treasury Debts - - -

nce Payments from CBRT - - -
Amount Transferred From Deposit
Insurance Revenues i i i
Funds Transferred to Banks - - - -
Resolution Expenses - 109.87 - 16.37 15% s 87
Collection Refunds - 2549 - 2.30 9% = 35
e et e Glecudfon . gg3 - 022 w -
Offshore Payments - 7901 - 1345 17% - 16 - 51
5,“{':::;';;1 xc;ze: fut of Collection taken 519 ) 0.02 0% ) 220 )
Other Payments - 0.16 - 0.37 - - 251 - 1
Treasury Debt Payments - 204.26 - 258.07 126% - 63
CBRT Advance Payments - - - - 1,418 -
Payments to Public Institutions - 6.30 - 422 67% - 5,577 - 2
Payments to Other Natural/Legal 0.09 ) 0.18 209% i )
Persons
E\_/aluation and Valuation - 14.02 ) 9.68 69% ) 5
Difference?
Reserve (End of Term)® 138.74 209.84 151% 390

Table 4: Financial Goals and Achievement of Resolution Operations

1. The sums presented in the table were calculated on the basis of the SDIF’s transactions in cash and GDDSs as well as
the exchange rate of the transaction date.

2. Asapart of the SDIF’s Strategic Planning operations, cash projection amounts prepared in January each year are
taken as a basis of performance goal.

3. Gross and in-cash collection figures are taken into account for resolution revenues. Transactions made from
collections such as refund, payment etc. are not deducted.

4. It consists of the cash collaterals and collections taken in consignment with regard to commercial transactions of the
BMC Sanayi ve Ticaret A.S., and of the payments made/refunds from these amounts.

5. It stands for exchange differences that result from the presentation of the figures in the table in USD.

6. USD 82 million of this sum is composed of collections with an ongoing process to form priority lists, and blocked

accounts where collections with ongoing legal procedures are monitored. The remaining sum will be transferred to
the Undersecretariat of Treasury in case the reserve amount except for precautionary reserve worth USD 100 million
held by the Fund for the enforcement of resolution operations in accordance with the “Principles and Procedures on
Transferring SDIF’s Cash Surplus to the Accounts of the Undersecretariat of Treasury” hits USD 20 million.
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DEPOSIT
INSURANCE
ACTIVITIES

2.1. Deposit Insurance Operations

2.2. Coverage and Limit of Deposit Insurance

2.3. Risk-Based Premium System

2.4. Collection of Insurance Premiums and Audit Process

2.5. Developments in Insured Deposits and Participation Funds

2.6. Relations with the Financial Safety Net

2.7. International Association of Deposit Insurers (IADI) related
activities

2.8. European Forum of Deposit Insurers (EFDI) related activities

2.9. Other International Operations
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2.1. Deposit Insurance Operations

Financial crises revealed the importance of deposit insurance systems in achieving financial
stability once again. Following the global crisis, the deposit insurance organizations along with
other representatives of financial safety net have played a more active role in achieving financial
stability, preventing financial crises and conducting crisis management and bank resolution
operations. The deposit insurance organizations in the world have made great efforts to enhance
their capacity to prevent crisis and to develop effective crisis management approaches. On the
other hand, the importance of strong cooperation among deposit insurance organizations
increases gradually.

The scopes of crisis management and resolution have been redefined to incorporate all functions
of financial sector within the financial reforms introduced after the global crises by the Financial
Stability Board (FSB) and other international regulatory and supervisory authorities and
organiztions to strengthen functioning of the global financial system. Currently, implementations
of these regulations on global scale, has been reviewed and evaluated.

In the light of these developments and considering the increased role of deposit insurance
organizations, the SDIF has also made efforts to comply with newly introduced international
standards, including particularly IADI Core Principles, FSB Key Attributes, and EU Directives. In
this respect, the SDIF continued its efforts in cooperaiton with the BRSA for a legislative
amendmentin 2017 as well.

In 2017, the SDIF continued to undertake deposit insurance activities in line with the goals to
safeguard the rights and interests of depositors and to ensure financial stability.

Furthermore, the SDIF continued its efforts to improve communications and collaborations with
deposit insurers and relevant institutions/organizations of other countries in deposit insurance
and resoluiton, and to boost exchange of knowledge and experience in 2017.

2.2. Coverage and Limit of Deposit Insurance

Since the establishment of the SDIF in 1983, the coverage and limit of deposit insurance for
savings deposits and participation funds have undergone various changes over the years with
regard to the requirements of the term (Appendix:2).

The coverage and limit of deposit insurance were specified by the “Regulation on Deposits and
Participation Funds Subject to Insurance and Premiums collected by Savings Deposit Insurance
Fund”, entered into force and published in the Official Gazette N0.26339 of November 7, 2006. The
Regulation in question was amended by the ”Regulation on Amendment to the Deposit and
Participation Funds Subject to Insurance and Premiums Collected by Savings Deposit Insurance
Fund” published in the Official Gazette No. 28560 of 02/15/2013, and the insurance limit, which
originally stood at TRY 50 thousand as enforced on July 5, 2004 for insured deposit and
participation funds, was updated and increased to TRY 100 thousand in consideration of economic
and financial criteria such as the cumulative inflation rate and the sum of savings deposits per
capita and the share of the insured deposits in total number of deposits.

This regulation stipulates that the capital and accessories of any savings deposit or participation
fund account opened in TRY, foreign currency or precious metal with no subject to any
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commercial transaction on behalf of natural persons in a domestic branch of a credit institution
operating in Turkey will be covered for up to TRY 100 thousand (Figure 11).

The sum of principals and the interests of

deposit accounts and : : : : at domestic branches of
participation fund accounts Eu::ﬂﬁurk;ih ]I‘éﬁ;,i:?sm::;%als credit institutions
opened by natural persons yorp operating in Turkey

Are insured up to TL 100,000.

Figure 11: Coverage and Sum of Deposit Insurance

The regulation stipulates that the deposits and participation funds that are opened in foreign
branches of credit institutions as well as deposits and participation funds opened in credit
institutions operating as off-shore banks, as well as usurious interests accrued by credit
institutions shall not be subject to insurance.

The savings deposits and participation funds in credit institutions that are not covered by
insurance are specified in the Article 64 of the Banking Law. In this respect,

Deposits, participation funds and other accounts of majority shareholders of respective
credit institutions, their parents, spouses, and children under custody,

. Deposits, participation funds and other accounts of chairmen or members of the board of
executives or directors, CEOs and Deputy CEOs of respective credit institutions, their
parents, spouses, and children under custody,

Deposits, participation funds and other accounts included in the scope of assets resulting
from crimes specified in the Article 282 of the Turkish Criminal Code No. 5237 of
9/26/2004.

Other deposits, participation funds and accounts specified by the BRSA

shall not be subject to insurance.

2.3. Risk-Based Premium System

The calculation and collection of insurance premium sums to be paid by credit institutions are
subject to the provisions of the “Regulation on Deposits and Participation Funds Subject to
Insurance and Premiums Collected by Savings Deposit Insurance Fund” entered into force after its
publication in the Official Gazette No. 26339 of 11/7/2006, and introduced in line with powers
conferred to the Fund by the Banking Law.

Insurance premiums have been calculated in line with the new risk-based insurance premium
tariff since the early 2009 after an amendment was introduced on 5/5/2008. The risk-based
insurance premium tariff took its final shape upon the amendment made on 9/29/2011 and
revisions introduced on 6/26/2013, 4/9/2015 and 7/28/2016 As a result of the adaptation
introduced in 2016, the calculation method of “Liquidity Coverage Ratio” which takes place as a
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risk factor under the title of “Other Information/Liquidity Ratio” in the tariff has been altered, and
new calculation method has been commenced starting from the premium term of June 2016.

Risk Criteria Threshold Values

1 Capital Adequacy

Capital Adequacy Ratio 20
- Consolidated 10-16% I.  Group 20
- Solo 10-16% II. Group 13
- Principal capital 8-14% III. Group 0
Equity Multiplier 10-15 5-3-0
2 Asset Quality T g
Group Loans Ratio 8-15% 5-3-0
Non-Performing Loans Ratio 1-3% 5-3-0
Cash Loan Density Ratio 20-30% 5-3-0
Growth Ratio 15-25% 5-3-0
Profitability Ratio 4-2% 5-3-0
Efficiency Ratio 50-75% 5-3-0
Average Maturity of
Deposit/Participation Funds (Day) 70-50 5-3-0
Insured Deposit Ratio 27-17% 5-3-0
BRSA's Rating Score 1-2-3-4-5-6-7-8-9-10 30-27-24-20-16-12-8-5-1-0
Other Information 5-3-0
Total 100

Table 5: Risk Factors and Scores

The tariff-based premium amounts are calculated by multiplying insurance premium rates by
insured deposits and participation funds calculated based on financial statements drawn up by
credit institutions as of the end of every March, June, September and December. The assessment
of credit institutions are based on 14 risk factors under five categories including capital adequacy,
asset quality, profitability, liquidity, and other risk factors, and such institutions are rated on a
total score between “0” and “100” according to the threshold values of each category.

As a result of calculations to be made, the premium rates accounting for the respective premium
category are taken as a basis for credit institutions incorporated into one of the four premium
categories namely A, B, C and D depending on their total scores.

Premium categories and rates are presented in Table 6.

Premium Rate

Total Score Premium Category (in ten thousand)

=80

=65 and < 80
=50 and < 65

Table 6: Premium Categories and Premium Rates
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The insurance premium rate is calculated by adding 2 per ten thousand premium rate for credit
institutions the size factor for 2017 of which is TRY 178,884 million and above, and by adding 1
per ten thousand premium rates for credit institutions the size factor of which is between TRY
74,535 million (including) and TRY178,884 million to the premium rates specified in the Table.
The size factor consists of total assets, non-cash loans and guarantees and commitments
(excluding revocable commitments) in the balance sheet of a credit institution. The respective
amounts are annually increased at an average rate increase in the general index of producer prices
calculated by the Turkish Statistical Institute at the end of the year.

2.4. Collection of Insurance Premiums and Audit Process

The audit for the payment procedure of insurance premiums paid by credit institutions and, the
verification of the amounts are conducted in collaboration and coordination with the BRSA. he
credit rating institutions input their financial indicators into the Banking Data Transfer System
(BDTS) established by the BRSA. On the other hand, they submit the insurance premium table
including values for risk factors in insurance premium tariff, and insurance premium base value
to the SDIF no later than the 45th day following the relevant premium term.

The accuracy of the values in the insurance premium table submitted to the SDIF by credit
institutions is confirmed via the BDTS accessible by the SDIF as a part of the protocol between the
BRSA and the SDIF for exchange of information and cooperation, and the SDIF informs respective
credit institutions of premium rates and amount to be paid.

The credit institutions pay the due amounts to the accounts of the Fund at the CBRT until the last
business day of the second month following the relevant premium term. The SDIF regularly
monitors BDTS for any change that is likely to affect the due premium sums to be paid by credit
institutions both until the due date of payment and after the payment is made.

Premium Collection and Audit Process

——
Insurance Premium Table — —]
SDIF Account at CBRT + Risk factors =
+ Premium risk base value BDDK
BANKACILIK
DUZENLEME VE DEMNETLEME
Payment(60th day) KURUMU

Declaration (45th day)

Credit Institutions

Rating Point
Premium Rate and T

Premium Amount

TMSF

BDTS

> TASARRUF MEVDUATI
SIGORTA FONU

Figure 12: Collection of Premiums and Audit Process

In case any underpayment or overpayment of any premium resulting from a system-related
failure is detected as a result of inspections by the BRSA in a credit institution, then that credit
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institution is guided for necessary improvements for the system, and the Fund makes additional
collections or refunds/set-offs.

2.5. Developments in Insured Deposits and Participation Funds

33 deposit and 5 participation banks currently operate in the banking industry as of December
2017 with the total size of assets worth TRY 3,083 billion. The sum of deposits and participation
funds in the credit institutions increased by 17.7 % as of the end of 2017 compared to the previous
year and hit TRY 1,710.9 billion and made up 55.5 % of the total assets. The insured amount rose
by 14.4 % compared to December, 2016 and hit TRY 426.9 billion while 25 % of the total deposit
and participation funds is covered by insurance.

Total and Insured Deposits and Participation Funds

Billion TRY Billion TRY
1,711
1800 00
1600 450
1400 400
1200 427 350
946
1000 300
373
800 617 696 772 250
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600 204 200
400 | 197 263 I
129 139 153 100
2 L
08 68 83 9g 112 g 0

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

——Total Deposit & Participation Fund —o—Insured Deposit & Participation Fund (right axis)

Chart 6: Total and Insured Deposits and Participation Funds

*  The buying exchange rates of CBRT as of the end of the year are applicable for the calculation of TRY equivalence of
insured deposits and participation funds.

**  Insured amounts exclude participation funds prior to 2005.

By the end of 2017, there are 92,3 million deposit and participation funds of natural and legal
persons in deposit and participation banks except for accounts with zero balance.

Number of
Insured Depositors

Total
Number of Depositors

Deposit Banks 87,621,350 77,367,036
Participation Banks 4,694,859 3,676,280
Total 92,316,209 81,043,316

Table 7: Number of Total and Insured Depositors
* Deposits and participation fund owners with more than one bank account are considered individually for each
bank.
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On the other hand, 98 % of depositors have TRY 0 to 100,000 in deposit banks as of the end of
2017.

The balance of accounts within the respective range makes up 18.1 % of the total deposits.
Accounting for 1.9 % of the account holders, the deposits ranging from TRY 100,001 to TRY
1,000,000 correspond to 27.9 % of the total deposits. The share of deposits worth more than TRY
1,000,000 for 0.2% of the depositors is 54%.

Total Number of Deposits and Depositors by Segments
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B Share in total deposits B Share in total number of depositors (net)
Chart 7: Total Number of Deposits and Depositors by Segment

96.9% of the account holders own TRY 0 to TRY 100,000 in participation banks as of the end of
2017.

The balance of accounts within the respective range makes up 24.8 % of the total participation
funds Accounting for 2.9 % of the account holders, the funds ranging from TRY 100,001 to TRY
1,000,000 correspond to 33.8 % of the total participation fund. The share of funds worth more
than TRY 1,000,000 for 0.2% of the depositors is 41.4%.
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Total Amount of Participation Funds and Number of Participation Fund
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Chart 8: Total Number of Participation Funds and Participation Fund Holders by Segment

As for the distribution of insured deposits and participation funds in TRY and foreign currency, it
is safe to say that the insured deposit and participation funds in TRY hit 72 % of the total funds as
of the end of 2017. The deposit and participation funds owned by account holders residing in
Turkey accounted for TRY 1,580 billion while the deposit and participation funds owned by
accounts holders residing abroad amounted to TRY 131 billion in 2017.

2.6. Relations with the Financial Safety Net

The institutions and organizations that form the Financial Safety Net cooperate with each other
and exchange information via working platforms established under the relevant laws. The first
one of such platforms is the “Financial Stability Committee” established in accordance with the
supplementary Article 4 of the “Law on Structures and Duties of the Undersecretariat of Treasury”
dated December 9, 1994 and No0.4059 to jointly assess the systemic risk by the member
institutions of the Financial Safety Net, and identify precautions to be taken. The supplementary
Article 4 of the Law on Structures and Duties of the Undersecretariat of Treasury dated December
9, 1994 and No.4059 was amended as “in case of a negative development that affects the entire
financial system and of the determination of such case by the Financial Stability Committee, the
Council of Ministers is entitled to take precautions and all the respective institutions and
organizations are entitled and liable to implement such precautions effective immediately” in
accordance with the Article 145 of the “Capital Markets Law No. 6362” put into force and
published in the Official Gazette on December 30, 2012 and No.28513.1

In addition, in line with the Protocol on the Financial Stability Committee Systemic Risk
Assessment Group (SRAG) dated 10/30/2012, the Systemic Risk Assessment Group has been
established by the Undersecretariat of Treasury, the BRSA, the CBRT, the CMB, and the SDIF. The
SDIF attended meetings of the SRAG, on February 20, 2017, May 17, 2017 and November 3, 2017.

1At the same time, in line with the article 145 of the Capital Markets Law No. 6362 put into force and published in the Official Gazette on
December 30, 2012 and No. 28513, the article 72 of the Banking Law, relating to systemic risk, has been repealed.
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The SDIF attended meetings of the Financial Stability Board (FSB) held on various dates
throughout the year in the headquarters of the Undersecretariat of Treasury in Ankara.

On the other hand, the first meeting of “the Technical Sub-committee”, under the Systemic Risk
Monitoring Subgroup, was held on December 15, 2017 in Ankara and our organization
participated in this meeting.

