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MESSAGE FROM THE
CHAIRMAN

Muhiddin GULAL

Chairman

In the world and in our country, the past year of 2019 has been a year during which focus was
placed on new arrangements and reforms in order to ensure balancing and improvement due
to the economic and financial developments that have been experienced. While the economic
reforms that have been put in place, the structural transformation steps that have been taken,
and the economic programmes that have been prepared especially in our country have helped
Turkey to end 2019 with growth, they are also in the quality of preparing our country to the
2020-2022 Economic Programme, the theme of which has been identified as “the Change
Starts”.

SDIF, the aim of which has been to contribute to the stability of the financial system since
the day it was founded, achieved important developments in this sense in 2019. Especially
increasing the deposit insurance limit from TRY 100,000 to TRY 150,000 during this period
was an important step taken to enhance depositors’ trust towards the financial system. By
the increase of the limit, the amount of deposits covered by insurance has increased by about
TRY 100 billion, and this amount has risen to the level of TRY 709 billion as at the end of
the year.
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SDIF, the aim of which has been to contribute
to the stability of the financial system since
the day it was founded, achieved important
developments in this sense in 2019.

The deposit insurance reserve kept by the SDIF to guarantee deposits within the scope of the insurance reached
TRY 52.8 billion by the en of 2019, and the rate of this reserve of covering the total insured deposits amount was
realised at the level of 7.4%. When compared to other international examples, this rate indicates that Turkey has a
considerably strong deposit insurance system.

SDIF’s experience in bank resolution and recovery is another strength of our institution as well as our country.
SDIF meticulously continues its resolution and recovery operations in order to minimise the cost incurred by the
public with respect to a total of 26 banks along with Bank Asya, which was last transferred to the Fund. As a result
of these efforts, collections amounting to USD 23.1 billion were made up to date, of which USD 12.4 billion
were paid to the Ministry of the Treasury and Finance while an advance repayment of USD 1.4 billion was
made to the CBRT. Also, payments were made to other public corporations/institutions, particularly the Ministry
of the Treasury and Finance, of USD 5.6 billion, and of USD 1.9 billion to other corporations/institutions. The
SDIF made much headway in the bank resolution and recovery process, and has approached the completion of the
process. A further collection of approximately USD 500 million is expected to be made from the remaining files.

Along with its work regarding deposit insurance and bank resolution, SDIF also strives to contribute to the
country’s economy through the trusteeship operations it has been carrying out since 2016. The Fund manages the
companies to which it was appointed as trustee under court orders by considering them as “national assets”, and
as a foresighted businessman in order to keep them within commercial life and therefore the economy.

The size of the assets of the 804 companies that are currently under SDIF’s management is TRY 59.70 billion,
while their shareholders’ equity amounts to TRY 25.37 billion. The asset size and shareholders’ equity of these
companies have increased by 38% since the day they were transferred to the Fund. The companies, the profitability
of which also increased significantly under SDIF’s management, also continue to contribute to the country’s
employment rate. 40,667 people are employed by these companies.

In every field it operates, the SDIF follows all national and international developments closely, demonstrating
a proactive management understanding. It continues its cooperation and sharing of experiences with both other
deposit insurers in the international arena and with professional organisations such as IADI - EFDI in the field
of deposit insurance and bank resolution, reflecting the fruits of these efforts to its operations. The 18th Annual
General Assembly Meeting, the 60th Executive Board Meeting, the concerned Council, Technical and Regional
Committee Meetings, and the Annual Conference entitled “Realizing Reforms: What Has Changed in Deposit
Insurance Systems Since the Crisis” of the International Association of Deposit Insurers (IADI) were held between
October 7-11, 2019 in Istanbul. The meetings were attended by over 220 foreign participants from 102 institutions
in 84 countries.

Wishing that the year 2020 ahead of us will prove to be a year of peace and success for our country and the world.
I would like to thank my colleagues, who have worked devotedly in 2019. In the future, the SDIF will continue its
efforts to protect our country’s best interests, and to carry out the duties assigned to it.
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Historical Background of the SDIF

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 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.

Establishment of The authority to
SDIF Under the strengthen the
administration and financial structure

The administration

and representation
of SDIF were
given to BRSA
by the Law

No: 4389

representation of and restructure
of CBRT in order the banks has
to insure the been given to
savings deposit SDIF

Figure 1: Historical Background of the SDIF
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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 the 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. 674 (subsequently enacted as Law No. 6758 of 11.10.2016), 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.
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Functions and Responsibilities of the SDIF

The SDIF carries out its duties within the framework of the powers granted to it under Banking Law No. 5411,
Law No. 6758 on the amendment and adoption of certain arrangements made under Decree Laws within the scope
of the State of Emergency, and other applicable legislation.

The SDIF’s functions can be grouped under the headings deposit
insurance, bank resolution, recovery, and trusteeship operations
carried out within the scope of the State of Emergency, and may be Bank
summarised as follows: Resolution

* Insuring deposits and participation funds for the purpose of
protecting the rights and interests of depositors,

*  Managing fund banks, strengthening their financial structures,
and restructuring, transferring, merging, selling and liquidating
such banks,

Recovery

e Carrying out and finalising the follow-up and collection of the
SDIF’s receivables,
e Managing the SDIF’s assets and resources,

Figure 2: SDIF's Functions
e Carrying out the duties undertaken within the scope of trusteeship
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, which were
transferred to the SDIF and the operating licence of which were revoked, are 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 with 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.
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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 12.27.2005. The Fund Board made a total of 623 resolutions in 2019, and the distribution of the
resolutions in question by subject have been indicated in Chart 1.

Distribution of Fund Board Resolutions in 2019 by Subject

Resolution Operations

288 251

[ Deposit Insurance Operations
Operations Relating to External Relations
\ Operations Relating to Internal Regulation
Il Trusteeship Operations

4
5

75

Chart 1 : Distribution of Fund Board Resolutions

The SDIF’s headquarters are in Istanbul, while 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 03.25.2006, as comprising 2 Vice-Presidents, 10 Department Heads, and 4 Directorates.
There are also 15 President’s Advisors positions.

The organisational chart of the SDIF as at March 2020 has been demonstrated in Figure 3.
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Figure 3: Organizational chart of the SDIF

1.4. Corporate Governance
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While the organisational structure, operating 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.

The activities carried out by the SDIF in respect of its corporate management practices have been gathered under
the headings indicated in the following “SDIF Corporate Management Systems Cycle.”
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Figure 4: 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.

1.5.  Human Resources Management

The SDIF’s operations are conducted by a total staff of 339. Also, 108 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 has been given in detail in Table 1.

Status Title Number of Personnel
Vice-President 2
Head of Department 9
Advisor 14
Director 4
Group Coordinator 19
Contracted Personnel Fund Attorney 71
Fund Auditor 15
Fund Specialist 122
Fund Assistant-Auditor 3
Fund Assistant-Specialist 6
Fund Chief 22
Physician 1
Personnel Under Administrative Contract Administrative Chief !
Administrative Staff 38
Support Personnel 12
Total 339

Table 1: Distribution of SDIF Employees by Title
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89.68% of SDIF employees have undergraduate degrees and higher. The distribution of personnel numbers by
educational status has been given in Chart 2.

Distribution of SDIF Employees by Educational Status

6% Sh
1%

1%

B Undergraduate
17%

Master’s

High School

College

Doctorate

B Other

72%

Chart 2: Distribution of SDIF Employees by Educational Status

23 training programmes were carried out in 2019 within the framework of the annual training programme prepared
within the scope of Article 48 of the SDIF Human Resources Regulations, of which 20 were provided to Assistant-
Fund Specialists and Assistant-Fund Auditors, 1 to the Auditing Department, 1 to the Legal Affairs Department,
and 1 to the entire personnel of the Corporation.

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 staff abroad in order to improve their professional
knowledge as well as for educational and research purposes relating to their field of activities. One personnel was
sent abroad for post-graduate education in 2019 within the scope of the procedures and principles in question,
whose education still continues.

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 2019, foreign language education was made
available to a total of 16 personnel within the scope of said procedures and principles.
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1.6. Corporate Communications Management

The SDIF has created a regular communications network with the public through various 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.

In 2019 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 4,155 items were published
on the SDIF in printed and visual media in 2019, 2,511 of which were published in newspapers, and 1,644 on
television.

The number of news articles on the SDIF that appeared on the internet, on the other hand, was 18,571 in 2019. The
SDIF is also represented on social media websites (Facebook, Twitter, etc.).

Media

NS Publications
Newspapers and Annual Reports
Internet CATI

Means of
Public
SDIF’s Communication

Official
Website

www.tmsf.org.tr

Bank

Branches
Informative Materials

Figure 5: SDIF’s Public Communication Channels

Distribution of Distribution of
Media Coverage on the SDIF Press Coverage by Effect
/NM% /3%

-1
82%

1
97%

Newspaper TV W Internet B Positive Negative
Chart 3: Distribution of Media Coverage on the SDIF Chart 4: Distribution of Press Coverage on the SDIF
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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 2019, 2,422 of these 2,511
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 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 Presidency Communication Centre (CIMER),
and the Turkish Grand National Assembly. In 2019, responses were made to 6,639 information requests under
Law No. 4982, as well as 673 CIMER applications and 9 official questions. The numbers of information request
applications addressed to the SDIF by year have been indicated in Chart 5.

Information Requests
(Number)

14,984

10,199
9,003
6,639

1,716 1,900 2,273
1144
mm Ol -
2012 2013 2014 2015 2016 2017 2018 2019

Chart 5: Applications for Information
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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 2019, 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.

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 staff, 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.

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.
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1.9. Financial Management

The Fund’s primary resources of income were identified within the framework of Article 130 of the Banking
Law, and the “Bylaw on the Resources and Resource Usage of the Savings Deposit Insurance Fund.” The Fund
may also become indebted to the market upon permission by the Ministry of the Treasury and Finance (former
Undersecretariat of the Treasury). When the need arises, Special Type Government Domestic Securities may
be issued by the Ministry of the Treasury and Finance, 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 year 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.

¢ Insurance Premium
* Fines Budget expenses
e Fees from transfer of
< bank shares
- ke % * Fees for system entrance
So - » Other revenues
cCM O
9 c
o
XI5
m
Revenues from .
Fund Reserve Resolution
Operations
| * Payment of insured
deposits and
. participation funds
* Bank resolution
~\
%5 % » From the market
35 ?»I * From the Treasury
o~ ¢ ¢ Advance from CBRT
5= < * Advance premium
ol 8 payment from the bank Recovery

Figure 6: Resources of the Fund, and the Use of Funds
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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 “2019 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 2019 Expense Budget were met from the Fund’s revenues related to its deposit insurance
operations.

The 2019 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 120 million was foreseen in the 2019 Expense Budget, and, with expenditures of TRY
109,862,349.76.-, a saving of 8.45% was achieved. TRY 61.3 million of the expenditure consisted of personnel
costs, while TRY 32.24 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 2019 Expense Budget Allowances and Expenditures

Allowance Type Tomécﬂ.!)o:yrgf)e for Rea1|i2z'::i'c2,:1(?rnv) RRe:tl:za(t"iA,o)n
Personnel Costs 63,330,000 61,304,439.95 96.80%
State Premium Expenses to Social
Security Institutions 6,600,000 6,162,436.34 93.37%
Goods and Services Purchase Costs 37,319,000 32,235,309.28 86.38%
Current Transfers 6,280,000 6,092,164.76 97.01%
Capital Costs 6,471,000 4,067,999.43 62.87%
Total 120,000,000 109,862,349.76 91.55%

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.

Within the scope of the strategic objective of Strengthening Corporate Structure and Management Systems;
*  The Health Management System under which the Corporation’s employees’ health procedures are monitored
was rewritten using new technologies, and was subsequently offered for use.

* In order to ensure that the Corporation’s Personnel Processes are kept up-to-date, the Republic of Turkey
Ministry of the Interior, Directorate of Population and Citizenship Identity Sharing System was integrated into
the Human Resources Portal.

*  The Electronic Notification System was integrated into the Electronic Document Management System (EDMS)
to ensure that notices served on electronic media are automatically transferred to the EDMS and distributed.
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*  The Commercial and Economic Entity Monitoring System, which allows the monitoring and reporting of
Commercial and Economic Entity procedures, was offered for use.

* To ensure that seizure, institution and cancellation procedures may be carried out on electronic media,
the Land Registry E-Seizure System operating as integrated with the TAKBIS was put into operation in
cooperation with the Republic of Turkey, Ministry of the Environment and Urbanisation, Directorate-General
of Land Registry and Cadastre, while the Vehicle E-Seizure System was brought into use in cooperation with
the Turkish Union of Notaries to ensure that debarment, addition and annulment in vehicle seizures may be
carried out on electronic media. This has allowed seizure procedures to be carried out on Bank accounts on
electronic media, as well as transferring Land Registry and Vehicle Seizures to electronic media, and these
three applications were gathered on a single platform.

* Internal audit works were completed under the Information Security Management System that was certified
by the Turkish Standards Institute (TSE) and established in accordance with the TS ISO/IEC 27001 standard,
and the SDIF received an Information Systems ISO 27001 Information Security Certificate as a result of the
external audit conducted by the TSE.

*  Work was commenced within the scope of Law No. 6698 for the Protection of Personal Data.

*  The National Data Dictionary (UVS) System Work initiated by the Presidency Digital Transformation Office
was attended, and efforts were started within the body of the Corporation.

e Work and security tests relating to cyber security, which has gained importance in public service, have
continued regularly, and the necessary infrastructure and systems were developed and updated to counter any
new external cyber attacks.

*  Work in connection with inclusion in the Kamunet system, which allows secure communication in public
service, was completed.

* In response to requests, information systems support was provided to companies to which the Fund was
appointed as trustee.

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 Receiver, and the accurate and quick creation of required report types through the “Company
Management System Project.”

1.11.  Strategic Planning and Corporate Performance Management

At the SDIF, strategic planning and corporate performance management work has been carried out by the Strategy
Development Department since 2005 under a certain system.

While the SDIF’s main strategy, performance criteria, objectives and targets are identified by the Fund Board,
the Strategy Development Department prepares the SDIF’s Strategic Plan to include the identified strategies,
performance criteria, and objectives and targets, and develops and implements the necessary infrastructure and
tools necessary for carrying out and following up these objectives and targets, as well as assessing and reporting
their results.
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There are three main strategic planning and corporate performance monitoring tools used by the SDIF.
These are:

1. Corporate Performance Assessment Meetings held every year under the name of “SDIF Strategy Summit” and
attended by all SDIF Management levels,
2. The SDIF Strategy Map that is a summary of the SDIF’s strategic plan, and

3. The SDIF Institutional Development Plan (IDP) that indicates which strategies the SDIF will follow by which
means, according to what schedule and by what human resources in order to carry out its strategic objectives
for the period in question.

At SDIF, the strategic plans are made for periods of five year, the current Planning period being the 2018-2022
period. The SDIF 2018-2022 Strategy Map has been presented below:

OUR VISION

“Becoming a World Brand in Deposit Insurance and Resolution”

OUR PRINCIPLES

Employee-
Oriented Teamwork
Leadership

Transparency &

Solution-Oriented .
- E|
Accountability Jfficiency

Reliability Approach

0.2. Strengthening Risk Management
Cooperation with National Stakeholder
Corporations

O.1. Strengthening Corporate Capacity

G.1 Deposit Insurance in Deposity Insurance

G.2 Bank Resolution & 03 Devel?pmg Resolutton Systems 0.4. Managing Recovery Practices
Compatible with International o
Recovery Standards Effectively

0.6. Strengthening Technology

0.5. Managing and Resolving Infrastructure Supporting Company

G.3 Company Management

oo Effocti
& Resolution Companies Effectively Management Practices
0.7. Strengthening 0.8. Strengthening 0.9. Raising Public
G.4 Corporate Development Corporate Structures and National & International Awareness in SDIF's
Management Systems Cooperation Operations

0.10. Creating a Work Environment that Appreciates the Employee and Development

OUR MISSION

“Insuring deposits and participation funds and managing and resolving transferred banks, companies

and assets in the most efficient manner to the end of contributing to the stability of the financial system”

Figure 7: SDIF 2018-2022 Strategy Map
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As will be understood from the Strategy Map, 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 Corporate 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 appreciated development.

1.11.1. Corporate Performance Assessment for 2019

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

The important developments recorded on the Basis of Strategic Goal in 2019 have been presented below:

Within the Framework of the Deposit Insurance Strategic Goal;

*  The deposit insurance limit was raised from TRY 100,000 to TRY 150,000 on September 25, 2019.

*  The SDIF’s deposit insurance reserve reached TRY 48.4 billion as of December 31, 2019, and the ratio of this
amount of covering deposits within the scope of the insurance is 6.8%.

e The 18th Annual General Assembly Meeting and the 60th Executive Board Meeting, as well as the Annual
Conference entitled “Realizing Reforms: What Has Changed in Deposit Insurance Systems Since the Crisis?”
by the International Association of Deposit Insurers (IADI) were hosted.

Within the Framework of the Bank Resolution and Recovery Strategic Goal;

*  Collections of USD 91.4 million were achieved in 2019, and the total amount of collection reached USD 23.1
billion as of December 31, 2019.

*  With the payment of USD 35.8 million made to the Ministry of the Treasury and Finance in 2019, the
cumulative amount of the payment made to the Treasury reached USD 12.4 billion.

» International cooperation activities have been conducted in order to follow the developments in the world and
international standards in the field of Bank Resolution and Recovery. One of these is the series of workshops
on “Bank Resolution Financing” hosted by the SDIF and held together with representatives of the World Bank.
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Within the Framework of the Company Management Strategic Goal,;

»  Periodical Consultation Meetings have been held in 2019 with Members of the Boards of Directors / Managers
appointed to the management of companies for the purpose of ensuring the effective management of the
companies transferred to the SDIF within the scope of its duty of trusteeship, increasing interaction, and
ensuring the sharing of knowledge and experience.

*  The “SDIF Company Management System” was created for gathering, monitoring, reporting and proactively
managing data belonging to the 804 Companies operating in 38 provinces of Turkey, over which SDIF was
appointed as trustee, which system is continuously being developed.

