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ISS Corporate Services (hereafter, ICS) assigns a
rating score of 9.09 (90.91 percent) to Sekerbank
T.AS. (the "Bank" or "Sekerbank"). This rating
reflects a continued good overall performance of the
Bankregarding its corporate governance structures
as measured against the rules stipulated by the
Capital Markets Board of Turkey (the "CMB Rules").
The resultalso signals that therestill remains room
to improve the Bank's governance practices.

ICSwas first appointed by Sekerbank in December
2007 toreview its corporate governance structures
and processesinline with the CMB Rules. This rating
report represents the sixth rating update after
Sekerbank had been subjectto a firstrating released
on 27 February 2008. Sekerbank then had been
rated with a scoreof 7.00 (70.16 percent). It is also
importantto notethat Sekerbankisthefirstbank in
Turkey to have obtained a governance rating.

The ratingreportis basedon information provided
to ICS prior to January 2014. The rating may be
changed, suspended or withdrawn as a result of
changes in or unavailability of such information.

Important: Please notethatthe Bank’s rating results
are not compared to ICS’s last Rating as the
methodology has changed. Please refer to the
"Rating Methodology" section for moreinformation.



COMPANY INFORMATION

Sekerbank 55

Trade Name Sekerbank T.AS.
Buyukdere Caddesi No:171/ABlok
Address Metrocity is Merkezi, Levent
istanbul, Turkey
Web www.sekerbank.com
| " Mrs. Irem Soydan Gller
;e"l‘:‘:i:;S Phone: +90 212 319 7361
E-Mail: ir@sekerbank.com.tr
Chairman Mr. Dr. Hasan Basri Goktan
General Manager | Mrs. Merig¢ Ulusahin

Sekerbank wasfoundedin 1953 as the "Sugar Beet
Cooperative Bank" in Eskisehir.In 1956 it relocated
its headquarters to Ankaraandchanged its name to
Sekerbank. Duringthe 1970s the Bankcompleted its
transition from a cooperative to a full service
commercial bank. Sekerbank went publicin 1997.

In 2002, Sekerbank initiated a major internal
restructuring and successfully transformed itsel f
from a traditional commercial bank into a multi-
channel, diversified financial institution based on
customer and segment focused applications. This
was subsequentlyfollowed by the relocation of its
headquarters to Istanbulin 2004. Today, Sekerbank
is represented by a well distributed branch network
with 312 branch offices with broad geographical
coverage with its morethan50 years of experience.
This has enabled the Bank to become both a major
commercial and retail bank in Turkey.

For the year-ended 31 December 2012, the Bank
reported a 104 percent rise in net profit when
compared to the previous year, amounting to TL240
million.

InJune 2006, Sekerbank's two pensionfunds signed
an agreement with BTA Securities JSC ("BTAS") for
the saleof33.98percentofits issuedshare capital.
This partnership was successfully concluded in
March 2007.1n 2011, BTAS transferred its shares to

Samruk Kazyna; the National Welfare Fund of
Kazakhstan. The Bank's shareholder structureis as
follows:

SHAREHOLDER STRUCTURE

Shareholder % of Share Capital
Sekerbank Voluntary Pension Fund 33.98
Samruk-Kazyna 21.93
BTA Securities JSC 11.76
Sugar Beet Cooperatives 0.08
Publicly Traded 32.24

Source: Sekerbank website

In 2011, Sekerbank's bond issue in two tranches
totaling TL 500 million constituted the domestic
bond issue with the longest maturity amongst
commercialbanks.n 2012, the Bank made another
bondissuanceintheamount of TL330 million. The
total nominal demand forthebondissuereached TL
932 million, which confirmed the Bank's power.

Alsoin 2011, Sekerbank completed the first Covered
Bond issue in Turkey. This issue, specifically for
international investors, was made by using the SME
loansontheBank's balancesheetas collateral. The
Covered Bond program allows Sekerbank to create a
robust financial bridge worth TL 800 million,
connectinginternational institutions with Turkey's
small businesses.

CREDIT RATINGS

As at 30 September 2013, the Bank's ratings were as
follows:

National Foreign Local Financial
Rating Currency Currency Strength
Rating
Fitch A+ (tur) BB- BB-
Moody’s A2.tr Bal Bal D
JCR AA- (Trk) BBB- BBB-

Source: Sekerbank website



RATING METHODOLOGY (as at 31.1.2014)

UNDERLYING REFERENCE

The corporate governance rating at hand has been
conducted by ICS based on the latest CMB Rules
published 3 January 2014 (11-17.1). As such, itdiffers
in content and methodology from ISS’ standard
corporategovernance ratings thatarebased on ISS’
own methodology.

The CMB defined its first Corporate Governance
Principlesin2003, followed by several amendments
and mostrecentlyin January 2014. ICS has updated
its rating methodology under CMB's supervision
based on thelatestregulation. According to the CMB
Rules, all Borsa Istanbul companies are subject to
mandatory implementation of certain CMB Rules.
The CMB Rules continue to look at four categories
(see Weighting Scheme for more information).

Turkey’s governance landscape has moved away
from a "comply or explain" regime to one thatis
moreregulated as the CMB has increased its tone
with a view to boost the competitiveness of Turkish
companies globally.

THE RATING

Based onthenew CMB Rules, ICSidentified close to
600 criteria for the rating (which was previously
around 500 criteria). Each criterion is examined
thoroughly upon compliance by the Bank, on the
basis of publicly available information. Additional
informationwas provided by the Bank uponrequest.

Under the old methodology, a straightforward 0 (no)
or 1 (yes)scoringapproachwasapplied, in addition
to attributing a score of 0.5 pointsinsomeinstances
to acknowledge partial fulfillment. However, this
scoring system has been amended whereby
companies now receive a maximum score of 0.85
(outof 1) for meeting themandatory clauses of the
CMB Rules, but can increase to 1 if the practices
adopted by a company go further than what is
stipulated inthe CMB Rules as mandatory for each
specific group, described below.

THE GROUPS

The CMB Rules classify companies in three main
groups based on the systematic riskcompanies pose
to Turkish capital markets:

1. Group I: Companies with a market value
exceeding TL 3 billion and free float exceeding TL
750 million;

2. Group ll: Companies with a market value
exceeding TL 1 billion and free float exceeding TL
250 million; and

3. Group lll: All other companies which do not fall
under either Group.

Group | companies are required to comply with all
mandatory Principles whereas Group Il and Ill
companies benefit from certain exemptions.
Sekerbank remainsin Group Il as of January 2014.

WEIGHTING SCHEME

The weighting scheme applied for the four main
sections was pre-determined by the CMB, which did
changein 2013.The Board of Directors category has
increased from 25 percent to 35 percent whereas
the Public Disclosure and Transparency category
reduced from 35 percent to 25 percent.

B Board of Directors

B Shareholders

Public Disclosure
and Transparency

Stakeholders

Further sub-weightings have been attributed to the
sub-criteriaaccording to ICS's own reference. Based
on the scoring andadjusted weightings, the overall
rating result is calculated. The result reflects the
overall compliance of the Bank with the CMB Rules
as well as each main category.



THE GOVERNANCE LANDSCAPE IN TURKEY

Though the corporate governance structure and
performanceon thecompany level is of particular
interest for shareholders, one should also
acknowledge the corporate governance landscape
on the country level. Despite the fact that the
country level is not a part of the rating itself, ICS
believes that an overview can enable investors to
enhance their perspective and evaluation of
corporategovernanceinamore holistic approach.

Turkey is well aware of the structural changes and
the need for ongoing development and
harmonization of its capital market legislation.
Although Turkey is a latecomer to corporate
governance, it has tried to speed up the progress
since the year 2000. The overall legal framework
regulatingpubliccompaniesin Turkeyis determined
by the new Turkish Commercial Code (effective 1
July 2012), the Capital Markets Law, the Decree-law,
CMB Rules, andBorsa Istanbul listing requirements.

Focusingin particular on corporate governance, the
CMB and Borsa Istanbul can be observed as key
playersin promoting relevantregulations. They are
supported by several other organizations such as the
Turkish  Industrialists” and Businessmen’s
Association, Corporate Governance Association of
Turkey, Corporate Governance & Sustainability
Center and the Corporate Governance Forum of
Turkey.

