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No. 5411, also contains a comparison and assessment of the Fund’s performance targets, and of the outcomes of its practices. The
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MESSAGE FROM
THE CHAIRMAN

The economic, political and
sociological developments
experienced in our country during
the last twenty years are evidence to
the fact that the SDIF constitutes an
important element of our country’s
financial safety net. The economic
crises suffered during the 90s
and the early 2000s transformed
SDIF into a Resolution authority,
in addition to its role as a deposit
insurer. SDIF, which undertook
the task of resolving 25 banks
simultaneously, also put weight
on recovery operations in order
to reduce the cost of this crisis
experienced in the banking sector to
the country’s economy.

Having spent its first 12 vyears
as an independent Organization
experiencing cases that remain
unmatched in the world in the fields
of deposit insurance, bank resolution
and recovery operations, the SDIF
expanded its mission following the
treacherous coup d'etat  attempt
that took place in our country in
2016, after which the SDIF was also
assigned the task of carrying out
receivership duties over companies
that were found to be connected
with terrorist organisations.

With an eye to its renewed
mission, the SDIF adopted the
vision of “Becoming a World
Brand in Deposit Insurance and
Resolution™ in 2018, setting its
sights on catching up with world
standards in matters that are within
its field of operations. In the field
of deposit insurance, which is the
reason for SDIF's founding and



primary duty, SDIF attained a strong position
with the approximately TRY 41 billion (USD 7
billion) deposit insurance reserves it holds,
as well as by its ratio of 8.07% of deposit
insurance reserves to insured deposits.
The SDIF also always keeps track of the
developments in the fields of deposit insurance
and bank resolution in the world, maintains
its cooperation, coordination and sharing
of knowledge/experience in international
platforms such as IADI - EFDI, and continues its
efforts of harmonisation with new international
standards.

The corporation is now closer to completing its
bank resolution and recovery works, which have
been occupying an important place on the SDIF's
agenda since the late 90s. Along with Bank Asya,
whose operating licence was revoked in 2016,
26 banks in total were transferred to the SDIF
to date, and the SDIF made its best efforts to
ensure that these banks were resolved with the
least cost to the public. The efforts directed at
recovering the cost of these banks to the public
resulted in USD 23 billion in collections, and
a debt repayment of around USD 12.4 billion
was made to the Undersecretariat of Treasury
from these collections along with an advance
repayment of USD 1.4 billion to the CBRT.
Moreover, payments were made to other public
corporations/institutions, particularly to the
Ministry of Finance, of USD 5.6 billion, and of
USD 1.9 billion to other corporations/institutions.
The SDIF expects to achieve a further collection of
half a billion Dollars from the files it holds.

Another item that has been on the SDIF's agenda
since late 2016 has been the healthy management
and resolution of the companies for which it has
been acting as receiver. Aware of the effect the
outcomes of this task will have on the national
economy, the SDIF is working meticulously to
sustain the commercial lives of these companies,
as well as their contribution to the economy.

In cases where it is found out that they are not
“sustainable” in their current condition due to
their financial status, shareholding structure, the
market conditions or other problems, any adverse
impacts on the country’'s economy are avoided
through their sale or liquidation. Preventing
employees of such companies from being affected,
and avoiding any negative impacts on their
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employment are also among the SDIF's priority
targets.

As of March 2019, the SDIF is commissioned as
receiver for a total of 924 companies/businesses in
39 provinces of Turkey. Moreover, the SDIF has been
appointed as receiver for less than 50% of the shares
of 127 companies, as well as for the estates of 120 real
persons. The total asset size of these companies is
approximately TRY 57.8 billion, their total turnover is
TRY 31.7 billion, and their total equities are worth of
TRY 21.3 billion. 44,317 people are employed by these
companies. A 29% growth was achieved in the assets
of these companies since the SDIF was put in charge.

The SDIF has made extraordinary efforts with all
its personnel in order to properly perform each task
assigned to it, has kept up with change, and has
followed developments closely. It will continue to
perform all tasks assigned to it, exercising the same
degree of awareness and diligence.

Muhiddin GULAL

Chairman
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1.1. Historical Background of the SDIF

The SDIF was founded on July 22, 1983 within the body of the Central Bank of the Republic of Turkey to insure
savings deposits. The SDIF’s powers were extended following the economic crisis of 1994, the task of strengthening
the financial structures of banks and, when necessary, restructuring them being assigned to the SDIF in addition to
the task of insuring savings deposits,

The fact that the finance sector crossed the national boundaries, becoming more complicated and fast-moving in
the late 90s, gave rise to the need that corporations responsible for regulating and supervising this sector increase
their specialisation to become more functional and independent. The tendency in the world to delegate the task of
supervision, which was previously performed by Central Banks and Ministries, to an independent corporation also
affected Turkey, which culminated in the founding of the BRSA in 1999, and the representation and administration
of the SDIF was assigned to the BRSA.

The founding of the BRSA, and its commencement of its operations, coincided with the second most severe financial
crisis suffered by Turkey. The number of the failed banks, which was 4 during the first wave in 1994, rose to 25
with a second wave in the early 2000s. On December 26, 2003, a resolution was made to the effect that the SDIF's
decision-making body would be the Fund Board, and the SDIF was granted an autonomous status.

1983 1994 1999 2003 2005 2016
Establishment of The authority 1o The sdministration SIAF bas archived The authority o The trusteeship
SDIF under the strengthen the and rep tlon an make regulation has tasks and power has
administration and financal stracture of SDHF were given status by the Law heen given te SDIF Dewns given (o the
representation of and restructure 10 BRSA by the law No: 5020 by the Law SDIF by the Decree
CBRT in order to the banks has been Need 389 No: 5311 Laow No: 674/ the
insure the saving given to SDIF Laow No: 6758
deposit

Flgure I: View into the History of the SDIF

Banking Law No. 5411 that took effect in November 2005 heralded important changes for the Turkish deposit
insurance system and the SDIF. This Law extended the SDIF's powers, and the authority to identify the scope and
amount of the deposit subject to insurance, which was determined by BRSA until then, was delegated to the SDIF.
The powers to identify the tariff for the risk-based insurance premium, and the time and mode of collection, were
also granted to the SDIF, Another change brought about by Banking Law No, 5411 was that participation funds
belonging to real persons, opened with participation banks, were also brought under the SDIF’s guarantee.