Another regulation on inter-institutional collaboration and communication was introduced by the
article 98 of the Banking Law. In line with this law, the BRSA, the Undersecretariat of Treasury,
the Ministry of Development, the SDIF and the CBRT engage in mutual consultations and exchange
of information for what they are tasked with while information stored on the databases of the
BRSA, the CBRT and the SDIF are shared in accordance with confidentiality terms.

In addition, the Article 99 of the Banking Law enabled to establish the Financial Sector
Commission joined by the representatives of the BRSA, the Ministry of Finance, and the
Undersecretariat of Treasury, the CBRT, the CMB, the SDIF, the Competition Board, the Ministry
of Development, the BIST, the Istanbul Gold Exchange, The Turkish Derivatives Exchange, and
associations of institutions. The commission gathers at least twice a year to ensure trust, stability
and growth in financial markets, secures exchange of information, cooperation and coordination
among organizations, suggests joint policy proposals and expresses views on the future of finance.
The SDIF attended the ordinary meetings of the Financial Sector Commission on May 23, 2017
and December 5, 2017.

Another platform specified in the Banking Law is the Coordination Committee established under
the Article 100 in order to ensure exchange of information on the general status of the banking
industry, measures to be taken following the inspection of credit institutions, and data on credit
institutions to serve as a basis for the calculation of risk-based insurance premiums Gathering
Chairmen and Vice Chairmen of the BRSA and the SDIF, the Coordination Committee convenes at
least once in quarterly periods. In 2017, the Fund attended the meetings of the Coordination
Committee held on March 30, June 12, September 25 and December 25.

Recommendations and comments of the SDIF regarding the Draft Legislative Amendment to align
the Banking Law No. 5411 with the international standards have been shared with the BRSA and
efforts on this matter still continue.

Exchange of information and collaboration with other institutions and organizations of the
financial safety net are of importance to measure and manage risks in Fund’s deposit insurance
by means of monitoring the banking industry’s operations and credit institutions’ risks, and to
adopt policies for deposit insurance. Within this scope, the SDIF made active contributions in 2017
to the aforementioned financial safety net efforts including the Coordination Committee in
particular.

33



SAVINGS DEPOSIT INSURANCE FUND ANNUAL REPORT 2017

2.7. International Association of Deposit Insurers (IADI) Related Activities

IADI was founded on May 8, 2002 in an effort to
“promote guidance and international collaboration, and
enhance the efficiency of deposit insurance”. The SDIF is
among the founding members of the IADI currently with
83 members in total. In addition, the SDIF contributes to

A@' International Association
) of Deposit Insurers

the top strategic efforts of the IADI as a member of the Executive Council.

In June 2009, the IADI drew up and released the “Core Principles for Effective Deposit
Insurance Systems” (IADI Core Principles) composed of 18 principles as a result of the joint
efforts exerted in cooperation with the Basel Committee on Banking Supervision (BCBS) in an
effort to guide countries intending to establish a deposit insurance system or amend the one in
force, and set globally-acknowledged core principles for deposit insurance.

In cooperation with the IMF, the World Bank, the European Commission and the EFDI in
December 2010, the IADI and the BCBS released “Core Principles for Effective Deposit
Insurance Systems - A methodology for Compliance Assessment” (IADI Assessment
Methodology) for how to assess compliance with core principles established for the effective
depositinsurance. In April 2011, the IADI core principles were incorporated into the Compendium
of Standards released by the Financial Stability Board (FSB).

However, a need arose to update the IADI Core Principles and the IADI Assessment Methodology
in line with requirements and new financial regulations caused by the global crisis. New
definitions and powers in resolution introduced by “the Key Attributes of Effective Resolution
Regimes for Financial Institutions” (FSB Key Attributes) released by the FSB in October, 2011
obligated to offer an update in enhancing preparedness for a crisis, new rules for funding, the roles
and importance of deposit insurance institutions in crisis management and bank resolution.

Led by the Management Committee established by the IADI in February 2013, and composed of
representatives of the IADI, BCBS, the European Commission, EFDI, FSB, IMF and the World Bank,
the joint working group finalized the efforts of updating and released the revised Core Principles
on November 21, 2014.

The revision reduced the number of principles from 18 to 16, and integrated the IADI Core
Principles with the FSB Key Attributes thanks to amendments introduced to expedite the insured
deposit payout procedure, and in the role and the powers of deposit insurers in crisis
preparedness, crisis management and resolution particularly for coverage and funding.

In addition, the IADI Core Principles and the Assessment Methodology were combined into one
single text, and submitted to the FSB to enter into force upon the resolution of the IADI Executive
Council on October 21, 2014. In addition to this text, efforts to update the IADI's current Manual
on Assessment of Compliance with Core Principles continued. The work was completed in 2016.

It is of importance to enhance the SDIF’s level of compliance with the IADI Core Principles as an
effective deposit insurance institution rendering services in line with international standards. In
this context, the SDIF sustains efforts to improve the current regulations and systems in line with
the recommendations set forth in the Assessment Report prepared after the Regional Workshop
on “the Assessment of Compliance with the Core Principles for Effective Deposit Insurance

Systems” hosted by the SDIF on May 6-9, 2013.
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The SDIF took part in the Executive Council (EXCO) Meetings, Regional and Standing Committee
Meetings, in the Annual General Meeting and workshops, seminars and conferences held by the
IADI throughout the year 2017.

The SDIF attended the Meetings of Council Committees, Technical Committees, Regional
Committees and Sub-committees, International Conference, the 51st Executive Board Meeting of
IADI held by IADI in Tokyo, Japan on February 13-17, 2017, and hosted by the Japan Deposit
Insurance Corporation of Japan, and chaired the Meetings of the Audit and Risk Council Committee
(ARCC) and the Eurasia Regional Committee (EARC).

The SDIF attended the ARC and MENA’s Technical Assistance Workshop held by the Africa
Regional Committee (ARC) and the Middle East North Africa Regional Committee (MENA) of IADI
in Casablanca, Morocco on March 27-30, 2017and hosted by the Deposit Insurance Corporation
of Morocco and made a presentation on Financial Safety Net.

The SDIF participated in the ERC Annual General Meeting of the IADI Europe Regional Committee
(ERC) hosted by the Deposit Insurance Corporation of Italy, in Bari, Italy on April 5-7, 2017, in the
Technical Support Workshop of IADI ERC on “Sources and Use of Funds”, along with the
International Conference on “Dealing with Banking Crises: Where Are We Today?”.

The SDIF took part in the 52nd Executive Council Meeting of IADI held by IADI in Basel,
Switzerland on May 29 - June 2, 2017, the Meetings of Council Committees, Technical Committees,
Regional Committees and Sub-committees, IADI Research Conference for 2017 on “Designing an
Optimal Deposit Insurance System - Theory and Pracitce”, and chaired the Meetings of the Audit
and Risk Council Committee (ARCC) and the Eurasia Regional Committee (EARC).

The SDIF attended the IADI APRC Annual General Meeting held by the IADI Asia Pacific Regional
Committee (APRC) in Yogyakarta, Indonesia on July 17-20, 2017 and hosted by the Indonesian
Deposit Insurance Corporation, along with the Regional Workshop and International Conference
and made a presentation on “Financial Safety Net Arrangements”.

The SDIF participated in the EARC’s 10th Annual General Meeting of the IADI Eurasia Regional
Committee (EARC) chaired by the SDIF in Almaty, Kazakhstan on September 4-6, 2017 hosted by
the Deposit Insurance Corporation of Kazakhstan, along with the International Technical Seminar
and Conference on “Core Principles for Effective Deposit Insurance Systems and Islamic Deposit
Insurance”. SDIF made the opening speech and moderated a session in the Meetings and Seminar.

The SDIF attended the IADI's 16th Annual General Meeting hosted by the Financing Authority of
Canada (Autorite des Marches Financiers, AMF) in Quebec, Canada on October 8-13, 2017, the
53rd Executive Council Meeting, the Meetings of Council, Regional and Technical Committee,
along with the Conferences on “Structures, Mandates and Types of the Institutions” and “Financial
Inclusion”.
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2.8. European Forum of Deposit Insurers (EFDI) related activities

Joined by the SDIF in September 2005, the EFDI is a

voluntary organization established in Vienna in 2002 in EFDI EUROPEAN FORUM
order to promote cooperation in deposit insurance across o OF DEPOSIT INSURERS
Europe, contribute to the stability of the financial system and share

information about common interests and respective areas. The EFDI has 56 members.

Operating in close cooperation with the IADI in particular, EU Commission, European Central
Bank (ECB), European Banking Authority (EBA), the Single Supervisory Mechanism (SSM), the
Single Resolution Mechanism (SRM), the World Bank and the International Monetary Fund (IMF)
etc., the EFDI also renders services to contribute to the implementation of the EU Directives, and
discuss the required amendments to be made to the directives.

The SDIF participates as well in EFDI’s efforts and activities in 2017. In this context; the SDIF
attended the Annual General Meeting of EFDI hosted by the Deposit Insurance Corporation of
Norway in Oslo, Norway on September 11-13, 2017, the Working Meetings, along with the
Conference on “New Solutions to the Challenges raised by the Changing Environment” and made
a presentation in the Conference.

2.9. Other International Operations
Official Visits and Activities to Sign a Memorandum of Understanding:

In 2017, the SDIF continued its efforts to improve communications and collaborations with not
only the IADI and the EFDI but also with deposit insurers and relevant institutions/organizations
of other countries in deposit insurance and resoluiton, and to boost efforts to boost exchange of
knowledge and experience.

Within the working visit paid to the SDIF by the Deposit Insurance Corporation of Kosovo on

» o«

February 1-3, 2017, presentations on “resolution”, “recovery” and “deposit insurance” have been
made.

Within the framework of technical assistance provided by the authorities of the World Bank
regarding bank recovery and resolution planning as well as resolvability assessments, a
workshop was held for the SDIF on July 24-25, 2017. It is anticipated that previously mentioned
studies on receiving technical assistance will continue in 2018 as well.

The SDIF provided information on our country practices in the areas of deposit insurance and
bank resolution to the Bahrain Banking Association Delegation, who paid a working visit to the
SDIF on November 15, 2017 and to the representatives of the Financial Market Supervisory
Authority of Azerbaijan (FIMSA), who visited Turkey on November 27-30, 2017.
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Activities for G20 and FSB:

Serving as a G20 and FSB member, Turkey has taken active part in efforts exerted by both
organizations and contributed to the introduction of international reforms and standards.

In line with the resolutions adopted during the G20 Leaders Summit, the effectiveness and level
of compliance with international standards and policies adopted by the Financial Stability Board
(FSB) are being reviewed regularly. To this end, the FSB conduct country and thematic peer
reviews while the FSB-member countries have pledged to go through such peer reviews.

Within its area of responsibility, the SDIF put forward its comments and recommendations about
the legislative arrangements prepared and put into force by the FSB.

FSAP Review and EU Activities:

The reports on Financial System Stability Assessment (FSSA) drawn up by the IMF’s officials
within the scope of Updating Studies of Financial Sector Assessment Program (FSAP) of Turkey
for 2016, and Financial Sector Assessment (FSA) prepared by the World Bank’s officials were
published in February, 2017.

The SDIF attended the workshop on “Effective Resolution Regimes for Financial Institutions-
Experience and Future Prospects” hosted by the BRSA in Istanbul on November 1-2, 2017 under
the sponsorship of the European Bank for Reconstruction and Development (EBRD).

The SDIF participated in the 15th meeting of the Committee No. 4 on “Economic and Monetary
Issues, Movements of Capital and Statistics” held by the European Commission in Ankara on
November 7, 2017.
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3.1. Resolution Process

In accordance with the provisions of the article 71 of the Banking Law, the Banking Regulation
and Supervision Agency (BRSA) is entitled to revoke a non-performing bank’s license to operate,
or to transfer such a bank’s shareholder rights except dividends to the Fund (Figure: 13).

17 Resolution of the BRSA —l
Revocation of the Bank's Transfer of the Shareholder Rights Except i
e Dividents to the SDIF Temporary Suspension
of the Bank's
Operations
Payment of Insured Deposits l r l
/ Participation Funds Transfer of assets [ insured Take Over of the Bank's Request BRSA for revocaiton

deposits /participation funds Shares of the operating licence

Issuing of Bankruptcy l’ I L
Decree for the Bank

Transfer of Assets and Rehabilitaion of the Bank’s

Liabilities or Merger of the . .
Bank with Another Bank Financial Structure
Liquidation Process
|

Transfer Merger Sale

Figure 13: Bank Resolution Process

In case a bank’s license to operate is revoked, the management and control of that bank are
transferred to the Fund in accordance with the provisions of the article 106 of the Banking Law.
The Fund verifies and pays the insured deposit or insured participation funds in the bank and
directly requests for the bankruptcy of the bank on behalf of its depositors. In case of an
adjudication of bankruptcy about a bank, the Fund takes part in the bankruptcy’s estate in its
capacity as a preferential creditor, and liquidates the bank as entrusted with powers and duties
namely the bankruptcy’s estate, a creditor’s meeting and an administration of bankruptcy.

In case a bank is transferred to the Fund along with its shareholder rights excluding dividends,
management and control, in accordance with the provisions of the article 107 of the Banking Law,
the Fund is entitled to

o transfer its assets, organization, staff, insured deposit and participation funds to another
bank, and ask the BRSA to revoke the bank’s license to operate,

o take measures such as increasing the capital, depositing in the bank, and acquiring
affiliates, real estates and other assets to reinforce and reorganize the bank’s financial
structure (provided that they would not exceed the sum of the insured deposit or
participation funds and that it owns the majority or the entirety of the shares), and
transfer and sell the bank’s shares, assets and liabilities, and merge the bank with another
bank,

o directly request the BRSA to revoke the operating license of the bank.
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The Fund is required to stay in line with the principles to safeguard the reliability and stability of
the financial system and make sure the process is cost-effective when exercising aforementioned
powers.

3.2. Resolution Operations

Due to the problems the Turkish banking system faced after 1994, and the economic crises that
broke outin 1998 and in the following years, operating licenses of 5 banks were revoked and these
banks were ordered for adjudication, while 21 banks, along with their management, control, and
shareholder rights excluding dividends, were transferred to the Fund.

Aside from improving the procedures for bank resolution operations, the Fund continues to
effectively liquidate, resolve and recover the banks transferred to the Fund along with
shareholders rights except dividends, and the banks with a revoked operating license and a
bankruptcy order.

3.3. Banks with a Revoked Operating License

The current status of bankruptcy’s estates and banks with a revoked license to operate, along with
an adjudication of bankruptcy is presented in Table 8.

Banks with a Revoked Operating License and an Order of Bankruptcy

Legal Interest

Revocation Bankrupte Number Asu?:)\?id Paid Capital  Paid After the
Bank Name ptey of Credit bp (TRY Bankruptcy
Date Date Receivables! -
Entry . million) Date? (TRY
(TRY million) -
million)

Marmara Bank 4/20/1994 6/5/1995 1,531 17.3 17.3 43.5
TYT Bank 4/11/1994 2/2/1996 950 22.5 21.1 0.9
Impexbank 4/23/1994 10/22/1996 2,806 41.7 41.7 43.8
imar Bankasi 7/3/2003 6/8/2005 13,145 21,236.493 1,529.11 -
Asya Katiim 7/22/2016  11/16/2017 *)

Banksi

Table 8: Banks with a Revoked Operating License and an Order of Bankruptcy

1. In accordance with the article 195 of the Code of Enforcement and Bankruptcy No. 2004, total interests accrued for the
receivables until the bankruptcy date is included in the sum of listed receivables. Interest for the term following the
bankruptcy date is not included in the sum.

In accordance with the article 196 of the Code of Enforcement and Bankruptcy No. 2004, legal interests accrued for the
approved sum of receivables after the bankruptcy date is paid in case any balance remains in bankruptcy’s estates after
the payment of the listed receivables.

The approved sum of receivables includes TRY 1,164.1 million transferred to the Ministry of Finance under the Banking
Law No. 5411 amended by the Law No. 5472, and acquired as a part of the SDIF’s sale of the Group Uzan’s assets as
part of the commercial and economic entity.

(*) Credit entry operations of Bank Asya still continues.