Within the Framework of the Corporate Development Strategic Goal;

* In order to assess the 2018 performance of the SDIF, the 10th Strategy Summit was organised between April
26-28, 2019, which was attended by all SDIF Management Levels.

* The Corporate Reporting Portal Project was initiated to ensure that all reports within and outside the
corporation within the framework of all operational areas of the SDIF are prepared according to identified
corporate standards, on an identified information system infrastructure, and in an accurate and consistent
manner over a single unit, and presented to those concerned in an interactive manner.

e The SDIF Corporate Identity Project was carried out for the purpose of reviewing the existing corporate
identity of the SDIF, identifying all written, graphic, printed and digital elements reflecting the SDIF’s
corporate identity, and preparing the SDIF Corporate Identity Guidance.

e Within the framework of the Employee Communication and Motivation Development Programme;
- Activities enabling the personnel to communicate with senior management were carried out,
- A SDIF Employee Opinions Research on the subject of Intracorporate Communication was conducted,
expectations were researched, and areas of improvement were identified, and
- Various work was conducted to improve the physical work environment.
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1.11.2. Assessment of SDIF’s Financial Performance of 2019

The SDIF’s financial performance is examined under two main headings, namely deposit insurance and resolution
operations, and the financial objectives foreseen for 2019 and the realisation figures, as well as the objectives
foreseen for 2020 have been given in Tables 3 and 4.

Deposit Insurance Operations
2019 Financial Objectives and Realization (million USD)'

2019 Cumulative 2020
Performance lizati Realization Realization Performance
Objective = Realization ' "paiic (%) INYINAPEIPIGEIN Obijective?

Reserve (Start of Term) 7,045.11 7,045.11 - - 7,818.80

Deposit Insurance Operations Revenues® 607.78 747.40 123% 14,520.54 987.84

Financial Revenues (interest etc.) 852.29 769.43 90% 7,816.78 904.03

Deposit Insurance Operations Costs 19.25 27.88 145% 1,432.35 21,13

Budget Expenses 19.25 19.31 100% 480.93 21,13
Subordinated Loans Made Available* - - - 559.90 -

Deposit and Participation Fund - = - 282.57 -
Payments Subject to Insurance®

Other Expenses - 8,57 - 108.95 -

Transferred to Resolution Operations - - - 4,227.00 -

Evaluation and Valuation Difference® -715.42 -715.27 100% -8,859.17 -
Reserve (End of Term)’ 7,770.52 7,818.80 101% 7,818.80 9,689.54

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.

2. The cash projection amounts prepared in January every year were taken as basis for performance target within the scope of the SDIF Strategic Planning
activities.

3. The deposit insurance operations revenues consist of items such as insurance premiums, statute of limitations incomes, administrative fines etc.

4. The amount of the Subordinated Loan (SBK) made available to Birlesik Fon Bankasit A.S. (BFB) on 09.24.2014.

5. Within the scope of the operations regarding the payment of the insured participation funds with the Asya Katilim Bankast A.S. to the beneficiaries, TRY
974,332,283.12 was transferred to Vakif Katilim Bankast A.S. on 12.02.2016.

6. 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 invested in Lease Certificates and GDSs was USD 7,264 million, and the interest and valuation difference
relating to the Lease Certificates, GDSs and deposits was USD 1,062 million. Including the funds in banks in this amount, the reserve for the end of the term
rises to USD 8,880 million (TRY 52,752 million). (Subordinated loans not included).

As a result of the deposit insurance activities it carried out during 2019, the SDIF targeted raising its deposit
insurance reserve amount of USD 7,045 million as at year’s end 2018 to USD 7,770.52 million by the end of 2019.
As at 12.31.2019, the Fund’s deposit insurance reserve was realised as USD 7,818.80 million.

The total revenue from deposit insurance operations in 2019 was USD 747 million, of which amount USD 698
million consists of insurance premium collections, USD 26 million of prescription revenues incomes, and USD 24
million of contribution to system entry, share transfer share, capital market transaction profits, collections made
within the scope of the Decree Law, amounts collected for judicial and administrative fines, and other incomes.
Investments in the deposit insurance reserve brought a financial income of USD 769 million.

As a result of the resolution operations it conducted in 2019, the SDIF obtains a resolution income of USD
77 million, and a financial income of USD 15 million from the investment of the reserve relating to resolution
operations. A payment of USD 36 million was made to the Ministry of the Treasury and Finance during the same
term.
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Resolution Operations
2019 Financial Targets and Realisation (million USD)'

2019 Cumulative 2020
Realization As At Performance

P(g{;j::;‘;?:ece Realization Fgeaatlii:a(;c;n 12.31.2019 Objective?
Reserve (Start of Term) 173.15 173.15 -
93.36 76.75 82% 22,094.86
Collections from Non-performing Loans 86.14 40.96 48% 17,397.00
Collections from Assets 6.03 1.05 17% 1,795.67
Collections from Fund Banks 1.19 25.55 2147% 2,642.41
Collections taken in Consignment* - 7.46 -
Other Collections - 1.72 -
Financial Revenues (interest etc.) 12.00 14.62 122% 1,019.04
Treasury Debts - - - 25,876.62
CBRT Advance Use - - - 1,329.65
Transferred from Deposit Insurance Revenues - - - 4,227.00
Funds Transferred to Banks - - - 29,641.37 -
Resolution Expenses 91.58 40.08 44% 1,873.47 109.61
Collection Refunds 38.78 22,62 58% 1,005.28 36.18
?z‘\ég;eggsn 24:,%2 éo be Collected from N 7.66 _ _
Offshore Payments 51.90 4.77 9% 59.13
lézjl/’rgggg gsdde out of Collection taken in _ 0.59 _ _
Other Payments 0.90 4.44 493% 14.29
Debt Repayments to the Treasury 12.00 35.81 298% 12,424.08 12.00
Advance Repayments to the CBRT - - - 1,417.93 -
Payments Made to Public Corporations 1.45 - 0% 5,578.30 110
Payments Made to Other Real/Legal Persons - - - 1,894.71 -
Evaluation and Valuation Difference® -16.00 -11.95 75% -1,540.65 -4.20
Reserve (End of Term)® 157.47 176.67 112% 17.27
Table 4: Financial Objectives of Resolution Operations and Their Realisation
1. The amounts provided in the table were calculated based on the transactions the Fund carried out in cash and GDDS since its founding, and historical
exchange rates.
2. The cash projection amounts prepared in January every year were taken as basis for performance target within the scope of the SDIF Strategic Planning
activities.
3. Gross and cash collection figures were taken into consideration in the resolution revenues. Transactions such as returns, payments, etc. made from the
collections were not discounted.
4. Consists of guarantee amounts and amounts deposited in the Funds escrow accounts in connection with the commercial transactions of BMC Sanayi ve

Ticaret A.S., and payments/returns made from these accounts.

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

The USD 78.44 million part of this amount consists of blocked accounts where collections, the creation of whose order tables continue, and collections, the
legal procedures of which continue, are monitored. The balance may be transferred to the Treasury if the amount of reserves other than the precautionary
reserve of USD 100 million kept by the Fund to allow the performance of resolution operations reaches USD 20 million pursuant to the “Procedures and
Principles Applying to the Transfer of SDIF s Cash Surplus to the Accounts of the Treasury.”
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Deposit Insurance Operations

It is seen that the post-crisis financial reforms put in place by international authorities, particularly by the Financial
Stability Board (FSB) under the leadership of the G20 have been effective in protecting financial stability and
ensuring the foreseen improvement in the global markets. In this scope, it is seen that in 2019, while work is being
carried out to ensure the full, timely and consistent implementation of the reforms put in place and evaluate their
effects, focus is placed on maintaining new regulations aimed at strengthening the global financial system, rapidly
developing policies and regulation frameworks for non-bank institutions offering financial intermediation services,
particularly insurance and central intermmediary institutions, and increasing transparency and accountability in
over-the-counter derivative market transactions in capital markets.

Although important developments have been achieved in ensuring financial stability, the strengthening of the
global financial system is an ongoing process. In the recent term, international authorities have focused on
identifying the new fragilities observed in the global financial system, and taking the necessary measures. The most
important structural change seen in the global financial markets concerns technological innovations. Technological
development, while offering benefits in terms of effectiveness and comprehensiveness, also brings with it certain
difficulties. Technological innovations cause a radical change in financial institutions and markets. Grasping this
transformation before it is too late will facilitate protecting against risks while making use of the opportunities it
will offer.

Therefore, subjects such as FinTech applications, cyber resilience and the increasing use of crypto assets
(“stablecoins”) are considered as newly emerging risk factors. Also, the impacts of climate change on the financial
system are also counted among issues that require urgent precautions. It is believed that the rapidfulfilment of
urgent supervision and regulation needs has become important in the areas in question.

The impacts of these developments are also being felt in the field of deposit insurance, which is considered to
be an important part of the financial safety net. New technologies are expected to increase the effectiveness of
deposit insurance systems. Especially, the greater ease in the deposit insurance institution’s access to depositors’
information will ensure faster payouts to depositors in cases of bank failures. The SDIF closely follows all
developments affecting financial stability, and carries out work on compliance with new international principles
and standards. Legislation development work carried out in this context has continued in 2019.

In line with the targets of protecting the rights and interests of deposit holders and ensuring financial stability, the
SDIF has continued its deposit insurance operations successfully in 2019 too. Through the change in the regulation
made on September 25, 2019, the deposit insurance limit was raised from TRY 100 thousand to TRY 150 thousand.

Also in 2019, the SDIF continued its efforts to improve communication and cooperation in the field of deposit
insurance and resolution with deposit insurers and related institutions/organisations of other countries, and to
increase the sharing of knowledge and experience. In this scope, the 18th Annual General Meeting of IADI, which
is hosted by a different country every year, the 60th Executive Council Meeting, the Council Committee, the
Technical Committee and the Regional Committee Meetings, as well as the Annual Conference were hosted by the
SDIF in Istanbul on October 7-11, 2019.
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2.2. Coverage and Limit of Deposit Insurance

Since 1983, when the SDIF was founded, 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 time (Annex: 2).

The coverage and limit of deposit insurance were specified by the “Regulation on Deposit and Participation Funds
Subject to Insurance, and Premiums to be Collected by the 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 Amendments to the Regulation on Deposit and Participation Funds Subject to Insurance and
Premiums to be Collected by the Savings Deposit Insurance Fund” published in the Official Gazette No0.28560 of
February 15, 2013, and the insurance limit of TRY 50 thousand as enforced on July 5, 2004 for insured deposits
and participation funds was increased to TRY 100 thousand. By the amendment to the regulation in question
published in the Official Gazette No.30899 of September 25, 2019, the insurance limit was increased to TRY
150 thousand in consideration of economic and financial criteria such as the cumulative inflation rate, the sum of
savings deposits per capita, and the share of 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 shall be covered by insurance for up to 150
thousand Turkish Liras (Figure 8).

At the domestic branches of a credit institution operating in Turkey;

Opened in the Name of Real
Persons and Not Subject to
Commercial Transactions
Other Than Exclusively the
Drawing of Cheques

Are insured up to TRY 150,000.

Figure 8: Coverage and Limit of the Deposit Insurance

Turkish Lira, Foreign
Exchange, Precious Metals
Savings Deposit and
Participation Fund Accounts

Principals and Ancillaries

This Bylaw prescribes that the excessive interest applying 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 listed in
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 September 26, 2004,

»  Other deposits, participation funds and accounts identified by the Banking Regulation and Supervision Agency
are not covered by insurance.



25 | SAVINGS DEPOSIT
INSURANCE FUND

SDIF

2.35. 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 “Regulation 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 November 7,2006.

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 May 5, 2008. The risk-based insurance premium tariff took its final
shape upon the amendment made on September 29,2011, and revisions introduced on June 26,2013, April 9, 2015,

July 28, 2016, and September 25, 2019.

Risk Cri Threshold Values

1 Capital Adequacy 25
Capital Adequacy Ratio 20

- Consolidated 10-16 % I. Group 20

- Solo 10-16 % Il. Group 13

- Core capital 8-14 % Il. Group O
Asset Capital Multiplier 10-15 5-3-0
2 Asset Quality plo]
Group Loans Ratio 8-15 % 5-3-0
Non-performing Assets Ratio 1-3% 5-3-0
Cash Loan Concentration Ratio 20-30 % 5-3-0
Asset Growth Ratio 15-25 % 5-3-0
3 Profitability 10
Profitability Ratio 4-2 % 5-3-0
Efficiency Ratio 50-75 % 5-3-0
4 Liquidity 10
Average Maturity of Deposits/Participation Funds (Days) 70-50 5-3-0
Insured Deposits and Participation Funds Ratio 27-17 % 5-3-0
5 Other Risk Factors 35
Supervisory Rating 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
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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” for the lowest and “100” for the highest according to the
threshold values of each category.

As a result of the 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 Ratio (In ten thousand)

> 80 15
> 65 and < 80 17
> 50 and < 65 19
<50 23

Table 6: Premium Categories and Premium Rates

The insurance premium rate is calculated by adding 2 per ten thousand premium rate for credit institutions the size
factor for 2019 of which is TRY 263,144 million and above, and by adding 1 per ten thousand premium rate for
credit institutions the size factor of which is between TRY 109,643 million (including) and TRY 263,144 million
to the premium rates specified in the Table. The size factor consists of total assets, non-cash loans and guarantees,
and commitments (excluding recovable 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

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

Developments Regarding Insured Deposit and
Participation Funds

As of December 2019, 34 deposit banks and 6 participation banks operate in the banking sector with a total asset
size of TRY 4,188.5 billion. As at year-end 2019, the amount of deposits and participation funds with these credit
institutions increased by 26% to TRY 2,567 billion compared to the previous year, and accounted for 57% of the
total assets. The amounts covered by insurance increased by 46% compared to December 2018, reaching TRY 709
billion, and 28% of the total deposits and participation funds are covered by insurance.
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Chart 6: Total Deposit and Participation Funds and Insured Deposits and Participation Funds
* The CBRT's foreign exchange buying rates at the end of the year have been used in calculating the TRY equivalent of deposits and participation funds subject to
insurance in foreign currency.

** Participation funds before 2005 are not included in the amounts covered by insurance.
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As of the end of 2019, there are approximately 115 million real and legal persons’ deposit and participation fund
accounts in deposit and participation banks, excluding zero-balance accounts.

Number of Insured
Depositors
Deposit Banks 108,614,357 96,854,699

Participation Banks 6,373,119 4,906,101
114,987,476 101,760,800

Total Number of Depositors

Total

Table 7: Numbers of Total and Insured Depositors
* Deposit and participation fund holders with accounts in more than one bank are considered separately for each bank.

As of the end of 2019, 98,3% of depositors have deposits between TRY 0-150,000 in deposit banks. The amount
of the accounts in the mentioned range constitutes 21% of total deposits. Deposits ranging from TRY 150,001-
1,000,000, which belong to 1.5% of account holders, correspond to 24.2% of total deposits. The share of deposits
larger than TRY 1,000,000, which belong to 0.2% of account holders, is 54.8%.

Distribution of Total Amount of Deposits and the Distribution of the
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Chart 7: Distribution of Total Number of Deposits and Depositors by Tranches

As of the end of 2019, 97.3% of the account holders have participation funds in the range of TRY 0-150,000 in
participation banks. The amount of the accounts in the mentioned range constitutes 25.3% of the total participation
funds. Funds in the range of TRY 150,001-1,000,000, which belong to 2.3% of the account holders, correspond to
27.2% of the total participation funds. The share of participation funds larger than TRY 1,000,000, which belong
to 0.3% of account holders, is 47.6%.
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Distribution of Total Number of Participation Funds and
Participation Fund Holders by Tranches
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Chart 8: Distribution of Total Number of Participation 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 62.5% at the
end of 2019. The deposits and participation funds owned by account holders residing in Turkey accounted for TRY
2,388 billion, while the deposits and participation funds owned by account holders residing abroad amounted to
TRY 178 billion in 2019.

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 “Lawon the
Structures and Duties of the Undersecretariat of Treasury” (Law No0.4059) dated December 9, 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 and Duties of the Undersecretariat of
Treasury (Law No. 4059) dated December 9,1994 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 No0.6362” put into force and published in the Official Gazette (N0.28513) on
December 30, 2012.

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

The SDIF participated in the FinTech Country Report preparatory works conducted by the Financial Technologies
Sub-Working Group, which was formed by the Ministry of the Treasury and Finance, the BRSA, CBRT, CMB and
SDIF, and attended the fifth meeting of the Financial Technologies Sub-Working Group organised by the CBRT
in Ankara on January 18, 2019.

The Financial Stability and Development Committee (FIKKO) was established to replace the Financial Stability Committee (FIK) through the Law on Amendments
to Tax Laws No. 7161 and Certain Laws and Decree Laws, published in Official Gazette Issue 30659 of January 18, 2019.
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Accordingtothe Article 98 of the Banking Law, for the purpose of inter-institutional collaboration and communication
among institutions, the BRSA, the Ministry of the Treasury and Finance, the Ministry of Development, the SDIF
and the CBRT exchange opinions and information on subjects in their respective fields and share information
stored on the databases of BRSA, CBRT and SDIF subject to confidentiality terms. .

In addition, the Financial Sector Commission (FSC) was established pursuant to the Article 99 of the Banking
Law with the participation of the representatives from BRSA, the Ministry of the Treasury and Finance, 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 policyproposals and to express views on the issues concerning the future of the financial sector in order to
ensure confidence, stability and development in financial markets. The SDIF attended the ordinary meetings of the
Financial Sector Commission held on May 2, 2019 and November 5, 2019.

Another platform under the Banking Law is the Coordination Committee, which was established in accordance
with the Article 100, and is responsible for cooperation in sharing the necessary information on the general status
of the banking system, measures to be taken following the inspection of credit institutions, and data on credit
institutions to serve as a basis for the calculation of a risk-based insurance premium. The Coordination Committee,
which brings together the President and Vice Presidents of the BRSA and the SDIF , meets at least quarterly. In
2019, the SDIF attended the meetings of the Coordination Committe held on March 26, 2019, June 26, 2019,
October 1, 2019 and December 25, 2019.