Decree Law No. 675 (subsequently enacted as Law No. 6758 of 10.11.2016), which was issued within the scope of
the State of Emergency announced following the attempted coup of July 15, 2016, provided that the SDIF should be
assigned the duties and powers of trusteeship in companies to which a receiver was/was to be appointed pursuant
to Article 133 of the Code of Criminal Procedure for belonging to, being attached to, or being connected with terrorist
organisations, and the same Decree Law brought provisions regarding the sale and liquidation of such companies
and assets.

1.2. Functions and Responsibilities of the SDIF

The SDIF carries out its duties within the framework of the powers granted to it under the Banking Law No. 5411,
Law No. 6758, and other applicable legislation.

The SDIF's functions can be grouped under the headings deposit insurance, bank resolution, recovery, and
trusteeship operations, and may be summarised as follows:

16
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= Insuring deposits and participation funds for the purpose of
protecting the rights and interests of the depositors, Deposit Bank
Insurance Resolution
» Managing the fund-affiliated banks, strengthening their
financial structures, and restructuring, transferring,
merging, selling and liquidating such banks,

= Carrying out and finalising the follow-up and collection of
the SDIF's receivables,

Recovery I'rusteeship

® Managing the SDIF's assets and resources,

s Carrying o duties charged withi » SCOpe 0 stee
(d.rrj.m; ut l.he _|lll‘lt’._ charged within the scope of trustee Figure 2: SDIF's Functions
ship and the State of Emergency.

In the context of Deposit Insurance Operations, the SDIF carries out work on identifying policies relating to deposit

insurance and making the necessary arrangements, measuring and managing risks, monitoring sector and bank

risk, and collecting the revenues set forth in Article 130 of the Banking Law.

In the context of Bank Resolution Operations, however, resolution operations are performed on banks, which were
transferred to the SDIF, and the operating permit of which were revoked. Also, establishing an early warning system,
and developing fast and highly cost-effective resolution methods can be counted among Bank Resolution Operations.

Transactions carried out to ensure the maximum recovery of the resources provided to the banks transferred to SDIF
and the ones with a revoked Operating License are also considered as Recovery Operations.

In the aftermath of the State of Emergency following the attempted coup of July 15, 2016, the duties and powers of
trusteeship for companies, to which receivers were/will be appointed due to their belonging to, being attached to or
connection with terrorist organisations, were included in SDIF's duties in addition to its existing duties.

The SDIF is a public legal entity that has administrative and financial autonomy. SDIF performs its duties
independently. The SDIF's decisions are not subject to a supervision of expediency. No organ, office, authority
or person is authorised to issue orders and instructions to influence the Fund Board's resolutions. The SDIF is
authorised to request any information and documents from public corporations and institutions, and real persons,
limited, however, by its duties assigned under the Banking Law.

1.3. Organisational Structure of the SDIF

The Fund Board is the SDIF's decision-making body, and consists of seven members, one of which is the chairman and
another the second chairman. The Chairman of the Fund Board is also the president of the SDIF, and is responsible
for the general management and representation of the SDIF, as well as for the execution of the resolutions made by
the Fund Board.

The operating procedures and principles of the Fund Board have been identified under the “*Bylaw on the Operating
Procedures and Principles of the Board of the Savings Deposit Insurance Fund” published in Official Gazette Issue
26036 of December 27, 2005.

The Fund Board made a total of 708

resolutions in 2018, As can be seen in Chart

1, which demonstrates the distribution of Distribution of 2018 Fund Board Resolutions by Subject
these resolutions by subject, approximately 4
60% of the Fund Board Resolutions made L

in 2018 were related to Trusteeship
Operations. W Trusteeship Operations

- M Resolution Operations
The SDIF's headquarters are in Istanbul, while 243

it has a representation office in Ankara. Its
organisational structure was identified in the
“Bylaw on the Organisation of the Savings
Deposit Insurance Fund,” published in Official
Gazette Issue 26119 of March 25, 2006, as
comprising 2 Vice-Presidents, 10 Department
Heads, and 4 Directorates. There are also 15
Advisors to the President positions. Chart 1: Distribution of Fund Board Resolutions

Deposit Insurance Operations
B Operations Relating to External Relations

W Operations Relating to Internal Relations

The organisational chart of the SDIF as of March
2019 has been demonstrated in Figure 3,
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Fund’s Boards

Advisors to the Presidont

|

Vige - President Vice - President
Finance Department 15t Collection
Audir Depariment — Department
) ‘ Directorate of Human
Asset Management 2nd Collection il — Resources Administrative
Department . Department ‘ and Fiscal Operations
[ u&ﬁlm | Directitorate of Medis and
_ Insurance and Risk [ Dopartment , Publie Relations
v Monitoring Deparment
o - ' Subsidlaries and Real | Directitoraty of
Strategy Devolopment 7 Estate Department [ Information Technologies
Department .
‘inpport Services Directitorate of the Office
3 Bankickand 4—  Services uf the Fundl's
dparimy Boards

Figure 3: Organizational Chart of the SDIF

1.4. Corporate Governance

While the organisational structure, operating p ] ITIManc
processes and management strategies have been ;
defined under applicable legislation in which its
duties and responsibilities have been identified, the
historical development, experiences and corporate
culture of the SDIF also hold an important place in
shaping its corporate management,

Corporate

Management

The activities carried out by the SDIF in respect of its
° y pect o Systems

corporate management practices have been gathered
under the headings indicated in the following “SDIF
Corporate Management Systems Cycle."

From the day it was founded, the SDIF has set an
example to many domestic and foreign organisations
by its corporate management systems practices, and
has succeeded in attracting attention especially with
its bank resolution, recovery, financial management
and corporate development practices. Figure 4: SDIF Corporate Management Systems Cyele

1.5. Human Resources Management
The SDIF’s operations are conducted by a total staff of 343. Also, 107 personnel employed at Birlesik Fon Bankasi

and the companies that are under SDIF's management and supervision are temporarily employed in SDIF units. The
distribution of SDIF personnel by title as of December 31, 2018 has been given in detail in Table 1.