N

w

The payments made by the Fund for the insured deposits in banks with a revoked license to
operate, the Fund’s approved sum of receivables from the bankruptcy’s estates, and the sum of
payments made by the bankruptcy’s estates to the Fund along with remaining receivables, are
presented in Table 9.
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Resources Transferred by the SDIF and Refunds to the SDIF by Bankrupt’s Estates
as a Part of Insured Deposit Payments
(asof12/31/2017) (TRY)

ANNUAL REPORT 2017

Interest

SDIF’s Approved Capital Legal Interest Remaining )
. . . . Receivables of
Resources Receivables Paid by Paid by Receivables of the SDIF from
Bank Name  Transferred by from Bankruptcy’s Bankruptcy»s the SDIF from Bankruptcy's
the SDIF Bankruptcy’s Estates to the Estates to the Bankruptcy’s Estafesy
Estates? SDIF SDIF Estates (Capital)
(Legal Interest)?
Marmara 4,574,557 5,693,545 5,693,545 5,465,235 - -
Bank
TYT Bank* 9,132,534 10,264,765 10,264,765 869,599 - 37,905,717
Impexbank 18,743,2733 17,467,500 17,467,500 16,276,130 - -
g:::lr(am** 8,629,977,1404 13,051,816,854  1,480,186,601 - 11,571,630,253 14,478,661,521
Asya kokokk
Total 9,636,829,810 13,085,242,664 1,513,612,411 22,610,964 11,571,630,253 14,516,567,238

Table 9: Transferred Resources and Refunds to the Fund by Bankrupt's Estates as Part of Insured
Deposit Payments
1. The amount transferred by the Fund to the bank in accordance with the article 195 of the Code of Enforcement

and Bankruptcy No. 2004 includes interests accrued until the bankruptcy date and these are included in the
Fund’s approved receivables from the bankruptcy’s estate.

2. Total interest accrued in the term following the bankruptcy date for the Fund'’s approved receivables from the
bankruptcy’s estate is displayed in this column. In accordance with the article 196 of the Code of Enforcement and
Bankruptcy No. 2004, legal interests accrued for the approved sum of receivables after the bankruptcy date is
paid in case any balance remains in bankruptcy’s estates after the payment of the listed receivables.

3. Since TRY 1,954,163.87 in total was refunded to the Fund by the interim board of T. Emlak Bank before the
bankruptcy date for the payments made to the savings depositors after the bank’s license to operate was revoked,
this part was not included in the approved sum of receivables from the bankruptcy’s estate.

4. This sum includes total paid revenue tax and it stands for the total fund outflow of the Fund (except for the CPI
interest sum accrued after the transfer).

* The sum of paid capital includes TRY 3,526,165.32, which includes the collections from the files acquired by the
Fund in accordance with the article 245 of the Code of Enforcement and Bankruptcy.

(**)  The sum of paid capital includes the payment of TRY 1,389,906,083.03 in total, which includes the Fund'’s

collection from pledges of mortgage

and commercial enterprise, the collection from the Group Uzan and the collection from the surplus sum

erroneously paid to the depositors.

A payment of TRY 974,402,305.79 was paid by the Fund to the insured fund holders on 12/02/2016 after their

operating licenses were revoked. With respect to payments made, a refund of TRY 391,020,910.37 in total (TRY

363,634,314.42 in capital; TRY 27,386,595.95 in interest) was made by the bank management to the Fund before
bankruptcy date. As of bankruptcy date, remaining debt is TRY 677,416,275.65 in total (Capital TRY
610,767,991.37; Interest TRY 66,648,284.28)

A request for credit entry has not yet been made to the Bankrupt's Estate due to the fact that the Bank Asya went

bankrupton 11/16/2017

(***]

(%)

In addition, the Law No. 5667 for the payment of sums collected as GDS by Imar Bank in the
secondary market despite of the fact that no actual GDS in return was published in the Official
Gazette No. 26537 of 5/30/2007, and the Cabinet Decree No. 2007/12398 of 7/13 /2007 enacted
for the aforementioned Law was published in the Official Gazette No. 26589 of 7/21/2007. In line
with the provisions of the said Law and the Cabinet Decree, the Fund was assigned the task to
refund the respective sums to beneficiaries.
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Imar Bank has 26,140 transactions of 22,517 investors in 22,095 accounts which corresponds to
TRY 728 million in total. In this context, the payments to the fund holders began- on 10/8/2007.
Information on payments executed in 60 rounds until 12/31/2017 are presented in Table 10.

GDS payments by Imar Bank
(asof 12/31/2017) (TRY)

Transaction
Amount Net Interest Income Tax Total Fund Outflow

599,207,532 168,790,771 29,786,595 797,784,898
103,741,315 29,222,890 5,156,983 138,121,188
9,480,281 2,670,500 471,265 12,622,047
7,523,013 2,119,157 373,969 10,016,139
2,527,531 711,980 125,644 3,365,155
2,168,925 610,965 107,817 2,887,707
187,101 52,704 9,301 249,106
132,786 37,405 6,601 176,791
76,000 21,408 3,778 101,186
573,671.37 161,597.50 28,517.21 763,786.08
136,039.91 38,321.08 6,762.54 181,123.53

Total 725,754,194.69  204,437,699.01  36,077,232.25 966,269,125.97

Table 10: GDS payments by Imar Bank

3.4. Banks Transferred to the Fund

Information on 21 banks transferred to the Fund along with shareholder rights excluding
dividends, management and control are presented in Figure 14. Recovery efforts under the body
of legal entities namely Birlesik Fon Bank and Tiirk Ticaret Bank are in progress. Also, liquidation
procedure for Bank Asya, which operating license was revoked and ordered for adjudication in
2017, was started.

Birlesik Fon Bank: The main line of business for the bank (whose
shares are owned wholly by the Fund) is the liquidation of assets and
liabilities transferred to it. To this end, the Bank continued its
operations to increase liquidation in 2016. The surplus fund of TRY
88.24 miillion occurred in the Bank during 2017 was transferred to the
BIRLESIK FON BANKASI A.5. Fund’s accounts.

The Bank’s size of assets accounted for TRY 2,628.44 million as of
12/31/2017 while the equities (including profits) decreased to TRY 642.96 million and the profit
for the year 2017 reached TRY 67.23 million.

Turkbank: Physical liquidation of Tlirkbank, which license to perform
banking transactions and accept deposit was revoked by the BRSA, was
actually started in 2003. It was decided that resolution for liquidation
of the Bank was cancelled upon matters legally in dispute within the
scope of resolution operations resolved and the Bank not generating
loss anymore. Registered and declared as “Tiirk Ticaret Bank” in 2013
as a title, the Bank still operates as a Joint Stock Company in line with
the respective regulation.
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Owned by the Fund for 98.5 % of its shares, the Bank’s size assets accounted for TRY 206.03
million as of 12/31/2017 while the liquid assets accounted for TRY 193 million, and the equities
was TRY 179.57 million, and the profit for the financial year stood at TRY 10.78 million.

Bank Asya: Upon the Resolution No. 2015/27 of 2/3/2015 taken by
the Fund’s Board in accordance with the Resolution of the BRSA No.
6187 of 2/3/2015, the Fund took a resolution to exercise the
shareholder rights except dividends for the preferred shares pertaining
to 123 shareholders at Bank Asya pursuant to the paragraph five of the
SV AN 7.9 article 18 of the Banking Law, and exercise the shareholder rights
through new assignments to the Board of the Bank accordingly.

The Fund decided to make use of the shareholder rights of 2 shareholders, in accordance with the
paragraph seven of the article 18 of the Banking Law, now held by the Fund upon the Resolution
of the Fund’s Board No. 2015/51 of 3/5/2015 as part of the Resolution of the BRSA No. 6027 of
2/27/2015.

In line with the BRSA’s Resolution No. 6318 of 5/29/2015, it was decided to transfer the
shareholder rights except dividends, the management and control of Bank Asya to the Fund for
the partial or full transfer, sale or merger provided that the loss is covered by the capital of the
current shareholders in accordance with the clause (b) of the paragraph one of the article 71 of
the Banking Law. In line with the Fund Board’s Resolution No. 2015/134 of 5/29/2015, the Fund
began to execute the shareholder rights except dividends, the management and the control of the
bank within this scope.

As part of the resolution regarding Bank Asya, the Fund decided to designate 183,600,000 shares
as the minimum sum to be sold off as they account for 51% of the Bank’s 360,000,000 qualified
(A) group shares in total, as there were no bidders, the Fund suspended the Bank’s operations on
7/18/2016 by concluding the sales process of the Bank in accordance with the paragraph two of
the article 107 of the Banking Law, and then revoked the Bank’s operating license upon the
Resolution of the BRSA No. 6947 of 7/22/2016.

The Fund started off the execution of procedures for the liquidation of Bank Asya in line with the
article 106 of the Banking Law as its operating license had been revoked. The Fund concluded
endeavors to identify insured participation funds at Bank Asya, and initiated the payment of TRY
974,402,305.79, which was transferred to Vakif Katilim Bank on 12/3/2016 as the payment to be
made to the beneficiaries. Collection process of the amount from Bank Asya, transferred with
regard to the payments of insured participation fund, was initiated and total collected amount as
0f12/31/2017 reached TRY 391 million.

In accordance with the Resolution of the Fund’s Board No. 397 of 12/22/2016, the Fund decided
to demand a court to rule in favor of the direct bankruptcy of Bank Asya pursuant to the paragraph
three of the article 106 of the Banking Law, and consequently filed a lawsuit for the direct
bankruptcy of the Bank in question via the file No. 2017/41 E. at the 1st Commercial Court of First
Instance in Istanbul. In the decision of the Court on 11/16/2017 regarding the matter, it was
decided for the bankruptcy of the Bank and putting the aforesaid decision into force as of
11/16/2017, at 15:28, and upon recommendation of the Fund's Board, the Officials of the
Administration of Bankruptcy were assigned by the relevant court. Procedures for the bankruptcy
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of the bank are being performed by the Administration of Bankruptcy under the control and
supervision of the Fund.

On the other hand, in order for Bank Asya’s affiliates and subsidiaries to survive as part of the
economic system as they continue to operate amidst the banking process, and to keep encashed
bonds without any loss in value, and to safeguard the Fund’s receivables resulting from the
payment of insured participation funds, 40,513,819 shares, which had previously been owned by
Isik Sigorta A.S. as part of a partnership, were put up for sale as part of a tender held on 1/4/2017,
and the bid, which was worth TRY 34,500,000, and submitted by the Central Union of Turkish
Agricultural Credit Cooperatives, as the single bidder, was approved by the Fund’s Board to
proceed with the transfer of the shares.

Offshore Payments related to the Banks Transferred to the Fund:

In accordance with the judicial resolutions pertaining to the offshore actions of debts concerning
the Fund’s Banks sold in 2017, the Fund paid TRY 48.12 million in total for 421 people including
TRY 32.08 million for 383 people for Yurt Security Offshore Bank, TRY 12.33 million for 29 people
for Egebank Offshore and TRY 3.71 million for 9 people for Efektif Bank Offshore concerning
various legal costs while the information on the payments are presented in Table 11.

In addition, as of 12/1/2017, the total sum of payments made as part of reservation agreements for
offshore legal actions amounted to TRY 414.25 million (USD 165.45 million).

Offshore Payments in 2017

(TRY)
ING Bank ASS. E?(g;fl‘il‘(’; Total
Egebank Offshore Ltd. 11,374,520 954,404 12,328,924
Efektif Bank Offshore Ltd. 3,662,446 48,454 3,710,900
Yurt Security Offshore Bank Ltd. 31,756,431 324,485 32,080,916
Total 46,793,397 1,327,343 48,120,740

Table 11: Offshore Payments
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Figure 14: Banks with Transferred Shareholder Rights Except Dividends

*The following banks were transferred to the Fund in respective years: Tiirk Ticaret Bank in 1997, Bank Ekspres
in 1998, Egebank, Yurtbank, Yasarbank, Stimerbank, Interbank and Esbank in 1999, Bank Kapital, Etibank and
Demirbank in 2000, Ulusalbank, Sitebank, Toprakbank, Bayindirbank, Kentbank, EGS Bank and Iktisat Bank
in 2001, Tarishank and Pamukbank in 2002, and Bank Asya in 2015.
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Annual Collection Sum

3.5. Recovery Operations

Significant progress was made for the collection of public receivables in an effective fashion as a
result of proceedings carried out in line with powers assigned to the Fund by the Banking Law
and the Law No. 6183 on Collection Procedure of Public Receivables. The amount collected by the
Fund for resolution as of 12/31/2017 totaled USD 22,971 million including the financial gain. Of
this sum, USD 157 million was collected in 2017.

The collections including financial gains generated as a result of resolution operations in an effort
to recover funds the Fund transferred to banks are presented in Chart 9.
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Chart 9: Resolution Revenues by Years

The revenues generated as a result of resolution operations in 2017 include USD 101 million from
non-performing loans, USD 4 million from subsidiaries, real estates and assets, and USD 41 million
from the banks within the body of the Fund. In addition, the total financial gain generated as a
result of putting the Fund’s resolution operation reserve into use hit USD 993 million as of
12/31/2017 while USD 10 million of this sum was generated in 2017. More information on the
respective collections and revenue items are presented in Table 12.

Distribution of Resolution Revenues
(million USD, Gross)?

Cumulative as of

2017 21/31/2017
10062 17,233
736
25 1054
056 291
- s6
Total 156.52 22,971

Table 12: Distribution of Resolution Revenues
1 The sums presented in the table are calculated on the basis of transactions made by the SDIF in cash.

N

Gross collection figures are taken into account for resolution operations. Transactions made from collections such as
refund, payment etc. are not deducted.
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3.6. Operations for the Fund's Collection of Non-Performing Loans

In line with the powers assigned by the Banking Law, the Fund carries out proceedings and
collections regarding receivables stemming from the exploitation of funds owned by banks
transferred to the Fund (along with shareholder rights excluding dividends, the management and
control), and underreporting the insured deposit and participation funds along with assigned and
other receivables. The procedures and principles for the proceedings and collection of the Fund’s
receivables are regulated by “the Regulation on the Procedures and Principles for Proceeding and
Collection of the Savings Deposit Insurance Fund’s Receivables” published in the Official Gazette on
1/7/2007 with No. 26396.

The Fund transferred and assigned 208.1 thousand files of receivables and TRY 8.83 billion as of
the end of 2017 from the banks and other means as part of the resolution of the banks transferred
to the Fund.

The net sum of collections from non-performing loans in 2017 (after the deduction of refunds,
payments etc. from the collections in question and addition of in-kind collections from debtors)
reached USD 132.77 million, and the total net sum of collections hit USD 9,128.74 million as of
12/31/2017.

More information on the respective collection amounts are presented in Table 13.

Collections in Cash and Kind in 2017 for the SDIF’s Non-Performing Loans

(million USD, Net)?
2017 Cumulative as of 12/31/2017

From Bank’s Majority Shareholders 128.49 7,840.64

From Files of Corporate Receivables 3.46 1,158.91

From Files of Individual Receivables 0.82 129.19

Total 132.77 9,128.74
Table 13: Collections from Non-Performing Loans

1 The calculation of the sums presented in the table is based on net collection sums. The sums resulting from refund, payment
etc. are deducted from the collections.

3.6.1. Receivables of Banks’ Majority Shareholders

The Fund collects acquired receivables of majority shareholders and receivables resulting from
the exploitation of bank funds by means of proceedings carried out in line with the Laws No. 2004
and No. 6183, protocols or FRAs signed with respective majority shareholders, and powers
assigned to the Fund by the Banking Law.

The Fund strikes deals with banks’ majority shareholders over debt sums and refund terms, and
makes significant progress with regard to maximizing collection of public receivables. A number
of protocols signed with banks’ majority shareholders to collect the receivables have been
finalized. The Fund is entitled to exercise its legal powers for default in case majority shareholders
do not fulfill their liabilities.

The net sum collected from bank majority shareholders as of 12/31/2017 is presented in Table
14.
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Net Collections from Bank’s Majority Shareholders

Net Collection Amount

Name of the Bank Majority Shareholder Group (million USD)*
2017 Total as of
12/31/2017

Group Stirmeli - 12.30
Group Yasar - 270.69
Group Suizer - 188.16
Group Cingill - 103.43
Group Garipoglu - 383.10
Group Cukurova - 2,246.53
Group Gukurova 7435 152.83
Group Caglar 19.16 589.21
Group Ceylan 0.04 71.74
Group EGS 442 115.44
Group Lapis - 3.53
Group Balkaner 2.78 332.31
Group Medya 0.65 951.57
Group Zeytinoglu 5.23 412.86
Group Bayindir 0.41 81.47
Group Toprak - 395.44
Group Korkmaz Yigit - 84.18
Group Erol Aksoy 0.23 236.58
Group Uzan 21.04 1,014.69
Group Demirel 0.17 177.85
TTB Munzam Vakfi 0.01 16.73

Total 128.49 7,840.64

Table 14: Net Collections from Bank’s Majority Shareholders

The collection sums stand for collections in cash and kind from the groups. Refunds resulting from collections are deducted
from the respective sums.