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 2019.

The SDIF attended, the “Istanbul Finance Centre Action Plan Workshop” meeting held in Istanbul under the
coordination of the Republic of Turkey Presidency Finance Office on June 11-12, 2019.
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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 87 members in total. In addition, the SDIF contributes
to 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 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 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 were 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, Council and Technical Committee
Meetings, in the Annual General Meeting and workshops, seminars and conferences held by the IADI throughout
the year 2019.

The TADI 18th Annual General Meeting, 60th Executive Council Meeting, Council Committee, Technical
Committee and Regional Committee Meetings, as well as the Annual Conference on “Realizing Reforms: What
Has Changed in Deposit Insurance Systems Since the Crisis?” were hosted by the SDIF in Istanbul on October
7-11, 2019. More than 220 top-level foreign representatives from 102 institutions in 84 countries participated in
the Meetings.

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 order

to promote cooperation in deposit insurance across Europe, (

contribute to the stability of the financial system and share oF _-EFDI EUROPEAN FORUM
information about common interests and respective areas. The ..ﬂ, s GEDECCENT IR

EFDI has 72 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 attended the 2019 Annual General Meeting of EFDI, the Working Group Meetings, and the Conference
on “Deposit Insurance in Europe — Redrawing the Map” hosted by the Bosnia-Herzegovina Deposit Insurance
Corporation in Sarajevo, Bosnia-Herzegovina on September 25-28, 2019.
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Other International Activities

In 2019, the SDIF continued its efforts to improve communication and cooperation, and share knowledge and
experiences, in deposit insurance and resolution with deposit insurers and related corporations / institutions of
other countries in addition to the IADI and EFDI.

The representatives of the SDIF attended a workshop on “Resolution Fund” organized by the World Bank officials
at SDIF premises on June 18, 2019.

The representatives of the SDIF held a meeting with the officials of the European Bank for Reconstruction and
Development (EBRD) on March 21, 2019 regarding the SDIF’s resolution operations and ongoing work on the
changes in the Banking Law.

The representatives of the SDIF held a meeting with the officials of the International Monetary Fund (IMF), and
made a presentation on the current situation in bank resolution and the planned changes.

The SDIF attended the 11th Round Table Meeting of the Deposit Insurance Corporation of Japan (DICJ) on March
12-14, 2019 in Tokyo, Japan and made a presentation.

The representatives of the SDIF held a meeting with the officials of the Organisation for Economic Co-operation
and Development (OECD) at SDIF premises on November 21, 2019 within the scope of the preparations for the
2020 Turkey Country Report of the Economic and Development Review Committee (EDRC) under the OECD.

The SDIF responded to a set of questions relating to the Prospectus prepared for renewing the record with the U.S.
Securities and Exchange Commission (SEC) to ensure bond issuances through public offerings in the US securities
market to meet Turkey’s foreign financing requirements.

G20 and FSB Operations:

Serving as a G20 and FSB member, Turkey actively participates in the works carried out by both organizations and
contributes to the development of international regulations and standards.

In line with the resolutions adopted at the G20 Leaders’ Summits, compliance with international standards and
policies adopted by the FSB, and the level of implementation and effectiveness of these regulationsare reviewed
regularly. For this purpose, FSB conducts country peer reviews 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.
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3.1. Resolution Process

In accordance with the provisions of Article 71 of the Banking Law, the Banking Regulation and Supervision
Agency (BRSA) may revoke the operating licence of a problematical bank, or transfer the partnership rights, ex-
cept for dividends, and management and supervision of the bank to the SDIF (Figure 10).

Resolution of the BRSA

Revocation of the Bank’s Transfer of the Shareholder Rights Except
Operating Licence Dividents to the SDIF

Temporary Suspension of the
Bank’s Operations

Payment of Insured Deposits |

/ Participation Funds Transfer of assets / Take Over of the Request BRSA for

insured deposits / Bank’s Shares revocaiton of the
participation funds operating licence

Issuing of Bankruptcy |
Decree for the Bank |

Transfer of Assets
and Liabilites or
Merger of the Bank
Liquidation Process With Another Bank

Rehabilitation of the
Bank’s Financial
Structure

| Transfer | | Merger | | Sale |

Figure 10: Bank Resolution Process

If a bank’s operating license is revoked, the Bank’s management and supervision is transferred to the Fund in
accordance with the provisions of Article 106 of the Banking Law. The Fund determines the amount of the insured
deposit or insured participation fund in the Bank and pays it to beneficiary depositors, and requests the bankruptcy
of the bank directly instead of the depositors. In the event that an order in favour of the bank’s bankruptcy is made,
the Fund participates in the bankrupt’s estates as a privileged creditor, and the bankruptcy office liquidates the
bank with the duties and powers of the creditors meeting and the bankruptcy administration.

In the event that a bank’s partnership rights, except for dividends, and management and supervision is transferred
to the Fund, in accordance with the provisions of Article 107 of the Banking Law, the Fund shall be authorised to;

«  Transfer the assets, organization and personnel, and the deposits and participation funds subject to insurance,
to another bank, and to request the BRSA to revoke the bank’s operating licence,

»  Take measures such as increasing the capital for the purpose of strengthening and restructuring the financial
structure of the bank, placing deposits in the bank, purchasing subsidiaries, property and other assets,
transferring the shares, assets and liabilities of the bank, and merging the bank with another bank, provided
that the majority or all of the shares are owned,

*  Request the BRSA to revoke the Bank’s operating licence.

*  The Fund should use all of these powers in line with the principles of maintaining the stability and reliability
of the financial system, and ensuring cost-effectiveness.
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3.2. Resolution Operations

As a result of the problems experienced in the Turkish banking system since 1994 and the economic crises
experienced in 1998 and the following years, the operating licence of 5 banks in the system were revoked, and
bankruptcy orders were made against them, while the shareholding rights, except for dividends, and the management
and supervision of 21 banks were transferred to the Fund. The operating licence of one of the 21 banks in question
was cancelled in 2016 upon the Fund’s request, and the number of the banks with revoked operating licence is
currently six.

In addition to its activities aimed at improving bank resolution processes, the Fund also actively carries on
duties regarding liquidation, resolution and recovery of the banks, shareholding rights, except for dividends, and
management and supervision of which have been transferred to the Fund as well as the banks, operating permits
of which have been revoked and were declared bankrupt.

3.3. Banks with Revoked Operating Licence

Table 8 presents the current situation as of December 31, 2019 relating to banks for which bankruptcy orders
were issued by means of cancelled permits to carry out banking transactions and to accept deposits, along with
bankrupt’s estates. The bankrupt Kibris Kredi Bankasi Ltd. is not included in the table as its liquidation process
ended on December 31, 2015.

Banks with a Revoked Operating Licence and an Order of Bankruptcy

Sum of Legal Interest
. Number Paid Paid After the
Bank Name Revocation Bankruptcy of Credit Ap;?roved Capital Bankruptcy
Date Date Receivables' o
Entry - (TRY million) Date?
(TRY million) -
(TRY million
Marmara Bank 4/20/1994 6/5/1995 1,533 17.3 17.3 43.5
TYT Bank 4/11/1994 2/2/1996 951 225 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 13,150 21,237.263 1,682.82 -
Asya Katilim Bankasi 7/22/2016 11/16/2017 3,040 1,392.81 677.4 -

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

1. Pursuant to Article 195 of Execution and Bankruptcy Law no. 2004, interest accrued on receivables up to the bankruptcy date is included in the credit entry
amounts. Interest accrued after the bankruptcy date is not included.

2. Pursuant to Article 196 of the Execution and Bankruptcy Law no. 2004, legal interests accrued on the accepted credit entry amounts after the bankruptcy
date may be paid if there remains a balance with the bankrupt’s estates following the payment of the credit entries.

3. The amount of TRY 1,164.1 million set off against the debt owed to the Ministry of Finance, which was obtained by the commercial and economic entity sale
of the assets belonging to the Uzan Group by the SDIF and the transfer of such amount to the Ministry of Finance in accordance with Banking Law no. 5411
amended by Law No. 5472 is included in the amount of the entry.

The payments made by the Fund for the insured deposits in banks with a revoked license to operate, along with
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.




37 | SAVINGS DEPOSIT

INSURANCE FUND

SDIF

Resources Transferred by the Fund within the Scope of Insured Deposit

Payments, and Repayments Made by Bankrupt’s Estates to the Fund
(As at 31.12.2019) (TRY)

Amount of Legal Fund's Fund's
Fund’s Capital Paid Integr’est Remaining Remaining
Resources Receivables to the Paid to the Receivables Interest
Transferred Registered Fund by Fund b from Receivables
by the Fund with Bankrupt’s Bankru ¥’s Bankrupt’s from Bankrupt’s
Bankrupt’s Estates EstatZS Estates Estates
Estates’ (Capital) (Legal Interest)?
Marmara Bank 4,574,557 5,693,545 5,693,545 5,465,235 - -
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 - -
imar Bankasi** 8,629,977,1404 13,051,816,854 1,611,147,116 - 1,440,669,738 16,543,850,764
Asya Katilim*** 974,402,306 677,416,276 677,416,276 - - 42,410,718
9,636,829,810 | 13,762,658,940 2,321,989,202 22,610,964 [11,440,669,738 16,624,167,199

Table 9: Resources Transferred within the Scope of Insured Deposit Payments, and Repayments Made by Bankrupt's Estates to the Fund

1. Interest accrued on the amount of funds transferred by the Fund to the bank pursuant to Article 195 of Execution and Bankruptcy Law no. 2004 was included
in the Funds receivables registered with the bankrupt’s estate.

2. Amounts of the interest accrued on the Fund s receivables registered with the bankrupt s estate during the period following the bankruptcy date are shown in
this column. Pursuant to Article 196 of the Execution and Bankruptcy Law no. 2004, the legal interests accrued on the accepted credit entry amounts after
the bankruptcy date may be paid if there remains a balance with the bankrupt s estates following the payment of the credit entries.

3. Regarding the payments made to the savings deposit holders after the Bank's operating permit was revoked, due to the repayment of TRY 1,954,163.87 in
total by the temporary management of T. Emlak Bankast before the bankruptcy date, this portion was not included in the receivables registered with the
bankrupt’s estate.

4. The amount of income tax paid is included in this amount, and represents the total outflow of funds from the Fund (excluding the CPI interest amount accrued
after the transfer).

* The amount of principal and interest paid includes the set-off payment of TRY 3,526,165.32 from the collections made by the Fund from the files taken over

in accordance with Article 245 of the Execution and Bankruptcy Law.

The amount of principal paid includes the set-off payment of TRY 1,389,906,083,03, including the collection of the amount for mortgages and commercial

made by the Fund, the collection made from the Uzan Group, and the collection of excess amounts erroneously paid to depositors.

After the operating permit was revoked, the Fund transferred TRY 974,402,305.79 to the insured participation fund holders on 12.02.2016. A total amount of

TRY 391,020,910.37 (Principal TRY 363,634,314.42; Interest TRY 27,386,595.95) was repaid by the bankrupt bank to the Fund before the bankruptcy date.

ok
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Imar Bankast: A total fund transfer of TRY 2,094.06 including interest and tax was made to two depositors within
the scope of the 40th stage payment for the accounts with imar Bankasi covered by deposit insurance.

In addition, Law No. 5667 on the payment of the amounts collected under the name of GDS sale in the secondary
market in spite of the absence of GDS as provision was published in Official Gazette Issue 26537 of 05.30.2007,
and Cabinet Decree No. 2007/12398 of 07.13.2007 issued pursuant to this Law was published in Official Gazette
Issue 26589 of 07.21.2007, after which both were brought into effect. In accordance with the provisions of said
Law and Cabinet Decree, the Fund was entrusted with the task of paying these amounts to the beneficiaries.

A total of 22,517 investors at Imar Bankasi have 26,140 transactions in 22,095 accounts, and the total transaction
amount is TRY 728 million. In this scope, payments to the rightful owners started on 10.08.2007, while no payment
was made in 2019. Until 31/12/2019, a total of TRY 966,36 million including interest and tax for an amount of
transactions of TRY 725,8 million was made in 61 stages.

Banks Transferred to the Fund

Information on the 21 banks in the Turkish banking system the shareholding rights except for dividends, and the
management and supervision of which have been transferred to the Fund are shown in Figure 11. Recovery efforts
under the Birlesik Fon Bankasi A.S. and the Tiirk Ticaret Bankasi A.S. legal entities are currently underway, and
the liquidation procedures have been commenced for Bank Asya, the operating licence of which was revoked in
2017 and which was declared bankrupt.

Banks Merged Banks Sold & Transferred

Bank Ekspres Sale: 06.30.2001

Egebank (12.12.1998)

(12.21.1999)

Yurtbank
(12.21.1999)

Merger Siimerbank Sale: 08.09.2001
(12.211999)

Demirbank Sale: 09.20.2001
(12.06.2000)

Sitebank Sale: 12.21.2001
(07.09.2001)

Tarisbank Sale: 10.21.2002
(05.23.2002)

Pamukbank Transfer: 10.13.2004
(06.18.2002)

Yasarbank
(12.21.1999)

Bank Kapital
(10.27.2000)

Ulusalbank
(02.28.2001)

interbank

(01.07.1999) Merger Etibank
Esbank (10.27.2000)

(12.211999) Banks With an Ongoing Resolution Process

. i o . Revocation of
Tuer Tll(caret Liquidation Turk Ticaret Bankasi Liquidation
Merger (11%%4133'7) 08.14.2002 in Liquidation 06.19.2013
iktisat Bankasi
(03.15.2001) Merger Change of Title: 12.07.2005
Bayindirbank
Kentbank (07.09.2001)
(07.09.2001)

EGS Bank
(07.09.2001)

TYT
Marmara

Toprakbank
(11.30.2001)

Bankruptcy: 1994-2002
Impex

Kibris Kredi
Imar

nt the date of transfer Bank Asya Bankruptcy: 11.16.2017
e e (05.29.2015)

Figure 11: Banks the Shareholdings Rights Except for Dividends of Which Were Transferred to the Fund

(*In ) 1997 Tiirk Ticaret Bankast, in 1998 Bank Ekspres, in 1999 Egebank, Yurtbank, Yasarbank, Siimerbank, Interbank and Esbank, in 2000 Bank Kapital, Etibank
and Demirbank, in 2001 Ulusalbank, Sitebank, Toprakbank, Bayindirbank, Kentbank, EGS Bank and [Iktisat Bankast, in 2002 Tarighank and Pamukbank, and in
2015 Bank Asya were transferred to the Fund.
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Birlesik Fon Bankasi The main subject of operations of the bank, all shares of
which belong to the Fund, is the liquidation of the assets and liabilities transferred
to it. To this end, the Bank continued its activities to increase liquidity in 2019 as
well.

According to the bank’s balance sheet dated 12.31.2019, the independent audit
process of which continues as of the reporting date, the bank’s total assets amount
to TRY 3,483.58 million, and its liquid assets amount to TRY 580.87 million. As at
the same date, the bank’s shareholders’ equity is TRY 709.78 million, and its profit
for the period is TRY 135.05 million.

Tirkbank: The physical liquidation of Tiirkbank, the licence to conduct banking
operations and to accept deposits of which was revoked by the BRSA, was actually
commenced in 2003. A decision was made in favour of suspending the liquidation
of the Bank when the legally disputed matters and the Bank’s generation of loss
were removed within the scope of the operations aiming at resolution. The Bank,
the title of which was registered as “Tiirk Ticaret Bankas1 A.S.” in 2013, continues
its operations as a Joint Stock Company under applicable legislation.

While the asset size of the Bank, 98.5% of the shares of which belong to the Fund,
amount to TRY 233.02 million, its liquid assets reach TRY 219.55 million, its
shareholders’ equity TRY 207.65 million, and its profit for the period TRY 12.56
million as at 12.31.2019.

Bank Asya: Pursuant to Resolution No. 2015/27 of 02.03.2015 made by the
Fund Board within the scope of Resolution No. 6187 of 02.03.2015 of the BRSA,
it was decided that the shareholding rights, except for dividends, of the preferred
stock of Bank Asya belonging to 123 shareholders should be used by the Fund in
accordance with paragraph five of Article 18 of the Banking Law, within which
scope the use of the shareholding rights by the Fund was commenced through new
appointments to the Bank management.

Subsequently, upon Resolution no. 2015/51 0f 03.05.2015 made by the Fund Board
within the scope of Resolution no. 6027 0f 02.27.2015 by the BRSA, it was decided
that the shareholding rights of two shareholders, the right to exercise which were
brought under the Fund’s responsibility through the previous resolution, should be
exercised by the Fund pursuant to Article 18, paragraph seven of the Banking Law.

In the following, upon Resolution no. 6318 of 05. 29.2015 by the BRSA, it
was decided pursuant to Article 71, first paragraph, item (b) of the Law that the
shareholding rights except for dividends, and the management and supervision
of Bank Asya should be transferred to the Fund for the purpose of its partial or
full transfer, sale or merging, provided that the loss is deducted from the existing
shareholders’ capital, and the Bank’s shareholding rights except for dividends, and
its management and supervision started to be exercised by the Fund pursuant to
Resolution no. 2015/134 of 05.29.2015 by the Fund Board.
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Within the scope of the resolution efforts conducted with respect to Bank Asya, it was decided that 183,600,000
shares, corresponding to 51% of the Bank’s qualified group (A) shares totalling 360,000,000, should be identified
as the minimum amount to be put out for sale, and that such amount should be offered for sale, and, as no bids
were placed at the tender held in this repsect, the Bank’s sale process was terminated, the Bank’s operations being
suspended as from 07.18.2016 pursuant to Article 107, paragraph two of the Banking Law, and afterwards, upon
the Fund’s request, the Bank’s operating permit was revoked upon Resolution no. 6947 of 07.22.2016 made by
the BRSA.

In accordance with Article 106 of the Law, liquidation procedures were initiated against Bank Asya, the operating
permit of which was revoked upon said resolution. In this scope, work aiming at identifying the participation funds
with Bank Asya that were under coverage were completed, and funds amounting to TRY 974,402,305.79 was
transferred to Vakif Katilim Bankasi A.S. on 12.03.2016 to be paid to the beneficiaries within this scope.