Status Title Number of Personnel
2
Vice-President
Head @ifTieppatireent 7
Contracted Brsaand
Adviser 13

18
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Direcior 4
Groulp Ciooditinaso
Fund Attorney 74
Fund Audliter 15
Fund Spegiglist 116
Fund Assistnt-Audiior 2
Fund Assisant-Spegialist 13
Furd Ofief 22
Physigian 1
Administrative Chief 1
Persarnrd Under Administrative

Gl Administrative Staff 4

Supnettieisernd] 13
343

itle

Chart 2.

A total of 5 training programmes were held in 2018
within the framework of the annual training programme
prepared under Article 48 of the SDIF Bylaw on Human
Resources, 3 of which were provided to Directorate of
Human Resources, Administrative and Fiscal Operations
staff, while 2 were given to personnel of the Directorate
of Information Technologies.

Under the “Procedures and Principles of the Savings
Deposit Insurance Fund Governing the Sending of
Staff Abroad for Training and Research Purposes,” the
SDIF sends personnel abroad in order to improve their
professional knowledge as well as for educational and
research purposes relating to their field of activities, In

dergraduate degrees and higher. The distribution of personnel numbers by

Distribution of SDIF Employees by Educational Status
267

. Doctorate

Master's
.Undergrmluaw

.Collcgc

W High School

B oer

Chart 2: Distribution of SDIF Employees by Educational Status

2018 one personnel was sent abroad for graduate studies in accordance with the procedures and principles in

question.

Under the “Procedures and Principles Governing the Selection of Those of the Staff to be Sent for Foreign Language
Education within the Country,” SDIF also provides domestic foreign language education to those of the personnel
wishing to improve their foreign language skills. In 2018, foreign language education was made available to a total
of 14 personnel within the scope of said procedures and principles,

Also 18 personnel of the Fund were sent to a total of 14 events including conferences, workshops and seminars held

abroad.

19
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1.6. Corporate Communications
Management

) publicationg
The SDIF has created a regular communications aanual Repoy

network with the public through various CATI
communication channels in order to communicate, to
the public, developments relating to its operations in
an effective, accurate and comprehensible manner, to
raise awareness in the public on the deposit insurance
system, and to further improve the SDIF's reliability
and image in the eyes of the public.

s

Means of Public

Communication

In 2018 the SDIF succeeded in establishing effective
communication with the public via television,
newspapers and the internet, which are the most
effective mass communication tools. A total of 4,490
items were published on the SDIF in printed and
visual media in 2018, 2,783 of which were published
in newspapers, and 1,707 on television.

The number of news articles on the SDIF that appeared
on the internet, on the other hand, was 27,644 in
2018, The SDIF is also represented on social media
websites (Facebook, Twitter, etc.).

Figure 5: SDIF's Public Communication Channelslary

Distribution of News on the SDIF Appearing on the Media Distribution of Press Coverage by Effect

kL

9%

86%

Newspaper 8Ty M internet B Positive Negative

Chart 3: Distribution of Media Coverage on the SDIF Chart 4: Distribution of Press Coverage on the SDIF

20
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Especially, every year the SDIF commissions impact analyses on the contents of news published in newspapers.
Examining the contents of the news articles that were published in newspapers in 2018, 2,702 of these 2,783 articles,
which corresponds to 97%, were found to be supportive of the positive perception of the SDIF in the eyes of the public,

Another communication channel used effectively by the SDIF in its communication with the public is the SDIF
official website, Information is shared with the public on the deposit insurance system via the website, and the public
is continuously informed through announcements and notices concerning asset sales, as well as those addressing
debtors and creditors.

Introductory materials containing explanatory information on the scope and amount of the deposit insurance for the
purpose of increasing the effect of the deposit insurance system (Annex: 1) are displayed at all bank branches in Turkey.

The SDIF prepares quarterly and annual activity reports within the scope of the activities it conducts in order to
render its communication with the public effective.

On the other hand, it also responds to information requests sent within the scope of Law No. 4982 on the Right
to Obtain Information, as well as to official questions addressed by the Prime Ministry Communication Centre
(BIMER), the Presidency Communication Centre [CiMl?R), and the Turkish Grand National Assembly. In 2018, 9,003
information requests were made under Law No. 4982, as well as 660 BIMER applications, 735 CIMER applications
and 19 official questions. The numbers of information request applications addressed to the SDIF by year have been
indicated in Chart 5.

Information Requests
(Numbers)

16,000

14,000

12,000

10,199

10,000

9,003

8,000
6,000

4,000

1,716 1,900 2,273

N - -
0

2012 2013 2014 2015 2016 2017 2018

Chart 5: Information Requests

1.7. Internal Audit

Pursuant to Article 124 of the Banking Law, the internal audit of the SDIF is carried out within the framework of
the procedures and principles to be identified by the SDIF, while its external audit is performed by an examination
of its annual expense accounts and costs by the Court of Accounts. During 2018, the Head of the Audit Department,
charged with providing the audit services required by the SDIF’s operations, carried out:

* Examination and investigation operations on the Fund's companies,
» Examination and investigation operations on the Fund,

* Examinations on prosecutor's office investigation permits,

* Internal audit operations.

21
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Examinations and investigations were carried out on companies received into the Fund’s portfolio, or companies the
shareholdings rights, except for the right to dividends, and the management and audit of which were transferred to
the Fund from among the groups owing monies to the Fund, pursuant to Articles 15/7-a and 15/7-b of Law No. 4389
on Banks, and Article 134 of Banking Law No. 5411 within the scope of the examination and investigation operations
on the Fund’s companies.

Examinations and investigations arising from the SDIF’s resolution operations and those performed on the
administration and staff were conducted in the context of the examination and investigation efforts carried out
within the fund. A greater part of the examinations and investigations relating to resolution operations consist of
those performed on banks, the management and audit of which were transferred to the Fund, and those arising from
share transfer agreements,

Within the scope of examinations relating to prosecutor permits, examinations were carried out to form the basis of
notices relating to investigation permissions requested by judicial authorities from the Fund pursuant to Article 127
of the Banking Law in connection with investigations to be conducted on the Fund’s personnel, or other personnel
employed in the corporations that are under the Fund's management and inspection, for crimes with which they are
charged in connection with their duties.