~

N

It accounts for the sum of collection from the Group Cukurova for the bank fund worth USD 249 million provided as capital
to the companies of the Group Cukurova in the course of the sale of Interbank to the Group Nergis.

w

The sums of funds made available by the Fund for the group’s companies to fulfill their liabilities are deducted from the total
collection sums (USD 17.82 million for the Group Erol Aksoy, USD 6.97 million for the Group Medya).

USD 682.79 million was transferred to the Undersecretary of Treasury in 2011 as part of the Fund'’s share out of the sale of
the ATV-Sabah Commercial and Economic Entity tendered for USD 1.1 billion on 12/5/2007, and included in the sums of
collection from the Group.

Out of USD 77.05 million, the sale price of the Sagra Commercial and Economic Entity tendered on 9/25/2007 and composed
of assets owned by the Group’s companies, USD 26 million was transferred to the Undersecretary of Treasury as part of the
Fund'’s share (USD 6 million in 2008, USD 12 million in 2011 and USD 8 million in 2015) and included in the sums of
collection from the Group.

EN

[

N

Retained as apportionment pertaining to the sales of Eston Deniz, Eston Yapt and Cati Insaat for the debts of Group
Zeytinoglu, USD 35 million was transferred to the Undersecretariat of Treasury in 2015 while this sum was added to the
Group’s cumulative sum of collections.

Retained as apportionment pertaining to the sales price for Denizli AVM TIB for the debts of Group EGS, USD 20 million was
transferred to the Undersecretariat of Treasury in 2015 and this sum was added to the Group’s cumulative sum of
collections.

USD 1.67 million of the collections for Group EGS is the collection from Group Giicbirligi.

Retained as apportionment pertaining to the sales price for Show Radyo for the debts of Group Erol Aksoy, USD 6 million was
transferred to the Undersecretariat of Treasury in 2015 and this sum was added to the Group’s cumulative sum of
collections.

~N

o

©

~
S

The gross collection sum with regard to proceedings and sales for the Group Uzan accounts for USD 7,563.19 million while
USD 6,556.33 million of this sum was transferred to the third parties and public institutions and organizations. In addition,
USD 13.22 million will be transferred in line with the priority list to be drawn up following the conclusion of lawsuits for the
termination of the tender. The tables includes the balance sum.

The majority shareholders of Tiirk Ticaret Bank and Tarisbank have no cash debt transferred to the Fund. The proceedings
for the non-cash risks of Tarisbank and the receivables resulting from the affiliates of the Tiirk Ticaret Bank are in progress.

~
[
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Major developments in 2017 and the current status of the majority shareholder groups are as
follows:

Group Siirmeli - Sitebank

= The Fund’s receivables from the Group were liquidated in 2005 in line with a protocol
signed with the Group Siirmeli, in addition to collections in cash.

. The total sum collected from the Group as of 12/31/2017 was USD 12.30 million.

Group Yasar - Yasarbank

= Regulated by a protocol, the Group Yasar’s debt in cash was collected and paid off as a
lump sum in 2006. The Fund continues to follow up the non-cash risk of the group.

] The total sum collected from the Group as of 12/31/2017 was USD 270.69 million.

Group Siizer - Kentbank

] Regulated by a protocol, the Group Stizer’s debt in cash was collected and paid off as a
lump sum in 2007. The Fund continues to follow up the non-cash risks of the Group.

. The total sum collected from the Group as of 12/31/2017 was USD 188.16 million.

Group Cingilli - Demirbank

. Regulated by a protocol, Group Cingilli's debt in cash to the Fund was collected and
liquidated in 2007.
. The total sum collected from the Group as of 12/31/2017 was USD 103.43 million.

Group Garipoglu - Siimerbank :

. The cash receivables of the Fund from the Group Garipoglu were collected as a part of two
additional protocols signed in 2010 with the Group. The Group’s companies, the shares of
which were registered on behalf of the Fund (or the management and control of which
were transferred to the Fund along with shareholder rights except dividends), were
reinstated after the collection of the Group’s cash debts that are still followed up for non-
cash risks.

. The total sum collected from the Group as of 12/31/2017 was USD 383.10 million by
adding the in-kind collection of USD 22.03 million provided to the credit of debts of Efektif
Bank Off Shore Ltd. company.

Group Cukurova - Pamukbank :

. The cash receivables of the Fund from the Group Cukurova, which are subject to the Master
Agreement dated on the January 31, 2013, were restructured with a payment scheme on
an additional protocol signed on the August 4, 2004, and collected with interest and other
accessory obligations on the November 25, 2005.
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The installment amount dated on the October 1, 2012 of the protocol signed with the
Group Cukurova on the May 15, 2009 in order to collect the installment amount dated on
the November 30, 2012 of the Additional Protocol signed on the October 1, 2007 and
including matters to find a solution for other problems thanks to the payment to
the Fund for the receivables the solution of which was subject to the court verdict, and the
total sum of USD 249 million acquired by the firms of Group Cukurova in the course of the
sale of Interbank to the Group Nergis, was not paid off by the end of the due time specified
in both protocols.

Within this framework, the follow-up, which was previously halted with regard to
Cukurova Group’s 27 companies and five executives of the Group, resumed on. In addition,
the management of Cukurova Group’s 23 companies was taken over by the SDIF as 21 of
them were debited and followed up in accordance with the Law No. 6381. The various
movables, real estates, rights and receivables pertaining to the Group’s natural and legal
persons, which are currently followed up with a renewed one, were all levied.

USD 152.83 million was collected from Cukurova Group as a part of the protocol dated
5/15/2009 and signed in order to collect bank’s fund acquired by Cukurova Group’s
companies during the sale Interbank to the Group Nergis.

The Fund took over the shares of Hobim Bilgi Islem Hizmetleri A.S. and Hobim Digital
Elektronik Hizmetleri A.S. amounted to TRY 28 million, real Estate located in Istanbul-
Bayrampasa, belonging to Hobim Bilgi islem Hizmetleri A.§, amounted to TRY 122 million
on account in 2017 and an in-kind collection of TRY 150 million was provided.

USD 31.72 million, the second installment amount of the sale price of Digiturk, was
collected on 8/28/2017 and aforesaid amount was set-off against debt of the Group.

USD 74.35 million in total was collected from the Group in 2017, and total collection sum
as of 12/31/2017 accounted for USD 2,399.36 million.

Group Caglar - interbank

Negotiations with Group Caglar to restructure the previous protocol were finalized and a
new protocol worth USD 440.43 million was signed on November 11, 2010 as the term of
payment was designated as July 1, 2011. However, the Group could not fulfill all of its
obligations within due time. Consequently, a protocol including the mode of revenue
sharing in return for land was signed between TOKI (Housing Development
Administration of Turkey) and the Fund on 2/23/2012 to collect the debt of the Group.
Efforts towards this end are in progress.

USD 19.16 million was collected as part of the receivables from the Group in 2017 and the
total sum of collections from the Group hit USD 589.21 million between the time when the
bank was transferred to the Fund and 12/31/2017.
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Group Ceylan - Bank Kapital :

Signed among the Group Ceylan, the SDIF and other creditor institutions on 5/2/2003, the
FRA still remain in force.

The Fund collected USD 41 thousand from majority shareholders and affiliated companies
in 2017 while the total collections reached USD 71.74 million as of 12/31/2017.

Group EGS - EGS Bank

The debts of the bank are still collected and liquidated as a part of the protocol signed
between the Fund and the Group EGS on 6/8/2011.

The total collections hit USD 115.44 million as of 12/31/2017 along with USD 4.42 million
collected from the Group in 2017.

Group Lapis - TYT Bank

The debts of the bank are still being collected and liquidated as a part of the protocol
signed between the Fund and the Group Lapis in 2007.

The total collection sum hit USD 3.53 million as of 12/31/2017.

Group Balkaner - Yurtbank

With regard to third parties and companies to which the bank funds were transferred by
Ali Avni Balkaner as the majority shareholder of Yurtbank, the follow-up and collections
from respective persons and companies are currently in progress in accordance with the
clause 7-b of the article 15 of the Banking Law No. 4389 repealed and the article 134 of
the Banking Law No. 5411.

As for the Group Tekmar’s debt of pledge to the Group Balkaner’s companies, a protocol
was signed with the Group Tekmar on 2/16/2017 and in this context USD 1.12 million
was collected in 2017.

A total of USD 2.78 million was collected from the Group Balkaner and the related third
party debtors in 2017 as the total sum of collections hit USD 332.31 million as of
12/31/2017.

Group Medya - Etibank

The collection of the Fund’s receivables from the Group Medya is still in progress.

On the other hand, USD 33.85 million, which was previously collected with regard to some
debt items for which Medya Group was held liable, is followed up as a part of corporate
receivables.

USD 647.10 thousand was collected from the Group Medya and related third party debtors
in 2017 while the total sum collected from the Group as of 12/31/2017 was USD 951.57
million.
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Group Zeytinoglu - Esbank

The follow-up and collection procedures for the liquidation of the Group Zeytingoglu’s
debt to the SDIF are in progress.

USD 5.23 million was collected from Zeytinoglu Group in 2017 for its debts to the SDIF as
the total sum of collections from the Group and its affiliated companies amounted to USD
412.86 million as of 12/31/2017.

Group Bayindir - Bayindirbank :

Signed among the Group Bayindir, the Fund and 16 other creditor banks and financial
institutions on 10/25/2002, the FRA took a problematic turn, and the Fund’s Board
decided to put the default provisions into force about the Group on 12/27/2012. With
reference to the resolution of the Fund’s Board, the legal proceedings are in progress
against debtors and legal representatives in accordance with the Law No. 6183.

Except for dividends, shareholder rights of Bakara ila¢ ve Tibbi Malzeme Pazarlama Dis
Ticaret A.S. were returned to shareholders Eren Kale, Can Kale and Ahmet Yilmaz as of
1/19/2017 and its management was granted to Eren Kale and Can Kal, members of the
board of directors, who took place in the board of directors before 8/21/2014, with
respect to Resolution of the Fund's Board on 12/8/2016 after USD 3,000,000 was
transferred to the Fund’s accounts and subjects stated in the aforesaid resolution were
fulfilled.

A total of USD 407.64 thousand was collected from the Group Bayindir’s affiliated
companies in 2017 as the total sum of collections hit USD 81.47 million as of 12/31/2017.

Group Toprak - Toprakbank

The main protocol between the Group Toprak and the Fund was signed on 4/18/2004
while the second additional protocol was signed on 06.02.2008 following the first
additional one signed on 6/8/2012. The debt set forth by the aforementioned protocols,
the funds transferred after the adoption of the protocols and other debts were all
liquidated.

The total sum collected from the Group as of 12/31/2017 was USD 395.44 million.

Group Korkmaz Yigit - Bank Ekspres

The follow-up and collection procedures for the liquidation of the Group Korkmaz Yigit’s
debt to the SDIF are in progress.

The total sum collected from the Group as of 12/31/2017 was USD 84.18 million.

Group Erol Aksoy - iktisat Bankasi

The Fund carried out legal proceedings pursuant to the article 15-7 /b of the Law No. 4389
and the repeated article 35 of the Law No. 6183.
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The total sum of collections hits USD 236.58 million as of 12/31/2017 along with USD
231.47 thousand collected from the Group in 2017.

Group Uzan - imar Bankasi

In accordance with the provisions of the Law No. 6183 and the provisions of the Article
15 of the Banking Law No. 4389 abolished and amended by the Law No. 5354, the Fund
continued to follow up and collect goods, rights and assets seized in line with the
provisions of the Law No. 6183.

The gross collection from the Group hit 7,611.31 million USD as of 12/31/2017. Of this
amount, a total of 6,556.33 million USD was transferred to the third parties, public
institutions and organizations in accordance with the Law on Amendment for Banking
Law No. 5472 amended by the clause 5 of the Article 134 of the Banking Law No. 5411,
and provisions of the provisional Article 24. USD 40.29 million in collection followed up
in apportioned accounts will be apportioned in accordance with the priority lists to be
formed upon the conclusion of the lawsuits subject to various appeals.

The total collection sum hit USD 1,014.69 million as of 12/31/2017 along with USD 21.04
million collected from the Group in 2017.

Group Demirel - Egebank

As for the debts of the Group Demirel, which was the majority shareholder of Egebank A.S.,
assigned to the Fund, the proceedings and collection procedures are in progress with
regard to both the majority shareholder’s group and natural & legal persons provided
with/providing funds of the bank. A total of USD 171.78 thousand was collected from the
Group in 2017.

The total sum collected from the Group as of 12/31/2017 was USD 177.85 million.

TTB Munzam Vakfi - Tiirk Ticaret Bankasi:

The procedures of collection and liquidation for debts transferred and assigned from
Ticaret Factoring Hizmetleri A.S. in Liquidation as an affiliate of Tlirkbank are in progress
while USD 14.13 thousand was collected from the Group in 2017 for the debts of the
affiliates and the total sum of collections hit USD 16.73 million as of 12/31/2017.

3.6.2. Operations Under the Law No. 6183

The authority to enforce the Law No. 6183 entrusting public authorities with powers to accelerate

and activate the process for the collection of receivables specified by the law was granted to the
SDIF under the Article 132 of the Banking Law No. 5411 and the Article 15 of the abolished
Banking Law N0.4389 in accordance with the provisions of the Law No. 6183 to ensure the follow-
up and collection of Fund’s receivables, goods, rights and assets pertaining to natural and legal
persons with public debt can be seized and sold in line with the provisions of the Law.

More information on real estates and securities sold in 2017 in line with the Law No. 6183 are
presented in Table 15 and 16 respectively.
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Real Estates Sold Under the Law No. 6183

Majority Shareholder Group Number Estimated Price (TRY) Sale Price (TRY)
Group Demirel 2 152,500 153,000
Group EGS 5 4,670,000 4,660,000
Group Uzan 1 1,350,000 1,100,000
Non-Majority Shareholder 5 205,000 175,000
(Group Nasco)

Total 13 6,377,500 6,088,000

Table 15: Real Estates Sold Under the Law No. 6183

Movables Sold Under the Law No. 6183

Majority

Shareholder Group Number Estimated Price (TRY) Sale Price (TRY) Type
Group Bayindir 179,737.14 - 494,285 Share
Group Demirel 15,341.04 - 42,188 Share
Group Uzan 110 1,000 2,600 Ofﬁ%gf‘r‘ggg’“es
Total 195,188.18 1,000 539,073

Table 16: Movables Sold Under the Law No. 6183

3.6.3. Corporate and Personal Receivables

USD 826 thousand was collected for the corporate loan receivables of the Fund in 2017. As part of
the Second Claim Sales Tender, 2.63 million USD was collected with regard to the receivable files
the procedures of which were completed for the physical transfer, handover and assignment of
claims to Birlesim Varlik Yonetim A.S (old company “RCT Varlik Yonetim A.S.”). The total amount
of collections hit 3.46 million USD.

The total amount of collections from personal loan receivables amounted to 824.82 thousand USD
in 2017 while the total number of files liquidated accounted for 171,604 upon the final collection
of the receivables pertaining to 3,636 files.

The cumulative details of collections made as of 12/31/2017 for corporate and individual
receivables are presented in Table 13.

3.6.4. Commercial and Economic Entities

Under the Banking Law and pursuant to the provisions of Law No. 6183, the Fund is entitled to
sell the entirety or a part of the assets, rights and assets seized from natural and legal persons by
means of establishing commercial and economic entities. The Fund thereby enables commercial
enterprises subject to sale to maintain their operations, and find a buyer at a high value. Of the
price for the sale of natural and legal persons’ assets within the context of commercial and
economic entities or through compulsory execution on an individual basis, the debts of the
respective persons to public and social security institutions, and the amount remaining upon the
pay-off of the Treasury share debts are shared out according to the Banking Law in proportion to
the debts of the persons to other public institutions, organizations and supreme bodies. In this
context, major developments of 2017 for commercial and economic entities are as follows:
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= Entil Commercial and Economic Entity of was established upon the resolution of the
Fund's Board dated 4/20/2017.

. Olay Medya Commercial and Economic Entity was established upon the resolution of the
Fund's Board dated 5/11/2017.

= Priority list of Trakya Sanayi Commercial and Economic Entity was published and finalized
in the Official Gazette dated 7/7/2017 with No. 30117.

. Priority list of Emzet Akaryakit Commercial and Economic Entity was published and
finalized in the Official Gazette dated 12/27 /2017 with No. 30283.

More information on commercial and economic entities approved to be sold in 2017 are presented
in Table 17.