Below we have highlighted the general aspects of
the governance landscape in Turkey.

e Within Turkish companies stock ownership is
concentrated, very often characterized by the
presence of a majority shareholder. In addition,
holding structures, conglomerates, pyramid
shareholding structures, and cross-shareholdings
are quite common. Through these mechanisms
Turkish families control a considerable amount of
Turkish listed companies. Additionally, one can
alsofind shares containing multiple voting rights,
thus preserving family control.

e Due to the influential holdings of the families,
familymembers are often present on the boards
of the holdings and subsidiaries or act as
executives.

e Dueto the limited freefloat, hostile takeovers are
rare, thus, weakening the market for corporate
control.

e Stateownership has declined significantly in line
with privatization efforts, butisstill to befound in
the energy, communication and miningindustries.
In the meantime, foreign institutional investors
started to increase their holdings.

e Issued stocks in Turkey range from ordinary
shares, to preference shares. Golden shares only
existin few companies.

e Minority rights are granted to shareholders that
own atleast5 percent of the company’s capital,
providing them with the right to call an
extraordinary general meeting or bring in a
shareholder proposal.

e Even though pre-emptive rights are granted by
Turkish law atthefirst instance, companies can,
through their articles of association, exclude pre-
emptiverightsin case of capital increases up to
100 percent of their registered capital.

e Mandatory tender offer bid requirements exist
above a 50 percent threshold.

e Disclosure of indirect or direct ownership in case
variousthresholds (e.g. 5, 10, 15, 20, 25, 1/3, 50,
2/3, and 75 percent) are passed.

e Companies have adopted IFRS accounting
standards.

e Companies have a single tier board structure.

e The current CMB Rules outlinerules that regulate
the independence of board members.



SECTION | - SHAREHOLDERS

SHAREHOLDERS
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SUMMARY

Sekerbank continues to attaina good result of 9.77
inthis category.Aclear dividend policy is in place
and voting rights are well defined. Each shareis
subjectto the one share - one vote - one dividend
principle.

The Bank's registered share capital is TL 1.25 billion
and this share capital is divided into 1.25 billion
shares, each witha nominalvalueof TL1.The issued
share capital of the Bankis TL1 billionandis paid-up
in its entirety. The registered capital ceiling
authorization was given by the CMB for the years
2011 -2015 (five years).

Sekerbank maintains a clear dividend policy with the
level of payout determined by local regulations,
national and global economicconditions as well as
the Bank's growth strategy. At the Bank’s March
2013 Annual General Meeting (AGM) itwas decided
that it will not distribute dividends to its
shareholders, insteadthe Bank allocated its profits
to the extraordinary reserves (see Section 1.1.2
Dividend and Voting Rights for more information).

Sekerbank pays close attention to minority rights
which have been clearly defined in the Bank's
Articles of Association (AoA). For example, cross
border voting is allowed and shares can be
transferred freely. Inaddition, shareholders areable
to appointa special auditor pursuant to the Bank’s
Corporate Governance Policy.

An Investor Relations (IR) Department has been
established since 2005 to enable shareholders to
exercisetheirrights and obtain relevantinformation.
Sekerbank's IR websiteis easilyaccessible from the
Bank's main website and includes information
concerning the Bank's corporate governance
practices, financials, and pertinent news. The
website can be accessed in English by foreign
investors, which mirrors the contentincluded under
the Turkish version of the website.

The AGM invitation, agenda and accompanying
documents are uploaded to the Bank’s website and
announced in two leading newspapers well in
advance of the meetings. A summary of the vote
results and attendance rate (the "Minutes of the
AGM")is alsouploaded on the Bank's website. The
noticefor the AGM to take placeinMarch 2014 will
be announced three weeks before the AGM.

The AGMs appear to be conducted in a fair and
efficientmanner where shareholders areallowed to
exercisetheirstatutory rights. Inaddition, although
notyet incorporatedin its AoA, Sekerbank permits
the media to attend general meetings if asked
beforehand.

GOVERNANCE FOCUS
+ Established dividend policy

+ Clearly defined voting rights

+ No preferred sharesissues

+ OneShare—0OneVoterespected

+ Shareholders can appoint a special auditor

+Shares canbetransferredfreely

+ General Meetings are held ina shareholder
friendly manner

- The AoA does notincludea provision to allow
Media to the General Meeting

- A general policyon corporate donations has not
yet been established anddisclosed publicly




1.1 RIGHTS OF SHAREHOLDERS

1.1.1 Equal Treatment of Shareholders and Their
Ability to Obtain and Evaluate Information
Accordingto ICS's analysis, no provisions hindering
the equitable treatment of shareholders were
identified. No written or verbal complaints reached
the Bank duringthe2012and 2013 financial years
concerning the exercise of shareholder rights, nor is
the Bank aware of any legal proceedings initiated
againstitselfin this regard.

The Bank has an active Investor Relations (IR)
Department, whichwas establishedin 2005. This IR
Departmentjoined the Financial Control, Accounting
and Subsidiaries Departmentin 2011. One recent
change, according to the Bank, is thatrelations with
shareholders are controlled through the Financial
Control, Subsidiaries and Shareholder Relations
Department (FSSRD) and Financial Institutions,
Investor Relations and Structured Finance
Department (FIIRSFD), with the former carrying out
most of the IR Duties. Such allocation of duties
among various departments is permitted by the CMB
regulation on the conditions that is publicly
disclosed. The Bank fully complies with such
recommendation. According to the Bank, the
manager of FSSRD has the Capital Market Activities
Advanced Level License as well as the Corporate
Governance Rating Specialists License. For the
purposes of this Report, ICS will be referring to the
former IR Department as FSSRD.

The above mentioned departments are comprised of
the followingindividuals: Mr. Orhan Uluyol (FSSRD
Group Head), Mrs. Irem Soydan Guler (FSSRD Vice
President), Mrs. Sibel Kirmizilar (FSSRD Manager),
Mr. Ozcan Demir (FSSRD Manager), Mrs. Giilfer
Tuncay (FIIRSFD Grup Head), Mrs. Oya SARI (FIIRSFD
Vice-president), Mrs. Aysim Selcuk (FIIRSFD
Specialist),and Mrs. irem BULAT (FIIRS Specialist).
Mrs. Sibel Kirmizilar has the Capital Market Activities
Advanced Level License as well as the Corporate
Governance RatingSpecialists License from the CMB.

Following the recent changes made to the CMB
Rules,themanager whoisresponsible for the most
of the duties of the investor relations, needs to be
on the Corporate Governance Committee. The
compliance date for this requirement is June 30,
2014. Finally, againfollowing therecent change, the
Corporate Governance Committee will need to
observe the work of the IR Department, which it
already did. To this end, the Bank stated that the
new CMB Rules will be considered at the nearest
Corporate Governance Committee meeting in
February 2014.

The FSSRD is tasked to allow shareholders to
exercise their rights, respond to written requests
from shareholders, ease shareholders' access to
information, updating the Bank's website, preparing
the interim and annual reports, meeting with
shareholders, investors, and analysts, capital
increasearrangements and corporate governance
activities. Amoredetailed description of the FSSRD’s
duties can be found on the Bank's website.

A good level of information continues to be provided
to shareholders and Sekerbank has made a strong
effortto comply with the CMB Rules in this regard.
Information that may be of interest to shareholders
is provided in an accurate, timely, and diligent
manner throughthe Bank's website and the Public
Disclosure Platform (KAP).

Verbal and written requests for information received
from shareholders during the 2012 and 2013
financial yearswereresponded in a timely manner
under the supervision of the FSSRD and in
compliance with the Capital Markets Law. During the
2012 and 2013 financial years, the Bank held 30
meetings with corporate investors.

1.1.2 Dividend and Voting Rights

Dividend Rights

Eachshareis entitled to an equal dividend. None of
the Bank's shares incorporate special rights
concerning the distribution of the Bank's profits.



A dividend policy is established and accessible
through the Bank's public documents and website, in
English and Turkish. The Bankdoes not carry outany
interim dividend payments and no such provisions
existin its AoA.

The Bank paid no dividends for the 2012 financial
year.TheBank’s profit for the 2012 financial year
was TL240.3 million and after subtracting TL40.7
million deferred tax income thatis not subject to
profit distribution, the remaining balance was TL
199.6 million. The Bank decided to allocate such
amount under the provisions of its AoA and the TCC
as:(1) TL10 million to the Legal Reserves Account;
and (2) the remaining amount of TL 189.6 million,
along with deferred tax income of TL40.7 million
and previous year’s profit of TL201,253 (totalling TL
230.5 million) to betransferredto the Extraordinary
Reserves.

Voting Rights

As the Bank has notissued any preferred stock, each
share is entitled one vote without any further
privileges. Therightto voteis automatically granted
when the shareis purchased, and no arrangements
canbeinstalledthatwouldhinderthis right or cause
a delay in exercising voting rights, following the
share acquisition.

Voting rights are well defined in the Bank's AoA,
ensuring equal and clear voting procedures. The
exercise of voting rights can be delegated to a proxy
whether or notthe personisshareholder. According
to the Bank's AoA, votingis exercised by a show of
hands, though closed ballots are mandatory if
requested by 10 percent of shareholder represented
at the AGM.