In the context of internal audit, however, work carried out within the scope of the Internal Audit Programme was
continued.

1.8. Corporate Risk Management

Within the scope of Corporate Risk Management, the SDIF applied a Strategic Risk Management Model operating
as integrated with the Corporate Performance Management Model, and monitoring SDIF’s risks at strategic level.
However, a review and design of Corporate Risk Management and Process Management was planned within the
scope of the 2018-2022 SDIF Institutional Development Plan (IDP) that commenced in the new planning period
within the framework of the job description that was extended in 2018, and the renewed Corporate Performance
Management Model.

A new Corporate Risk Management Model shall be established in the new planning period, and the SDIF's corporate
risks shall be monitored, managed, and reported through this new model.

1.9. Financial Management

The Fund's primary resources of income were identified within the framework of Articles 130 and 131 of the
Banking Law, and the “Bylaw on the Resources and Resource Usage of the Savings Deposit Insurance Fund.” Also,
the Fund may borrow from the market upon permission by the Undersecretariat of Treasury. When the need arises,
Special Type Government Domestic Securities may be issued by the Undersecretariat of Treasury, made available to
the Fund as a loan, After obtaining an opinion from the BRSA, upon a Fund Board Resolution an advance payment
up to the total amount of the insurance premium paid in the previous vear may be received from banks, to be set off
against their future premium obligations. In extraordinary cases where Fund resources fail to meet the need, it is
also possible that an advance payment is made available to the Fund by the CBRT upon the Fund's request.

The Fund is empowered to use the resources assigned to it freely as required by its duties and powers. The procedures
and principles governing the use of the Fund’s assets are regulated by the above-mentioned Bylaw. The Fund’'s
expenses are met from the Fund’s resources.
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Figure 6: Resources of the Fund, and the Use of Funds

Disciplining the expenditure to be made while performing the duties and powers assigned to the SDIF by the
Banking Law, ensuring the efficient use of resources, and being able to make consistent decisions for the following
years make it necessary for the Fund’s income and expenses to be monitored under budget discipline. In preparing
the “2018 Expense Budget of the Savings Deposit Insurance Fund,” care has been taken to create a structure allowing
the avoidance of any disruption in the performance of duties, while observing the savings principles. The expenses
foreseen in the 2018 Expense Budget were met from the Fund's revenues related to its deposit insurance operations.

The 2018 Expense Budget prepared in line with the main strategy, objectives and targets of the Fund within the
framework of the powers assigned to the Fund Board by the Bylaw on the Organisation of the SDIF was put in place,

A total allowance of TRY 90 million was foreseen in the 2018 Expense Budget, and, with expenditures of TRY 89
million, a saving of 1.4% was achieved. TRY 49.87 million of the expenditure consisted of personnel costs, while TRY

25.81 million was spent for goods and services purchases.

The distribution of these allowances and expenditures among the main items has been demonstrated in Table 2.

Distribution of 2018 Expense Budget Allowances and Expenditures

Total Allowance fe 12.31.2018 Realization
Allowance Type 2018 (TRY) Realization (TRY) Ratio (%)
o wig o
State Premurm Expenses to Social Security Institutions 5,/0520000 5,044 63558 99.9%
Geeds and Services Purchase Costs 27021000 25,811, 7753 95.5%
w0 o
Capital Costs 3,157,000 3,131.135 99.8%0
Total 90,000,000 88,757,910 98.6%

Table 2: Distribution of Expense Budget Allowances and Expenditures

1.10. Corporate Information Management

The SDIF has identified two strategic objectives aimed at improving the corporate information management practices
during the 2018-2022 planning term. The first of these objectives is "Strengthening the Corporate Structure and
Management Systems,"” identified directly for the purpose of improving SDIF’s information management practices,
while the second is “Strengthening the Technological Infrastructure Supporting Company Management Practices,”
identified for the management of the information produced in connection with the companies that are admitted with
the assignment of the task of trusteeship.
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Within the scope of the strategic objective of Strengthening Corporate Structure and Management Systems;

* The “Information Technologies Application Portal” which allows access, over the same environment and by a
single password, to the applications used in the corporation, was completed and launched for the entire corporation,

* New hardware and security products were purchased for the Corporation’s Information Systems infrastructure,
the network and information systems security was strengthened, and new software update and add-ons were
integrated with our systems,

+ The development work conducted within the scope of the E-Seizure System TAKBIS Integration Project was completed,
¢ The Qualified Shareholding and Prescription Querying System was transferred to the Government Gateway.

* Work regarding the shift to the ISO 27001 Information Security Management Process was completed,

* Work relating to cyber security was continued, and

¢ The SDIF official website was renewed.

Within the scope of the strategic objective of Strengthening the Technological Infrastructure Supporting
Company Management Applications, however, a system has been set up for the quick processing, secure storage
and consolidation of financial and administrative data collected by the SDIF on the companies to which it was assigned
as Trustee, and the accurate and quick creation of required report types through the *Company Management System
Project.”

1.11. Strategic Planning and Corporate Performance Management

Al the SDIF, strategic planning and corporate performance management operations have been carried out by the
Strategy Development Department since 2005, under a certain discipline and systematic.

While the SDIF's main strategy, performance criteria, goals and objectives are identified by the Fund Board, the
Strategy Development Department prepares the SDIF’s Strategic Plan to include the identified strategies, performance
criteria, and goals and objectives, and develops and implements the necessary infrastructure and modelling tools
necessary for carrying out and following up these goals and objectives, as well as assessing and reporting their
results.

The SDIF holds Corporate Performance Assessment Meetings, attended by the entire Management of the SDIF, at
the end of each year in order to evaluate corporate performance and to plan the following year. These meetings were
given a corporate identity as from 2007, being named Strategy Summits, The term that has ended is evaluated in
general terms, and the SDIF's new vision and strategic objectives are identified for the following term at the Strategy
Summits, which coincide with the end of the planning terms, Having transformed into an important platform for the
SDIF, the Strategy Summits constitute an important strategic planning and corporate performance monitoring tool
used by the SDIF.