Commercial and Economic Entities Approved to be Sold in 2017

Majority . .
Tend Estimated Title of
Name Shareholder ender S ln?a € eo Tender Price Note
Date Price Buyer
Group
It was acquired by
and registered for
Adabank TRY the Fund on

Commercial and Uzan 4/25/2017 186.222.000 SDIF TRY 93,111,000  account as a result

of the fact no
party placed a bid
for the tender.

Economic Entity

Table 17: Commercial and Economic Entities Approved to be sold off

3.7. Operations for Subsidiaries

As 12/31/2017, a total of 200 subsidiaries including 176 from the banks transferred to the Fund,
19 from the groups in debt to the Fund, and 5 from share acquisitions were incorporated into the
Fund’s portfolio. (Table 18)

Table of Resolution for Subsidiaries
(asof12/31/2017)

Sale/Refund Liquidated Curren

Mode for Acquisition of Taker-l Over /Transfer/M /Canceled / Being t (in COlleCtl(InS

Affiliates (in erged Canceled (in numbe .rrfade
number) . (million USD)

(in number) number) 1)

Subsidiaries Taken Over

from Banks Transferred to 176 125 35 16 976

the Fund

Subsidiaries Taken Over

from Groups in debt to the 19 12 1 6 457

Fund

Total 200 137 38 25 1,464

Table 18: Table of Resolution for Subsidiaries

1 The collections from the subsidiaries are comprised of collections in share sales, liquidation/abatement revenues, dividend
payments and other collection items.
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The status of 200 subsidiaries incorporated into the Fund’s portfolio as of 12/31/2017 is
presented in Chart 10. The Fund’s portfolio currently includes 18 subsidiaries.

Number of Subsidiaries by Status
(asof12/31/2017)

» Shares Transferred

Liquidated

S\

= Deregistered
In Liquidation

» Current

Chart 10: The Status of Subsidiaries

3.8. Operations for Real Estates and Movables

The number of real estate taken over by the Fund is 6,019. Out of this figure, 5,815 of them were
resolved as of 12/31/2017. One of the real estates was taken over for USD 14,159,518 million as
part of the protocol signed in 2017 and transferred for the same price.

In addition, 2,519 of 2,635 securities in the Fund’s portfolio of movables to be sold off were
resolved as of 12/31/2017.

The current status of the Fund'’s portfolio of real estates and movables is presented in Table 19.

Overall table of resolution for real estates and movables

(asof12/31/2017)

Real Estates and Assets Taken Over Sold/Returned Current Collections made!

(in number) (in number) (in number) (million USD)
Real Estates
Real Estates Acquired From Banks 3,949 3,898 51 509
Real Estates Acquired From Banks
Transferred to the Fund 1,903 1,843 60 1,043
Other Real Estates 167 74 93 27
TOTAL 6,019 5,815 204 1,579
Assets:
Paintings and Antiques 2,469 2,353 116 20
Land Vehicles 162 162 - 2
Vessels 3 3 - 54
Air Crafts 1 1 - 3
TOTAL 2,635 2,519 116 78

Table 19: Overall table of resolution for real estates and movables

1 The collections made through real estates and securities are comprised of sale collections, lease, adequate payments, deposit
payments, damage costs, earnings and other collection items.
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Also, a project with Revenue Sharing has been developed on a land of 35.788,78 m2 in total, which
registered assets under ownership of our corporation account for TRY 158.431.910 in total and
locate in Istanbul ili, Atasehir ilgesi, Kiiciikbakkalkdy Mahallesi. Information about the project is
given below.

Project Name : Atasehir Modern Projesi

Mode of Design : Revenue Sharing

Total Land Area : 35,788.78 m?2

Land Area based on Sale :169,094.00 m?

Minimum Revenue : TRY 525,000,000

Payment Scheme :10/10/2018-10/10/2021 (as 6-month installments)
Period of the Project : 1,095 Days (3 Years)

Starting Date (Anticipated) : February, 2018

3.9. Lawsuits the Fund is a Party to

The lawsuits and proceedings to which the SDIF is a party are followed up in 5 main groups.
General information about the status of lawsuits and proceedings as of 12/31/2017 are as follows:

3.9.1. Lawsuits and Proceedings for Bank’s Majority Shareholders/Executives

The SDIF follows:

. lawsuits of restitution and indemnification filed due to direct or indirect use of bank funds
in own favor in a fashion to imperil the proper operation of a bank,

o lawsuits of pecuniary liabilities filed due to the fact that they fail to fulfill their obligations
entrusted by the Law and the master agreement, draw up a balance sheet and profit & loss
statement contrary to facts, and damage a bank by means of acting against banking
principles and practices and provide irregular loan facilities,

o personal lawsuits of bankruptcy filed due to the fact that they cause a bank to be
transferred to the Fund as a result of unlawful orders and procedures within the bounds
of their damage to a bank,

o lawsuits for dismissal of appeal with regard to proceedings carried out in accordance with
the Code of Execution and Bankruptcy for the follow-up and collection of receivables from
majority shareholders and/or corporate loan receivables from non-majority
shareholders,

o criminal lawsuits filed upon complaints against bank’s former majority shareholders and
executives in accordance with the Turkish Penal Code and the relevant provisions of the
Banking Law.
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In addition, some administrative lawsuits were filed against the Fund by bank’s former majority
shareholders, executives and other parties regarding the proceedings initiated by the Fund.

The status of lawsuits and proceedings as of 12/31/2017 is presented in Table 20 and 21.

Lawsuits for Bank’s Majority Shareholders/Executives

Number of Cost of Lawsuits

Lawsuits (TRY)?
Lawsuits Filed by the Fund 592 22,107,103,290
Lawsuits Filed against the Fund 348 19,105,391
Lawsuits Filed Pursuant to the Law No. 6183 2 1,010 -
Criminal Cases 73 -
Total 2,023 22,126,208,681

Table 20: Lawsuits for the Bank’s Majority Shareholders/Executives

1 ]t stands for lawsuit-related amount as the reserved rights for surplus and the amount of interest are not included. The
calculation of the amount for TRY equivalence is based on CBRT’s buying rates of exchange effective on 12/31/2017.
2 298 of the lawsuits filed pursuant to the Law No. 6183 are lawsuits filed in accordance with the article 35 (bis

Execution Proceedings for Bank’s Majority Shareholders/Executives

Number of Cost of Proceedings
Proceedings (TRY)?
Execution Proceedings by the Fund 34 721,228,380
Execution Proceedings against the Fund 1 28,101
Total 35 721,256,481

Table 21: Execution Proceedings for the Bank's Majority Shareholders/Executives

1 [t stands for lawsuit-related amount as the reserved rights for surplus and the amount of interest are not included. The
calculation of the amount for TRY equivalence is based on CBRT’s buying rates of exchange effective on 12/31/2017.

3.9.2. International Lawsuits and Proceedings

The Fund also follows up international cases with regard to its scope of operation and related
proceedings and operations as well as proceedings against majority shareholders with any debt
to the Fund, and other debtors. In addition, the SDIF provides information, document and legal
support for the lawsuits which are filed by former Bank's Majority Shareholders against the
Republic of Turkey in ECHR and various arbitration centers and followed up by the Ministries.

Information on international lawsuits and proceedings monitored or coordinated by the SDIF as
0f12/31/2017 are presented in Table 22.

International Lawsuits and Proceedings

Cost of
Number of . .
Lawsuits/Proceedings Lawsuits/Proceedin
& gs (USD)!
Filed by the Fund / Companies Acquired 10 637,112,203
Filed Against the Fund/ The Republic of Turkey 27 3,488,250,000
Total 37 4,125,362,203

Table 22: International Lawsuits and Proceedings
1 [t stands for the proceeding-related amount as the reserved rights for surplus and the amount of interest are not included.

58



SAVINGS DEPOSIT INSURANCE FUND ANNUAL REPORT 2017

Lawsuits and Proceedings For Corporate Loans

The files pertaining to the commercial loans provided pursuant to the general loan agreement,
and acquired and assigned by the SDIF as well as those subject/not subject to proceedings under
the Law No. 2004 are all included within this context. The details concerning lawsuits and follow-
up procedures about corporate loans as of 12/31/2017 are presented in Table 23.

Lawsuits for Corporate Loans

Number of Cost of Lawsuits

Lawsuits (TRY)?
Lawsuits Filed by the Fund 119 254,794,155
Lawsuits Filed against the Fund 121 278,376,840
Lawsuits Filed Pursuant to the Law No. 6183 2 174 55,005
Criminal Cases - -
Total 414 533,226,000

Table 23: Lawsulits for Corporate Loans

1 [t stands for lawsuit-related amount as the reserved rights for surplus and the amount of interest are not included. The
calculation of the

amount for TRY equivalence is based on CBRT’s buying rates of exchange effective on 12/31/2017.

16 of the lawsuits filed pursuant to the Law No. 6183 are lawsuits filed in accordance with the article 35 (bis).

N

3.9.3. Lawsuits and Proceedings For Personal Loans

The lawsuits resulting from housing, agricultural, auto and consumer loans provided in line with
a personal loan agreement and acquired & assigned by the Fund as well as from overdraft
accounts and credit card risks are all within this context.

The number of assigned and transferred files accounts for 189,144 while 171,604 files are
resolved as a result of follow-ups and campaigns. The remaining 17,540 files are currently
followed up.
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3.9.4. Non-Loan Lawsuits

Non-loan lawsuits filed for or against banks transferred to the Fund along with their management
and control as well as lawsuits filed against the Fund for non-loan transactions of banks
transferred to the Fund are within this context. Such lawsuits are as follows:

Actions of debt (lawsuits of pecuniary liability and revocation resulting from off-shore
accounts, receivables such as lease, adequate payments arising from ownership of real
estate),

business lawsuits (severance and notice pay, receivable of leave, overtime, reemployment,
training expenditure, penal clauses etc.),

lawsuits over real estates (cancellation and registration of title deed, termination of
shareholdership, actio negatoria , evacuation, rent claims, declaratory actions, revoking
MASAK measures etc.),

Administrative lawsuits (cancellation of administrative action, money orders, tax and fee
avoidance etc.),

Criminal lawsuits (lawsuits resulting from misconduct, breach of trust, embezzlement as
well as administrative fines etc.),

Other lawsuits (complaint, cancellation of appeal, negative declaratory action, cancellation
of disposal, restitution etc.).

The status of non-loan lawsuits and proceedings as of 12/31/2017 is presented in Table 24 and

Non-Loan Lawsuits

Number of Lawsuits Cost of Lawsuits (TRY)!

Lawsuits Filed by the Fund 886 210,312,600
Lawsuits Filed against the Fund 928 292,826,654

Total 1,814 503,139,255

Table 24: Non-Loan Lawsuits

1 It stands for lawsuit-related amount as the reserved rights for surplus and the amount of interest are not included.
The calculation of the amount for TRY equivalence is based on CBRT'’s buying rates of exchange effective on
12/31/2017.

Non-Loan Execution Proceedings

Cost of P di
Number of Proceedings ost ol Froceedings

(TRY)!
Execution Proceedings by the Fund 46 91,631,374
Execution Proceedings against the Fund 6 1,924,593
Total 52 93,555,967

Table 25: Non-Loan Execution Proceedings

1 ]t stands for the proceeding-related amount as the reserved rights for surplus and the amount of interest are not
included.

(*) The sums for 3 execution orders are not included in the table since they are subject to the annulment of
receivables/appeal.
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Offshore Lawsuits

Number of Cost of Lawsuits
Lawsuits (TRY)?

Lawsuits Filed against the Fund 2 1,567 175,126,285

Table 26: Offshore Lawsuits

1 [t stands for the proceeding-related amount as the reserved rights for surplus and the amount of interest are not included.

2 Asof12/31/2017, 420 lawsuits of offshore actions were ruled against the Fund while 1,611 lawsuits are in progress and 44
lawsuits are prosecuted on complaint.
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4.1.

4.2.

4.3.

ACTIONS TAKEN AS
A PART OF THE
STATE OF
EMERGENCY

Trusteeship Operations
Operations Concerning the Press and Media Organizations

Operations Concerning Requests Over Account Information
in Asya Katilhm Bank
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In the aftermath of the failed coup attempt on 7/15/2016 in Turkey, the state of emergency (SoE)
was declared starting from 7/21/2016 across the country upon the Cabinet Decree No.
2016/9064 7/20/2016 pursuant to the article 120 of the Constitution.

The operations run by the SDIF in accordance with the state of emergency are presented under 3
main titles:

4.1. Trusteeship Operations

In accordance with the article 19 and the article 20 of the Decree Law (DL) (introduced as a law
by the Law No. 6758 of 11/10/2017) No. 674 published in the bis edition of the Official Gazette
No. 2918 0f9/1/2016, it was decided to transfer the task and powers of trusteeship, which were
possessed by the companies assigned/to be assigned with a trustee in accordance with the article
133 of the Code of Criminal Procedures, to the SDIF due to their attachment, relation or contact
with the FETO/PDY terrorist organizations, and the Decree Law in question set out provisions
concerning the sale and liquidation of the said companies and their assets.

In addition, additional regulations were introduced for the companies and their assets transferred
to the SDIF in capacity as a trustee in accordance with the Decree Law No. 675 of 9/1/2016, and
the Decree Laws No. 677 and No. 678 of 11/22 /2016 and the Decree Law No. 680 of 1/6/2017,
and “the Procedures and Principles on the Enforcement of the Article 19 of the Law No. 6758 of
11/10/2016” were introduced on 1/17/2017.

Hence, the powers of trusteeship of 985 companies/businesses from 44 provinces in Turkey were
transferred to the SDIF in March 2018 or the SDIF was assigned as a trustee to the companies in
question. Also, The SDIF was assigned as trustee to shares of 142 companies, which are below
50%, and assets of 125 natural persons.

According to the information gathered from the companies/ businesses in question, they enjoy

] TRY 49.4 billion in size of assets,

. TRY 19.7 billion in equity,

. TRY 24.6 billion in turnover,

. and employ 50,192 people combined.

4.2. Operations Concerning the Press and Media Organizations

In accordance with the provision of the Decree Law No. 688 of 7/27 /2016 that reads “any movable
property, assets, receivables and rights, documents and papers of the newspapers, magazines,
publishing houses, distribution channels, private radio and television stations closed down shall be
deemed to be transferred to the Treasury for free of charge...”, and the provision of the Decree Law
No. 674 of 9/1/2016 that reads “... this shall also apply in case the assets transferred are handed
over by the Ministry of Finance to the Savings Deposit Insurance Fund for their sales and
liquidation...”, and the consent (No. 25734 of 9/22/2016) of the General Directorate of National
Estate affiliated to the Ministry of Finance, it was deemed pertinent to “allow the Inspection and
Valuation Commissions and the SDIF’s authorities to identify the assets, which were handed over
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from the media and press organizations closed down, under the coordination of the Provincial Decree
Law Procedures Offices, and transfer them along with the inspection and handover minutes to the
SDIF for their sales and liquidation”.

The number of newspapers, magazines, publishing houses, distribution channels, private radio
and television stations closed down in line with the respective Decree Laws as set out in the
minutes and letter appendices from the revenue offices and the lists submitted in attached letters
of the Directorate General of National Estate is 149 in total except for 25 of them about which the
ruling to close them down is revoked in March, 2018.

Of the media and press organizations in question,149 in total includes 33 television networks, 39
radio stations, 72 newspapers, magazines and publishing houses and 5 news agencies.

The procedures of evaluation and valuation for 122 of them were concluded in March, 2018 while
the procedures of evaluation and take over for the rest are currently in progress.

4.3. Operations Concerning Requests Over Account Information in Asya Katilim Bank

In accordance with the paragraph two of the article 3 of the Decree Law on Measures Taken As a
Part of the State of Emergency, which was published in the Official Gazette No. 29804 of
8/17/2016, the requests were met concerning access to the details of 1,859,211 public officers
and their spouses and children at Asya Katilim Bank as a result of 3,317 official letters submitted
by 1,320 public institutions and organizations in 2017.

Additionally, the instruction to allow for the examination of the details of 260,395 people at Asya
Katilim Bank as a result of 40,079 official letters entailed by the investigations conducted by the
Public Prosecutor’s Offices and the lawsuits heard at the Courts was followed, as well.
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5.1. SDIF’s Financial Statements

Accounting records of the SDIF are kept in accordance with the accounting principles specified in
the “SDIF Accounting Directive” entered into force on March 8, 2005 upon the Resolution of the
Fund’s Board, and “SDIF Chart of Accounts and Definition” entered into force on September 18,
2003 upon the Resolution of the Fund’s Board. The balance sheet and income statement of the
SDIF are drawn up in accordance with the uniform balance sheet and income statement in the
Chart of Accounts. In addition to year-end financial statements, interim financial reports drawn
up as of the end of March, June and September are submitted to the Fund’s Board for the review
within the following 45 days and released on the Fund’s official website.