There are no ceilings on the number of votes a
shareholder might exercise during the meeting. The
Bank's share capital does not involve any cross-
shareholdings. Finally, ICSis notaware of any voting
agreements aimed at increasing control over the
management of the Bank.

1.1.3  Minority Rights and Transfer of Shares
Minority Rights

Minority rights, as stipulated by the AoA, are granted
to shareholders owning (collectively) at least 5
percent of the Bank's issued share capital. Those
rights include requesting to convene an
extraordinary meeting or requesting special agenda
items. According to the TCC, both aspects are up to
the discretionof the board, thoughshareholders can
appeal to the court to decide on the General
Meeting to convene.

The ability to appoint a special auditor is considered
crucial by ICS. Sekerbank grants this right to its
shareholders since 2009. In case such requestis
rejected by the General Meeting, the minority
shareholders have theright to request appointment
of a special auditor fromthe court. The Bank did not
receiveanyrequests in this sense during the 2012
financial year. Upon engagement, the Bank stated
that no request was made for a special auditor
during the 2013 financial year as well.

Transfer of Shares

Thereareno provisionsinstalled or included in the
Bank's AoA that may impede the free transfer of
shares by shareholders.

1.2 GENERAL MEETINGS (GM)

The Bank’s AGM for the 2012 financial year was held
on 21 March 2013 at the Bank’s headquarters.

Accordingto Article 1527 of TTC, shareholders can
participate at GMs personally or electronically to
vote on the agenda items. Shareholders or
representatives of them who participate
electronically need to have an Electronic Signature
Certificate. Shareholders wanting to participate
electronically need to fulfill the process in
accordance with “Regulation Regarding Participation
to General Assembly Meetings of Joint Stock
Companies on Electronic Medium” and
“CommuniqueontheElectronic General Assembly
Meeting System Used in General Assembly Meetings



of Joint Stock Company” published in the Official
Gazettein August 2012.

ICS notes that the Bank has a robust internal
directive on the working principles and procedures
of the meeting of shareholders and that this
directivecan be found on the Bank’s website. This
directive was approved by the Bank’s shareholders
at the AGM held in March 2013.

1.2.1 Invitation

The Bank can convene a GM ordinarily or
extraordinarily. The AGM should be held at least
oncea year within the three months following the
closing of thefinancial year. The announcement of
the 2012 AGM held in March 2013, including the
necessary information like the date, time and
location, agendaitems, procedures forattendance at
the meeting, proxy forms and arrangement
procedures wereall published 21 days in advance.

An invitation for the 2012 AGM was mailed by post
to theshareholders listed inthe Bank's shareholder
register three weeks prior to the meeting. The
announcementwas also published in two leading
Turkish newspaper 21 daysin advance as well as in
the Turkish Trade Registry Gazette. In addition to the
procedures stipulated by legislation, the AGM
announcement andall necessary documents (annual
reports, etc.) werealsomade available on the Bank's
website21 days prior to the meeting in an attempt
to reach the maximum number of shareholders
possible.

The meeting agenda forthe 2013 AGMto be held in
March 2014 will be disclosed by the Bank three
weeks beforethe meeting via its website, 2 Turkish
national newspapers, KAP, the Electronic General
Meeting System, and the Turkish Trade Registry
Gazette.

The agenda for the 2012 AGM was preparedin a
solid manner, clearlyindicating each agendaitem. In
line with the CMB Rules, the Bank allows
shareholders to put forward agenda items to be

voted on at the AGM. However, for the 2012 and
2013 AGM, the Bank received no such request.

Considering the administrative proceedings, voting
proceduresaresetupina clear and understandable
manner and proxy forms are available in written and
electronicform. Ordinary and Extraordinary GMs are
notified to the Ministry of Customs and Trade (the
"Ministry") and the agenda and the documents
pertaining to the meeting and the relevant
supporting documents are submitted to the
foregoing Ministry. The attendance of a Commissar
appointed by the Ministry inthe GMs is mandatory.
Finally, according to Sekerbank, AGMs are open to
related parties and the media but they are not
entitlted to vote. The Bank’s AoA does not
incorporate such a provision but upon engagement,
the Bank stated thatit will consider adding such a
provision in the Bank’s AoA at the next Corporate
Governance Committee meeting in February 2014.

1.2.2  Functioning

Sekerbank held its latest AGM on 21 March 2013,
within three months following the end of its financial
year.The AGM was heldatits headquarters located
in central Istanbul. This location is considered by ICS
as easilyaccessible to shareholders. The Bank does,
however, allow for meetings to be held at another
location in Istanbul.

Following examination, Sekerbank's AGMs continue
to beheldinanappropriateway, ledinan unbiased
manner by the chairof the AGM and overseen by an
official government representative, and thereby
ensuringthatall shareholders are able to exercise
their statutory rights. The Chairman of the Board
presides over the AGMs. In the absence of the
Chairman, this function is fulfilled by the Vice-
Chairman.

The AGM functions as a forumto discuss the Bank's
annualreportandfinancial results. The appointed
representative of the Bank by the chair of the AGM
reads a summary of theannualreportand the Bank's
financial performance at the beginning of the AGM
in line with the set agenda of the AGM. This is

10



followed by a discussion of the questions raised by
shareholders, if any. According to Sekerbank, all
questions coming from shareholders are, in
principle, responded to in detail.

Itis our understanding that the chair of the meeting
ensures an equitable participation among
shareholders and leads the meetingin a fair and
efficient manner, where each agenda itemis voted
upon separately and where there are no special
privileges enjoyed by any of the Bank's shareholders.

Board members, auditors and other authorized and
responsible persons attend the AGM to answer
requests putforward by shareholders. If any Bank
official who has been invited to a meeting cannot
attend the meeting, the reasons of non-attendance
are to be announced by the chair of the AGM. The
specificright of shareholders to ask questions to the
candidates is provided by the Bank.

Candidates to be elected to the Board are obliged to
disclose a wide range of information covering all
aspects put forward by the CMB Rules. These
requests comprise for example, their educational
background, previous board membership(s) and
experience, financial status, and independence
considerations. All of this informationwas provided
to the shareholders.

The AoA enables the AGM (with a majority of three-
fourth) to allow Board members to be engaged in
other companies' business or their own business.
Once again, no Board member made use of this
authorization and was involved in business or
competitive activities with the Bank during the 2012
financial year.

Voting at AGMs is done by the raising of hands;
however, secretballot system may also be applied
upon therequestof the shareholders representing
10 percent of the share capital in the AGM.

1.2.3 After the General Meeting

As a follow-up to the meeting, minutes are made
available for the examination of shareholders at the
Bank's headquarters. This information is also

disclosed on the Bank's website (in English and
Turkish) summarizing andreflecting the meetingina
short but clear manner. According to the internal
directive, the minutes will be posted on the website
no later than five days following the date of the GM.

Information pertaining to previous annual meetings
of shareholdersis stored on the Bank's website and
is easily accessible both in Turkish and English.

In compliance with the CMB Rules, in cases where
questions areraised by shareholders that cannot be
answered immediately, the FSSRD is responsible for
providing a responseina fast manner. The new CMB
Rules stipulate that the FSSRD needs to provide a
written response within 15 days after the GM. In
addition, all questions asked andtheir responses at
the GM will need to be disclosed on the Bank’s
website within 30days after the GM. To this end, the
Bankstated such changes are already reflected in
the Bank’s internal documents.

11



SECTION Il - PUBLIC DISCLOSURE &
TRANSPARENCY

PUBLIC DISCLOSURE &
TRANSPARENCY

85.78%
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SUMMARY

Sekerbank attains a score of 8.57 in this category. An
Information Policy document, which was last
amended in September 2013, has been provided on
the Bank's website and contains Sekerbank's policy
on howitwill approachpublic disclosure of material
events. The FSSRD is in charge of the
implementation of this policy as well as disclosing
information to the public and responding to the
queries received by the Bank.

Sekerbank discloses its code of ethics, which is
referred to as the Ethical Principles, and a
comprehensive Insider Trading List in its 2012
Annual Report. With regard to the Bank’s Ethical
Principles, this documentis a set of essential rules
thathave been formulated to governthe Bank-wide
relationships, the relationships between the Bank
and its employees, and the relationships with
customers, and other stakeholders. Additional
safeguards governing the behaviour towards clients,
employees and corporate governance principles are
also formalized in this document.

Aside from a few senior management changes (such
as promotions), there have been no major changes
inthe managementor operational organization of
the Bank duringthe 2013 financial year, nor are any
such changes envisioned for the near future. In the
casesuch change does occur, the Bank confirms that
it will share with the public within the scope of
legislative requirements.