On the other hand, upon Resolution no. 397 of 12.22.2016 by the Fund Board, it was decided that the bankruptcy
of Bank Asya, as creditor due to the insured participation fund paid by the Fund pursuant to Article 106, paragraph
three of the Banking Law, should be requested from the court, upon which an action was filed requesting the
direct bankruptcy of the Bank under file no. 2017/41 E of the Istanbul 1st Commercial Court of First Instance.
Thereupon, the order issued by the Court on 11.16.2017 declared the Bank bankrupt, and that the bankruptcy should
commence on 11.16.2017 at 15:28, and the court appointed trustees in bankruptcy upon the Fund’s suggestion. The
bankruptcy procedures for the Bank are carried out by the Bankruptcy Administration under Fund’s supervision
and inspection.

The entire principal receivables from Bank Asya was collected through the collection, within 2018, of TRY
677,416,275.64, which was the balance of the Fund’s receivables as at 11.16.2017, arising from the payment of
the insured participation funds with Bank Asya to the beneficiaries, and which was recorded under credit number
2204 on rank 3/2 of the rank table announced under file no. 2017/14 of 05.28.2018 of the Istanbul 1st Bankruptcy
Directorate.

Offshore Payments Made with Respect to Banks Transferred to the Fund

In 2019, within the scope of judicial decrees concerning offshore debt actions relating to the sold Fund Banks, a
payment of TRY 13.13 million was made for 187 people in connection with Yurt Security Offshore Bank Ltd.,
TRY 8.77 million was paid for 36 people in connection with Egebank Offshore Ltd., TRY 5.24 million was paid
for 25 people in connection with Efektif Bank Offshore Ltd., totalling an amount of TRY 27.14 million paid for
248 people, information on which is presented in Table 10.

In addition, as of 12.31.2019, the total payment for offshore actions amounted to TRY 464.02 million (USD 174.96
million).

Offshore Payments in 2019 (TRY)

ING Bank A.S. Execution Office Total
Egebank Offshore Ltd. 8,204,286 563,649 8,767,935
Efektif Bank Offshore Ltd. 5,161,209 85,778 5,246,987
Yurt Security Offshore Bank Ltd. 12,921,771 206,508 13,128,279
Total 26,287,266 855,935 27,143,201

Table 10: Offshore Payments
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3.5. Recovery Operations

As a result of the follow-up procedures conducted within the framework of the powers granted to the Fund by the
Banking Law and Law No. 6183 on the Procedure for the Collection of Public Receivables, significant progress
has been made in the effective collection of public receivables. As at 12.31.2019, the total collection amount
the Fund obtained from resolution revenues reached USD 23,114 million including financial revenues. USD 91
million of this amount was realised in 2019.

The collections including the financial revenues obtained from resolution operations aimed at recovering the funds
transferred by the Fund to banks are demonstrated in Chart 9 by years.

Distribution of Resolution Revenues by Year (Million USD)
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Chart 9: Distribution of Resolution Revenues by Year

USD 41 million of the resolution revenue generated in 2019 consists of non-performing loans, USD 1 million
of subsidiaries, real estate and assets, and USD 26 million of banks within the body of the Fund. In addition, as
of 12.31.2019, the total financial revenue generated by the valuation of the Fund’s resolution operations reserve
reached USD 1,019 million, USD 15 million of which was realised in 2019. Information on these collections and
incomes is provided in Table 11.

Distribution of Resolution Revenues (Million USD, Gross)'

2019 Cum3l";!'?£‘2,g1a; at
Resolution Operations Revenues (Gross)? 76.75 22,094.86
Collections from Non-performing Receivables 40.96 17,397.00
Collections from Subsidiaries 0.09 738.09
Collections from Real Estate and Movables 0.96 1,057.58
Collections from Banks within the Fund 25.55 2,642.41
Collections taken in Consignment 7.46 230.00
Other Collections 1.72 29.78
Financial Revenues 14.62 1,019.04
Total 91.37 23,113.89

Table 11: Distribution of Resolution Revenues

! The amounts in the table are calculated based on the cash transactions of the SDIF.

2 Gross collection amounts were taken into consideration in the resolution revenues. Transactions such as returns, payments, etc. made from the
collections were not discounted.
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3.6. Operations Relating to the Collection of the Fund’s
Non-performing Loans

Within the framework of the powers granted to it by the Banking Law, the Fund carries out follow-up and collection
transactions relating to receivables arising from the abuse of the funds of the banks, the operating licence of which,
except for dividends, has been revoked or the shareholding rights of which have been transferred to the Fund, and
from the under-declaration of the deposits and participation funds subject to insurance, as well as receivables that
have been assigned, and other receivables. The principles and procedures regarding the follow-up and collection
of the Fund’s receivables are regulated by the Bylaw on the Principles and Procedures Governing the Follow-
up and Collection of Savings Deposit Insurance Fund Receivables published in Official Gazette Issue 26396 of
01.07.2007.

As at end of 2019, the SDIF took over 208.1 thousand receivables files amounting to TRY 8.83 billion from banks
within the scope of bank resolution operations, and by other means.

The net collection amount obtained within 2019 in connection with non-performing loans (after the deduction of
refunds, payments, etc. from said collections, and the addition of in-kind collections from debtors) was realised as
USD 107.08 million, and the total net collections as of December 31, 2019 was USD 9,270.62 million.

Detailed information regarding the collection amounts in question is given in Table 12.

Collections in Cash and Kind in 2019 for the SDIF’s Non-Performing Loans

(Million USD, Net)'

T
From Bank’s Majority Shareholders 104.93 7,977.30
From Files of Corporate Receivables 1.89 1,163.38
From Files of Personal Receivables 0.26 129.94
Total 107.08 9,270.62

Table 12: Collections from Non-performing Loans

! Net collection amounts were taken into consideration in calculating the amounts in the table. Amounts arising from transactions such as refunds, payments, etc.

made from collections were deducted from the collections.

3.6.1 Receivables Relating to Banks’ Majority Shareholders

The SDIF collects its receivables arising from the majority shareholder receivables it took over, and its receivables
from majority shareholders arising from the abuse of bank funds by means of carrying out follow-up procedures,
signing protocols or FRAs with the majority shareholders in question, and exercising other powers granted to the
SDIF by banking legislation within the scope of Laws No. 2004 and 6183.

The SDIF agrees with bank majority shareholders on the amount of debt and the repayment condition, and makes
significant progress in ensuring the collection of public receivables at maximum level. Within this framework,
part of the protocols signed with bank majority shareholders, with which the SDIF is in a credit relationship, are
closed by payment. In the event that the majority shareholders fail to fulfil their obligations, legal powers relating
to default are exercised.

The net collection amounts obtained from banks’ majority shareholders as of December 31,2019 are shown in
Table 13.
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Net Collections from Banks’ Majority Shareholders

Net Collection Amount (million USD)’

Name of Bank Majority Shareholder Group Total as of
2019 31.12.2019
Sitebank Siirmeli Group - 12.30
Yasarbank Yasar Group - 270.69
Kentbank Siizer Group - 188.16
Demirbank Cingilli Group - 103.43
Siimerbank Garipoglu Group - 383.10
Pamukbank Cukurova Group - 2,246.53
interbank? Cukurova Group 15.62 169.57
interbank Caglar Group 83.63 684.01
Bank Kapital Ceylan Group 0.03 71.79
EGS Bank® EGS Group 1.53 118.36
TYT Bank Lapis Group - 3.53
Yurtbank Balkaner Group - 333.16
Etibank3* Medya Group - 951.57
Esbank Zeytinoglu Group - 420.65
Bayindirbank® Bayindir Group 0.17 81.71
Toprakbank Toprak Group - 395.44
Bank Ekspres Korkmaz Yigit Group 0.25 84.44
iktisat Bankasi® Erol Aksoy Group 0.28 242.43
imar Bankasr’ Uzan Group 213 1,017.31
Egebank Demirel Group 1.29 182.38
Tiirkbank® TTB Munzam Vakfi - 16.74
Total 104.93 7,977.30

Table 13: Net Collections from Banks’ Majority Shareholders
1. The collection amounts represent the in-kind and cash net collections made from groups. Refunds from collections have been deducted from the amounts.

Indicates the amount of collection made from the Cukurova Group in connection with the bank funds, the principal of which was USD 249 million, made
available to the Cukurova Group companies during the sale of Interbank to the Nergis Group.

3. Funds made available by the Fund to allow the meeting of legal obligations to the Group companies have been deducted from total collection figures (Erol
Aksoy Group USD 17.82 million, Media Group USD 6.97 million,).

4. The amount of USD 682.79 million was transferred to the Ministry of the Treasury and Finance in 2011 within the framework of the Fund's share from
the sale price of the ATV-Sabah Commercial and Economic Entity, which was tendered at USD 1.1 billion on 12.05.2007, and was included in the Group's
collection amounts.

5. The USD 26 million part of the sales price of USD 77.05 million for the Sagra Commercial and Economic Entity, which was formed from the assets belonging
to the Group companies and tendered on 09.25.2007, was transferred to the Ministry of the Treasury and Finance within the framework of the Fund share
(USD 6 million in 2008, USD 12 million in 2011, and USD 8 million in 2015), and was included in the Group's collection amounts.

6. The USD 1.71 million part of the EGS Group collection is the Gii¢birligi Group collection.

7. The gross collection amount obtained as a result of the follow-up and sales carried out in relation to Uzan Group was USD 7,614.17 million, and the USD
6,556.33 million portion of this amount was transferred to third parties and public corporations and institutions, while a USD 40.53 million portion will
be transferred within the scope of the rank table to be formed following the conclusion of the tender cancellation actions. The balance is given in the table.

8. Tiirk Ticaret Bankast and Tarisbank's controlling shareholders have no cash liability taken over by the Fund. The follow-up procedures for Tarisbank’s non-
cash risks and Tiirk Ticaret Bank's receivables arising from its subsidiaries continue.
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The significant developments occurring in 2019 and the current situation relating to these majority shareholder
groups have been summarised below:

Siirmeli Grubu — Sitebank

e The Fund’s receivables from the Group were liquidated in 2005 within the framework of the protocol signed
with Siirmeli Group, and cash collections.

»  The total collection amount obtained from the group as of 12.31.2019 is USD 12.30 million.

Yasar Grubu — Yasarbank

*  Yasar Group’s cash debt subject to the protocol was collected in cash and in lump sum in 2006, and closed.
The monitoring of the Group’s non-cash risks continues.

*  The total collection amount obtained from the group as of 12.31.2019 is USD 270.69 million.
Siizer Grubu — Kentbank

e Siizer Group’s cash debt under protocol was liquidated in 2007 through a cash and lump sum payment, and
the monitoring of non-cash risks continues.

e The total collection amount obtained from the group as of 12.31.2019 is USD 188.16 million.
Cingilli Grubu — Demirbank

*  Cmgilli Group’s cash debts to the Fund were liquidated in 2007 as a result of collections made under a
protocol.

*  The total collection amount obtained from the group as of 12.31.2019 is USD 103.43 million.
Garipoglu Grubu - Siimerbank

e The cash receivables of the Fund from the Garipoglu Group were collected under two additional protocols
signed in 2010. The cash receivables of the Fund from the Garipoglu Group were collected under two
additional protocols signed in 2010. 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.

e The total collection amount obtained from the group as of 12.31.2019 is USD 383.10 million.
Cukurova Grubu — Pamukbank :

*  The cash receivable of the Fund from the Cukurova Group, subject to the Master Contract of 01.31.2003, has
been restructured and included in a payment plan through the Supplementary Contract signed on 08.04.2004,
and has been collected on 11.25.2005 together with interest and other ancillaries.

e The instalment dated 10.01.2012 under the protocol signed on 05.15.2009 with the Cukurova Group for the
collection of the amount of the instalment dated 11.30.2012 under the Supplementary Protocol involving the
payment, to the Fund, of the debts, the resolution of which were left to the outcome of the court order, as well
as other issues, signed on 10.01.2007 to constitute a part of the Master Contract, and the bank fund of USD
249 million relating to the sale of Interbank to the Nergis Group were not paid by the end of the grace periods
set forth under both contracts.
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*  Within this framework, the previously suspended proceedings relating to 27 Cukurova Group companies
and five executives, who are members of the same Group, were restarted. In addition, the management of
23 Cukurova Group companies was taken over by the Fund, 21 of which were debited, and proceedings
were initiated against them under Law No. 6183. Various securities, real estates and rights and receivables
belonging to the Group’s real and legal debtors, the proceedings for which were resumed or started new, were
confiscated.

*  USD 169.57 million was collected from the Cukurova Group as of 12.31.2019 within the scope of the Protocol
05.15.2009 signed for the collection of the bank resources made available to the Cukurova Group companies
during the sale of Interbank to the Nergis Group.

*  During 2019;

- The total amont of USD 15.09 million collected within the scope of the Millenicom and Digitlirk sales,

- The amount of USD 288.72 thousand collected as the sale price of the Artron Tasarim Uretim Elektronik
Ticaret A.S. shares,

- The USD 99.62 thousand collected as the dividend revenue of the Cukurova Holding A.S. shares in
Genel Enerji PLC, and

- The USD 79.53 thousand collected as the dividend revenue of the Cukurova Holding A.S. shares in
Turkeell Iletisim Hizmetleri A.S. at a total of USD 15.62 million was collected with respect to the
Group’s debts to the Fund.

*  The total amount of collections obtained as of 12.31.2019 in connection with the Cukurova Group’s debts
stemming from Pamukbank and Interbank reached USD 2,416.10 million.

Caglar Group — interbank

* A protocol was signed with Caglar Group on 02.01.2019 for the liquidation of its debts to the Fund, under
which a collection of TRY 445.21 milllion (USD 83.63 million) was collected from the Group, by which its
debts to the Fund were liquidated.

*  The total amount of collections made from the Group from the date of its transfer to the Fund to 12.31.2019
amounted to USD 684.01 million.

Ceylan Group - Bank Kapital

*  Signed among the Group Ceylan, the SDIF and other creditor institutions on 05.02.2003, the FRA still remain
in force.

* In 2019, USD 27.45 thousand was collected from the majority shareholder and affiliates, and the total amount
of collections reached USD 71.79 million as of 12.31.2019.

EGS Group - EGS Bank

»  Within the scope of the protocol signed with EGS Group on the collection of the Fund’s receivables on
06.08.2011, the collection and liquidation of the debts continue.

e In2019, USD 1.53 million was collected from the Group, and as of 12.31.2019, total collections amounted to
USD 118.36 million.

Lapis Group - TYT Bank

*  Within the scope of the protocol signed with Lapis Group on the collection of the Fund’s receivables in 2007,
the collection and liquidation of the debts continue.

e The total amount of collection is USD 3.53 million as of 12.31.2019.
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Balkaner Group — Yurtbank :

e The follow-up proceedings and collections continue against the concerned individuals and companies within
the framework of Article 15, paragraph 7-b of Repealed Law No. 4389 on Banks and Article 134 of Banking
Law No. 5411 regarding third parties and companies to which bank funds were transferred by the Bank’s
majority shareholder Ali Avni Balkaner.

*  The total amount of collection obtained from Balkaner Group and related third party debtors amounted to
USD 333.16 million as of 12.31.2019.

Medya Group — Etibank
»  Efforts are ongoing to ensure the collection of the SDIF’s receivables from the Medya Group.

e The previous collection of USD 33.85 million in relation to certain debt items for which the Medya Group is
held responsible is subjected to follow-up under corporate receivables collections.

*  The total amount of collection obtained from Media Group and related third party debtors amounted to USD
951.57 million as of 12.31.2019.

Zeytinoglu Group - Esbank

*  Follow-up and collection procedures are in progress for the liquidation of Zeytinoglu Group’s debts to the
Fund.

*  The total amount of collections from the Group and the Fund subsidiary companies as of 12.31.2019 is USD
420.65 million.

Bayindir Group - Bayindirbank :

e The FRA, which was signed between Bayindir Group, the Fund and 16 other creditor banks and financial
institutions on 10.25.2002, became problematic, and it was resolved through the Fund Board’s Resolution
dated 12.27.2012 to apply the default provisions for the Group. Pursuant to the decision of the Fund Board,
legal proceedings against the debtors and their legal representatives are continuing within the scope the Law
no. 6183.

* In 2019, a total of USD 169.77 thousand was collected from the companies affiliated with Bayindir Group,
and the collections made from the Group have reached USD 81.71 million as at 12.31.2019.

Toprak Group — Toprakbank

e Asecond supplementary protocol was signed on 06.08.2012 between Toprak Group and the SDIF in addition
to the master protocol of 04.18.2004 and the supplementary protocol of 02.06.2008. The debts identified
in the mentioned protocols and the transfer of funds and other debts arising after these protocols have been
liquidated.

e The total amount of collection made from the Group is USD 395.44 million as of 12.31.2019.

Korkmaz Yigit Group - Bank Ekspres

e The follow-up and collection procedures regarding the Fund receivables from Korkmaz Yigit Group are
underway.

e Collections at the amount of USD 254.22 thousand were made from the Group in 2019, and the total amount
of collections as of 12.31.2019 has reached USD 84.44 million.
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Erol Aksoy Group - iktisat Bankasi

* Legal follow-up procedures have been carried out within the scope of repetitive Article 35 of Law no. 6183
and Article 15-7/b of Law no. 4389.

* In2019,USD 280.92 thousand was collected from the Group, and as of 12.31.2019, total collections amounted
to USD 242.43 million.

Uzan Group - imar Bankasi

»  The follow-up and collection procedures continued pursuant to the provisions of Article 15 of repealed Law
No. 4839 on Banks, amended by Law No. 5354, for the confiscated goods, rights and assets confiscated
pursuant to the provisions of the Law No. 6183.

*  The gross collection made from the Group was USD 7,614.17 million as of 12.31.2019, and a total of USD
6,556.33 million was transferred to third persons and public corporations and institutions pursuant to the
provisions of Article 134, paragraph 5 and Provisional Article 24 of Banking Law No. 5411 amended by Law
No. 5472 on Amendments to the Banking Law. In addition, the collection of USD 40.53 million monitored
in the distribution accounts will be shared according to the rank tables that will be established following the
conclusion of the cases related to various objections.