5.2. Audit of Financial Statements

The Fund’s annual expense accounts and expenditures are audited by the Court of Accounts in
accordance with the Article 124 of the Banking Law. In addition, the accounts of the Fund are
annually audited by an independent audit company, and consequently an independent audit
report is incorporated into the annual report and published. The SDIF Accounting Directive
stipulates that the annual balance sheet and the income statement of the Fund should be approved
by an authorized independent audit firm operating in Turkey.

By the end of every March, the Fund draws up an annual report for the analysis over decisions
taken in the previous year, regulations introduced and their economic and social implications. The
annual report, financial statements and the final budget account of the Fund are submitted to the
Turkish Grand National Assembly, and a copy of the final budget account is presented to the
Ministry of Finance.

On the other hand, SDIF’s accounts were included in the scope of the audit of the Court of Accounts
in accordance with the relevant provisions of the Law on Court of Accounts No. 6085 dated
December 3, 2010. The review for the accounts pertaining to the year 2017 is still in progress.

In line with the provisional Article 17 specified in the Article 18 of the “Law on the Amendment of
the Law on the Regulation of Public Finance and Debt Management” No. 5787, the first paragraph
of the Article 3 of the "Procedures and Principles on the Transfer of Cash Surplus of Savings
Deposit Insurance Fund to the Accounts of Undersecretariat of Treasury” stipulates that the Fund
shall submit the independent audit report, which includes the fact that the payments to the
Undersecretariat of Treasury were made in line with these Procedures and Principles,
to the Treasury on an annual basis.

Within this framework, the independent audit on the financial statements dated 12/31/2017 and
payments made to the Undersecretariat of Treasury in line with the procedures and principles
were conducted by the firm titled Aksis Uluslararasi Bagimsiz Denetim A.S.
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5.3. Independent Audit Report

SAVINGS DEPOSIT INSURANCE FUND
TO THE FUND’S BOARD

A) Independent Audit of Financial Statements
1) Opinion

We have audited the financial statements consisting of statement of financial position as at 31
December 2017 with statements of income pertaining to the financial year ending which ends at
the same date and notes that sum up significant accounting policies and the other informative
notes.

According to our opinion, the financial statements capture the financial status of the Savings
Deposit Insurance Fund as of December 31, 2017 and the financial performance pertaining to the
financial year ending on the same date in a correct manner in all aspects in line with the
Accounting Directive of the Savings Deposit Insurance Fund and the SDIF’s Chart of Accounts and
Definitions.

2) Ground of the Opinion

The independent audit fulfilled by us was conducted in compliance with the Independent Auditing
Standards as a part of the Turkish Auditing Standards introduced by the Public Oversight,
Accounting and Auditing Standards Authority (“KGK”). Our liabilities as a part of these Standards
are explained in a comprehensive manner in the section of Liabilities of the Independent Auditor
(“BDS”) on Independent Audit of the Financial Statements, which may be found in our report. We
declare that we act independently of the Fund in line with Codes of Conduct for the Independent
Auditors (“Codes of Conduct”) introduced by the KGK and ethical provisions of the legislation
related to independent audit of the financial statements. Codes of Conduct and other liabilities
pertaining to ethic aspects under the legislation also are carried out by us. We believe that the
independent auditing proofs acquired during the independent audit form an appropriate and
adequate basis to build our opinion.

3) Liabilities of the Fund’s Board and Senior Management on the Financial Statements

The Fund’s Board is responsible for drawing up the financial statements in line with the Accounting
Directive of the Savings Deposit Insurance Fund and the SDIF’s Chart of Accounts and Definitions,
presenting these realistically and conducting the internal control which the Fund finds necessary to
ensure that the financial statements do not involve material inaccuracy caused by an error or deceit.

4) Miscellaneous
It is billed necessary to call attention to the following whereas it does not affect our opinion:

As set forth in Note 28, the relevant Departments of the Fund reported that there are lawsuits filed
against the Fund for a total of TRY 1,255,562 thousand including TRY 940,172 thousand, USD
69,050 thousand, EUR 12,152 thousand and GBP 9 thousand and CHF 6 thousand as of December
31, 2017. The Fund’s Board is of the opinion that a major part of the lawsuits followed up in off-
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balance sheets does not impose any additional liability on the Fund. The Board, therefore, did not
allow for any provision in the attached financial statements due to the uncertainty with regard to
whether the funds of economic benefit are likely to be no longer a part of the SDIF.

5) The Liability of the Independent Auditor on the Independent Audit of the Financial
Statements

Our liabilities on an independent audit are as follows:

Our goal is to provide reasonable assurance about whether the financial statements include any
major inaccuracy originated from error or deceit or not and draw up an independent audit report
involving our opinion. Reasonable assurance provided as a result of an independent audit
conducted in accordance with the BDS’s is an high level of assurance, however, it does not
guarantee that an existing material misstatements will be always identified. Inaccuracies may be
caused by an error or deceit. In case that it is reasonably expected that the inaccuracies will affect
the economic decisions of the financial statement users according to these statements, these
inaccuracies are considered as material.

By force of an independent audit conducted in line with the BDS’s, we use our professional
reasoning and maintain our professional skepticism during audit process. Also, the following tasks
are performed by us:

=  Toidentify and evaluate “material inaccuracy” risks caused by an error or deceit in financial
statements; design and implement audit procedures addressing these risks, and acquire
appropriate and adequate auditing proof forming basis for our opinion. Since the deceit may
include collusion, fraud, intentional omission, misstatement or internal control violation
actions, the risk not to identify a material inaccuracies caused by deceit is higher than the risk
not to identify a material inaccuracies caused by an error.

» Instead of presenting an opinion of the Fund’s internal control effectiveness, the internal
control related to audit operation is evaluated to design audit procedures according to the
situation.

» Itis evaluated whether the accounting estimates and related notes which are performed by
the compliance of the accounting policies used by the management, are reasonable or not.

=  Based on the auditing proofs acquired, a conclusion is reached about whether an important
uncertainty related to incidents or conditions, which can constitute a serious suspicion
regarding the capacity of the Fund to maintain its continuity, is available or not and the
compliance of usage of continuity principle of the Fund by the management. In case of an
important uncertainty being not identified, it is required to call attention to the related notes
stated in the financial statements or, provided that these notes are inadequate, express an
opinion other than the positive one. Findings we acquired base on the auditing proofs
obtained by the date of independent auditor report. In addition, incidents and conditions in
the future can affect the continuity of the Fund.

= [t is evaluated whether general presentation, structure and content, including notes, of the
financial statements, and procedures and incidents forming basis for these statements are
reflected in way to provide presentation according to the truth or not.
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In addition to other factors, in case of determination during auditing process, we notify the
executives of the intended scope and time of the independent audit and important auditing
findings, including material internal control deficiencies.

We informed the executives about that we comply with the ethical terms related to being
independent. Also, we notified the executives of all relations and other issues that may affect the
independency factor, and the relevant measures if there is any.

B) Other Liabilities caused by the Legislation
Opinion Over Payments Made by the SDIF to the Undersecretariat of Treasury

Within the context of the financial statements drawn up as a part of the SDIF Accounting Directives
(Note 3), the Chart of Accounts and Definitions, the monthly payments made by the Savings
Deposit Insurance Fund to the Undersecretariat of Treasury are attached in Note 27 (f) and were
put through audit procedures in the course of the independent audit for the financial statements.
In our opinion, the information specified in Note 27 (f) comply with the “Principles and
Procedures on the Transfer of Cash Surplus of the Savings Deposit Insurance Fund to the
Accounts of the Undersecretariat of Treasury”.

This independent audit is performed and finalized by Tayyip Yasar.

Sorumlu Denetgi

19 Mart 2018
istanbul, Tiirkiye
Aksis Uluslararasi Bagimsiz Denetim Anonim Sirketi
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Balance Sheet of the Savings Deposit Insurance Fund (TRY)

ASSETS

CURRENT ASSETS

Liquid Assets

A The Central Bank

B Domestic Banks
Marketable Securities

A Government Bonds

B Revenue Sharing Certificate

C Provision for Impairment of Marketable Securities (-)
Income Accruals and Rediscounts on Liquid Assets and
Marketable Securities
Short-Term Receivables From Fund's Main Activities
Other Receivables
Prepaid Expenses for Following Months, Income Accruals and
Rediscounts

A Interest Income Accruals from Rescheduled Receivable

B Insurance Premium Income Rediscounts

C Other Interest Income Accruals and Rediscounts
Other Current Assets
NON-CURRENT ASSETS
Non-Performing Receivables

A Non-Performing Loans taken over

B Rescheduled Receivables

C Other Non-Performing Receivables

D Provision for Non-performing Receivables (-)
Long-Term Receivables

A Subordinated Loans Made Available For Banks

B Loans Granted to Other Subsidiaries

C Loans Granted to Companies of which Management and
Control are taken over

Long-Term Receivables From Fund's Main Activities
A Advance Payments to Bank With a Revoked Operating License
B Receivables From Bankrupt's Estate
C Provision for Receivables From Bankrupt's Estate (-)
Financial Fixed Assets
A Subsidiaries
B Securities Held to Maturity
C Provisions for Impairment Financial Fixed Assets (-)
Tangible Fixed Assets
A Movables
B Intangible Rights
C Accumulated Depreciation (-)
Assets to be Disposed of
A Subsidiary Banks to be Disposed of

B Affiliates to be Disposed of

A Other Subsidiaries To be Disposed of

D Tangible Fixed Assets to be Disposed of

E Prescribed Assets

C Provision for Impairment on Assets to be Disposed of(-)
Duty Loss Accounts

A Subsidiaries and Affiliates in Liquidation

B Provision for Subsidiaries and Affiliates in Liquidation (-)

C Reserves Granted to Subsidiary Banks

D Provision for Reserves Granted to Affiliated Banks (-)

Other Assets

TOTAL ASSETS

12/31/2017

32,524,922,509

2,304,883,550
4,398
2,304,879,152
26,531,451,766
26,219,122,409
829,818,000
(517,488,643)

2,793,856,580
337,234
126,805,891

767,558,198
6,336,247
640,740,798
120,481,153
29,290
3,837,170,607
185,682,742
2,220,058,770
4,012,962,196
23,991,987
(6,071,330,211)
1,566,588,463
1,557,180,000
377,463

9,031,000
610,794,991
610,767,991
11,571,721,700
(11,571,694,700)
572,845,120
572,845,101
60,819

(60,800)
5,555,213
9,153,682
15,902,757
(19,501,226)
840,668,131

108,056,623
98,722,503
310,800,810
449,676,745
86,284
(126,674,834)
183,028
16,915,009
(16,731,981)
10,584,896,657
(10,584,896,657)
54,852,919

36.362.093.116

12/31/2016

26,808,565,998

3,580,546,259
3,975
3,580,542,284
20,624,964,413
20,143,339,377
852,138,764
(370,513,728)

1,819,584,399

961,518
107,680,537

674,809,981

2,574,878
571,659,552
100,575,551

18,891
4,069,919,461
251,689,665
2,175,323,679
3,908,926,446
24,185,903
(5,856,746,363)
1,514,437,263
1,506,640,000
377,463

7,419,800

974,426,896
974,394,896
11,683,652,111
(11,683,620,111)
111,992,019
111,992,000
60,819

(60,800)
5,586,508
8,243,872
14,148,483
(16,805,847)
1,153,036,040
568,578,622
98,444,533
283,227,957
329,374,649
85,113
(126,674,834)
183,028
16,915,009
(16,731,981)
10,673,134,229
(10,673,134,229)
58,568,042

30.878.485.459

Annual Change

Amount
5,716,356,511

-1,275,662,709
423
-1,275,663,132
5,906,487,353
6,075,783,032
-22,320,764
-146,974,915

974,272,181

-624,284
19,125,354
92,748,217

3,761,369
69,081,246
19,905,602

10,399
-232,748,854
-66,006,923
44,735,091
104,035,750
-193,916
-214,583,848
52,151,200
50,540,000

0

1,611,200

-363,631,905
-363,626,905
-111,930,411

111,925,411
460,853,101
460,853,101
0

0

-31,295
909,810
1,754,274
-2,695,379

-312,367,909
-460,521,999

277,970
27,572,853
120,302,096
1,171

0

0

0

0
-88,237,572
88,237,572
-3,715,123
0
5.483.607.657

(%)

21
-36

11

-36

29

30

-3

40

54

-65
18

14

146
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12/31/2016

Annual Change

Amount

(%)

SHORT-TERM LIABILITIES 4,879,545,045 4,948,342,183 -68,797,138 -1
Collections Deposited and Pending to be Set-Off 4,869,124,358 4,652,506,589 216,617,769 5
A Deposit Collections 58,895,776 57,585,452 1,310,324 2
B Collections Pending to be Set-Off 4,497,607,215 3,837,166,531 660,440,684 17
C Blocked Accounts 312,621,367 757,754,606 -445,133,239 -59
Income Relating t_o Following Months, Expense 1,820,581 1,694,509 126,072 7
Accruals and Rediscounts
B Other Expense Accruals and Rediscounts 1,820,581 1,694,509 126,072 7
Taxes and Funds Payable 1,152,067 1,031,381 120,686 12
A Taxes and Funds Payable 1,024,705 910,170 114,535 13
B Social Security Premiums Payable 127,362 121,211 6,151 5
Other Short-Term Payables 7,156,176 292,965,386 -285,809,210 -98
A Money to be Refunded to Banks 4,610 3,788 822 22
B Payables to Personnel 132,856 81,358 51,498 63
Finan(;;\/[oney to be Transferred to the Ministry of 151,592 159,300 -7,708 5
D Other Payables 6,867,118 292,720,940 -285,853,822 -98
Other Short-Term Liabilities 291,863 144,318 147,545 102
A Other Liabilities 291,863 144,318 147,545 102
LONG-TERM LIABILITIES 1,602,159,078 1,352,091,500 250,067,578 18
Provisions for Long term Liabilities and Expenses 29,135,070 26,525,539 2,609,531 10
. A Provision for Personnel's Lump Sum and 29,135,070 26,525,539 2,609,531 10
Retirement
Income Relating -to Following Years, Expense 252,227,903 170,910,545 81,317,358 48
Accruals and Rediscounts
A Income for Following Years 4,661 4,661 0 0
B Other Expense Accruals and Rediscounts 252,223,242 170,905,884 81,317,358 48
Reilils;)ll)llicsted Income from Rescheduled 1,243,746,134 1,103,627,165 140,118,969 13
Other Long-Term Liabilities 77,049,971 51,028,251 26,021,720 51
EQUITY 29,880,388,993 24,578,051,776 5,302,337,217 22
Accumulated Funds 24,578,051,776 20,412,139,371 4,165,912,405 20
A Bank Liquidation Fund Accumulations 2,939 2,939 0 0
B Trust Fund Accumulations 69,713,294 69,713,294 0 0
C Previous Years Income-Expense Difference 24,508,335,543 20,342,423,138 4,165,912,405 20
Income-Expense Difference for Term 5,302,337,217 4,165,912,405 1,136,424,812 27
TOTAL LIABILITIES 36,362,093,116 30,878,485,459 5,483,607,657 18
Off-Balance Sheet Accounts 635,291,775,987 564,136,673,890 71,155,102,097 13

BALANCE SHEET FOOTNOTES:

(1) The securities in the Fund’s balance sheet were valued in accordance with principles of the SDIF Accounting Directive. Government Debt Securities and

Income-Based Bonds included in the portfolio as of 12/31/2017 were captured by the financial statements relying on prices released in the Official Gazette of

the Central Bank of Turkey on a daily basis whereas the External Bonds were reflected based on current values. GDSs issued to use for the payment of the amount

to the SDIF by the Undersecretariat of Treasury by September 21, 2007 in accordance with the “Law on the Payment of Amount Collected Under the Name of the

Sale of Government Debt Securities by Imar Bank the License of Which Was Revoked for Banking Transactions and Accepting Deposits”, were not subject to any

interest rediscount since they were interest-free, registered and for no sale in the secondary market.

(2) The account pertaining to expenses for future months, revenue accruals and rediscounts does not include interest rediscounts of acquired non-performing
loans.

(3) In the event that the payment of any capital or interest receivable of the payment scheme is overdue for 90 days, then the balance of

Rescheduled Receivables in Fund’s balance sheet as a part of the provisions of the SDIF Accounting Directive is charged for 25 % in interest, and for 100 % in

interest in case it is overdue for 180 days. Non-performing Loans Taken over by the Fund were accounted based on the book value on the date of transfer while

provisions for decrease allocated by the bank the receivables of which were transferred, and by the Fund are followed up in the account of Non-performing Loans

of the Fund’s balance sheet.