A website for investors is easily accessible and is
continuouslyimproved. The content on the website
is well structured and comprehensive. As for the
Bank's Annual Report, it is detailed in terms of
content and contains a corporate governance
section thatexplainsthe Bank's rationale for opting-
out of key governance provisions. The Bank's
financial statements and their notes are prepared in
accordance with existing legislation and
international accountingstandards. In line with the
new CMB Rules, the Bank confirmed that it will be
providingits financial statements and associated
footnotes in English on KAP.

GOVERNANCE FOCUS

+ Information Policyis established and covers
material disclosure aspects

+ Disclosure proceedings are clearly defined and
assigned to highlevel personnel

+ A Code of Ethics (which the Bank refersto as the
Ethical Principles) has been disclosed

+ The Bank's website provides a good level of
resource for investors

+ Key risks and mitigation efforts have been
disclosed in a robust manner

+Thelistofinsidersand a policyto preventinsider
tradinghas been disclosed

+ The Bank hasincluded commentary on forward-
lookinginformationinits 2012 Annual Report

- TheBank has notdisclosed quantifiable
sustainability targets

- The Bank received an administrative fine fromthe
CMB dueto non-disclosure of a “material” decision

2.1 DISCLOSURE — PRINCIPLES & MEANS
2.1.1 Information Policy

The Information Policy has been disclosed to the
public and is accessible through the Bank's website.
This Policy has been composed in pursuant to
legislations and laws of the TCC, the Banking
Regulation andSupervision Agency (BRSA), the CMB,
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Borsa Istanbul, and Corporate Governance Principles
set by the Bank's Board.

The Bank's objectives with this Policy is: (1) to
regulate disclosure of the essential information
abouttheBankanditsactivities; (2) to mitigate the
risk of insider trading; (3) to enhance compliance
with the Turkishregulations; and (4) to ensure that
necessary information related to the Bank and its
activities is sufficient and timely presented to its
stakeholders.

The Information Policy covers forms and methods of
disclosure, authorized personnel regarding public
disclosure, and how investors are dealt with. A
positive development since ICS’s last rating is the
factthatthe Bank hasnowincluded commentaryin
the Information Policy on forward-looking
statements. In addition, the Bank’s 2012 Annual
Report includes commentary on forward-looking
information.

2.1.2 Disclosure Procedures

After reviewing Sekerbank's public disclosures, no
issues were found that would harm investors’
interests. Given Sekerbank's shares are traded on
Borsa Istanbul only; the Bank makes its
announcements on KAP. The Bank's shares are not
traded on overseas stock exchanges so no
disclosures were madeto other relevant bodies. For
the 2012 financial year and 2013 financial year, 49
and 52 material disclosures were made to the public,
respectively.

No additional information was required by the CMB
or Borsa Istanbul for disclosures which were
submitted within thelegally prescribed times during
the 2012 financial year. For the 2013 financial year,
inrelation to disclosure of material circumstances,
an administrative finewas imposed on the Bank by
the CMB under the Articles 103 and 105 of the
Capital Markets Law for the reason that the Board
decision number 95 dated 20 March 2013 was not
disclosed to the public in violation of the Articles 13
and 14 of the “Communique on Principles Governing
Public Disclosure of Material Circumstances” (Series:

VIII, No: 54). As a result of this non-disclosure,
investors were notinformed about such decision
made by the Board until 30 May 2013 when the
application made to the Board with regard to the
covered bond issuance was disclosed to the public.
This decision of the Board provided the
authorizationto renew the CMB permission for new
issues due expiry of the current covered bond
issuance limit of TL800 million. No actual issuanceis
performed based on this authorization, moreover, a
CMB approval needs to be obtained for the future
issuances within the scope of covered bonds initially
announced program.

The Bank statesthatsinceitwas conducting investor
meetings for an Eurobond issuance at the time when
the saidBoarddecision was taken,andbased on the
recommendations of its Lead Arrangers, the Bank
decided thatthis decision was not to be disclosed
takinginto consideration its potential effects on the
course of the then current process/pricing, thus,
considering that the Board’s decision includes
nothing that would mislead the Bank's shareholders.

With the recent changes made to the CMB Rules,
companies are now asked to provide public
disclosures and financial statements and its
footnotes in English on KAP. To this end, the Bank
has confirmed that it will follow the CMB Rules.

The FSSRD is tasked to monitor and supervise all
issues related to public disclosure. Questions of third
parties are responded. The FSSRD forwards the
gueries, views, suggestions and requests raised by
investors, shareholders and stakeholders via
telephone, e-mail, meetings, and/or in conferences
to the Bank's management team.

The responsibility for public disclosureis clearly
defined and assignedto specific individuals within
the Bank. The methods used to discloseinformation
to the public are: financial statements and
footnotes, the Bank's website, analyst meetings and
conferences, declarations and announcements in
newspapers,andpress releases. Inaccordance with
the Bank's workflow and approval procedure, the
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Corporate Communications Department delivers the
press releases and could be found on the Bank's
website. The Chairman and the General Manager or
the person assigned by themis allowed to hold press
meetings.

2.1.3 Transparency Issues
Transparency issues cover ethical behavior, insider
tradingrules andthe functions of the external audit.

Ethical Behaviour

To ensurea high degree of transparency Sekerbank
discloses its ethical rules to the public. For more
informationon the Bank's Ethical Principles, please
refer to the "Stakeholders" section of this report.

Insider Trading

In order to prevent insider trading, Sekerbank
provides a comprehensive list of executives and
other third parties who potentially have access to
informationthatcan impact thevalue of the capital
marketinstruments issued by the Bank. Thislist can
be found in the Bank’s 2012 Annual Report. The
Bank alsoprovides measures undertaken to prevent
insider trading in its Information Policy and
Corporate Governance Compliance Report. During
the period under review, ICS notes that the Bank
alsoincluded a definition of Insider Tradingin its
Conflict of Interests Policy.

External Audit

Since the appointed audit company Akis Bagimsiz
Denetimve Serbest Muhasebeci Mali Misavirlik A.S.
(a member firm of KPMG International) does not
provideany consulting services, it can be considered
as independent from having other business interests
that may impede the objectivity of the auditing
services. Independentauditcompanies are subject
to rotation at certain intervals pursuant to the
regulations of the BRSA.

At the AGM held in March 2013, shareholders
approved KPMG to continue to serve as the Bank’s
external independent auditor for another three
years. Upon review, there appears to be no legal

conflict between the Bank and the external audit
firm.

2.2 ANNUAL REPORT

Overall, the Annual Report continues to be well
prepared and houses all of the pertinentinformation
relevant for investors. For example, Sekerbank's
Corporate Governance Compliance Report, risk
management philosophy, and financial statements
canallbefoundin both tabular and graphic form.
Financial information is presented in a manner that
is easy to follow and the notes to the financial
statements clarify the content. The Bank's growth
strategy is also clear for shareholders to follow.

Annual and interimreports are prepared in Turkish
and English. These reports are signed by the
Chairman of the Board, Members of the Audit
Committee, General Manager, the Executive Vice
President in charge of financial reporting, Group
Head of Financial Control, Budget & Reporting and
Vice President of FCSS, or the individuals holding
equivalent positions. Aresponsibility statement has
been included in the 2012 Annual Report which
shows thatthe authorised people have approvedthe
Annual Reportandfinancial statements for the 2012
financial year. Accordingto the Bank's independent
auditor, KPMG, the financial statements truly reflect
the current financial status of the Bank.

There is a dedicated section on the Bank's efforts
with regard to corporate social responsibility (CSR) in
the 2012 Annual Report. It outlines a thorough and
concrete plan regarding employees’ social rights and
the environment.

Sekerbank's riskmanagement and internal control
systems (collectively referred to as the "Internal
Systems") complies with the applicable banking
regulation,andincludes a brief explanation of the
different types of risk the bank must manage. The
notes to the financial statements provide greater
detail regarding eachtype of riskthe bank is exposed
to. For more information on Sekerbank's Internal
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Systems refer to the "Board of Directors" section of
this report.

Thereare no materially significant legal cases filed
againstthe Bank duringthe 2012 and 2013 financial
years. The number and the amount of open cases
aredisclosed publiclyinthe Bank’s footnotes to the
financial statements.

2.3 WEBSITE

Sekerbank has a dedicated website for IR where
shareholders may find information on the Bank's
corporate governance practices, financial
statements, annual reports, etc. As a means of
communicationthe use of the websiteis alsosubject
to andincorporated in the Bank's Information Policy.

The Bank's website contentis structured in a sound
manner, where investors find relevant documents
suggested by the CMB for inclusion. Features like
the investorpresentations and the FAQ section are
all positive steps taken by Sekerbank which
demonstrates its belief in informingits shareholder
to the fullest extent. The website also offers a
section that includes information previously
disclosed to the public.

Although there is room for improvement, the
websiteis considered by ICS to be relatively user-
friendly and as a satisfying instrument for
shareholders to access information on the Bank.
Sekerbank notes that the website is continuously
being improved. For foreign investors an English
versionof the websiteis also available, which does
not differ in content from the Turkish version.