Two other important tools used by the SDIF for strategic planning and corporate performance management are
the SDIF Strategy Maps, and the Institutional Development Plan (IDP). The SDIF Strategy Map is a summary of the
SDIF Strategic Plan that indicates the vision, mission, principles, and strategic goals and objectives for the term
in question. Strategic objectives are included under the strategic goals that are positioned as perspectives in the
Strategy Map. While the strategic goals represent the SDIF's development areas, the strategic objectives refer to the
strategies identified for development in these fields.

The SDIF Institutional Development Plan, developed by the Strategy Development Department, is a corporate
performance management and monitoring model that has been used by SDIF since 2005, and that is renewed during
each planning term according to the Fund’'s needs. Projects and activities identified according to each strategic
objectives are planned and monitored in the IDP, where their results are also reported.

At the SDIF, the strategic planning terms were identified as three-yvearly in 2005, and SDIF's goals and objectives
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were set and pursued as three-year periods until 2018, In 2018 a decision was made to change the duration of the
SDIF's strategic planning terms to five years considering that the SDIF's scope of duties was extended to include
receivership operations, and that the planning term should be made to coincide with the SDIF President’s tenure to
ensure consistency and continuity in strategic planning activities,

In this context, the then current 2017-2019 SDIF Institutional Development Plan was abolished, and the 2018-2022
SDIF Institutional Development Plan was prepared instead in accordance with the new term and our new scope of duties.

1.11.1. 2018-2022 Strategic Planning Term

The 9th Strategy Summit, where the SDIF’s vision, mission, principles and strategic objectives for the 2018-2022
term were identified, was held on May 12-13, 2018, and the following SDIF 2018-2022 Strategy Map was identified
at the Summit, after which it was brought into effect through a resolution of the Fund Board.

OUR VISION

“Becoming a World Brand in Deposit Insurance and Resolution!”

OUR PRINCIPLES
Transparency and  Employes-Oriented Solution-Orfented o
Reliability ACCountabiity dhershig Toamwork Soptonch Efficiency

G.1. DO.pOSIt Insurance 0.1, Strengthening Corporate Capacity

in Deposit Insuranc

(.2, Bank Resolution 0.3. Devolopin olution Systems 0.4. Manag
and R ry :\;I_':r|;|.,::'1'-j,' 1 International Eftectively
(.3, Company 0.6. Strengthening Tochnolo
Management& ).5. Managing and Resolving Infs netire Suppot
Resolution COSIPALLE BOwc 20 Management Practices
().7. Strengthening 0.7. Strengthening (0.9. Ruising Pub
G.4. Corporate Corporate Structures and National & Inters
Development Management Systems Coorperatior

010 Creating o Wi nvironment tha ' th . M

OUR MISSION

"Insuring depasits and participation funds and managing and resolving transferrved banks,
companies and assets (n the most ¢fficent manner (o the ead of contributing to the stability of the
financinl system.”

Figure 7: SDIF 2018-2022 Strategy Map

After the Strategy Map was brought into effect, the SDIF 2018-2022 Institutional Development Plan was prepared,
and brought into effect following approval by the President,

While targeting strengthening its corporate capacity, developing its practices, and catching up with international
standards for the 2018-2022 Planning Term in the fields of deposit insurance, bank resolution and recovery, as
in each planning term, the SDIF targeted the effective management and resolution of companies in the context of
trusteeship, its new field of operations, and planned strengthening the technological infrastructure to support these
practices,

For the 2018-2022 term, the SDIF focused on two subjects in the field of Institutional development. The first of these
was to improve both internal and external communication practices, and the second to offer its employees a work
environment that appreciates development.
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1.11.2. Assessment of SDIF’s Financial Performance of 2018

The SDIF’s financial performance is examined under two main fields, namely deposit insurance and resolution
operations, and the financial objectives foreseen for 2018 and the realisation figures, as well as the objectives
foreseen for 2019 have been given in Tables 3 and 4.

Deposit Insurance Operations
2018 Financial Objectives and Realization (million USD)*

2018 Cumulative
Realization
As of

Performance Realization

Objectie Realization Ratie (%) 12.31.2018
Rusgve (BarrobfTemm)) 77488 AR5
Deposit Insurance Opetions Revaues® ool T
Financial Reenue (nterestetc.) 5685 B8
Deposit Insurance Opations Costs -266 -341
Budget Experses -21 -18
Subordinated LarsMade Availablé - -
Depost and Participation Fend Payments Subje
to Insuraree® - -
Othe Experses -5 -12
-
o
Reseve (End of Term)”’ 8,595 7,045

Table 3: Financial Objectives of Deposit Insurance Operations and Their Realisation
1. The amounts provided in the table were calculated based on the transactions the Fund carried out in cash, Government Debt Securities (GDS) and

lease certificates since its founding, and historical exchange rates.

N

. The cash projection amounts prepared in January every year were faken as basis for performance objective within the scope of the SDIF Strategic

Planning operations.

o

. Depasit insurance operations revenues consist of items such as insurance premiums, prescription income, administrative fines, Collections from

Depasit and Participation Fund Payments Subject to Insurance, efc.
! i i

4. The amount of the Subordinated Loan made available to Birlegik Fon Bankast A.S. on 09.24.2014.
5. Within the scope of the operations regarding the payment of the insured participation funds with the Asya Katiim Bankast A.§. to the beneficiaries,

TRY 974, 402,305.79 (equivalent to USI) 282, 537,997.14) was transferred to Vakif Kattlim Bankast A.S. on 12.02.2016.

™

. Denotes the exchange rate differences arising from the representation of the amounts in the table in USD.

7. The part of the deposit insurance reserve that was imvested in Lease Certificates and GDSs was USD 6,490 million, and the interest and valuation
difference relating to the Lease Certificates, GDS and deposits was USD 364 million. When this sum is added, theyearend reserve accounts for USD
6,854 million (TRY 38,978 million). Also, the deposit interest rediscount is USD 8 million. The deposit rediscount included, the reserve for the end of
the term rises to USD 6,862 miliion (TRY 36,103 million). (Subordinated loans not included). (Deposit interest rediscount included).

As a result of the deposit insurance activities carried out during 2018, the SDIF targeted raising its deposit insurance
reserve amount of USD 7,498 million (TRY 28,570 million) as at year's end 2017 to USD 8,595 million by the end of
2018. The SDIF's deposit insurance reserve took place as USD 7,045 million (TRY 37,561 million) as of 12.31.2018.