(4) In accordance with the Resolution of the Fund’s Board dated 18.12.2008 and No. 378, An entire provision for losses is allocated to the Reserves Granted to

the Subsidiary Banks and Receivables From Bankruptcy’s Estate of T. Imar Bankasi T.A.S..

(5) Uncollected Income from Rescheduled Receivables refers to income from uncollected interest revenues and cancelation of provisions with regard to the

corporate receivables rescheduled for payment by the Fund.

(6) Of the risk factors that the Fund might be exposed to, the total amount of deposit and participation funds covered by insurance in banks,

and the costs of lawsuits filed against the SDIF are separately monitored in off-balance sheet accounts.

(7) The balance sheet is based on the CBRT’s buying rates of exchange effective on 12/31/2017 and 12/31/2016.

(8) The receivables of the Undersecretariat of Treasury amounting to of TRY 93.292.116.458.83 from the SDIF were written off as of 07/23/2008

in accordance with the Law dated 07/16/2008 and No. 5787.

71



SAVINGS DEPOSIT INSURANCE FUND

ANNUAL REPORT 2017

Income Statement of the Savings Deposit Insurance Fund (TRY)

Annual Change

12/31/2017 12/31/2016
Amount Percent (%)
Interest Revenue 2,783,456,088 1,910,325,735 873,130,353 46
Interests Charged for Other Bank Deposits 60,512,161 175,749,748 -115,237,587 -66
Profit Shares From Participation Banks 6,754,469 1,361,454 5,393,015 396
Interest from GDS 2,660,380,520 1,688,295,680 972,084,840 58
Income of Income-Based Securities 46,983,547 44,702,972 2,280,575 5
Reverse Repurchase Interest Revenue 8,825,391 215,881 8,609,510 3,988
Interest Expenses (-) - - -
Non-Interest Income 4,489,106,307 3,399,793,547 1,089,312,760 32
Revenues From Fund's Main Activities 2,627,851,144 2,369,263,798 258,587,346 11
Insurance Premium Income 2,499,568,918 2,234,444,016 265,124,902 12
Prescribed Asset Revenue 82,837,715 93,588,246 -10,750,531 -11
Fine Income 7,668,851 6,280,628 1,388,223 22
Interests of Receivables from Bankrupt's Estate 0) 87,695 -87,695 -100
Interest From Ac.ivanc‘es Granted for the Banks with a 27.386,596 0) 27.386,596 100
Revoked Operating License
Default Interest 366,164 350,470 15,694 4
Shares From Entrance in Banking System 3,000,000 3,000,000 0 0
Shares From Share Transfers of Banks 7,022,900 31,512,743 -24,489,843 -77
Cancellation Income From Provisions No Longer
Required g 444,565,635 368,415,567 76,150,068 21
Income of Non-Performing Loans 467,760,197 80,025,475 387,734,722 485
Profits on Sale For Assets to be Sold Off 7,950 15,254,412 -15,246,462 -100
Income and Profits For Assets Sold Off 4,225,518 151,507 4,074,011 2,689
Profits of Capital Market Transactions 2,077 4,420 -2,343 -53
Evaluation Profits 736,881,632 353,684,342 383,197,290 108
Subsidiaries and Affiliated Comp. Profit Share Income 4,411,765 25,000,002 -20,588,237 -82
Other Ordinary Income and Profits 133,321,246 179,011,435 -45,690,189 -26
Extraordinary Income 70,079,143 8,982,589 61,096,554 680
Non-Interest Expenses (-) (1,970,225,178) (1,144,206,877) -826,018,301 72
Employee Expenses (-) (43,475,437) (41,372,006) -2,103,431 5
Public Premium Expenses for Social Securit
Institutions (-) ’ ’ (4,159,600) (3,898,270) 261,330 7
Expenses for Purchase of Goods and Service (-) (20,407,608) (17,846,111) -2,561,497 14
Purchase of Goods and Materials for Consumption (-) (2,396,830) (2,291,013) -105,817 5
Allowances (-) (621,246) (319,423) -301,823 94
Duty Expenses (-) (115,192) (102,337) -12,855 13
Service Procurement (-) (15,284,388) (13,331,098) -1,953,290 15
Representation and Promotion Expenses (-) (56,538) (45,787) -10,751 23
Estates, Purchase of Non-material Rights,
Maintenance and Rj;pair Expenses (-}g (249,662) (221,171) 28,491 13
Real Estate Maintenance and Repair Expenses (-) (34,729) (5,401) -29,328 543
Medical Treatment and Funeral Expenses (-) (1,649,023) (1,529,881) -119,142 8
Receivables and I.m./estment for Fund's Main Activities (364,151,449) (283,537,602) 80,613,847 28
Expenses of Provision for Losses (-)
Other Provision Expenses (-) 0) (30,035,593) 30,035,593 -
Cash Resources Transferred to the Treasury (-) (932,976,000) (361,940,700) -571,035,300 158
Losses on Sale For Assets to be Sold Off (-) (1,149) (0) -1,149 100
Expenses and Losses for Assets Sold Off (-) (336,210) (1,341,971) 1,005,761 -75
Depreciation Expenses (-) (2,695,379) (2,527,155) -168,224 7
Evaluation Loss (-) (268,578,421) (154,695,222) -113,883,199 74
Loss on Capital Market Transactions (-) (95,054,578) (17,262,203) -77,792,375 451
Current Transfers (-) (4,138,611) (3,706,067) -432,544 12
Other Ordinary Expenses and Losses (-) (225,950,029) (183,644,511) -42,305,518 23
Extraordinary Expenses (-) (8,300,707) (42,399,466) 34,098,759 -80
Income-Expense Difference for Term 5,302,337,217 4,165,912,405 1,136,424,812 27
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5.4. Explanatory Notes on Accounting Principles Applied and The Financial Statements

5.4.1. Liquid Assets

They are composed of drawing accounts and deposit accounts with one-year maturity, and money
in transit in domestic banks. The SDIF has liquid assets worth TRY 2,304,883,550 as of
12/31/2017.

5.4.2. Marketable Securities

Securities included in the SDIF’s portfolio are accounted based on acquisition cost under this
account. As of 12/31/2017, GDDSs and Lease Certificates in TRY were valued on the basis of
prices released in the Official Gazette of the CBRT whereas GEDSs and Lease Certificates in
foreign currency were valued in line with the current values. Information on the securities in
the SDIF’s portfolio as of 12/31/2017 are presented in Table 27.

Marketable Securities in the Fund’s Portfolio (as of 12/31/2017)

Nominal Interest
Amount Income Provision for CBRT Value
Cost (TR Redi t 12/3/2017) i
(TRY/Foreign ost (TRY) ediscoun Impairment (TRY) (z/3/ )in
Currency) (TRY) TRY
y (Gross)
GDDS TRY 21,612,439,719 21,642,647,755 2,522,232,420 (444,339,542) 23.468.317.391
GEDS USD 800,000,000 3,037,334,351 95,985,321 (71,148,485) 3.062.171.187
GEDS EUR 340,000,000 1,539,140,303 155,210,762 - 1.694.351.065
Lease
e USD 220,000,000 829,818,000 14,823,567 (2,000,616) 842.640.951
Certificate
Equivalent of
27,048,940,409 2,788,252,070 (517,488,643) 29,067,480,594

Amount in TRY
Table 27: Marketable Securities in Fund’s Portfolio

The Fund’s reserve consisting of the liquid assets and securities are separately followed up as
deposit insurance and resolution reserve within the context of segment reporting drawn up for
the administrative purposes. Information for management of the relative reserves are explained
in detailed in Section 5.5.

5.4.3. Non-Performing Receivables

Non-Performing Loans Taken Over

Non-performing loans taken over the SDIF by subsidiary banks or by other means were
transferred to the accounts with the book value in the relevant bank records and provisions
allocated by the relevant banks with reference to the agreement of assignment between
subsidiary banks and the SDIF. The non-performing loans are not accrued for interest while
interest incomes are accounted based on collections. 100 % of provision is reserved for required
nonperforming loans by the Fund in addition to special provision sums in records of subsidiary
banks.
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Non-Performing Loans Taken Over
Type of Receivables (thousand TRY) 12/31/2017 12/31/2016

Corporate Loans 1,849,598 1,818,861
Non-Cash Loans Indemnified 43,255 41,623
Consumer Loans 63,064 64,414
Other 264,142 250,425
Total 2,220,059 2,175,323

Table 28: Non-Performing Loans Taken Over

Rescheduled Receivables

Non-performing receivables, which were scheduled for payment under an agreement and paid on
time by debtors, are monitored under the title of “Rescheduled Receivables” in the section of
assets of the balance sheet. The positive difference between the receivables in the payment
schedule and the accounting records as well as the provisions reserved for the relevant
receivables are not turned into income unless they are collected. These income-generating
sums pending for the term to be collected are monitored in the account of “Uncollected Income
from Rescheduled Receivables” in the section of liabilities of the balance sheet. In the event that
the payment of any capital or interest receivable scheduled for payment is overdue for 90 days,
then the balance of Rescheduled Receivables is charged for 25% in provision and for 100 % in
provision in case it is overdue for 180 days. The receivables scheduled for payment in the Fund’s
balance sheet amount to TRY 4,013 million as of 12/31/2017.

5.4.4. Long-Term Receivables From the Main Activities of the Fund

The long-term receivables are composed of the Fund’s receivables (insured deposit payments,
insurance premium receivable, prescribed deposit receivable, etc.) from bankrupt’s estates of
banks the license of which was revoked for banking transactions and accepting deposits, and
receivables from bankrupt’s estates of individuals. 100% provision is reserved for the receivables
from the bankrupt’s estate of the Bankrupt T. Imar Bankas1 A.S.

5.4.5. Financial Fixed Assets

Shares of capital invested by the SDIF in an enterprise in order to be a shareholder, and stocks
retained as they no longer can be turned into cash in the short run for various reasons are
monitored under this account. Stocks, affiliated company and subsidiary shares traded at the
exchange are valued based on their value in the market whereas those not traded at the exchange
are valued based on acquisition cost.

5.4.6. Tangible Fixed Assets

Tangible fixed assets acquired to put into use to sustain the Fund’s operations are monitored
under these accounts and kept with acquisition costs. 20% ordinary depreciation is reserved for
securities and intangible rights.
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5.4.7. Assets to be Disposed of
Subsidiary Banks to be Disposed of

The payments made for the same amount to the relevant bank in order to acquire a part or all of
bank shares of an subsidiary bank and the amount equivalent to the paid-in capital of bank loss
are monitored under this account. The current balance is composed of the Fund’s 100 % share in
Tiirk Ticaret Bank as of 12/31/2017.

Subsidiaries and Other Affiliated Companies To Be Disposed of

Affiliated companies and subsidiaries acquired from subsidiary banks by the Fund or on account
of receivables are accounted along with the acquisition cost. The provisions for provision for
losses of other affiliated companies and subsidiaries acquired from subsidiary banks and to be
disposed of are reflected onto the balance sheet based on their values in bank’s records. Affiliates
and subsidiaries transferred to the Fund for free are kept in records by means of provisions for
decrease in value equivalent to their book values. The current balance is composed of capital
share in 7 affiliates of Fund’s portfolio, and 15 subsidiaries to be disposed of as of 12/31/2017.

Tangible Fixed Assets/Rights To Be Disposed of

Tangible fixed assets and intangible rights acquired by the Fund from subsidiary banks or on
account of its receivables or purchased by the Fund for execution are kept in records along with
the acquisition cost. The relevant assets to be disposed of are not depreciable.

5.4.8. Duty Loss Accounts

Subsidiaries and Affiliates in Liquidation

The Fund’s shares of capital in affiliates and subsidiaries in liquidation, and its other receivables
are monitored under this account. The balance is composed of the capital share pertaining to 12
subsidiaries and affiliates in liquidation as of 12/31/2017.

Reserves Granted to Subsidiary Banks

It comprises of the GDDSs, issued for loan by the Undersecretariat of Treasury to the SDIF,
transferred by the SDIF to subsidiary banks as a reserve The SDIF made use of bonds deposited
by the Undersecretariat of Treasury pursuant to the relevant loan agreement, as withdrawals
from the relevant deposit account when needed, and transferred the bonds to the subsidiary
banks. The bonds were deemed to have been issued as of the date of withdrawal as they were
reflected onto the Fund’s balance sheet in their values as of the date of withdrawal. As of
12/31/2017, the current balance is composed of reserves granted to Birlesik Fon Bank and an
entire provision is reserved for the amount.

5.4.9. Collections Deposited and Pending to be Set-Off

The sums deposited until the completion of sale for assets to be sold off, and other cash collections
as well as those with procedures yet to be completed for set-off out of the collections made as a
part of the Law No. 2004 and 6183 or the protocols signed between parties, collections made as a
collateral /security and amounts deposited into the Fund’s trust accounts are all monitored under
this account.
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Payments to Institutions and Organizations

Of the sale price for the assets of natural and legal persons within the context of commercial and
economic entities or through compulsory execution on an individual basis, the debts of the
respective persons to public and social security institutions, and the sum remaining upon the pay-
off of the Treasury share debts were shared out in accordance with the Law No. 5472, the
amended article 134 of the Banking Law and the other respective legislation
in proportion to the debts of the persons in question to other public institutions, organizations
and persons.

The sale prices for the assets sold by the Fund are kept in the section of liabilities of the Fund’s
balance sheet to ensure the collection of the relevant payments while due payments are made to
the relevant institutions and organizations upon the completion of the legal process. In this
context, the USD equivalent of payments made to other institutions and organizations in 2017 is
4 million USD. The total amount of payments made by the SDIF as of 12/31/2017in this respect
hit USD 7,472 million.

5.4.10. Provisions for Personnel’s Lump Sum Payments and Retirement

As a part of the regulations on contracted staff, a provision is allocated for liabilities to stem from
lump sums to be made in case of dismissal or retirement.

5.4.11. Valuation of Receivables and Debts

The Fund’s non-performing loans (except for receivables rescheduled for payment) or receivables
from bankrupt’s estates are presented in the balance sheet based on their book values. The
calculation of the interest income rediscount is based on the interest rate specified for deposits
and other receivables anticipated for interest.

5.4.12. Other Balance Sheet Items

Other balance sheet items are reflected in financial statements by their book values.

5.4.13. Insurance Premium Income

As a part of the deposit insurance, the Fund insures saving deposit and participation fund accounts
opened in all currency types in the credit institutions. Saving deposit and participation fund
insurance premiums are paid to the Fund in its own currency type with regard to the accounts
opened in types of TRY, USD and EUR until the last business day of the second month following
the relevant period when the financial statements are drawn up. On the other hand, gold and other
foreign currency accounts are paid off in USD.

The insurance premium for 2017 by currency type is present in Table 29. Within this context, the
insurance premium amounting to TRY 1,760,367,875, USD 118.742.431 and EUR 59,121,616 was
collected from the banks. Also, premium difference for the previous periods amounting to TRY
905,974 was registered as revenue and premium difference amounting to TRY 1,665,827 and EUR
31,466 was set-off against the premiums due.
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Bank Group Type of Currency Insurance Premium Sum
TRY 1,638,907,899
Deposit Banks UsD 106,965,613
EUR 56,117,759
TRY 121,459,976
Participation Banks UsD 11,776,818
EUR 3,003,857
TRY 1,760,367,875
uUsSD 118,742,431
EUR 59,121,616
Sum Total (In TRY)* 2,415,850,704

Table 29: Insurance Premium Income
* The calculation of the amount for TRY equivalence is based on CBRT’s buying rates of exchange effective by the end of
premium period

The premium sums collected by the Fund in 2017 range between TRY 577 - 622 million by years.

Insurance Premiums by Years

million TRY* million USD*
650 - 599 618 622 + 250
600 +
3(5)8 + 200
450 —+
ggg T 150
300 +
250 - 100
200 +
150 +
100 + 50
50 +
0 0
Dec-16 Mar-17 Jun-17 Sep-17
= Total in TRY e=¢==Total in USD

Chart 11: Insurance Premiums by Years

* The calculation of the amount for TRY and USD equivalence is based on CBRT's buying rates of exchange effective by the
end of premium period

It is seen that insurance premiums collected between 2000-2005 is being reduced on the basis of
USD equivalence. The most important factor in this reduction is that the basic premium rate was
reduced from 25 - ten thousands to 12.5 - ten thousands in 2003. On the other hand, another factor
is the regulation becoming effective in September, 2004. Even though the basic premium rate is
increased to 15 - ten thousands, reforming the premium base as the insured saving depositinstead
of total saving deposit produced a reducing effect in the total premium income. An increase in the
premium income is observed due to increase in the premium base between 2006-2008 and low
rate of exchange. The reason of the decrease in the premium income in 2009 is the change of
premium tariff and the increase in the same is caused by increasing the insurance coverage from
TRY 50 thousand to TRY 100 thousand on 2/15/2013.