In reference to the AGM, the website contains
relevantinformationfor shareholders. Thisincludes
the announcement, agenda, the attendee list, and
the minutes.
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SECTION Il - STAKEHOLDERS

STAKEHOLDERS

94.39%
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SUMMARY

Sekerbank hasscored 9.43inthis category. The Bank
continues to build upon a concrete model to have
stakeholders participate in the management of the
Bank and ensures their participation on a continual
basis. The Bank appears to bein contact with its
stakeholders and engaged with its employees.
Sekerbank states thatall feedback received from the
stakeholdersis presented to senior management for
evaluation, solution proposals and policies are
developed from such feedback.

Sekerbank has established the Ethical Principles,
more commonly known as the code of ethics, which
provides the essential framework of rules to be
appliedintherelationships between the Bank and
its stakeholders. Stakeholders are continually kept
informed within the framework of the Bank's
Information Policy.

A Human Resources Policyisin placeand disclosed
publicly. In accordance with its policy, the Bank
offers equal opportunity to people with the same
qualifications in recruitment and promotions. In
additionto thesepolicies, an overview of a robust
training policy for employees has been publicly
disclosed by the Bank. Sekerbank makes use of
structured training systems thatinclude selective
training, online education and on the job training
programs.

Thereis alsoa Corporate Social Responsibility (CSR)
sectioninthe Annual Report and website outlining

Sekerbank's social and environmental efforts. Itis
also important to note that the Bank will be
publishingits first Sustainability Reportalongside its
2013 Annual Reportthisyear. Noteworthyisthefact
thatemployees can organize a trade union, which is
not always common in Turkish companies.

GOVERNANCE FOCUS

+ Bank-wide human resources policy

+ Employeerights are warranted

+ Code of Ethics governing Bank-wide relationships
disclosed publicly

+ A section on Corporate Social Res ponsibilityis
included in the Bank's Annual Report

+ The Bank provides information on the donationsiit
has madeduringtheyear

- Moreinformation canbe provided by the Bank on
its succession planning for higher-level executives

3.1 RIGHTS & DUTIES OF STAKEHOLDERS
Not much has changed in thisregard since ICS's last
rating. Sekerbank defines stakeholders as
shareholders, Board members, employees,
subsidiaries, potential investors, regulatory and
governmental organizations, creditors, customers,
and other third parties.

Sekerbank recognizes and guarantees the rights of
employees inits Ethical Principles. Thereis also a
Corporate Social Responsibility (CSR) section in the
2012 Annual
Sekerbank's

Stakeholders are keptinformed by the Bankthrough
annual reports, material event disclosures, press

Report where information on
social initiatives is provided.

releases, meetings, and its website. The Bank's
corporate portal, Sekernet, keeps the employees
informed. Theinternal information sharing system
enables communicationof allannouncementsin lieu
of using hard copies.

In 2008, Sekerbank published a policy that
establishes concrete measures on how potential
disputes between the Bank and stakeholders are
addressed. This policy was last reviewed and
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amended in September 2013 andcan easilybe found
on the Bank’s website. According to the Bank,
however, no conflicts have occurred to date.
Stakeholders can communicate freely their concerns
aboutanyillegal or unethical practices to the Bank
via the established communication channels set. In
addition, any stakeholder has the right to
communicatedirectly to the Board concerning any
illegal and/or unethical issues.

Relevant unionrepresentatives continue to play an
important role in the relations between the
employees and Sekerbank.

3.2 RELATIONS WITH CUSTOMERS &
SUPPLIERS

Sekerbank's customers can communicate their
suggestions and complaints through the Bank's
branches, the internet, and the Bank's call center.
These suggestions and complaints are then escalated
and evaluated by the Bank's senior management
team. A scheme showinganassessment flow of the
opinions, suggestions and requests by stakeholders
is housed in the Bank's Conflict of Interest Policy,
which was approved by the Bank's Board. During the
2013 financial year, a total of 32 suggestions of
employees wereimplemented, customer proposals
were also considered by the related departmentand
implemented whenever itwas considered feasible
and relevant.

In addition, based on the Bank's Ethical Principles,
employees must strive to pursue customer
satisfaction in their duties and to ensure the
correctionand prevention of the recurrence of the
practices which has led to complaints.

The Bank’s Conflict of Interest Policy and Ethical
Principles make referencesto confidentiality; more
specifically, exceptfor theinformation to be given to
the authorized institutions, organizations and the
persons assigned by them, the employees have to
keep the secrets of the Bank and of the Bank’s
customers.

3.3 PARTICIPATION IN MANAGEMENT

In order to takeinto account stakeholders’ opinions,
as recommended by the CMB Rules, actions arein
place. More specifically, a comprehensive model to
ensurethisinteraction has been set out by the Board
andis availableon the Bank's website. In addition,
stakeholders are continuouslyinformed through the
FSSRD and the Bank’s website.

Employees are encouraged to participate in the
management of the Bank andtheir proposals aimed
at the improvement of the business is given due
consideration. According to the Bank's Annual
Report, feedback received from stakeholders is
evaluated and submitted to senior management, to
assist the development of solutions and policies.

3.4 EMPLOYEES & SOCIAL RESPONSIBILITY
Employees

Sekerbank's internal regulations, policies, workflows,
notifications and internal circular letters are
published to ensure that personnel are informed in
aneasyandtimely manner usingan internal portal
called Sekernet. The Chairman and/or General
Manager's statements on financials, strategies,
activities and operating results are also published
monthly for the staff acknowledgement on this
portal.

As at 31 December 2013, Sekerbank had a total of
4,150 employees. To manage its large workforce,
Sekerbank has a written human resources policy
whichis publicly available. This policy talks about
training employees on thejob aswell as promotion
procedures. Employee relations are conducted by
the Bank's HumanResources Department. The Bank
ensures that equal opportunities are provided to all
employees. According to the Sekerbank, no cases of
discriminationhave been reported during the 2012
and 2013 financial years.

Employees are evaluated on the basis of their
responsibilities, qualifications, work development
and contribution to the Bank's objectives. The
performance evaluationtakes placetwicea yearand
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are shared with all personnel. The implemented
performance evaluation systems are based on
targets and competences andareimportant tools for
increasingefficiency and rewardingperformance. In
2013, a total of 786 employees were promoted to
immediate upper-level positions, 215 employees
were incorporated into the sales pool and 109
managers joined the branch manager pool.

In terms of training, the Bank aims to equip its
employees with the knowledge and skills required by
modern banking and in line with the principles of
equality and continuity announced to all employees.
The general categories of the Bank’s trainings are:
(1) certificate programs; (2) specialization; (3) career;
(4) leadership development; (5) information
technologies;and (6) foreign language. For the 2012
financial year, the Bank staff received an average of
4.8 days of classroom basedtraining per employee,
11.33 days of e-learning and 4.5 days of e-video
training.

With respect to compensation, this is determined
through a benchmarking exercise whereby the
wages and practices within the sector are
determined for each position in relation to the
employees' performance. The Bankusesa balanced
scorecard systemandsales results when evaluating
performance. The Bank pays annual performance
bonuses, based on the employees’ and Bank
performances during the previous year. Benefits
provided to employees are listed on the Bank's
website. Equity is not utilized to pay the Bank's
employees. To this end, the Bank states that the
non-use of equity will be considered in the future
while observing market practice.

The Bank’s employees who are the members of the
Banking Insurance Workers Syndicate have the right
to sign collective bargaining agreements and are
represented within every branch by at least one
person.The monetaryissues and personal rights of
such employees are regulated through Collective
Work Agreements signed between the Bank and the
Syndicate on a two-year renewal basis.

III

Outside the “management pool” of employees,
there are no other specific plans in terms of the
Bank’s succession planning thatis publicly disclosed.
However, upon engagement, the Bank stated that
the Corporate Governance Committee reviews the
necessity and possibility of staff movements within

the executives’ level.

Social Responsibility and the Environment

Social responsibility activities Sekerbank carried out
aregiven in detail in its Corporate Responsibility
section of its 2012 Annual Report as well as on its
website. The Bank's activities comply with the
environmental legislationandtherearecurrently no
claims against the Bank in this regard. Moreover,
Sekerbankisaleaderin its sectorfor the promotion
of energy savings and environmental issues
awareness among its customers, providing a number
of various financial instruments targeted at the
energy savings, renewable energy and
environmental protection.