The total deposit insurance operations revenue was USD 744 million in 2018, and of this amount USD 587 million
consisted of insurance premium collections, USD 22 million of prescription revenues, USD 6 million of share transfer
fees, system entry fees and administrative fines, and USD 129 million of the amounts collected from the advance
payments allowed to the banks with a revoked operating licence. Investments in the deposit insurance reserve
brought a financial income of USD 533 million.
Resolution OpsReEons 30 IGprations Objectives and
2018 F ncil Obplizatien (ndilRediUGD) (milli  USD)

2018 Curulativ
@ 2Q099
o I PRridomantce
Performanc - [Ptile| Realization "
..~ Realeatio ; As of € Obj xcti
e Objective n Ratb 50 Objective?
l (%) 12.31.2018
Rusgve (St rt f 2006884 200084 - 173
(Start of 173
Term)
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Resolution

Revenue
(Grossy

1583322

353

26%:2)
93

Callections
from Non
perferming
Loans

133.40

24.29

18%
86

Callections
from Assets
Qllecdianss |
from the
Fund Banks

2.87

9.49

292%

50%

Qojleationss
taken in
Consignmen
t4

2.22

Qs C)llec
Callections

0.66

Financial
Revenues
(interest
etc.)

11663

Treaswry
Debts

CBRT
Advance
Use

Transferred
frem
Deposit
Insurance
Revenues

Funds
Transferred
to Banks

Resolution
Expenses
Collection
Refunds

- 8§ 7447

- 35.40

- 18822

-1.89

229

5%

Payments
Made to k&
Collected
frem Those
Concened
Offshere
Payments

-51.27

-9.41

-4.75

9%

Payments
Madeeut of
Collection
taken in
Consignmen
t4

-2.28

Other
Payments

Advance
Repayments
to the
CBRT

-0.59

- 33500

74%

BV -12,388

Payments
Made to
Public
Cerporatien
S

- 22000

-1.38B1

66%

Payrents
Made to
Other
Real/Legal
Persons

-0.022

93

12

-527

-11

-122

-11
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Evaluation - 55000 -3325b1 65086

and

Valuation

Difference®

Resrve 217.68 173.15 80%

(End of 157

Term)®
Table 4: Financial Objectives of Resolution Operations and Thelr Realisation

1. The figures provided in the table were calculated based on the SDIF's cash and GDDS transactions, and the rates of exchange applying to the
transaction dates.

2. The cash projection amounts prepared quartedy by the SDIF pursuant to the “Procedures and Principles Applying to the Transfer of SDIF's Cash
Surpius to the Accounts of the Undersecretariat of Treasury ™ identified by the Undersecretariat of Treasury under Law No. 5787 were taken as the
performance target.

3 Gross collection figures were taken into consideration in resolution revenues. Transactions such as returns, payments, efc. made from the collections
were not discounted.

4 Consists of guarantes amounts and amounts deposited in the Fund's escrow accounts in connection with the commercial transactions of BMC
Sanayi ve Ticaret A.3., and payments/returns made from these accounts

5 Denoftes the exchange rate differences arising from the representation of the amounts in the table in USD.

6 The 73 million USD) part of this amount consists of blocked accounts where collections, the creation of whose ovder tables continue, and collections,
the legal procedures of which continue, are monitoved. The balance may be ransferred o the Treasury if the amount of reserves other than the
precautionary reserve of 100 million USD Kept by the Fund to allow the performance of resolution operations reaches 20 million USD pursuant to
the “Procedures and Principles Apgplving o the Transfer of SDIF's Cash Surglus o the Accounts of the Undersecretariat of Treasury.”

As a result of the resolution operations conducted in 2018, the SDIF obtains a resolution income of USD 39.5 million,
and a financial income of USD 11.6 million from the investment of the reserve relating to resolution operations.
During the same term, a payment of USD 35.1 million was made to the Undersecretariat of Treasury, and of USD 1.3
million to other public corporations and institutions,
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2.1. Deposit Insurance Operations

A significant part of the past decade has been spent with efforts to place lessons learned from the global crisis into
new regulatory frameworks. Although each aims to improve in different areas, in general the post-crisis reforms
aimed at restoring confidence in the financial system. Today, it is now possible to say that the reforms are largely
completed. Currently, studies have focused on the full, timely and consistent implementation of the reforms, and the
assessment of their impact.

The global crisis has once again revealed that deposit insurance plays an important role in building confidence
in the financial system. The fact that developed countries such as the USA and Germany increased their deposit
insurance limits or expanded their deposit insurance coverage to support their financial systems during the crisis is
a reflection of this situation. In the post-crisis period, the role of deposit insurance institutions in the financial safety
net increased. In this context, deposit insurance institutions in the world have tried to expand their powers, obtain
bank resolution powers as well as deposit insurance, or increase their existing powers for resolution. At the same
time, continuous communication and strong coordination has become more important among representatives of the
financial safety net. A holistic approach and joint action has been adopted to prevent financial crises, and to ensure
more effective crisis management.

One of the main issues that has been occupying the agenda of deposit insurance corporations recently is the
developments in the field of financial technologies (fintech), and their reflections on deposit insurance. Rapid
technological developments are expected to further increase the efficiency of deposit insurance systems and support
confidence in the financial system. In this context, it is important that deposit insurance systems have the flexibility
to keep pace with the ongoing technological revolution in finance.

New technologies bring challenges as well as the conveniences they provide. The increase in the speed of obtaining
information, and the ease of accessing alternative tools allow deposits to be moved very quickly. This poses a challenge
for deposit insurance systems. Nowadays, Deposit Insurers are discussing whether fintech-based deposit products,
digital wallets and other e-money instruments should be included in the insurance coverage or not. However, an
undisputable fact is that depositors should always be well informed about which products are covered by insurance,
In the light of these developments, there is an ongoing study in our country in terms of compliance with new
international principles and standards, as well as other developments concerning deposit insurance institutions.