Insurance premium collected by the Fund as of 2001, by years is presented in Chart 12.

77



SAVINGS DEPOSIT INSURANCE FUND ANNUAL REPORT 2017

Collected Insurance Premiums by Years (million USD)
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Chart 12: Collected Insurance Premiums by Years

5.4.14. Other Income Items From Fund’s Main Activities

In addition to the insurance premiums, the Fund has other income items such as prescribed assets,
banking system entrance fees, share transfer fees, punitive & administrative fines and others all
specified in the article 130 of the Banking Law.

Income from Prescribed Asset

The deposits, participation funds, escrows and receivables in banks that have not been claimed by
their owners within ten years following the last demand, transaction or any written directive shall
be subject to prescription in accordance with the article 62 of the Banking Law. Any form of
deposits, participation funds, escrows and receivables are kept in records as an income item for
the Fund upon a notification in case banks could not reach out to beneficiaries. In accordance with
the “Regulation on Procedures and Principles Pertaining to Acceptance and Withdrawal of Deposit
and Participation Funds, and to Prescribed Deposits, Participation Funds, Escrows and Receivables”,
the lists of relevant assets are released by banks in their own websites and concurrently submitted
to the SDIF. In addition, the relevant lists are annually released in a consolidated form by the Fund
on its website (www.tmsf.org.tr) between 1st of February and 31st of May.

A total of TRY 82.8 million was collected as income in 2017 with regard to the prescribed assets.
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Prescribed Assets by Years
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Chart 13: Prescribed Assets by Years
Income from Fines

In line with the article 130 of the Banking Law, 50 % of punitive fines to be imposed due to the
breach of the provisions of the Law, and 90 % of the administrative fines are recorded as an
income item for the Fund. In this context, TRY 7.67 million was recorded as an income item for
the Fund in 2017 while 10% of the collected fine was transferred to the Ministry of Finance in
line with the respective legislation.

Shares From Entrance to the Banking System

In line with the article 10 of the Banking Law, it is imperative for bank shareholders to pay in the
Fund a system entrance fee for 10 % of the minimum capital specified in the article 7 of the Law
in order for a bank to commence to operate as its establishment depends on the BRSA’s approval.
In this context, a total of TRY 3 million was collected in 2017 by the Fund as a fee for system
entrance.

Shares From Share Transfers of Banks

In accordance with the article 18 of the Banking Law, it is imperative to pay a fee in the Fund with
regard to the transfer for 1 % of the nominal value of the acquired shares of a bank as a part of the
share transfer that is subject to the BRSA’s approval. In this context, a total of TRY 7.02 million
was collected in 2017 by the Fund as an income item for share transfers.

5.4.15. Payments to the Undersecretariat of Treasury

As a part of the Provisional article 17 entered into force upon its publication in the Official Gazette
No. 26945 of 7/23/2008 and included into the “Law on the Amendment of the Law No. 5787 of
16.07.2008 on the Regulation of Public Finance and Debt Management” and into the “Law No. 4789
on the Regulation of Public Finance and Debt Management”, the receivables of the Treasury worth
TRY 93,292,116,459 including the capital, interests, expenditures and default interest resulted
and/or to be resulted from Government Debt Securities granted until 12/31/2007 by the
Undersecretariat of Treasury to the Fund, were written off as of 7/23/2008.

In line with the same article of the Law, the principles and procedures on transferring the amount

remained after deducting current and potential resolution expenditures and compulsory
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payments to other institutions from cash income generated or to be generated from any form of
goods, rights and receivables of the banks the operating license of which was revoked or the
management and control of which were transferred to the Fund, to the relevant accounts of the
Undersecreteriat of Treasury were submitted to the SDIF.

In line with the aforementioned procedures and principles, the Fund paid a total of USD 258.07
million (TRY 932.98 million) in cash to the Undersecretariat of Treasury in 2017.
Along with the respective payments, the total amount of payments made to the Undersecretariat
of Treasury amounted to USD 12.35 billion as of 12/31/2017. More information on payments
made in 2017 is presented in Table 29.

Payments to the Undersecretariat of Treasury in 2017

Date of Payment Equivalent of Payment in TRY Equivalent of Payment in USD?
78,786,000 20,520,928.29
501,729,500 138,408,064.86
1,200,000 329,200.04
83,588,100 23,448,845.63

May 2,000,000 560,114.26
m 125,000,000 35,577,059.91
3,000,000 848,512.28
1,300,000 376,724.24
130,822,400 36,558,909.01
2,300,000 608,981.15
1,800,000 454,821.10
1,450,000 379,849.63

Total 932,976,000 258,072,010.40

Table 30: Payments Made by the Fund to the Undersecretariat of Treasury

~

The calculation for USD equivalence of the amount is based on CBRT'’s selling rate of foreign exchange effective
on the date of payment.

5.5. Management of the Deposit Insurance Reserve

The Fund’s reserve is put into use in line with the “Principles on SDIF’s Financial Asset
Management” entered into force by the Resolution of the Fund’s Board. The main principles of the
financial asset management are as follows:

The Financial Risk Committee forms an opinion about setting limits, evaluating term
allocations and taking measures to safeguard the Fund’s reserve.

The reserve management relies on the Tender Management System, the Payment
Management System and the Portfolio Management System.

The Fund’s reserve has been managed in accordance with the General Communiqué for
Public Treasure Office since 5th of November, 2013 as it can be put into use in TRY and
foreign currency deposit and participation fund, repurchase agreements/reverse
repurchase, lease certificates issued by the Undersecretariat of Treasury, and government
debt and external securities.

It is possible to make transactions in foreign currency.

It is possible to purchase and sell government bonds and treasury bills in primary and
secondary markets.
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The reserve owned by the Fund as a part of its functions for insuring deposit and participation
funds makes up the “Deposit Insurance Reserve” while the collections made as a result of
resolution operations constitute the "Resolution Reserve”.

The Fund follows up and makes use of collections and expenses resulting from the tasks entrusted
by the Decree Laws in a way separate from the Deposit Insurance and Resolution Reserve.

After deducting current and potential resolution expenditures and compulsory payments to other
institutions from cash income items generated as a result of resolution operations, the Fund
submits the remaining balance to the Undersecretariat of Treasury as required by the provisions
of the Law No. 5787. The resolution reserve is generally composed of the sums retained in the
Fund’s accounts to meet potential resolution expenses, and of collection sums retained in blocked
accounts due to legal problems. The resolution reserve within this context is used as a deposit in
banks. The TRY equivalence for the Fund’s Resolution Reserve is TRY 800 million (USD 210
million) as 0f 12/31/2017. Of this sum, TRY 314 million (USD 82 million) is followed up in blocked
accounts since the resolution procedures are in progress.

The “Deposit Insurance Reserve” of the Fund is put to use in deposits, GDSs, and lease certificates
issued by the Undersecretariat of Treasury. Of the operational reserve for deposit insurance,
which stands at TRY 30,584 million (USD 8,026 million) as of 12/31/2017, (TRY 32,348 million
including subordinated loans used by Birlesik Fon Bank) TRY 29,081 million is held as GDSs and
lease certificates while TRY 1,503 million is held as a deposit in banks. The amount of reserve
soared by 24.28 % in 2017 and increased from TRY 24,610 million to TRY 30,584 million. The
percentage of the relevant reserve amount in total (Fund’s ratio) insured savings deposit and
participation funds amounting to nearly TRY 427 billion as of 12/31/2017 is 7.16%.

The fact that the deposit insurance reserve is at a sufficient level makes a major contribution to
the Fund'’s strategic goal of “Reinforcing the Corporate Capacity in Deposit Insurance”. The share
of the Fund’s deposit insurance operation reserve in total deposit and participation funds and
insured savings deposit and participation funds is presented in Chart 14.

The Course of Fund's Ratio by Years
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Chart 14: The Course of Fund's Ratio by Years
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5.6. Policies on Risk Management for Deposit Insurance

The SDIF develops risk management policies in consideration of deposit insurance strategies of
investment as a part of the corporate risk management. The Fun'’s reserve can be in any financial
institution whereas it can be exposed to credit risks, interest risks, liquidity risks and operational
risks.

The Fund takes investment decisions within the limits specified by the Fund Board and the
Financial Risk Committee with regard to the asset allocation and term structure in order to avoid
such risks.

Credit Risk:

In fact, the credit risk exposed by the Fund’s reserve results from deposits held in banks. The
deposit sum retained in banks by years and the percentage of the amount within the total deposit
insurance reserve are presented in Chart 15.

Deposit Sum and Credit Ratios by Years
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Chart 15: Deposit Sum and Credit Risk Ratios by Years

Currency Risk:

Potential changes in the Fund’s assets and liabilities as a result of a change in currency are
monitored within the framework of the financial risk management.

The rates of insured deposit and participation funds in TRY, USD and EUR as of 12/31/2017 are
72 %, 17.9 % and 10.1 % respectively. The foreign exchange rate of the Fund in deposit insurance
reserve marked 77 %, 14.8 % and 8.2 % respectively as of the same date. The share of insured
deposit and participation funds of foreign currency standing for the currency risk of the Fund’s
reserve in total insured deposit and participation funds is presented in Chart 16.

82



SAVINGS DEPOSIT INSURANCE FUND ANNUAL REPORT 2017

Foreign Currency Distribution of Insured Deposits,
Participation Funds and Deposit Insurance Reserve
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Chart 16: Foreign Currency by Insured Deposits, Participation Funds and Deposit Insurance Reserve
Interest Rate Risk:

The interest rate risk results from the estimation that a change in interest rates would affect future
cash flows or fair value of financial tools. As a part of the financial risk management, the SDIF
monitors the term structure and interest rate of deposits and securities in its portfolio. The
maturity structure and types are presented in Chart 17 and 18 for SDIF’s deposit insurance
reserve as of 12/31/2017.

Deposit Insurance Reserve by Maturity (TRY Million)
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Chart 17: Deposit Insurance Reserve by Maturity
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Chart 18: Securities by Type

Liquidity Risk:

The liquidity risk results from the inability to fulfill financial liabilities that require cash. The
management of liquidity risks is run by investment decisions in consideration of type of
investment tools, their liquidity in the market and due date.

Operational Risk:

The internal control system and data processing infrastructure are consolidated in an attempt to
eliminate operational risks that may emerge in managing Fund’s reserve. The Fund carries out
transactions via the Portfolio Management System, Payment Management System and Tender
Management System in an effort to minimize operational risks. In addition, procedures
concerning reserve management are subject to an internal audit.
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ANNEXES
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Appendix 1: Promotional materials regarding explanatory information about coverage and

amount of the deposit insurance displayed in bank branches in Turkey

YOUR DEPOSITS
ARE PROTECTED

In domestic branches;

Deposit accounts opened by natural persons,
Deposit accounts that are not subject to commercial transactions,

Deposit accounts of Turkish Lira (TL), foreign exchange currency and other
accounts linked to precious metals.

are insured up to an amount of
100.000 TL per person, in each deposit bank.

DEPGSITS THAT ARE NOT UNDER INSURANCE CD\I"ERAGE

insurance are accounts o

n-_.'appl-,'mg_ 3
defaulted bank

nts nf the denr accounts are taken into

nge deposit accounts and accounts linked to pr metals are ¥
foreign exchange bid rote announced by Centrol Bank and closing prices nfmnrrnu

Details of information above is in the regulation stated below:

“REGULATION O DEPOSITS AND PARTICIPATION FURDS SUBJECT TO INSURANCE AND PREMILIME
COLLECTED BY SAVING DEPOSITS INSURANCE FUND™,

putdished in 26339 issue of Officlal Gazette dated November 11, 2006,

www, Emsf.org, tr = bilgi@tmsf.org, tr TMSF
SaVNG
DEPTETS NSURANCE
SAVING DEPOSITS INSURANCE FUMD  Bliyilkdere Cad. Mo:143 Esentepe/ISTANBUL Fune

Figure 15: Notification for Informing Depositors-1
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YOUR PARTICIPATION
FUNDS ARE PROTECTED

In domestic branches;
Participation funds opened by natural persons,
Participation funds that are not subject to commercial transactions,

Participation funds of Turkish Lira (TL), foreign exchange currency and
other accounts linked to precious metals

are insured up to an amount of
100.000 TL per person, in each participation bank.

PARTICIPATION FUNDS THAT ARE NOT UNDER INSURANCE
COVERAGE

Participation funds that are not subject to insurance are accounts opened in the foreign branches
of participation banks, funds opened in participation bar vhich were established i

from residents on behalf of other financial institutions established outside Turkey.

PAYMENT OF INSURANCE PREMIUMS

In case the participation bank's license is revoked, payments subject to insurance coverage are
payable in Twrkish Lira ".I'Li_ In order to detepmine the insured amount to be paid, “participation
fund accounts™ are taken inte consideration by their unit valuees and “special current accounts ™
by the t of fol hange participation fund accounts
and accounts linked to precious metals are calculated by applying the foreign exchange bid rate
announced by Central Bank and closing prices of istanbul Gold Stock Exchange announced on
the day the bank's license is revaked.

Details of information abose 15 in the regulation stated below:
"REGULATION O DEMOSITS AMD PARTICIPATION FUNDSE SUBJECT TO INSURAMCE AND PRESIUSS
COLLECTED BY SAVING DEPOSITS INSURANCE FUND™,

published in 2633% issue of Official Gazette dated Movember 11, 2006,
www. Emsf.org. tr - bilgi@tmsf.org.ir ‘ TMSF
SEMNG
DEPOSITS INSURANCE
FUND

SANING DEPOSITS INSURANCE FUND  Biyikders Cad. Mo:143 Esenbepe ETANBUL

Figure 16: Notification for Informing Depositors-2
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Appendix 2: The changes about coverage and sum of the insured deposit and participation
fund since 1983 when the SDIF was established.

. The
s patlon! Legislation
22.07.1983
DL No. 70
09.10.1986 ©

09.10.1986
06.03.1992

06.03.1992
11.04.1994

11.04.1994
05.05.1994
05.05.1994
01.06.2000

01.06.2000
06.12.2000

15.01.2001
03.07.2003

03.07.2003
05.07.2004

05.07.2004

01.12.2005
15.02.2013

15.02.2013

Up to TRY 3 million

Up to TRY 6 million (Of this
sum, 100 % of TRY 3 million

Deposits opened by real persons under this
name,
and not subject to commercial transactions

DL No. 11084 and 60 % of the remaining except for drawing checks.
balance are insured.)
Up to TRY 50 million (Of this
DL No. 2707 sum, 100 % of TRY 25 million Savines d ) ) ) )
and 60 % of the remaining gs deposit accounts in Turkish Lira that
balance are insured.) pertain to a real person in a bank (including
registered deposit certificates) and foreign
CD No. 5455 Up to TRY 150 million exchange deposit accounts with effect as a
savings account.
CD No. 5565 Full Warranty
Savings deposit accounts in Turkish Lira
opened by real persons in domestic branches
CD No. 682 TYR 100 billion of banks authorized to operate in Turkey and
accept deposits, and gold deposit
accounts with effect as a savings deposit.
All of the liabilities assumed by banks out of
The the deposit banks established in Turkey and
Resolution of  All liabilities pertaining to shares of which were transferred to the Fund,
the BRSA No.  deposit banks and by the foreign branches of such banks the
151 accounts of which are consolidated in the
balance sheet.
The
. Savings deposit accounts in Turkish Lira
Resolution of Full Warranty opened by real persons in domestic branches
the BRSA No.
1083 of banks authorized to operate in Turkey and
accept deposits, and gold deposit accounts
The ' with effect as a savings deposit, and foreign
Resolution of TRY 50 billion exchange deposit accounts and interest
the BRSA No. .
rediscounts.
1083
Funds raised in participation accounts and
Fund's Board private current accounts opened in Turkish
resolution TRY 50 thousand Lira or foreign currency on behalf of real
No. 496 persons in participation banks (except
foreign branches).
Savings deposit accounts in Turkish Lira
opened by real persons in domestic branches
of banks / participation banks authorized to
operate in Turkey and accept
Fund's Board deposits/participation funds, and gold
resolution TRY 100 thousand deposit and foreign exchange deposit
No. 43 accounts with effect as a savings deposit, as

well as interest rediscounts and funds
collected in private current accounts and
participation accounts, and related
dividend rediscounts.

Table 31: Changes in Scope and Sum of Deposit and Participation Funds to be insured
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