With a product named EKOkredi (or Eco Loan)
launched in May 2009, Sekerbankaims at financing
energy saving investments and expenses in
appropriate conditions, creating and spreading
awarenessinthesociety about energy efficiency. As
at31 December 2012, over 34,000 customers have
benefitted from this innovative product. In addition,
the 2012 Annual Report states thatthis initiative has
prevented 2.5 million tons of carbonemissions. As a
result of the evaluations conducted through the
Turkish Ministry of Development to identify the
world’s most effective applications insustainability,
EKOkredi was selected one of the best practices to
represent Turkey at the Rio+20, United Nations
Conference on Sustainable Development in June
2012.

Sekerbankisalso oneof thefirst five banksincluded
inthe Carbon Disclosure Project (CDP) 2010 Report.
As of 2010, the Bank began applying carbon
emission measurements. Finally, the Bank will be
publishing a sustainability report alongside its
Annual Report for the 2013 financial year.
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Onthesocial front, theBank has opened 18schools
in Turkey since 1965, an initiative that has been
recognized by Turkey’s Ministry of Education. The
Bank hasalsobeen publishing for the past30yearsa
children’s magazine to help with their education,
issued free of charge. This magazineis also published
in braille.

During the 2012 financial year, the Bank made a
total of TL 394,904 in donations to various
foundations andassociations working for the public
good. A few of the recipients of the donations were
listed in the 2012 AGM’s Minutes, which are
included onthe Bank’s website. However, a general
policy on donations made by the Bank has not been
disclosed. To this end, the Bank states that it has no
written policy on donations but that it acts in
accordancewith its mission, social responsibility
policy and local legislation.
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SECTION IV - BOARD OF DIRECTORS (“BOARD”)

BOARD OF DIRECTORS

88.17%
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SUMMARY

Sekerbank has a score of 8.81 in this category.
Firstly, it is important to highlight that the
composition of the Bank's Board hasagain changed
since it was last reviewed. The Board’s size has
increased by one to thirteen (13) members. The
number of independent non-executive directors
(NEDs) has increased to four members.

Following the changes to the Board's composition
during the period under review, ICS notes that the
Bank's Board continues to comply with the rules
stipulated by the CMB. In terms of non-executive
representation, the composition of the Corporate
Governance Committee and Audit Committee also
meet the CMB Rules. The composition of the
Remuneration Committee does not comply with the
CMBRules asthe General Manager is a member of
it.Inaddition, ICSnotes thatthere aretwo members
of the Board that sit on more than one Board
Committee, which falls short of CMB Rules. Finally,
ICS notes thatthe Bank’s internal regulations do not
stipulate Chairman positions on the Audit and
Remuneration Committees.

The suggested separation of the Chairman of the
Board andthe General Manager is followed. Mr. Dr.
HasanBasri Goktan serves asthe Board's Chairman
and Mrs. Meri¢ Ulusahin serves as the General
Manager. Mr. Viktor Romanyuk serves as the Vice-
Chairman. Therole of Vice-Chairman was previous|ly
carried out by Mr. Arman Dunayev.

The Bank's AoAclearlydescribes both the duties and
working principles of the Board. Board members
have prepared explicit declarations of compliance
with internal and external regulations. Thisis in
accordance with the CMB Rules.

There are risk management and internal control
systems in place at Sekerbank, which have been
made more robust over the years.

| GOVERNANCE FOCUS

+ The Board plays an activerole in the Bank's strategic
planning

+ The Bank does not lend money to Board members or
executives

+ Each Board member is entitled to one vote

+ A secretariathas been established to support the Board

+ General Manager and Chairman positions are separately
held

+ The Board has four independent NEDs

+ Efficient risk management and internal control
mechanismin place

+ A robust adaptation programis in place for new Board
members

= The Bank’s internal regulations do not stipulate the
provision of a Chairman on the Audit and Remuneration
Committees as it reports directly to the Board

- The General Manager serves on the Remuneration
Committee

- One Board member sits on three Board Committees, and
another Board member sits on two Board Committees

Each Board member has one vote without any
privileges. Attendance at Board meetings is
encouraged and all Board members need to be
present in-person at meetings where important
matters concerning the operations of the Bank are
goingto bediscussed. According to the Bank's 2012
Annual Report, full attendance was attained in all
Board meetings held in 2012. Upon engagement,
the Bank stated that full attendance was again
achieved in all Board meetings held in 2013.
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4.1 PRINCIPLES OF ACTIVITY, DUTIES,
AND RESPONSIBILITIES OF THE BOARD
Sekerbank's Board appears to fulfill its duties with
diligenceandmeets its responsibilities. The Board
defines the Bank's mission and visionandis thereby
leading the Bank. The Board continuously reviews
the Bank's position in the market and defines new
targets and strategies responding to changing
conditions. The Board isinformedaboutthereasons
of divergences regarding strategic targets and
budget. Targets and budgets are revised only when
needed and detailed presentations are made
regarding the market, macroeconomic environment
and the sector to the Board by the senior
management team.

The Board believes thatthe 2012 financial year was
a successful one where it achieved budgetary
targets, as well asimplemented strategic plans. One
area that the Bank has not addressed is the
disclosure of targets which ithasfailed to achieve in
its public documents. To this end, the Bank stated
thatproviding such informationis currently planned
and will be discussed at the next Corporate
Governance Committee meeting in February 2014.

All of the nominated andappointed Board members
possess the qualifications stipulated by the CMB. The
Boardis structured to ensure maximum influence
and effectiveness. Article 24 in the Bank's AocA
stipulates the principles regarding this matter. Itis
the Bank's principal aimto appoint Board members
who possess knowledge regarding the legal
principles governing the Bank's transactions and
business, are qualified and experiencedin corporate
management, and possess the capability of
examining financial statements and reports.
Background information of the members of the
Board is included in the 2012 Annual Report and
more up to dateinformation on the Bank's website.
Having looked at the current Board members'
experience, ICS concludes that such requirements
have been met by the Bank's Board members.
Persons having financial interests in competing
establishments or companies cannot be appointed
to the Board.

It is mandatory that independent Board members
issue an independence declaration and inform
immediatelythe Boardin casetheir independenceis
compromised. Before commencing work, Board
members declare compliance with all necessary
internal and external regulations in writing.

Concrete mechanisms used to keep Board members
regularly and comprehensively informed on
pertinent matters are explained and thereis a Board
of Directors Department with the aim of keeping
Board members informed.

Sekerbank does notimposeany rules orrestrictions,
unlessstipulated by the Turkish legislation, on its
Board members assuming additional duties outside
of the Bank. Nevertheless, as suggested by the CMB,
the Bank's AoA provides guidance to the issue of
Board members engaging inbusiness or competitive
activities with the Bank. Such activities have to be
approved by three-fourths of the Bank's
shareholders at the AGM. The 2012 Annual Report
states that no Board member engaged in any
business or competed with the Bank during the 2012
financial year. The Bank confirmed, upon
engagement, that this continued in 2013.

An official declaration confirming the careful
preparationof financial statements is provided by
the Chairman, General Manager, the Audit
Committee members and theresponsible financial
officers in the 2012 Annual Report. Turkish Law
foresees the joint liability of the Board. In
accordance with this, the AoA states that the Board
should perform and carry out its duties in
accordance with the provisions of the Capital
Markets Law, Banking Law, TurkishCommercial Law
and the AoA.

A performanceevaluation of the Board and its key
Committees was carried out during the 2012 and
2013 financial years. Starting with the 2013 Annual
Reportto be published, the Bank will provide more
informationon this processas well as its results in
more detail to its stakeholders.
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Sekerbank has a formal training/compliance
programfornew Board membersthatiscarried out
by the Corporate Governance Committee. The 2012
Annual Report provides details on the Bank's
comprehensive orientation program.

Thereareno sanctions foreseen for employees that
obstructthe flow of information to Board members,
apartfromtheones foreseenin Turkish Labor Law.

4.2 BOARD STRUCTURE

The Bank's AoA suggests a minimum Board size of
nine members with a maximum of 13 members. The
current Board is composed of thirteen members,
which hasincreased by one member sincelastyear’s
Rating. Four new members have joined.

Appointed Board members at Sekerbank seem to be
highlyqualified and show a high level of knowledge
and experience, reflected in theirlong-lasting career
backgrounds.

Thereis noage limit prescribed in the Bank's AoA.
Pursuant to the current AoA, Board members are
elected for a maximum period of three years, with
re-election possible at the end of term. As for
diversity on the Board, ICS notes that there is one
woman serving on the Board(who alsoserves as the
Bank's General Manager) - Merig Ulusahin, which is
in compliance with the CMB Rules. Although not a
mandatory clause under the CMB Rules, the Bank
needs to adopt a general diversity policy that
specifiesatarget (notto be less than 25 percent of
the Board) and a target date for reaching such goal.
Upon engagement, the Bank stated that it will
consider the new change at the next Corporate
Governance Committee meeting in February 2014.