¢ In 2019, a total of USD 2,13 million was collected from the Uzan Group, and as of 12.31.2019 the total net
collection amount reached USD 1,017.31 million.

Demirel Group — Egebank

*  Inconnection with the debts of Demirel Group, the majority shareholder of Egebank A.S., which was assigned
to the Fund, follow-up and collection proceedings are underway against both the controlling shareholders
group and the real and legal persons acquiring / making available the bank funds, and in 2019 a total of USD
1.29 million was collected from the Group.

*  The total collection amount obtained from the group as of 12.31.2019 is USD 182.38 million.
TTB Munzam Vakfi - Tiirk Ticaret Bankasi:

*  The collection and liquidation of the debts taken over from Tiirkbank subsidiary Tasfiye Halinde Ticaret
Factoring Hizmetleri AS continue, and the amount of collection as of 12. 31.2019 is USD 16.74 million.

Procedures Carried Out Under Law No. 6183

The power to implement Law No. 6183, which allows public administrations certain powers that speed up the
collection process and render it more effective in the context of the collection of their receivables under law was
also granted to the Fund pursuant to Article 15 of repealed Law No. 4389 on Banks, and Article 132 of Banking
Law No. 5411.

In order to ensure the follow-up and collection of fund receivables, follow-up transactions can be performed in
accordance with the provisions of Law No. 6183, and goods, rights and assets belonging to real and legal persons
owing monies to the public can be seized and sold in accordance with the provisions of this Law.

Information on real estates and movables sold under Law No. 6183 in 2019 has been given in Tables 14 and 15
respectively.
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Real Estates Sold Under Law No. 6183

Majority Shareholder Group Numbers Estimated Price (TRY) Sale Price (TRY)
Zeytinoglu Group 2 3,125,000 3,645,000
Total 2 3,125,000 3,645,000

Table 14: Real Estates Sold Under Law No. 6183

Movables Sold Under Law No. 6183

Majority Shareholder Group Numbers Estimated Price (TRY) Sale Price (TRY) Type

Cukurova Group 5 78,000 63,700 Vehicle
Total 5 78,000 63,700
Table 15: Movables Sold Under Law No. 6183

Corporate and Personal Receivables

In 2019, USD 475.57 thousand was collected from corporate loan receivables of the Fund. USD 1.41 million was
collected for the receivables files for which physical transfer, delivery and receivable assignment transactions were
performed under the second receivables sale tender for Birlesim Varlik Yoénetim AS (former company RCT Varlik
Yonetim AS), and the total collection amount was USD 1.89 million.

In 2019, the total collection amount from personal loan receivables was USD 259.67 thousand, and the total
number of liquidated files reached 176,259 with the termination of receivables regarding 1,578 files during the
period.

As of 12.31.2019, data relating to cumulative collections under corporate and individual receivables files is given
in Table 12.

Commercial and Economic Entitites

The Fund may sell part or whole of the goods, rights and assets belonging to real and legal persons, which it has
confiscated in accordance within the framework of the Banking Law and pursuant to the provisions of Law No.
6183, by forming commercial and economic entities.

Thus, the Fund ensures that commercial enterprises subject to sale continue their operations and attract buyers at a
high value. After the payment of real and legal persons’ debts to the government and social security agencies from
the sale of assets belonging to such real and legal persons in accordance with the Banking Law in the form of a
commercial and economic entity or separately by foreclosure, the balance is paid by being divided in proportion to
close such persons’ debts to other public corporations and institutions and higher boards.

Within the scope of important operations carried out with respect to commercial and economic enterprises in 2019;
the Ege Diinya Ticaret Merkezi Commercial and the Economic Enterprise’s tender to the Livamine Yap1 Sanayi ve
Ticaret AS’ye (former title Livamine Madencilik Enerji Sanayi ve Ticaret AS) was cancelled by the Fund Board
Resolution dated 04.18.2019.
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3.7. Operations Relating to Subsidiaries

A total of 200 subsidiaries, 176 of which were from the banks transferred to the Fund, 19 from groups owing to the
Fund, and five through other share acquisitions, were included in the Fund portfolio as of 12.31.2019 (Table 16).

Subsidiaries Overall Resolution Table (As of 31.72.2019)

Liquidated / Cancelled .
Taken Over Sale /Return/ | /In the Process of Current Colrlde;:égns
Means of Acqusition (Numbery  Transfer/Merger  Being Liquidated / ' (Number)  (Million USD)
(Number) Cancelled (Number)

Subsidiaries Taken Over from
Banks Transferred to the Fund 176 128 35 13 976.69
Subsidiaries Taken Over from 19 13 1 5 45713
Groups Owing to the Fund
Other Subsidiaries 5 - 2 3 30.86

200 141 38 21 1,464.68

Table 16: Subsidiaries Overall Resolution Table

! Collections from subsidiaries consist of share sales collections, liquidation/cancellation income, dividend payments and other collection items.

The status of the 200 subsidiaries included in the Fund portfolio as of 12.31.2019 is given in Chart 10. There are
currently 18 subsidiaries and three affiliates in the Fund portfolio.

Number of Subsidiaries by Status
(as at 12.31.2019, number)

[l Shares transferred
Liquidated

[l Struck from register

[ In the process of liquidation

Current

Chart 10: Status of Subsidiaries
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3.8. Operations Relating to Real Estates and Movables

As of 12.31.2019, a total of 5,817 of the 6,081 properties taken over by the Fund were resolved.

In addition, as of 12.31.2019, the resolution of 2,519 of 2,635 securities in the Fund’s portfolio of securities subject
to disposal was completed.

The current situation regarding the Fund real estate and movables portfolio is shown in Table 17.

Real Estates and Movables Overall Resolution Table (As of 72.31.2019)

Collections
Real Estate and Movables T(ar\ll(sgt?evgr SOI?N/uﬁebt::)ned (l\cl:::r:?)gtr) (rﬁﬁgﬁngg)
Real Estates
Real Estate Acquired from Banks 3,949 3,900 49 509.55
Property Taken Over from Groups Owing to the Fund 1,966 1,843 123 1,038.22
Other Property 166 74 92 28.35
Total 6,081 5,817 264 1,576.12
Movables
Paintings and Antiques 2,469 2,353 116 19.83
Land Vehicles 162 162 - 1.94
Watercraft 3 3 - 53.72
Aircraft 1 1 - 2.53
Total 2,635 2,519 116 78.02

Table 17: Real Estates and Movables Overall Resolution Table

! Collections obtained from real estate and securities consist of sales collections, rent, adequate pay, collateral, damages, revenue and other collection items.

Also, works on the construction project relating to the land of 35,788.78 m? located on 4 parcels in Istanbul,
Atasehir, Kiigiikbakkalkdy, the property of which belongs to the SDIF, continue.

3.9. Lawsuits the Fund is a Party to

The lawsuits and proceedings to which the SDIF is party are generally monitored under five main groups. General
information regarding the lawsuits and proceedings, and the status of the lawsuits and proceedings as at 12.31.2019
are as follows:
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3.9.1. Lawsuits and Proceedings Regarding Banks’ Majority
Shareholders/Executives

Against former majority shareholders and executives of banks, the shares of which are transferred to the Fund;
*  Return and compensation lawsuits filed for directly or indirectly using the Bank’s resources for their own
benefit in a manner that jeopardises the safe operation of the bank,

»  Financial liability lawsuits filed for failing to fulfil the duties imposed on them by the law and the articles of
incorporation, and for inflicting loss on the bank by issuing inaccurate balance sheets, profit and loss tables,
and making available irregular loans available in violation of banking principles and practices,

*  Personal bankruptcy lawsuits limited to the damages caused to the bank due to causing the transfer of the bank
to the Fund as a result of unlawful decisions and transactions,

*  Cases for the annulment of objection demanding the follow-up and collection of receivables from majority
shareholders and/or corporate receivables other than majority shareholders, and the annulment of objections
made pursuant to the Execution and Bankruptcy Law,

*  Criminal actions filed against the Bank’s former majority shareholders and executives on criminal complaints
made within the framework of the applicable provisions of the Turkish Criminal Code and the Banking Law,

are followed.

In addition, administrative lawsuits were filed against the procedures instituted by the Fund by former majority
shareholders and executives of said banks and other related parties.

The status of lawsuits and enforcement proceedings as at 12.31.2019 is given in Tables 18 and 19.

Lawsuits Relating to Banks’ Majority Shareholders / Managers

Number of Lawsuits Lawsuit Amount (TRY)'
Lawsuits filed by the Fund 557 16,670,802,270
Lawsuits Filed Against the Fund 474 17,814,083
Lawsuits Filed Pursuant to Law No. 61832 779 -
Criminal Cases 48 -
Total 1,858 16,688,616,353
Table 18: Lawsuits Relating to Banks’ Majority Shareholders / Managers
1. Being amounts subject to the lawsuit, reserved rights to any excess and interest amounts are not included. The CBRT foreign exchange buying

rate of exchange valid on 12.31.2019 were used in calculating the TRY equivalent of the amounts.
2. The CBRT foreign exchange buying rate of exchange valid on 12.31.2019 were used in calculating the TRY equivalent of the amounts.

Execution Proceedings Relating to Banks’ Majority Shareholders / Managers

Number of Follow-up
Proceedings

Follow-up Amount (TRY)'

Table 19: Execution Proceedings Relating to Banks’ Majority Shareholders / Managers

Execution Proceedings Filed by the Fund 34 791,841,815
Execution Proceedings Filed Against the Fund 2 601,584
36 792,443,399

1. Being amounts subject to the lawsuit, reserved rights to any excess and interest amounts are not included. The CBRT foreign exchange buying
rate of exchange valid on 31.12.2019 were used in calculating the TRY equivalent of the amounts.
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3.9.2.International Lawsuits and Proceedings

International lawsuits are also pursued in connection with lawsuits and business related to the Fund’s field of
operations, follow-up proceedings are pursued against majority shareholders and other debtors. In addition,
information, documents and legal support are provided at lawsuits initiated by former majority shareholders and
shareholders of Banks transferred to the SDIF before the ECHR and various arbitral tribunes against the Republic
of Turkey, followed by the Ministries.

Information regarding international lawsuits and proceedings followed or coordinated by the SDIF as at 12.31.2019
is given in Table 20.

International Lawsuits and Proceedings

Number of Cost of Lawsuits/Proceedings
Actions/ Follow-up (USD)'
Filed by the Fund / Companies Taken Over 9 1,809,297,558.77
Filed Against the Fund / The Republic of Turkey 38 5,079,976,000.00
Total 47 6,889,273,558.77
Table 20: International Lawsuits and Proceedings
1. Being amounts subject to the lawsuit, reserved rights to any excess and interest amounts are not included. The CBRT foreign exchange buying

rate of exchange valid on the date of the action were used in calculating the USD equivalent of the amounts.

Lawsuits and Proceedings for Corporate Loans

All files arising from commercial loans made available pursuant to a general loan agreement and originating from
commercial loans taken over by the SDIF, which are/are not subject to follow-up within the scope of Law No.
2004, are included in this scope. Action and follow-up information relating to corporate loans as at 12.31.2019 are
given in Table 21.

Lawsuits Relating to Corporate Loans

Number of Lawsuits Cost of Lawsuit (TRY)'
Lawsuits filed by the Fund 130 266,571,827
Lawsuits Filed Against the Fund 147 376,062,074
Lawsuits Filed Pursuant to Law No. 61832 200 45,000
Criminal Cases - -
Total 477 642,678,901
Table 21: Lawsuits Relating to Corporate Loans
1. Being amounts subject to the lawsuit, reserved rights to any excess and interest amounts are not included.

2. The CBRT foreign exchange buying rate of exchange valid on 31.12.2019 were used in calculating the TRY equivalent of the amounts.
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Lawsuits and Proceedings Relating to Personal Loans

Lawsuits arising from housing, agricultural, auto, consumer loans, overdraft accounts and credit cards made
available under a personal loan agreement and taken over by the SDIF are included in this scope.

The number of files taken over was 189,144, and as a result of the follow-up and campaigns, 176,259 files were
resolved. The remaining 12,885 files are still subject to follow-up.

Non-Loan Lawsuits

Lawsuits filed against the Fund in matters other than loan transactions of the banks transferred to the Fund, and the
following actions filed in favour of, and against, banks, the management and supervision of which were transferred
to the Fund;

*  Actions of debt (financial liability and recourse lawsuits arising from off-shore accounts, receivables from
rent, adequate pay, etc. arising from property ownership),

* Labour actions (receivables such as severance pay - payment in lieu of notice, owed leave, overtime,
reinstatement, education expenses, penal condition, etc.),

*  Real estate lawsuits (cancellation and registration of title deeds, partition, actio negatoria, eviction, rent
receivables, declaratory action, removal of MASAK measures, etc.)

*  Administrative lawsuits (cancellation of administrative transaction, payment order, cancellation of taxes and
fees, etc.),

*  Criminal actions (actions and administrative fines resulting from malpractice by staff, misappropriation,
embezzlement, etc.),

*  Other cases (complaint, cancellation of objection, negative clearance, cancellation of disposal, restitution,
etc.)

are found within this scope.

The status of non-loan-related actions and enforcement proceedings as at 12.31.2019 is provided in Tables 22 and
23.
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Non-Loan Lawsuits

Number of Lawsuits Cost of Lawsuits (TRY)'
Lawsuits filed by the Fund 883 1,771,847,959
Lawsuits Filed Against the Fund 910 333,267,660
Total 1,793 2,105,115,619

Table 22: Non-Loan Lawsuits

! Being amounts subject to the lawsuit, reserved rights to any excess and interest amounts are not included. The CBRT foreign exchange buying rate of
exchange valid on 12.31.2019 were used in calculating the TRY equivalent of the amounts.

Non-Loan Execution Proceedings

Number of Proceedings | Cost of Proceedings (TRY)'
Execution Proceedings Filed by the Fund 54 92,883,753
Execution Proceedings Filed Against the Fund 6 2,840,515
Total 60 95,724,268

Table 23: Non-Loan Execution Proceedings
! Being amounts subject to follow-up proceedings, reserved rights to any excess and interest amounts are not included.

(*) The amount subject to 1 execution order is not included in the table since it is subject to annulment of the receivable / objection.

Offshore Lawsuits

Number of Lawsuits Cost of Lawsuits (TRY)'

Lawsuits Filed Against the Fund? 1,297 188,072,409

Table 24: Offshore Lawsuits

1. Being amounts subject to the lawsuit, reserved rights to any excess and interest amounts are not included. The CBRT foreign exchange
buying rate of exchange valid on 12.31.2019 were used in calculating the TRY equivalent of the amounts.

2. As of 12.31.2019, 463 offshore cases have been concluded against the Fund. A total of 1,313 cases, together with the 16 subjected to
complaint, are pending.
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Following the attempted coup that took place on 07.15.2016 in our country, within the scope of Article 120 of the
Constitution and upon Cabinet Council decree no. 2016/9064 of 07.20.2016, a state of emergency was declared
throughout the country starting from 07.21.2016, which was lifted on 07.18.2018 after approximately 2 years.

During the state of emergency, arrangements were made in various subjects through Decree Laws (subsequently
enacted) for the purpose of identifying precautions required within the scope of the attempted coup and the fight
against terror, and the procedures and principles applying thereto.

In this context, the new arrangements and the new tasks assigned to the SDIF are presented below under 3 main
headings:

4.1. Trusteeship Operations

Within the scope of Articles 19 and 20 of Decree-Law no. 674 (enacted under Law no . 6758 of 11.10.2016)
published in repetitive Issue 2918 of the Official Gazette, dated 09.01.2016, and through subsequent additional
arrangements, it was resolved that the duties and powers of trusteeship in companies to which a trustee was
appointed / is to be appointed pursuant to Article 133 of the Code of Criminal Procedure due to belonging or being
attached to or being in contact with terrorist organisations should be assigned to the SDIF, and the same Decree
Law arranged the provisions regarding the sale and liquidation of such companies and assets.

In this context, as of March 20, 2020, the powers of the trustees of a total of 804 companies / commercial
enterprises from 38 provinces in Turkey were transferred to the SDIF, or the SDIF was appointed as trustee to these
companies. Also, the SDIF was appointed as trustee for less than 50% of the shares of 115 companies, as well as
for the estates of 107 real persons.

According to information collected from said companies / commercial enterprises, 804 companies / commercial
enterprises;

*  Own total assets of approximately TRY 59.70 billion,
*  Have total shareholders’ equity of approximately TRY 25.37 billion,
*  Have total turnovers of approximately TRY 33.54 billion, and

*  Employ around 40,667 personnel.

4.2. Operations Relating to Media and Press Institutions

In accordance with the provision “Movables and all kinds of assets, receivables and rights, documents and
instruments belonging to newspapers and periodicals, publishing houses and distribution channels, private radio
and television corporations that are closed down shall be considered transferred to the Treasury free of charge...”
of Decree Law 668 brought into force on 07.27.2016, and the provision “... shall also apply in the case that they
are transferred to the Savings Deposit Insurance Fund by the Ministry of Finance to ensure the sale and liquidated
of the assets that are taken over...” of Decree Law 674 enacted on 09.01.2016, and upon Approval no. 25734 of
09.22.2016 by the Ministry of Finance, Directorate-General of National Estate, it was considered fit that assets
belonging to closed down media and press corporations that were transferred “should be identified by Valuation
Commissions and representatives of the SDIF under the coordination of Province Decree Law Transactions
Offices, and that they should be transferred to the SDIF through finding and transfer protocols to ensure their sale
and liquidation.”
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Within this framework, the number of the newspapers, periodicals, printing houses, distribution channels and
private radio and television corporations that were closed down within the scope of applicable Decree Laws as
indicated annexes to letters by the Directorate-General of National Estate and in protocols and letters obtained
from revenue offices was 153 in total, except for 26 of which the close-down orders were suspended, as of March
20, 2020.

Of the media and press corporations in question, 34 are television stations, 38 radio stations, 73 newspapers,
periodicals and printing houses, 6 are news agencies and 2 are other enterprises’ assets. Identification work was
carried out on 128 of these corporations. Identification cannot be carried out on 25 broadcasting corporations.
Those that cannot be identified are small-size companies outside Istanbul, Ankara and Izmir.