The work aimed at developing legislation, which was carried out jointly with the BRSA to ensure compliance with
the international standards established after the global crisis, in particular with the “IADI Core Principles” and “FSB
Key Attributes”, as well as EU directives, continued in 2018. In addition, ongoing studies in financial technologies
carried out jointly with other representatives of the financial safety net gained momentum in 2018,

Further, the SDIF continued its efforts to improve communication and cooperation in the field of deposit insurance
and resolution with other deposit insurers and related professional institutions/organisations, and to increase
knowledge and experience sharing.

2.2. Coverage and Limit of Deposit Insurance

Since the establishment of the SDIF in 1983, the coverage and limit of deposit insurance for deposits and participation
funds have undergone various changes over the years with regard to the requirements of the term (Annex: 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 No.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.

Accordingly, the principal and ancillaries of savings deposit and participation fund accounts in Turkish Liras,
foreign currency or precious metals, opened in the name of real persons at domestic branches of a credit institution
operating in Turkey and not subject to commercial transactions are covered by insurance for up to 100 thousand
Turkish Liras (Figure 8).
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Al the domestic branches of a credit institution operating in Turkey;

Opened in the Name of Real Persons Turkish Lira, Foreign Exchange,
and Not Subject to Commerciat Precious Metals Savings Deposit and Principals and Ancillaries
Transactions Other Than Exclusively Partlcipation Fund Accounts
the Drawing of Cheques : |

Are insured up to TRY 100,000

Figure 8: Coverage and Limit of the Deposit Insurance

This Bylaw prescribes that the excessive interest applving to deposit and participation funds opened with foreign
branches of credit institutions, and deposits and participation funds opened with credit institutions conducting
offshore banking operations, should not be covered by insurance.

Savings deposits and participation funds, which are not covered by insurance with credit institutions, are specified
in the Article 64 of the Banking Law. Accordingly;

* Deposits and participation funds and other accounts belonging to the majority shareholders of a credit institution,
and their parents, spouses and children under their custody;

« Deposits and participation funds and other accounts belonging to the chairman and members of the board of
directors or managers of a credit institution, the general manager and their deputies, and their parents, spouses
and children under custody;

+ Deposits and participation funds and other accounts that fall within the scope of assets derived from crime as
specified in article 282 of Turkish Criminal Code No, 5237 of 09/26/2004,

* Other deposits, participation funds and accounts specified by the Banking Regulation and Supervision Agency
shall not be subject to insurance.

2.3. Risk-Based Premium System

The calculation and collection of the insurance premium amounts to be paid by credit institutions are currently
subject to the provisions of the “Bylaw on Deposit and Participation Funds Subject to Insurance, and Premiums to be
Collected by the Savings Deposit Insurance Fund” arranged under the powers granted to the Fund by the Banking
Law, and promulgated after being published in Official Gazette No. 26339 of 11.07.2006.

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 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 Crit eréa Threshold Values

1 Capital Adequacy

Capital Acequacy Rat 20
- Consolidated 10-16 % I. Greup 20
- Solo 10-16 % IIl. Greup 13
- Core capital 8-14 % IIl. Greup O
Asset Capital Multiplier 1015 5-3-0
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Greup Loans Raé 8-15% 5-3-0
Nen-Performing Assets Radi 1-3% 5-3-0
Cash Loa Conentration Ratd 20-30 % 5-3-0
Assets @owth Ratb 1525 % 5-3-0
Profitability Ratie 4-2 % 5-3-0
Efficiency Rat 50-75 % 5-3-0
4 Liquidity ’ ’ 10
Average Maturity of Depositard Rarticipation Furds (Days) 70-50 5-3-0
Inswred Deposits andgRicipation Fuds Rate 27-17 % 5-3-0
Supervisory Rating 1-2-3-4-5-6-7-8-9-10 30-27-24-20-16-12-8-5-1-0
Other Infamation 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,

The premium categories and premium rates are presented in Table 6.

Total Score Premium Category Premium Rate (in ten thousand)
=80

=65 and <80

> 50 and <65

Tabte 6: Premium Categorles and Premium Rates

The insurance premium rate is calculated by adding 2 per ten thousand premium rate for credit institutions the
size factor for 2018 of which is TRY 207,183 million and above, and by adding 1 per ten thousand premium rates
for credit institutions the size factor of which is between TRY 86,326 million (including) and TRY 207,183 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,
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2.4. Process for the Collection and Audit of Insurance Premiums

The audit of the payment process of insurance premiums paid by credit institutions, and the verification of amounts,
are carried out in cooperation and coordination with the BRSA. Credit institutions enter their financial indicators
into the Banking Data Transfer System (BDTS) established by the BRSA. On the other hand, they send the insurance
premium table including the values related to the risk factors in the insurance premium tariff, and the insurance
premium base, to the SDIF no later than the 45th day following the relevant premium term.

The accuracy of the values in the insurance premium table prepared by the credit institution and sent to the SDIF is
confirmed via the BDTS, accessible by 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

SDIF A t a1 CBR /,‘,!
DIF Account a ikl - -
* Premium Risk Base Valug gl
Payment (60th Day) BDDK
l . S |
Declaration (45th day) Rating
Credit Institutions Point

e

Premium Rate and

Premiom Amount

Figure 9: Premium Collection and Auwdit 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 institution is guided for necessary
improvements for the system, and the Fund makes additional collections or refunds/set-offs.

2.5. Developments Regarding Insured Deposit and Participation Funds

As of December 2018, 34 deposit banks and 5 participation banks operate in the banking sector with a total asset
size of TRY 3,610 billion. As at year-end 2018, the amount of deposits and participation funds with these credit
institutions increased by 19% to TRY 2,036 billion compared to the previous year, and accounted for 56.4% of the
total assets. The amounts covered by insurance increased by 14.1% compared to December 2017, reaching TRY 487
billion, and 23.9% of the total deposits and participation funds are covered by insurance,

34



—

2018
DEPOSIT INSURANCE OPERATIONS ANNUAL REPORT
L
§ [ |
Total Deposits and Participation Funds & Insured Deposits and Participation Funds
billion TRY billion TRY
2,036

1,800

1,600

1,400

H00

600

400

200 ; 08 357 50
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Qe Tl Dezposits and Participation Funds ess=Qee==Deposits and Participation Funds Covered by Insurance (right axis)

Chart 6: Total Deposits and Participation Funds & Insured Deposits and Participation Funds

By the end of 2018, there are approximately 102.7 million real and legal persons’ deposit and participation fund
accounts in deposit and participation banks, excluding zero-balance accounts.