The suggested separation of the Chairman of the
Board andthe General Manager is followed. Mr. Dr.
HasanBasri Goktan serves as the Board's Chairman
and Mrs. Meri¢ Ulusahin serves as the General
Manager. Mr. Viktor Romanyuk serves as the Vice-
Chairman. Mr. Viktor Romanyuk is Managing
Director of BTAJSC and board member of various
subsidiaries of BTA JSC since December 2011.

According to the Bank, four Board members are
considered to be independent. We note that
pursuant to the CMB Rules, itis sufficient to have
four independent NEDs for a company of
Sekerbank'ssizeandits line of business. Mr. Halil
Can Yesilada and Mr. Zhandos Yessenbay are
considered to be independent based on the CMB
Rules as they sit on the Audit Committee.

The table below shows the composition of the
Board:

Name Role Independent
Dr.Hasan Basri Goktan Chairman
Viktor Romanyuk Vice-Chairman
Merig Ulusahin ED, General
Manager
Emin Erdem ED
Erdal Batmaz ED
Nariman Zharkinbayev ED
Halil Can Yesilada NED X
Uzeyir Baysal NED X
Khosrow K. Zamani NED
Ulf Wokurka NED X
Askhat Beisenbayev NED
Nariman Zharkinbayev ED
Zhandos Yessenbay NED X

No lawsuits were brought against Board members
with regard to the Bank's activities during the period
under review.

4.3 BOARD COMMITTEES

4.3.1 General

Sekerbank has established an Audit Committee,
Corporate Governance Committee, Remuneration
Committee and a Credit Committee. All four
Committees metduringthe 2012 and 2013 financial
years.Thereisalsoan Assets & Liabilities Committee
and Improvement of Operational Findings
Committee atthe Bank's management level. By the
time this Reportwas published, the Bank had not yet
established a separate board committee for
nominations which is housed with the Corporate
Governance Committee.

Two Board members serve on morethan one Board
Committee, which does not meetthe CMB Rules. To
this end, the Bank states that the Board decides on
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memberships on the basis of trying to ensure that
the Committees are effective and efficient.
According to the Bank, the results of the Board’s
performance evaluation support the Committees’
current compositions.

4.3.2 Audit Committee

Accordingto the new CMB Rules, allmembers of the
audit committee of banks are considered to be
independent. In addition, the nomination
procedures specified by the CMB are also not
applied. However, independent directors not serving
on the audit committee are subject to the
independence criteriaand nomination process under
the CMB Rules.

The Audit Committee, reporting directly to the
Board, oversees the financial and operational
activities of the Bank. The Audit Committee
scrutinizes the effectiveness and adequacy of the
internal control and audit. The Audit Committeeis
also responsible for ensuring that measures are
taken suchthatinternal controls are transparent.

The Audit Committee's composition is as follows:

| Name Role Independent \
Halil Can Yesilada Member X
Zhandos Yessenbay Member X

Both Audit Committee members are considered by
the Bank to be financial experts. The Audit
Committee met 12 times during the 2012 financial
year. Through engagement, the Bank stated that the
Audit Committee again met 12 times in 2013.
Accordingto the Bank, all meetings were attended in
full.

The external auditfirmisinvited to the meetings of
evaluation of the financial statements if the Audit
Committee members consider that its presence
could help clarify issues.

Inaccordance with the Turkish regulation and the
internal regulations of the Bank, the Audit
Committee presents written reports to the Board.

It should be noted, however, that the Audit
Committee does not have a Chairman. Upon
engagement, the Bank stated that it has very
detailedandsolid regulations setting the workflow
of the Audit Committee. In addition, the Bank notes
thathavinga Chairman for the Audit Committeeis
not a requirement under both CMB Rules and the
Banking Regulation and Supervision Agency.

4.3.2 Corporate Governance Committee

A Corporate Governance Committee has been
established to assist the Board in creating and
improving the Bank's governance structure and
practices. Inaddition, this Committee observes the
work of the FSSRD.

The Committee's composition is as follows:

Name Role Independent |
Khosrow K. Zamani Member

Dr. Hasan B. Goktan Member

Halil Can Yesilada Member X

Ulf Wokurka Chairman

UIf Wokurka is the Chairman of the Corporate
Governance Committee and is an independent
Board member, whichisinlinewith the CMB Rules.
In addition, the Committee is comprised of solely of
non-executive directors, which again meets the CMB
Rules. Moreover, the General Manager is an
Observer Member in this Committee, which helps
enhance the implementation process of such
Committee’s proposals.

The Corporate Governance Committee met four
times in 2012 and six times in 2013. All meetings
were attended in full according to the Bank.

4.3.3 Credit Committee

The Credit Committee ensures compliance of the
Bank's creditactivities with the Bank's strategy as
well as evaluating credit proposals across the Bank
within the limits set by the Board. The Board is
mandated to audit the activities of the Credit
Committee. All Board members are authorized to
request information from the Credit Committee,
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regarding their activities, and to execute anykinds of
control that they deem to be appropriate.

The Credit Committee needs to consist of at least
two members who are appointed by the Board from
amongstthe members of the Boardand the General
Manager. This Committee is responsible for the
performance of the duties specified by the Banking
Law, or bestowed upon itself by the Board. The
resolutions withinthe limits set by the Board passed
by the Credit Committee unanimously are executed
directly whereas the resolutions passed by the
majority are executed following the approval of the
Board.

During 2012, this Committee met 46 times. In 2013,
the Bank stated that the Credit Committee met 60
occasions.

The Committee's composition is as follows:

Name Role

Corporate
engagement, the Bank added that the BRSA

having any decision making powers. In addition, the
Bank feels that the General Manager’s experience is

valuable to the workings of the Committee by the

Governance  Committee.  Upon

regulations do not restrict the General Manager

serving on such Committee.

The Committee’s composition is as follows:

Name Role Independent
Dr. Hasan B. Goktan Member

Meri¢ Ulusahin Member

Viktor Romanyuk Member

Uzeyir Baysal Member X

The Committee, holding a meeting once a year,
determines premium payments policy, Collective
Work Agreements, salary increase rates and

methods prior to the wage increase for the non-
unionized staffand oversightits implementation in
accordance with the principles of the Corporate

Dr. Hasan B. Goktan Member Governance Committee.

Emin Erdem Member

Meri¢ Ulusahin Member 4.4 EXECUTIVES

Nariman Zharkinbayev Member The day-to-day running of the Bank is assigned to

the seniormanagementteam. Below is thelist of the

4.3.4 Remuneration Committee

In 2011 Sekerbank established a Remuneration
Committee. This Committee does not have a
Chairman and as such believes thatitcomplies with
the CMB Rules regarding committees needing to
haveanindependent board member serving as its
chairman. The Bank states that the Board’s
Committees do not have decision making powers
and may only advise the Board on a specific decision.
Inaddition, the Committeeis comprised a majority
of non-executive directors, which meets the CMB
Rules.

The General Manager, who should not be serving on
such a Committee according to the CMB Rules,
serves as a member on the Remuneration
Committee. To this end, the Bank stated that such
arrangement is considered appropriate as the
General Manager does not have a veto power and as
mentioned above, this Committee is not viewed as

Bank's senior managementteamasatJanuary2014:

| Name Role

Merig Ulusahin

General Manager

Orhan Karakas

EVP - Corporate & Commercial
Banking

Halit H. Yildiz

EVP — Retail Banking

Zafer Ersan

EVP —Internal Control and Risk
Management

Abdullah Y. Akbulut

EVP - Credit Monitoringand
Administrative Follow-up

Cetin Aydin

EVP — Audit

Salih Zeki Onder

EVP - Financial Institutions

Ramazan Karademir

EVP — Corporate and Commercial
Credit Management

Hiseyin Serdar

General Secretary

Nejat Bilginer

EVP — HR

Tanol Turkoglu

EVP — Information Technology

Selim Giray Celik

EVP — Financial Control, Budget
and Strategic Planning

Fatin Rustl Karakas

EVP — Retail Credit Management

Feyza Onen

EVP —Treasury

Nihat Blylkbozkoyun

EVP - Operations
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Sincelastyear’s Rating, Mr. Abdurrahman Ozciger
has leftthe Bank asthe EVP of Retail Banking. He has
been replacedby Halit H. Yildiz. ICS also notes that
four new members have been added to the senior
management team — Mr. Selim Giray Celik, Mr.
Fatin Riistii Karakas, Mrs. Feyza Onen, and Mr. Nihat
Blylikbozkoyun. The latter three executives were
promoted.

WithinICS's analysis, noissues have been revealed
that would cause doubt about the transparent,
reliable and accountable work of the executives. The
executiveteamreports to the Board and the Bank's
resultsarescrutinized in comparison to the budget.

Penaltiesto beapplied incases of losses arising from
the failure or underperformance of managers
serving in the technical and administrative
organizationhave not been specified in the Bank's
public documents but are managed by local
regulationsaswell as through the non-payment of
bonuses.