Of'these corporations that were closed down by Decree Laws, the licences and assets of 107 press and broadcasting
corporations, and 758 radio and television transmitters were sold. As at March 20, 2020, the total tender price of
the assets sold is TRY 44.09 million, the collected amount is TRY 43.93 million, and the balance is TRY 151.59
thousand.

4.3. Operations Conducted with Regard to Requests for Information
on Accounts with Asya Katilim Bankasi

Within the scope of Article 3, paragraph Two of the Decree Law on the Precautions Required Under the State of
Emergency, which was brought into effect after being published in Official Journal Issue 29804 of 08.17.2016,
through 2,543 correspondence sent in 2019 by 544 public corporations and institutions, requests relating to
information belonging to 120,722 civil servants and their spouses and children, kept at Asya Katilim Bankast,
were answered.

Also, within the scope of investigations conducted by the Chief Public Prosecutors’ Office and under actions at the
courts, instructions requesting examinations on information belonging to 64,604 persons , held by Asya Katilim
Bankasi, were answered by 27,415 correspondence.
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i SDIF

SDIF’s Financial Statements

The accounting records of the Fund are kept within the framework of the accounting principles specified in the
“SDIF Accounting Directive” brought into effect by the Fund Board Resolution of 03.08.2005, and the “SDIF
Accounts Plan and Disclosure” brought into effect by Resolution of the Fund Board of Directors of 09.18.2003.
The balance sheet and income statement of the Fund are prepared in compliance with the template balance sheet
and income statement included in the accounts plan. In addition to the end-of-period financial statements, interim
financial statements prepared as of the end of March, June and September are presented to the Fund Board for
information within 45 days following the period, and are published on the Fund’s website.

Audit of Financial Statements

In accordance with Article 124 of the Banking Law, the annual expense accounts and expenditures of the Fund
are examined by the Court of Accounts. Also, the Fund’s annual accounts are audited by an independent audit
company, and the consequent independent audit report is published by being included in the annual report. That
the Fund’s annual balance sheet and income statement shall be approved by an authorised independent auditing
company operating in Turkey has been prescribed by the SDIF Accounting Directive.

By the end of March each year, the Fund prepares an annual report that analyses the decisions made in the previous
year, as well as any arrangements and their economic and social impacts. This annual report is submitted to the
Turkish Grand National Assembly together with the financial statements and the budget final account, and a copy
of the final account is sent to the Ministry of Finance.

On the other hand, in accordance with the applicable provisions of the Turkish Court of Accounts Law no. 6085 of
12.03.2010, SDIF’s accounts have been taken within the scope of audit of the Presidency of the Court of Accounts.
The auditing of the accounts for 2019 are ongoing.

In addition, Article 3, paragraph one of “Procedures and Principles Regarding the Transfer of Surplus Cash
Belonging to the Savings Deposit Insurance Fund to the Accounts of the Undersecretariat of Treasury” issued by
the Ministry of the Treasury and Finance (former Undersecretariat of Treasury) pursuant to Provisional Article 17
under framework Article 18 of Law No. 5787 “On Amendments to the Law on the Regulation of Public Finance
and Debt Management,” provides that “... Submits an annual independent audit report to the Undersecretariat
indicating that the payments made to the Undersecretariat were made in compliance with these Procedures and
Principles. ”

In this context, an independent audit of the financial statements dated 12.31.2019, and that the payments made
to the Ministry of the Treasury and Finance were made in compliance with said procedures and principles, was
conducted by the company Aksis Uluslararast Bagimsiz Denetim A.S.
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5.3. Independent Audit Report

SAVINGS DEPOSIT INSURANCE FUND
BOARD PRESIDENCY

A) Independent Auditing of Financial Statements

1) Opinion

We have audited the financial statements of the Savings Deposit Insurance Fund (“Fund” or “SDIF”’) consisting
of the statement of financial position (balance sheet) of December 31, 2019, the income statement for the period
ended on the same date, and the footnotes summarising important accounting policies and other explanatory notes.

In our opinion, the financial statements offer an accurate view of the financial position of the Saving Deposit
Insurance Fund as at December 31, 2019, and of its financial performance for the period ended on the same date,
in all their important aspects and in keeping with the Savings Deposit Insurance Fund Accounting Directive and
the Savings Deposit Insurance Fund Accounts Plan and Explanations.

2) Basis of the Opinion

The independent audit we performed was carried out in accordance with the Independent Audit Standards
(“BDS”), part of the Turkish Audit Standards issued by the Public Oversight, Accounting and Auditing Standards
Authority (“KGK”). Our responsibilities within these Standards have been explained in detail in the section
entitled Independent Auditor’s Responsibilities Regarding the Independent Auditing of Financial Statements. We
declare that we are independent of the Fund in accordance with the Ethics Rules (“Ethics Rules”) Applying to
Independent Auditors, published by the KGK, and with the provisions stipulated by legislation with regard to
ethics relating to the independent audit of financial statements. We have performed the Ethics Rules and other
responsibilities regarding ethics under legislation. We believe that independent audit evidence that we collected
during the independent audit process constituted a sufficient and proper base for us to reach a conclusion.

3) Key Audit Issues

According to our professional judgment, key audit issues are the most important issues in the independent audit of
financial statements for the current period. Key audit issues have been addressed as a whole in the context of the
independent audit of the financial statements, and in forming our opinion on the financial statements, and we do
not express a separate opinion on these issues.
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Valuation of Securities

The securities comprising 69% of the total assets
included in the Fund’s balance sheet consist of
equity securities, bonds, bills and similar assets.

These securities are recognised at acquisition cost
upon their first recognition.

Following their initial recognition, they are valued
according to their stock exchange value, or their
price discounted using the effective interest method,
or the prices announced daily by the Central Bank of
the Republic of Turkey in the Official Gazette.

Securities have been identified as a key audit issue
since they have hold an important place in the
balance sheet, are subject to valuation, and involve
a risk of error.

As at December 31, 2019, the Fund’s securities
were recognised with a cost value of TRY
43,185,882 thousand, an impairment provision of
TRY 394,761 thousand, and accumulated interest
income rediscount of TRY 7,424,035 thousand, and
the explanations on accounting policies relating to
securities are provided in Footnote 3, while those
relating to their costs are given in Footnote 5.

How the Law is Considered During the Audit

During the audit, the following audit procedures have
been applied in relation to the recording, custody
and valuation of the securities, and the provisions
for the impairment of securities or securities interest
income accruals.

In material verification procedures, an assessment
relating to the recording and custody of the securities
included among the assets, and the securities
impairment provisions and securities interest income
accruals were focused on.

Letters of reconciliation were requested from banks
where the securities in the Fund’s portfolio are
kept, and the completeness and accuracy of these
securities were verified as a result of the incoming
reconciliations.

While positive differences between the purchase
prices of the securities as at the balance sheet date
and their net values specified in the Official Gazette
are recognised as security interest income accrual,
in the event of negative differences the securities
impairment provisions are calculated and recognised.
No material error or mistake was encountered with
respect to the recording of securities as a result of
the procedures we applied to the recognition of
securities.

4) Other Matters
While not affecting our opinion, we found it necessary to draw attention to the following matter:

As indicated in Note 28, the Fund’s concerned Office Heads declared that there are lawsuits filed against the
Fund worth TRY 974,170 thousand, USD 65,682 thousand, EUR 7,289 thousand, GBP 25 thousand, and CHF
6 thousand, with a total TRY value of TRY 1,413,040 as at 12.31.2019. The Fund management believes that a
majority of these lawsuits, which it monitors over the memorandum accounts, will not bring an additional burden
to the Fund, while no provisions were set aside in the attached financial statements due to an uncertainty as to the
possibility of any outflow of economically beneficial funds.
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5) Responsibilities of the Management, and of Those Responsible for Senior Management, Regarding the
Financial Statements

The Fund management is responsible for ensuring that the financial statements are prepared in compliance with
the Savings Deposit Insurance Fund Accounting Directive and the Savings Deposit Insurance Fund Accounts Plan
and Explanations, their truthful presentation, and the preparation of financial statements that do not contain any
material errors arising from fault or fraud.

6) The Independent Auditor’s Responsibilities Regarding the Independent Audit of the Financial Statements
We, independent auditors, assume the following responsibilities in an independent audit:

Our objective is to obtain reasonable assurance that the financial statements, as a whole, do not contain any
material errors arising from fault or fraud, and to issue an independent auditor’s report containing our opinion.
The reasonable assurance provided at the conclusion of an independent audit conducted in compliance with the
BDSs is a high level of assurance; however, it does not guarantee that a material error may not be found at any
time. Errors may stem from fault or fraud. If errors are reasonably expected to singly or jointly affect economic
decisions to be made by the users of the financial statements with reference to these statements, such errors are
considered material.

As required by an independent audit conducted in conformity to the BDSs, we exercise our professional judgment
and maintain our professional skepticism throughout the independent audit. We also:

* Identify and assess “material error” risks in income statements stemming from fault or fraud, design and apply
audit procedures addressing these risks, and collect adequate and suitable audit evidence to form a basis for
our opinion. Since fraud may contain the acts of collusion, deceit, wilful neglect, misrepresentation or neglect
in internal audit, the risk of failing to detect a material error stemming from fraud is higher compared to the
risk of failing to detect a material error attributable to a mistake.

* Internal control is audited not for the purpose of providing an opinion on the effectiveness of the Fund’s
internal control, but to design audit procedures that are compatible with the case in hand.

e The appropriateness of the accounting policies employed by the management, and whether the accounting
forecasts and related explanations that are made are reasonable, are appraised.

*  Based on the audit evidence obtained, a conclusion is reached on whether incidents or conditions that may cast
serious doubt on the Fund’s viability exist, as well as whether the management’s employment of the principle
of the viability of the business is appropriate. Should we arrive at the conclusion that an important amount of
uncertainty exists, we must draw attention to the related explanations in the financial statements, or, if such
explanations are inadequate, provide an opinion other than a favourable one. The results we arrive at are
based on the audit evidence obtained until the date of the independent auditor’s report. However, incidents or
conditions that may emerge in the future may impact the Fund’s viability.
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The general presentation, structure and contents of financial statements, including explanations, are appraised, as
well as whether they reflect the transactions and incidents on which they are based in a manner that allows accurate
presentation.

Along with other matters, we communicate the planned scope and timing, and important audit findings of
the independent audit, including material internal control shortcomings we identify during the audit, to those
responsible for top management,

We have informed those responsible for top management of the fact that we conform to ethics provisions relating
to independence. Also, we have communicated any relationships and other matters that may be considered to have
an influence on independence, if any, to those responsible for top management.

From among the subjects notified to those responsible for senior management, we identify the most important
issues in the independent audit of financial statements belonging to the current period, that is, the key audit issues.
In cases where legislation prohibits public disclosure, or in considerably rare cases where the negative outcomes of
disclosing the matter to the public are expected to outweigh the public benefit to be gained by disclosure, we may
decide to not disclose such matter in our independent auditor’s report.

B) Other Obligations Arising from Legislation

Opinion on the Payment Made by the Fund to the Ministry of the Treasury and Finance.

The monthly payments made by the Savings Deposit Insurance Fund to the Ministry of the Treasury and Finance
within the financial statements prepared within the scope of the Fund’s Accounting Directive and Accounts Plan
and Explanations (Note 3) have been submitted under Note 27(d), and have been subjected to auditing procedures
during the independent auditing of the financial statements. It is our opinion that the information disclosed under
Note 27(d) are compliant with the “Procedures and Principles Relating to the Transfer of the Cash Surplus of the
Savings Deposit Insurance Fund to the accounts of the Republic of Turkey Ministry of the Treasury and Finance”.

The responsible auditor conducting and concluding this independent audit was Tayyip Yasar.

13 Mart 2020
Istanbal, Tarkiye

Aksis Uluslararas: Bagimsiz Denetim Anonim Sirketi
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Savings Deposit Insurance Fund Balance Sheet (TRY)

ASSETS

CURRENT ASSETS
Liquid Assets
A Republic of Turkey Central Bank
B Domestic Banks
Securities
A Government Debt Securities
B Debt Securities of Public Corporations and Institutions
C Revenue Sharing Certificate
D Provision for Decrease in the Value of Marketable Securities (-)
Liquid Assets and Securities Est, Revenue and Rediscount
Short-term Receivables Related to the Fund’s Main Operations
Other Receivables
Short-Term Deferred Expense, Accrued Expenses and Rediscounts
A Receivables Subject to Redemption Plan Interest Income Accruals
B Insurance Premium Income Accruals
C Other Interest Income Accruals and Rediscounts
Other Current Assets
NON-CURRENT ASSETS
Non-performing Receivables
A Acquired Non-performing Receivables
B Receivables Subject to a Payment Plan
C Other Non-Performing Receivables
D Provision for Non-Performing Receivables (-)
Long-term Loan Receivables
A Subordinated Loans to Banks
B Loans to Other Subsidiaries
C Loans Granted to Companies of which Management and Control taken over
Long-term Receivables Related to the Fund’s Main Operations
A Receivables from Bankrupt’s Estates
B Provision for Receivables from Bankrupt’s Estates (-)
Financial Fixed Assets
A Subsidiaries
B Securities Held to Maturity
C Provision for Impairment of Financial Fixed Assets (-)
Tangible Fixed Assets
A Movables
B Intangible Rights
C Accumulated Depreciation (-)
Assets Subject to Disposal
A Subsidiary Banks Subject to Disposal
B Subsidiaries Subject to Disposal
C Other Subsidiaries Subject to Disposal
D Tangible Fixed Assets Subject to Disposal
E Prescribed Assets
F Provision for Impairment of Assets Subject to Disposal (-)
Duty Loss Accounts
A Subsidiaries and Affiliates Subject to Liquidation
B Provision for Subsidiaries and Affiliates Subject to Liquidation (-)
C Reserves to Subsidiary Banks
D Provisions for Reserves to Subsidiary Banks (-)
Other Assets
TOTAL ASSETS

56,339,089,463
4,384,108,790
263,698
4,383,845,092
42,791,121,19
41,870,308,604
500,000,000
815,573,000
(394,760,485)
7,444,251,969
2,359,980
59,670,259
1,657,557,310
1,337,815,586
319,741,724
20,036
5,253,440,108
1,213,414,791
2,607,688,265
4,554,172,455
29,660,965
(5,978,106,894)
2,004,518,663
1,990,840,000
377,463
13,301,200
70,110
11,449,260,245
(11,449,190,135)
572,845,120
572,845,101
60,819
(60,800)
6,671,991
10,087,256
21,221,994
(24,637,259)
1,284,597,976
201,167,622
9,021,321
215,800,810
893,005,232
191,513
(34,588,522)
176,003
16,907,984
(16,731,981)
10,431,222,063
(10,431,222,063)
171,145,454
61,592,529,571

12.31.2018

42,057,884,822
3,871,397,502
1,797,589
3,869,599,913
31,887,189,429
33,010,513,379
500,000,000
668,263,000
(2,291,586,950)
4,738,223,890
2,579,710
591,223,342
967,250,293
2,847,643
758,949,637
205,453,013
20,656
4,860,765,438
1,189,702,596
2,465,230,115
5,538,830,309
28,034,643
(6,842,392,471)
1,867,813,463
1,854,980,000
777,463
12,056,000
67,000
11,451,110,803
(11,451,043,803)
572,845,120
572,845,101
60,819
(60,800)
5,880,298
8,764,498
18,558,655
(21,442,855)
1,162,157,456
201,167,622
100,360,403
310,800,810
676,344,686
158,769
(126,674,834)
176,003
16,907,984
(16,731,981)
10,584,896,657
(10,584,896,657)
62,123,502
46,918,650,260

Annual Change

Amount

14,281,204,641
512,711,288
-1,533,891
514,245,179
10,903,931,690
8,859,795,225
147,310,000
1,896,826,465
2,706,028,079
-219,730
-531,553,083
690,307,017
-2,847,643
578,865,949
114,288,711
-620
392,674,670
23,712,195
142,458,150
-984,657,854
1,626,322
864,285,577
136,705,200
135,860,000
-400,000
1,245,200
3,110
-1,850,558
1,853,668

791,693
1,322,758
2,663,339
-3,194,404
122,440,520
-91,339,082
-95,000,000
216,660,546
32,744
92,086,312

-153,674,594
153,674,594
109,021,952

14,673,879,31
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-100
76
56

-3

-1
-1
175
31
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Annual Change

LIABILITIES 12.31.2018
Amount (%)
SHORT-TERM LIABILITIES 6,898,339,659 6,539,873,135 358,466,524
Collections Pending Setoff and Escrow Collections 6,883,947,298 6,300,874,348 583,072,950
A Escrow Collections 105,797,159 83,670,542 22,126,617 26
B Collections Pending Setoff 6,312,174,056 5,835,009,567 477,164,489 8
C Blocked Accounts 465,976,083 382,194,239 83,781,844 22
Short-term Liabilities and Expense Provisions 617,670 576,000 41,670 7
A Staff Collective Payment and Pension Provision 617,670 576,000 41,670 7
Short-term Deferred Income, Expense Accruals and Rediscounts 4,390,181 2,978,660 1,411,521 47
A Short-term Income 126 - 126 -
B Other Expense Accruals and Rediscounts 4,390,055 2,978,660 1,411,395 47
Taxes and Funds Payable 1,755,266 1,644,485 110,781 7
A Taxes and Funds Payable 1,591,859 1,500,326 91,533 6
B Social Security Premiums Payable 163,407 144,159 19,248 13
Other Short-term Payables 7,312,790 233,561,016 -226,248,226 -97
A Monies to be Refunded to Banks 6,790 6,154 636 10
B Payables to the Staff 132,241 17,039 115,202 676
C Monies to be transferred to the Ministry of Finance 358,340 169,284 189,056 12
D Other Miscellaneous Payables 6,815,419 233,368,539 -226,553,120 -97
Other Short-term Liabilities 316,454 238,626 77,828 33
A Other Miscellaneous Liabilities 316,454 238,626 77,828 33
LONG-TERM LIABILITIES 2,309,486,856 3,330,112,241 -1,020,625,385 -31
Long-term Liabilities and Expense Provisions 35,511,132 31,984,500 3,526,632 n
A Staff Collective Payment and Pension Provision 35,511,132 31,984,500 3,526,632 1
Long-term Deferred Income, Expense Accruals and Rediscounts 716,733,550 460,751,357 255,982,193 56
A Long-term Income 4,661 4,661 o (o]
B Other Expense Accruals and Rediscounts 716,728,889 460,746,696 255,982,193 56
Uncollected Repayment Plan Revenues 1,545,997,619 2,801,162,123 -1,255,164,504 -45
Other Long-term Liabilities 11,244,555 36,214,261 -24,969,706 -69
SHAREHOLDERS’ EQUITY 52,384,703,056 37,048,664,884 15,336,038,172 4
Accumulated Funds 37,048,664,885 29,880,388,992 768,275,893 24
A Bank Liability Fund Savings 2,939 2,939 = o
B Security Fund Savings 69,713,294 69,713,294 - (o]
C Previous Years Income-Expense Difference 36,978,948,652 29,810,672,759 7,168,275,893 24
Income-Expense Difference for Period 15,336,038,171 7,168,275,892 8,167,762,279 14
TOTAL LIABILITIES 61,592,529,571 46,918,650,260 14,673,879,311 31
Total Memorandum Accounts 981,426,743,441 766,649,403,663 214,777,339,778 28

Balance Sheet Footnote:

1. Securities included in the Fund s balance sheet are valued in accordance with the principles set out in the Accounting Directive. Government Debt Securities
and Income-based Securities included in the portfolio as at 12.31.2019 were reflected in the financial statements over the prices announced daily in the
Official Gazette, while Government Foreign Debt securities and asset backed securities were reflected at fair value. Since the GDSSs issued by the Republic
of Turkey Ministry of the Treasury and Finance to the SDIF as of September 21, 2007 for use in the payment of the amounts in question pursuant to the “Law
on the Payment of the Amounts Collected under the Name of Government Securities Sale by Tiirkive Imar Bankast Tiirk Anonim Sirketi, the Permit to Carry
Qut Banking Operations and Accepting Deposits of which was Revoked” are non-interest, bearer instruments not subject to sale on the secondary market,
not interest rediscount is calculated.