Total Number of Insured
Number of Depositors Depositors

Deposit Banks 97,282,618 86,703,146

Participation Banks 5,397,442 44100487

Total 102,680,060 EG%%%%
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Table 7: Numbers of Total Depositors and Insured Depositors

* Deposit and participation fund holders with accounts (n more than ane bank are constdered separately for ench bank.

On the other hand, as of the end of 2018, 97.8% of depositors have deposits between TRY 0-100,000 in deposit banks.
The amount of the accounts in the mentioned range constitutes 16.5% of total deposits. Deposits ranging from TRY
100,001 to 1,000,000, which belong to 2% of account holders, correspond to 28.3% of total deposits. The share of
deposits larger than TRY 1,000,000, which belong to 0.2% of account holders, is 55.2%

Distribution of Total Amount of Deposits and the Distribution of the Number of Depositors by Tranches
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Chart 7: Distribution of Total Number of Deposits and Depositors by Tranches
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As of the end of 2018, 96.7% of th(e account holders have par%ici;;at%on funds in the range of TRY 0 - 100,000 in
participation banks. The amount of the accounts in the mentioned range constitutes 22.3% of the total participation
funds. Funds in the range of TRY 100,001-1,000,000, which belong to 3.1% of the account holders, correspond to
32.3% of the total participation fund. The share of participation funds larger than TRY 1,000,000, which belong to
0.2% of account holders, is 45.5%.

Distribution of Total Number of Participation Funds and Participation Fund Holders by Tranches
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Chart 8: Distribution of Total Number of Participetion Funds and Participation Fund Holders by Tranches

Considering the distribution of insured deposits and participation funds in Turkish Lira and foreign currency, it
is seen that the share of insured deposit and participation funds in Turkish Liras in the total amount is 69% at the
end of 2018. The deposits and participation funds owned by account holders residing in Turkey accounted for TRY
1,883 billion, while the deposits and participation funds owned by accounts holders residing abroad amounted to
TRY 153.3 billion in 2018,

2.6. Financial Safety Net Relations

The institutions and organizations that form the Financial Safety Net cooperate with each other and exchange information
through 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 the Structures and Duties of
the Treasury" (Law No.4059) dated 12,09.1994, to jointly identify the systemic risk by the member institutions of the
Financial Safety Net, and to determine measures to be taken. The supplementary Article No. 4 of the Law on the Structures
and Duties of the Treasury (Law No. 4059) dated 12.09.1994 was amended as “in the case of a negative development that
may spread to the entire financial system, and of the determination of such case by the Financial Stability Committee, the
Council of Ministers is entitled to determine the measures to be taken and all the respective institutions and organizations
are entitled and liable to implement such measures 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 (Law No.28513)."

The SDIF attended meetings of the Financial Stability Committee (FSC) held on various dates throughout the year at
the Headquarters of the Ministry of Treasury and Finance in Ankara.

The SDIF attended the meetings of the Systemic Risk Assessment Group, which was formed by the Undersecretariat
of Treasury, BRSA, CBRT, CMB and SDIF under the Financial Stability Committee Systemic Risk Assessment Group
Protocol dated 10.30,2012.

The SDIF participated in the meetings of sub working groups established under the Systemic Risk Assessment
Group. In this respect, the SDIF attended the meetings of the Systemic Risk Monitoring Sub-working group, the
Crisis Management and Resolution Sub-working group, the “Technical Sub-Committee” under the Systemic Risk
Monitoring Sub-working group , and the Financial Technologies Sub-working group that started its activities in
2018, and the "Financial Technologies Research Conference” .

Another regulation on inter-institutional collaboration and communication was introduced by the Article 98 of the
Banking Law. According to this Law, the BRSA, the Undersecretariat of Treasury, the Ministry of Development, the
SDIF and the CBRT exchange opinions and information on subjects in their respective fields, and information stored
on the databases of BRSA, CBRT and SDIF are shared subject to confidentiality terms.

In addition, the Financial Sector Commission (FSC) was established pursuant to Article 99 of the Banking Law with

' The Financlal Stability and Development Committee (FIKKO) was established to replace the Financlal Stability Committee {FIK) through the Law on
Amendments to Tax Laws No. 7161 and Certain Laws and Decree Laws, published in Olficial Gazette Issue 30659 of January 18, 2019.
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the participation of the representatives from BRSA, the Minis{ry (;f F%nance, the Undersecretariat of Treasury, the
CBRT, the CMB, the SDIF, the Competition Authority, the Ministry of Development, the Istanbul Gold Exchange,
the BIST, the Turkish Derivatives Exchange and the associations of organisations, The Commission meets at least
twice a year to ensure exchange of information, cooperation and coordination among institutions, to suggest joint
policy proposals and to express views on the issues concerning the future of the finance sector in order to ensure
confidence, stability and development in financial markets, The SDIF attended the ordinary meetings of the Financial
Sector Commission.

Another platform specified in the Banking Law is the Coordination Committee, which was established in accordance
with 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 the risk-based insurance premium. The Coordination Committee, which brings together the
President and Vice President of the BRSA and the SDIF, meets at least quarterly. The SDIF attended the meetings of
the Coordination Committee in 2018 too.

Works on the Draft Legislative Amendment, prepared for the purpose of harmonising Banking Law No. 5411 with
international standards, are ongoing.

Exchange of information and cooperation with other institutions and organizations of the financial safety net are
important to measure risks in SDIF's deposit insurance operations by means of monitoring risks of the banking
sector and credit institutions, to manage these risks and to adopt policies for deposit insurance, Within this scope,
the SDIF actively participated in the above-mentioned activities of the financial safety net, in particular those of the
Coordination Committee in 2018,

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 [ADI currently with 87 members in total. In addition, the SDIF
contributes to the top strategic efforts of the IADI as a member of
the Executive Council.

InJune 2009, the [ADI 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 deposit insurance. 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 TADI Core Principles and the TADI 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 [ADI 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.



DEPOSIT INSURANCE OPERATIONS

EFDI

—
2018

ANNUAL REPORT
L

EUROPEAN FORUM
e OF DEPOSIT INSURERS

39