From previous engagement, Sekerbank confirmed
thatithas Directors & Officers liability insurance.

4.5 FUNCTIONING OF THE BOARD
Sekerbank's Board convenes as required by the
business, provided thatitisatleast onceevery three
months.Boardmeetings are held upon the written
invitation of the Chairman or one of the Board
members. The Board meetings are held in Turkish
but translators may be provided to non-Turkish
speakersifrequested in advance. During the 2012
financial year, 17 Board meetings took place. In
2013, the Board met on 20 occasions.

The agenda of the Board meeting is drafted by the
Chairman and is submitted to all Board members by
the Board of Directors Department atleast one week
before the date of the meeting via e-mail. The
agenda may be revised in accordance with the
suggestions of the Board.

Although all Boardmembersare required to attend
meetings in person, Sekerbank provides the

provision to attend the meetings by using any
technological methods that would provide remote
access. The opinions of the members, who are not
able to attend the meeting but present their
opinions in writing, shall be submitted for the
information of the other members. According to
Sekerbank, travel and meeting expenses of the
Board are paid out of the Bank's general budget.

Each Boardmember is entitled to one vote without
any preferential voting or veto rights. The Board and
majority decision quorum are both stated in the
AoA. The quorum for the Board meetings is seven
members and the resolutions are passed by the
affirmative votes of the seven attending members.
The provisions of the Banking Law, Capital Market
Law, and the TCCapply forall matters pertaining to
the rights, powers, andresponsibilities of the Board,
and pertaining to the administration of the Bank,
which have notbeen regulated in the Bank's current
AoA. Board decisions are not effective until they are
signed and recorded inthe decision book. Executives
can attend meetingson a frequent basis and when
called upon by the Board.

Inlinewiththe CMB Rules, the Board members who
cast negative votes must sign the minutes by also
stating their justifications. The documents
concerning the meeting as well as any related
correspondences shall be archived by the Board of
Directors Department. No such opposition or
alternative opinion has been expressedin any of the
Board meetingsin2012and2013. As such, the Bank
made no announcement to this effect to the public.

The Board of Directors Department has been
established inorder to prepareand assist the Board
meetings as well asto ensure convenient access to
information for Board members. The meeting
minutes and the decisions taken by the Board are
prepared in Turkish and in English.

Board members can seek external advice whichis
reimbursed by the Bank. However, if such a serviceis
used, this needs to be disclosed publicly in the
Bank’s Annual Report according to the new CMB
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Rules. To this end, the Bank feels that the
consultancyfee provided as a general amountin the
financial statements is sufficient and that anything
moreto be provided will not be practical or feasible
due to commercial sensitivity.

Overall, the Board meetings appearto be conducted
in an efficient and sound manner. Conducted
interviews did notreveal any issuethatcould cause
a differentimpression.

4.6 INTERNAL
MANAGEMENT

Sekerbank has defined and implemented a risk
management and an internal control mechanism.
This systemis comprised of three divisions (internal
auditunit, compliance andinternal control unit, and
risk management unit). All of these units report
directly to the Board and the Audit Committee.
Furthermore, Internal System Managers report
directly to the Audit Committee as well. All types of
risk confrontingthe Bank are also described in the

CONTROL & RISK

Bank's Annual Report and the risk system is
elaborated upon in the Corporate Governance
Compliance Report.

Moreover, it is a duty of the Board to oversee
whether or notthe Bank complies with the relevant
legislation, AoA, in-houseregulations and policies.
ICSdid notreveal any instance thatthe Board would
fail to fulfill this duty in an adequate manner.

Risk Management

Sekerbank's Risk Management System consists of all
the decision-making, executing and as a
consequence, monitoring, controlling and auditing
bodies of the Bank; its scope, thus, covers: (i) the
Board; (ii) senior management; (iii) internal systems;
(iv) Committees established by the Board within the
Risk Management System; and (v) Committees
established by senior management within the Risk
Management System.

The Bank provides a detailed document on its
website detailing its purpose and principles. The Risk
Management Systemis underthe supervision of the

Bank's Audit Committee. Areas of interest for the
Bank's investors are the tools of the Risk
Management System, which include: (i) the
establishment of risk limits; (ii) the segregation of
duties and decision-making system; (iii) the
establishment of sound communication channels
(including financialand managerial reporting lines);
(iv) the establishment of sound internalcontrols; and
(v) the structuring of emergency and business
continuityplanning. For the 2013 financial year, the
Bank’s management fully complied with the scope of
Basel Il principles adopted in the country by the
BRSA.

The Bank hasidentified the following risks which it
may be exposed to: (i) creditrisk; (ii) strategic risk;
(iii) market risk; (iv) interest rate risk; (v) liquidity
risk; and(vi) operational risk. Through the effective
use of advanced risk measurement and analysis
techniquesin the areas of credit risk, market risk,
interestraterisk, liquidity risk, operational risk and
strategic risk, the Risk Management Department
operated the information flow and reporting
channelsina timely and sound manner during the
2012 financial year. The results of stress tests and
scenario analyses conducted to measure the impact
of a potential loss that may be incurred under the
most extreme conditions on the Bank’s financial
structure were reported on a regular basis.

Internal Audit

The Bank's internal auditors are responsible for
auditingthe Bank's activities regarding compliance
with the Banking Law andrelated regulations, other
effective legislation and the Bank's internal
strategies, principles, policies and procedures. This
teamalso provides assurance to the Bank's Board of
Directors and senior management regarding the
effectiveness and adequacyof internal control and
risk management systems.

The internal auditors continuedto execute audits in
2012 and2013andfocused on activities as central
audits that utilize remote auditing techniques and
process audits where the effectiveness and
sufficiency of the internal controls over the
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information systems and banking processes are
evaluated.

In 2012, 15 separate banking processes were
audited. Moreover, the auditing of 168 branches, 21
units and six participations were executed; special
purposeand short-term "spot audit" activities were
carried outin 30 branches.

Reports of the audit activities were summated to the
Audit Committee as well as the Bank's senior
management team. Actions taken with regards to
theseauditfindings werealso closely monitored by
the Audit Committee.

Internal Control and Compliance Unit

The Internal Control and Compliance Unit conducted
central control activities on the operations of the
Bank’s business lines as well as on the consistency
andreliability of the information systems and the
accounting processes. With regard to on-site
controls, branch operations and security practices
were controlled in accordance with legal
requirements and the Bank’s standards.
Assessments and recommendations were reported
to the Audit Committee and to the Bank’s senior
management on a regular basis.

4.7 REMUNERATION

In line with the CMB Rules, the Bank provides
shareholders the opportunity to vote on its
remunerationpolicy at AGMs. For Board members,
the fees are determined at the AGMs and are
determined based on the time required for the
Board meetings, pre-meeting and post-meeting
preparations andthe performance of duties. For the
2012 financial year, the Bank paid TL14.8 million to
the top management. The Bank does notconsider it
appropriateatthis time to provide information on
payon anindividual basis or distinguishing between
Board andSenior Executive salaries based on market
and sector practices.

Each Board member receives TL 6,500 (previously TL
6,000); fulltimeindependent members are paid TL

13,000. Full-time Executive Directors and Audit
Committee members arepaidTL19,500 (previously
TL 18,000). The Executive Chairman is paid a net
amount equal to three-fold this amount and a
premium as per the relevant regulation. No
attendance fees are paid.

The Bank's remuneration package for its senior
management consists of: (i) basicsalary; (ii) annual
bonus; and (iii) benefits. The salary levels are
regularly reviewed in order to be able to reflect
market trends and the individual's performance.

The bonus scheme for the Bank’s managementteam
is a combinationof individual performance based on
the competences and leadership criteria,
achievements of targets set for the specific area of
responsibilities and for the Bank as a whole
evaluated in view of the Bank’s long-term
performance. According to the 2012 Annual Report,
the average performance-based achievement bonus
was 1.3 times the average salary of the employees
eligible to participate in the bonus scheme. More
specifically, a total of TL 25 million of the 2012
profits were distributed to the personnel and the
Board as premium after excluding tax and other
deductions.

ICS notes thatthe Bank currently does not offer any
equity to its senior managers as part of their
remuneration package. Mr. Dr. HasanB. Goktan and
Mr Khosrow Kashani Zamani hold shares
corresponding to 0.05 percentand0.012 percent of
the Bank’s share capital, respectively. Both
shareholdings were acquired from the Bank’s public
offering.

No loans were extended to the Board members on
the basis of thecriteriasetforthin Article 50 of the
Banking Law. In addition, no credits were granted
under the name of personal credit through a third
party or guaranteesintheir favor. There is no non-
conformity to the Banking Law regarding loans,
credits, etc. to be extended by the Bank to any Board
member.
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