2. Interest rediscounts for non-performing loans taken over are not included into the expense, income accrual and rediscount account for the following months.

3. The Balance of Receivables Subject to a Payment Plan in the Fund balance within the framework of the provisions of the SDIF Accounts Directive is
subjected to a provision of 25% if the payment of any of the principal or interest receivables in the payment plan is delayed for 90 days, and of 100% if such
delay is 180 days. The Received Non-performing Receivables taken over by the Fund are accounted at their book values on the date of their transfers, and the
impairment provisions set aside by the transferring bank or the Fund for these receivables are followed under the Provision for Non-performing Receivables
account in the Fund balance.

4. An impairment provision was set aside for the Fund’s receivables from the Bankrupt Tiirkive Imar Bankast T.A.S. Bankrupt’s Estate within the framework of
Resolution no. 378 of 12.18.2008 of the Fund Board, and all of the receivables for Reserves Provided to Subsidiary Banks.

5. Uncollected Repayment Plan Incomes denote the provision cancellation incomes and uncollected interest incomes relating to corporate receivables placed
by the Fund under a repayment plan.

From among the risk factors to which the Fund may be subject, the total deposits and participation funds amounts with banks, covered by insurance, and
amount relating to lawsuits filed against the SDIF are followed separately in the memorandum accounts.

The CBRT buying rates of exchange on 12.31.2019 and 12.31.2018 were used in the balance.

Under Law No. 5787 of 07.16.2008, the Republic of Turkey, Ministry of the Treasury and Finance's receivables of TRY 93.292.116.458,83 from the Fund
were cancelled as from 07.23.2008.
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Savings Deposit Insurance Fund Income Statement (TRY)

Interest Income
Interest From Other Bank Deposits
Profit Shares from Participation Banks
Interest from GDSs

Interest Received from Debt Securities of Public
Corporations and Institutions

Revenues from Income Based Securities
Reverse Repo Interest Income
Interest Expenses (-)
Non-Interest Income
Revenues Related to the Fund’s Main Operations
Insurance Premium Revenues
Prescribed Asset Income
Fine Income
Interest Received from Bankrupt’s Estate Receivables
Late Fees
Shares Received from Banking System Entries
Shares Received From Bank Share Transfers
Cancellation Revenues for Provisions No Longer Required
Income from Non-performing Receivables
Sales Profits from Assets Subject to Disposal
Income and Profits from Disposed Assets
Capital Market Transactions Profits
Evaluation Profits
Other Ordinary Incomes and Profits
Extraordinary Income
Non-Interest Expenses (-)
Personnel Expenses (-)
Government Premium Expenses to Social Security Agencies (-)
Goods and Services Purchase Expenses (-)
Consumption Goods and Supplies Purchases (-)
Travelling Allowances (-)
Assignment Expenses (-)
Service Purchases (-)
Representation and Promotion Expenses (-)

Securities, Incorporeal Rights Purchase,
Maintenance and Repair Expenses (-)

Property Maintenance and Repair Expenses (-)
Treatment and Funeral Expenses (-)

Purc. and Inv. Relating to the Fund’s Main
Operations Impairment Provision Expenses (-)

Expenses of Other Provisions (-)

Cash Resources Transferred to the Treasury (-)
Expenses and Losses on Assets Subject to Disposal (-)
Depreciation Expenses (-)

Evaluation Losses (-)

Capital Market Transactions Losses (-)

Current Transfers (-)

Other Ordinary Expenses and Losses (-)

Extraordinary Expenses (-)

Income-Expense Difference for Period

7,575,777,779
227,503,119
38,625,776
7,067,105,029

133,289,400

103,331,222
5,923,233
10,052,782,218
4,600,569,987
4,402,249,033
149,984,625
9,016,792
1,208,278
5,000,000
33,111,259
2,588,113,108
720,330,599
131,357
26,970,292
1,738,664,427
218,486,673
159,515,775
(2,292,521,826)
(61,304,562)
(6,162,436)
(32,408,362)
(4,036,363)
(573,669)
(131,482)
(22,905,885)
(1,896,483)

(228,506)

(519)
(2,635,455)

(6,255,181)

(5,372,902)
(209,774,595)
(12,528,665)
(3,288,703)
(427,041,910)
(105,239,778)
(6,092,165)
(1,073,875,598)
(343,176,969)
15,336,038,171

12.31.2018

4,856,313,041
215,541,512
28,085,855
4,532,596,875

5,330,000

38,586,478
36,172,321
5,426,801,632
3,137,081,893
2,961,408,824
98,664,886
7,099,077
66,648,284
94,342
3,166,480
226,297,521
65,330,324
40,387
113,860

3,042
1,524,781,099
203,675,534
269,477,972
(3,114,838,781)
(49,874,457)
(5,044,658)
(26,048,394)
(2,817,305)
(793,777)
(129,888)
(19,894,798)
(52,127)

(201,159)

(3,110)
(2,156,230)

(1,848,555,315)
(140,893,500)
(561,330)
(2,806,871)
(622,660,772)
(45,376,548)
(4,895,897)
(203,569,848)
(164,551,191)
7,168,275,892

Annual Change

Amount

2,719,464,738
11,961,607
10,539,921
2,534,508,154

127,959,400

64,744,744
-30,249,088
4,625,980,586
1,463,488,094
1,440,840,209
51,319,739
1,917,715
-66,648,284
1,113,936
5,000,000
29,944,779
2,361,815,587
655,000,275
-40,387
17,497
26,967,250
213,883,328
14,811,139
-109,962,197
822,316,955
-11,430,105
1,117,778
-6,359,968
-1,219,058
220,108
-1,594
-3,011,087
-1,844,356

-27,347

2,591
-479,225

(1,848,555,315)

=5372;902
-68,881,095
-11,967,335
-481,832
195,618,862
-59,863,230
-1,196,268
-870,305,750
-178,625,778
8,167,762,279

68

56

38
56

2,401

-100
1,181

946
1,044
1,003

-100
15

886,497
14

-100
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5.4. Accounting Principles Adopted, and
Remarks on the Financial Statements

5.4.1. Liquid Assets

Consists of the Fund’s demand deposits and deposits with maturities up to one year with domestic banks, and
monies in transit. As of December 31, 2019, the Fund has liquid assets of TRY 4,384,108,790.

Securities

Securities included in the Fund’s portfolio are accounted under acquisition cost under this account. As of December
31, 2019, existing GDDSs and TRY denominated Lease Certificates are valued according to the prices announced
by the CBRT in the Official Gazette, while GFDSs, asset backed securities and foreign currency denominated
Lease Certificates are valued on the basis of fair value. Information on securities available in the Fund portfolio as
of December 31, 2019 is given in Table 25.

Securities Found in the Fund’s Portfolio (as of December 31,2019)

Nominal Cost Interest Income | Provision for 12.31.2019
Amount (TRY) Rediscount Impairment CBRT Value
(TRY / FX) (TRY) (Gross) (TRY) (TRY)
GDDS 34,075,838,262 | 34,314,489,807 7,085,703,570 -171,388,606 |  40,520,234,414
Debt Securities of
Public Corporations 500,000,000 500,000,000 53,670,000 - 548,303,000
and Institutions
Lease Certificate 300,000,000 300,000,000 23,496,000 - 321,146,400
Lease Certificate 15,000,000 99,759,000 441,932 - 100,156,739
GFDS 885,000,000 5,288,914,468 10,465,494 -210,916,726 5,188,463,236
GFDS 340,000,000 2,266,904,329 145,717,639 -9,066,863 2,403,555,105
Lease Certificate 70,000,000 415,814,000 4,540,689 -3,388,290 416,966,399
Total TRY Equivalent 43,185,881,604 7,424,035,324 -394,760,485 49,498,825,293

Table 25: Securities Under the Fund’s Portfolio

The Fund reserves, which are composed of the sum of liquid assets and securities, are monitored separately as
deposit insurance and resolution reserve within the scope of segment reporting prepared for managerial purposes.
Information on the management of reserves in question are explained in detail in Chapter 5.5.

5.4.2. Non-performing Receivables

Non-performing Receivables Taken Over

Non-performing receivables transferred to the SDIF from subsidiary banks or by other means are transferred to the
accounts in accordance with the assignment agreements signed between the subsidiary bank and the SDIF, at the
book value in the related bank records and the provision allocated by the concerned banks. Interest is not accrued
on the non-performing receivables that are taken over, and interest income generated is recognised on a collection
basis. In addition to the specific provision amounts in the subsidiary bank records, a provision of 100% has been
provided for the non-performing receivables considered necessary by the Fund.
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Non-performing Receivables Taken Over

Type of Claim (thousand TRY) 12.31.2019 12.31.2018
Corporate Loans 2,224,977 2,083,508
Indemnified Non-Cash Loans 52,335 49,231
Personal Loans 61,490 61,941
Other 268,886 270,550
Total 2,607,688 2,465,230

Table 26: Non-performing Receivables Taken Over

Receivables Subject to a Payment Plan

Receivables from among those subjected to a payment plan and for which the debtors make regular payments
under the terms of the agreement are monitored under the “Receivables Subject to a Payment Plan” account in
the assets of the balance sheet. Provisions allocated to the positive difference between the amount of debt in the
payment plan and the accounting records, and provisions for these receivables are not recognised unless collected.
These amounts, which are in the nature of a pending income to be collected, are monitored under the “Uncollected
Repayment Plan Revenues” account in the liabilities of the balance sheet. Receivables subject to a payment plan
are subjected to a provision of 25% in the case of a 90-day delay in the payment of any principal or interest
receivables under the payment plan, and of 100% in the case of a 180-day delay. As at 12.31.2019, the Fund
balance sheet indicates an amount receivable subject to a payment plan worth TRY 4.554 million.

5.4.3. Long-term Receivables Related to the Fund’s Main Operation

Consist of the Fund’s receivables related to advance payments made to the banks, the permit to perform banking
transactions and to accept deposits of which were revoked, these banks’ receivables from bankrupt’s estates
(insured deposit payments, insurance premium receivables, expired deposit receivables etc.), and receivables from
personal bankrupt’s estates. A provision of 100% has been allocated from receivables from the Bankrupt T. imar
Bankasi A.S. bankrupt’s estate.

5.4.4. Financial Fixed Assets

Capital shares invested by the Fund in order to become a shareholder in an enterprise, and shares held since
their ability to being converted into cash in the short term is impaired due to various reasons are monitored in
this account. Stock exchange securities are valued according to the stock exchange value of the subsidiaries’ and
affiliates’ shares, while non-stock exchange securities are valued at acquisition cost.

5.4.5. Tangible Fixed Assets

Tangible fixed assets acquired in order to be used in maintaining Fund operations are monitored in these accounts,
and are recorded at acquisition cost. Normal depreciation of 20% is allocated for securities and incorporeal rights.
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Assets Subject to Disposal

Subsidiary Banks Subject to Disposal

Payments made to the concerned bank at the same amount in order to take over the bank loss of whole or part of the
subsidiary bank shares corresponding to the paid-in capital are monitored under this account. The current balance
as at 12.31.2019 represents the Fund’s shares in Tiirk Ticaret Bankasi and Adabank.

Subsidiaries and Other Affiliates Subject to Disposal

Subsidiaries and affiliates taken over by the Fund from subsidiary banks or against receivables are recognised at
acquisition cost. The provisions for impairment of other subsidiaries and affiliates subject to disposal, taken over
from subsidiary banks, are reflected to the balance sheet at their values in the applicable bank records. Affiliates
and subsidiaries transferred to the Fund free of charge are recognised by alocating an impairment provision equal
to their recorded values. As of 12.31.2019, the current balance is composed of 4 affiliate and 14 subsidiary capital
shares subject to disposal in the Fund portfolio.

Tangible Fixed Assets / Rights Subject to Disposal

The tangible assets and incorporeal rights acquired by the Fund’s from subsidiary banks or against receivables or
by execution proceedings are recognized at acquisition cost. Said assets subject to disposal are not subjected to
depreciation.

Duty Loss Accounts

Subsidiaries and Affiliates Subject to Liquidation

The Fund’s capital shares and other receivables in subsidiaries and affiliates, liquidation procedures for which have
commenced, are monitored in this account. The balance consists of capital shares related to 11 subsidiaries and
affiliates that are in the process of liquidation as at 12.31.2019.

Reserves to Subsidiary Banks

Consists of amounts transferred by the SDIF to the subsidiaries within its body as reserve from among the GDDSs
loaned by the Ministry of the Treasury and Finance to the SDIF. The SDIF has used those it has required from
among the bonds that the Ministry of the Treasury and Finance reserves at the CBRT with reference to the related
loan agreements, as withdrawals from the warehouse account, and has transferred the securities to subsidiary
banks. The securities were consider issued as at the date of their use, and were reflected to the Fund’s balance at
their values generated as of their date of use. As at 12.31.2019, reserves were allocated to the Fund’s entire reserve
receivables from the Birlesik Fon Bankasi.

Collections Pending Setoff and Escrow Collections

Amounts deposited pending the completion of sales transactions for assets subject to disposal and other cash
guarantees, those of the collections made from those concerned within the framework of Laws No. 2004 and 6183
or the protocols signed, the necessary setoff transactions of which have not yet been completed, collections in the
nature of guarantees, and amounts deposited in the Fund’s escrow accounts are monitored in this account.
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Payments to Corporations and Institutions

The portion remaining after the payment of debts to the Government and social security agencies as well as the
Treasury share debts, owed by real and legal persons, of amounts collected through the sale of their assets in the
form of commercial and economic entities or separately by means of compulsory enforcement pursuant to Article
134 of the Banking Law amended by Law No. 5472 and other applicable legislation, are paid proportionally to
cover such persons’ debts to other public corporations and institutions and individuals.

Within the framework of this provision, the sales prices of the assets sold by the Fund are kept in the liabilities side
of the Fund’s balance sheet as guarantee to such payments, and the necessary payments are made to the concerned
corporations and institutions following the completion of the applicable legal processes. In this scope, no payment
was made to other corporations and institutions in 2019. The total amount of payments made by the Fund within
this scope was USD 7,473 million as of 12.31.2019.

5.4.9. Staff Collective Payment and Retirement Provisions

A provision has been allocated to cover liabilities arising from collective payments to be made in the case of
dismissals or retirement within the framework of arrangements regarding contracted personnel.

5.4.10. Valuation of Receivables and Payables

The Fund’s non-performing receivables (other than receivables subject to a payment plan) or those from bankrupt’s
estates are shown at their book value in the balance sheet. The interest income rediscount was calculated for the
deposits and other receivables for which interest is foreseen, based on the determined interest rate.

5.4.11. Other Balance Sheet Items

Other balance sheet items were reflected in the financial statements at their book values.

5.4.12. Insurance Premium Revenues

Within the scope of deposit insurance, the Fund insures savings deposits and participation fund accounts with
credit institutions, opened in all currencies. Savings deposit and participation fund insurance premiums shall be
paid until the last business day of the second month following the relevant period in which the financial statements
are issued; TRY, USD and EUR accounts are paid to the Fund in their own currency. Accounts in gold and other
foreign currency are payable in USD.

The distribution of insurance premiums for 2019 by currency is given in Table 27. In this context, insurance
premiums of TRY 2,431,072,897, USD 172,655,706 and EUR 66,036,076 were collected from credit institutions.
Also, a premium difference of TRY 97,875,107 was recorded as revenue for the previous periods.
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Insurance Premium Amount

Bank Group Currency

2,264,664,624
Deposit Banks 151,308,430
61,693,185
166,408,273
Participation Banks 21,347,276
4,342,891
2,431,072,897
172,655,706
66,036,076

Sum Total (TRY Equivalent)* 3,812,170,358

Table 27: Insurance Premium Revenues

* CBRT buying rates of exchange for the end of the premium period were used in calculating TRY equivalents.

The premium amounts collected by the Fund in 2019 were between TRY 738 - 1,278 million in terms of periods.

million USD* Insurance Premiums by Period million USD*
1,278
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Chart 11: Insurance Premiums by Period
* CBRT buying rates of exchange for the end of the periods were used in calculating USD and TRY equivalents.

It is observed that the insurance premiums collected by the Fund between 2000 and 2005 decreased on the basis
of USD equivalents. The most important factor in this decrease was the reduction of the basic premium rate from
25 per ten thousand to 12.5 per ten thousand in 2003. Another factor was the regulation made as from September
2004. Although the basic premium rate was raised to 15 per ten thousand with this arrangement, the rearrangement
of the premium base as insured savings deposits instead of total savings deposits had a decreasing effect on total
premium revenues. In 2006-2008, premium income increased due to the increase in the premium base and a low
exchange rate. The decrease in premium income in 2009 was due to the change in the premium tariff, and the
increase in 2013 due to the fact that the insurance coverage was increased from 50 thousand Turkish Liras to
100 thousand Turkish Liras on Februaryl5, 2013. The impact of raising the insurance coverage to 150 thousand
Turkish Liras and increasing preimum rates on September 25, 2019 on the premium incomes has been limited due
to the fact that it has been implemented during the last term.
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The progress of the insurance premiums collected by the Fund since 2001 is given in Chart 12.

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

Other Revenues Related to the Fund’s Main Operations

In addition to the Fund’s insurance premiums, there are revenues of prescribed assets, shares on entry into the
banking system, share transfer shares, judicial and administrative fines, and other income specified in Article 130
of the Banking Law.

Prescribed Asset Income

Pursuant to Article 62 of the Banking Law, deposits, participation funds, trusts and receivables not sought for a
period of ten years following the date of the beneficiary’s last demand, transaction or written request are subject to
a statute of limitations. All deposits, participation funds, trusts and receivables that are prescribed are recorded as
income to the Fund following an announcement, if the beneficiary cannot be reached by the bank. In accordance
with the “Bylaw on the Procedures and Principles Relating to the Acceptance and Withdrawal of Deposits and
Participation Funds, and Expired Deposits, Participation Funds, Trusts and Receivables, " lists of such assets are
published by the banks on their own websites, and sent to the Fund simultaneously. Also, the lists in question are
published by the Fund as consolidated on the website (www.tmsf.org.tr) between February 1 and May 31 each
year.

In 2019, a total income of TRY 151 million was generated in respect of the assets that were subject to the statute
of limitations.
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Prescribed Assets by Year
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Chart 13: Prescribed Assets by Year

Fine Income

Within the framework of Article 130 of the Banking Law, 50% of the judicial fines and 90% of the administrative
fines to be imposed for non-compliance with the provisions of the Law are recorded as income to the Fund. In this
scope, TRY 9 million in fines was recorded as revenue to the Fund in 2019, while 10% of the collected fines are
transferred to the Ministry of the Treasury and Finance pursuant to applicable legislation.

Shares Received from Banking System Entries

Pursuant to Article 10 of the Banking Law, in order for a bank allowed by the BRSA to be incorporated may
operate, the bank’s shareholders are required to deposit 10% of the minimum capital stated in article 7 of the Law
to the Fund accounts. In this scope, a system entry share revenue of TRY 5 million has been realised in 2019.

Shares Received From Bank Share Transfers

Pursuant to Article 18 of the Banking Law, within the framework of share transfers subject to permission by the
BRSA, a transfer share at the ratio of 1% of the nominal value of the bank’s shares that are taken over is required
to be deposited by the transferee to the Fund. In 2019, the Fund recorded TRY 33 million in share transfer income.
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5.4.14. Payments Made to the Ministry of the Treasury and Finance

Within the scope of the Law Amending the Law on the Regulation of Public Finance and Debt Management no.
5787 of 07.16.2008, brought into effect after being published in Official Gazette Issue 26945 of 07.23.2008, and
Provisional Article 17 added to Law No. 4749 on the Regulation of Public Finance and Debt Management, Treasury
receivables consisting of principal, interest, charges and late interest at a total amount of TRY 93,292,116,459
arising from and/or to arise from special order Government Debt Securities provided by the Ministry of the
Treasury and Finance to the Fund until 12.31.2007, were cancelled.

Also, pursuant to the same Article of Law, the procedures and principles relating to the transfer to the accounts
of the Ministry of the Treasury and Finance of the amount remaining of cash income obtained by the Fund from
all goods, rights and receivables belonging to the banks, the operating licence of which were revoked, and the
management and supervision of which were transferred to it pursuant to the same Article of Law, after the deduction
of existing or possible resolution expenses and compulsory payments to be made to other institutions within this
scope, were sent to the Fund.

Actotal of USD 35,81 million (TRY 209,77 million in cash) was paid to the Ministry of the Treasury and Finance in
2019 within the framework of the above-mentioned Procedures and Principles. As of 12.31.2019, the total amount
of payments made to the Ministry of the Treasury and Finance reached USD 12.42 billion. Detailed information
on payments made in 2019 is given in Table 28.

Payments to the Ministry of the Treasury and Finance

Payment Date TRY Equivalent of Payments USD Equivalent of Payments'

NELUETSY 5,400,000 1,021,257.28
February 5,000,000 943,396.23
March 4,400,000 792,464.38
April 1,900,000 319,924.57

May 159,474,595 26,873,815.34
June 5,200,000 900,136.75
July 7,000,000 1,254,255.51

August 3,900,000 671,279.56

September 6,100,000 1,075,970.58
October 3,700,000 643,858.98
November 3,600,000 624,111.51
December 4,100,000 688,971.42
Total 209,774,595 35,809,442.11

Table 28: Payments to the Ministry of the Treasury and Finance
! The CBRT selling rates of exchange at the date of payment were used in calculating the USD equivalents of the amounts.
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Management of the Deposit Insurance Reserve

The Fund reserves are considered within the framework of Principles of SDIF Financial Asset Management
brought into effect by a Fund Board Resolution. The main principles of financial asset management are as follows:

*  The Financial Risk Committee forms an opinion on the subjects of identifying limits, evaluating maturity
distributions, and taking measures to protect the reserve.

*  The Tender Management System, Payment Management System and Portfolio Management Systems are used
in reserve management.

e Asfrom 11.05.2013, Fund reserves are managed subject to the General Communiqué on the Public Treasury,
and may be invested in TRY and foreign exchange deposits and participation funds, repo/reverse repo, lease
certificates issued by the Undersecretariat of Treasury, and domestic and foreign debt securities.

»  Foreign currency transactions are possible.

*  Government bonds and treasury bills may be traded at the primary and secondary markets.

The reserve held by the Fund within the framework of insuring deposits and participation funds constitute the
“Deposit Insurance Reserve,” while the amounts obtained as a result of resolution operations constitute the
“Resolution Reserve.”

The Fund monitors and evaluates the collections it performs due to the duties assigned to it through Decree Laws,
and expenses related thereto, as separate from Deposit Insurance and Resolution Reserves.

Pursuant to the provisions of Law No. 5787, the fund transfers the amounts remaining after deducting existing
and possible resolution expenses and payments required to be made to other corporations in this scope from the
cash income it obtains from resolution operations to the Ministry of the Treasury and Finance. Resolution reserve
generally consists of amounts held in Fund accounts for the purpose of meeting possible settlement expenses, and
collection amounts held in blocked accounts due to legal problems. The resolution reserve held within this scope
is considered as deposits with banks. As of 12.31.2019, the TRY equivalent of the Fund’s Resolution Reserve was
TRY 1,049 million (USD 177 million). Of this amount, TRY 466 million (USD 78 million) is monitored in blocked
accounts since resolution procedures are underway.

The Fund’s “Deposit Insurance Reserve” is invested in deposits, GDSs, lease certificates, and asset-backed securities
issued by the Ministry of the Treasury and Finance. Of the deposit insurance operations reserve amounting to TRY
52,752 million (USD 8,880 million) as at 12.31.2019 (TRY 55,092 million including the Subordinated Loan made
available to Birlesik Fon Bankasi), a TRY 49,459 million portion is kept in banks as GDS and lease certificate,
and a TRY 3,293 million portion as deposits. The reserve amount increased by 35.32% in 2019 from TRY 38,983
million to TRY 52,752 million. The ratio of this reserve amount to the insured savings deposit and participation
fund total that was TRY 709 billion as at 12.31.2019 (fund ratio) is 7.44%.

The fact that the deposit insurance reserve is at an adequate level contributes significantly to the Fund’s
achievement of its strategic objective of “Strengthening Corporate Capacity in Deposit Insurance.” The ratio of
the Fund’s deposit insurance operations reserve to total deposits and participation funds and the savings deposit
and participation fund covered by insurance is shown in Chart 14.
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Chart 14: Development of the Fund Ratio by Years

Deposit Insurance Risk Management Policies

As part of corporate risk management, the Fund develops risk management policies while taking account of
deposits insurance investment strategies. Fund reserves can be exposed to credit risk, foreign currency risk, interest
rate risk, liquidity risk and operational risks as in any finance institution.

In order to avoid these risks, the Fund makes investment decisions on portfolio allocation and maturity structure
within the limits identified by the Fund Board and the Financial Risk Committee.

Credit Risk:

The credit risk to which the Fund’s reserve is exposed mainly arises from deposits held in banks. Information on
the amount of deposits held in banks by years, and the ratio of the amount to total deposit insurance reserves is
given in Chart 15.

Deposit Amounts and Credit Risk Ratios by Year
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Chart 15: Deposit Amounts and Credit Risk Ratios by Year
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Exchange Rate Risk:
Changes in the assets and liabilities of the Fund as a result of changes in the exchange rate value are monitored
within the framework of financial risk management.

As of 12.31.2019, the TRY, USD and EUR distribution of the insured deposits and participation funds are 62%,
27%, and 11%, respectively. As of the same date, the foreign currency distribution of in the Fund’s deposit
insurance reserves was 82%, 13% and 5%. The ratio of the insured foreign currency deposits and participation
funds to total insured deposits and participation funds, which represent the exchange rate risk to which the Fund
reserve is exposed, is shown in Chart 16.

Foreign Currency Distribution of the Insured Deposit and Participation Fund and
the Deposit Insurance Reserve
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Chart 16: Foreign Currency Distribution of the Insured Deposit and Participation Fund and the Deposit Insurance Reserve

Interest Rate Risk:

Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows or the
fair values of financial instruments. Within the scope of financial risk management, the Fund monitors the
maturity structure and interest rates of the deposits, participation funds and securities in its portfolio. The maturity
structure and types of the Fund deposit insurance reserve as of 12.31.2019 are shown in Charts 17 and 18.

Deposit Insurance Reserve by Maturity (million TRY)
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Chart 17: Maturity Distribution of the Deposit Insurance Reserve
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Distribution of Securities by Type
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Chart 18: Distribution of Securities by Type

Liquidity Risk:

Liquidity risk arises from the inability to meet, when required, the financial liabilities that require cash. In the
management of liquidity risk, investment decisions are made taking into consideration the type of investment
instruments, their liquidity in the market, and their maturity dates.

Operational Risk:

The internal control system and the IT infrastructure are strengthened in order to prevent operational risks that
may occur in the management of Fund reserves. In order to minimise operational risks, transactions are carried out
through Portfolio Management System, Payment Management System and Tender Management System software.
In addition, processes related to reserve management are subject to internal audit.
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Annex 1:
Introductory materials containing descriptive information on the scope and the limit of deposit insurance,
exhibited at bank branches in Turkey.

YOUR DEPOSITS
ARE PROTECTED

ARE INSURED UP TO AN AMOUNT OF
TRY 150,000 PER PERSON, IN EACH DEPOSIT BANK.

DEPOSITS THAT ARE NOT UNDER INSURANCE COVERAGE

Deposit that are not subject to insurance are accounts opened in the foreign branches of deposit banks,
accounts opened in credit institutions which were established exclusively to implement offshore banking
activities in and outside Turkey, and excessive interest, which exceeds the interest calculated by applying
average interest rate of five largest deposit banks and the interest calculated by applying the interest rate
announced to the public and declared to the Central Bank by the defaulted bank.

According to Banking Law No. 5411, deposit banks are prohibited to accept deposits from residents on
behalf of other financial institutions outside Turkey.

PAYMENT OF INSURANCE PREMIUMS

In case the deposit bank’s license is revoked, payments subject to insurance coverage are payable in
Turkish Lira (TRY). In order to determine the insured amount to be paid, sum of principals and interest
rediscounts of the deposit accounts are taken into consideration. Turkish Lira equivalent of foreign
exchange deposit accounts and accounts linked to precious metal are calculated by applying the foreign
exchange bid rate announced by the Central Bank and closing prices of istanbul Gold Stock Exchange
announced on the day the bank’s license is revoked.

Details of information above is in the regulation stated below:

“REGULATION ON DEPOSITS AND PARTICIPATION FUNDS SUBJECT TO INSURANCE
AND PREMIUMS COLLECTED BY TASARRUF MEVDUATI SIGORTA FONU (SAVING
DEPOSITS INSURANCE FUND) published in 26339 issue of Official Gazette dated
November 11, 2006.

www.tmsf.org.tr « bilgi@tmsf.org.tr

TASARRUF MEVDUATI SIGORTA FONU SDI F
Buyukdere Caddesi, No:143 Esentepe - istanbul / TURKEY Savings Deposit

Insurance Fund

Figure 12: Depositor Information Notice -1
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YOUR PARTICIPATION
FUNDS ARE PROTECTED

ARE INSURED UP TO AN AMOUNT OF
TRY 150,000 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 banks which were established exclusively to implement
offshore banking activities in and outside Turkey, and excessive profit shares calculated by taking average
profit share of the three largest participation fund banks.

According to Banking Law No. 5411, participation banks are prohibited to accept participation funds from
residents on behalf of other financial institutions outside Turkey.

PAYMENT OF INSURANCE PREMIUMS

In case the participation bank’s license is revoked, payments subject to insurance coverage are payable in
Turkish Lira (TRY). In order to determine the insured amount to be paid, “participation fund accounts” are
taken into consideration by their unit values and “special current accounts” by their outstanding balance.
Turkish Lira equivalent of foreign exchange participation fund accounts and accounts linked to precious
metal are calculated by applying the foreign exchange bid rate announced by the Central Bank and
closing prices of istanbul Gold Stock Exchange announced on the day the bank’s license is revoked.

Details of information above is in the regulation stated below:

“REGULATION ON DEPOSITS AND PARTICIPATION FUNDS SUBJECT TO INSURANCE
AND PREMIUMS COLLECTED BY TASARRUF MEVDUATI SIGORTA FONU (SAVING
DEPOSITS INSURANCE FUND) published in 26339 issue of Official Gazette dated
November 11, 2006.

www.tmsf.org.tr « bilgi@tmsf.org.tr

TASARRUF MEVDUATI SIGORTA FONU SDI F
BuyUkdere Caddesi, No:143 Esentepe - istanbul / TURKEY Savings Deposit

Insurance Fund

Figure 13: Depositor Information Notice -2
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Annex 2:

Changes in the scope and amount of deposits and participation funds subject to insurance since 1983, the year of
establishment of the SDIF:

Date / Period

07.22.1983
10.09.1986

10.09.1986
03.06.1992

03.06.1992
04.11.1994

04.11.1994

05.05.1994

05.05.1994
06.01.2000

06.01.2000
12.06.2000

01.15.2001
07.03.2003

07.03.2003
07.05.2004

07.05.2004

12.01.2005
02.15.2013

02.15.2013
09.25.2019

09.25.2019

Applicable
Legislation
D L.
No 7o ™ Upto TRY 3 million . _
) Deposits opened by real persons under this name, not
b L Up to TRY 6 million (100% of the first subject to commercial transactions other than drawing
ecree -aw TRY 3 million of this amount and 60% cheques
No. 11084 .
of the balance are insured.)
Up to TRY 50 million (100% of the first : e i " f : f B
Bgf:rze;ol;aw TRY 25 million of this amount and 60% Savings deposits in Turkish Lira (including registered

of the balance are insured.)

Cabinet Decree
No. 5455

Up to TRY 150 million

Cabinet Decree
No. 5565

Full Guarantee

deposit certificates) and foreign currency deposit
accounts belonging to a real person in a bank

Cabinet Decree
No. 682

TRY 100 billion

Savings deposits and gold warehouse and deposit
accounts in the nature of savings deposit in Turkish Lira,
opened by real persons with domestic branches of banks
operating in Turkey and authorised to accept deposits

All of the liabilities of deposit banks established in Turkey

BRSA All liabilities belonging to and the shares of which were transferred to the Fund, and
Resolution deposit banks their foreign branches the accounts of which are
No. 151 consolidated in the balance sheets of these banks
gsss‘ﬁution Full Guarantee Savings deposits a_nd gold warehouse, fgreign currgn;y
No. 1083 deposit accounts in the nature of savings deposit in
Turkish Lira opened by real persons with domestic
BRSA branches of banks operating in Turkey and authorised to
Resolution TRY 50 billion accept deposits, and interest rediscounts
No. 1083
Funds collected in special current accounts and
Fund Board participation accounts opened in Turkish Lira or foreign

Resolution No.
496

TRY 50 thousand

currency in the name of real persons in participation banks
(excluding branches abroad), and dividend rediscounts
belonging to these

Fund Board
Resolution
No. 43

TRY 100 thousand

Savings deposits and Gold warehouse, foreign currency
deposit accounts in the nature of savings deposit in
Turkish Lira opened by real persons with domestic
branches of banks / participation banks operating in
Turkey and authorised to accept deposits / participation
funds, and interest rediscounts, and funds collected in
special current accounts and participation acounts in
participation banks, and dividend rediscounts belonging
to these

Fund Board
Resolution
No. 445

TRY 150 thousand

Savings deposits and Gold warehouse, foreign currency
deposit accounts in the nature of savings deposit in
Turkish Lira opened by real persons with domestic
branches of banks / participation banks operating in
Turkey and authorised to accept deposits / participation
funds, and interest rediscounts, and funds collected in
special current accounts and participation acounts in
participation banks, and dividend rediscounts belonging
to these

Table 29: Changes Relating to the Scope and Amount of the Deposit and Participation Funds Subject to Insurance
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