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The Co-opera�ve Movement in Cyprus considered as one of the well organized and the 
thstrongest in the world, was introduced at the beginning of the 20  Century and the first 

Co-opera�ve Society was founded in 1909.

In 1937 the Co-opera�ve Central Bank was founded. Its purpose was to provide credit for 
those member socie�es that are in need, through self-financing within the Co-opera�ve 
Movement.

According to the Cons�tu�on of Cyprus and the Treaty of Establishment enacted in 1959 
when Cyprus acquired its independence, both the Cyprus Co-opera�ve Central Bank and 
the Co-opera�ve Movement on the island were split into two separate parts, as Turkish 
and Greek Cypriot.

Today, at the center of the Co-opera�ve credit system of the Turkish Republic of Northern 
Cyprus is the Cyprus Turkish Co-opera�ve Central Bank Ltd. (KOOPBANK) which was 
established in 1959 as a ter�ary Co-opera�ve Society. Members of the Bank are the Co-
opera�ve Socie�es, which are obliged by the Co-opera�ve Law to deposit their liquid 
funds with the Bank.

KOOPBANK, in addi�on to its obliga�on to comply with the Co-opera�ve Socie�es Law 
and Rules, is at the same �me subject to the Banking Law of 2001.

Today, KOOPBANK provides the following services: 
A. It acts as the Central Banker to the local Co-opera�ve Socie�es by giving loans to those 

Socie�es in need and accep�ng deposits from those with surplus funds.
B. It is the lender of last resort for Co-opera�ve Socie�es involved in banking ac�vi�es.
C. To assist the agricultural development, it provides government-subsidized loans 

directly to the farmers. These loans are usually long-term and at low rates of interest.
D. Through its agricultural oriented subsidiaries, it provides a whole range of agricultural 

requisites including fer�lizers, insec�cides, machinery and equipment for farmers 
usually on credit basis un�l the ingathering of the crop.

E. As part of its strategy to build an integrated financial services group, the Bank's 
wholly-owned subsidiary Şeker Insurance (Kıbrıs) Ltd. has been a major insurance 
company in the country providing insurance services to all sectors. 

F. Financing of farmers for land development and land leveling.
G. Financing the local authori�es and the State for several of their projects.

As well as the above specialized services, Koopbank offers a comprehensive range of 
retail, corporate and foreign banking services through its 20 branches and its numerous  
correspondents abroad. It is the major bank in the financial system of the country in terms 
of its size and the use of technology, such that at least one person from each household is a 
customer of the coopera�ve socie�es. 

BANK PROFILE
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In its dedica�on to serve be�er for its customers and member socie�es, Koopbank has 
con�nuously been working towards improving its service quality and expanding the range 
of its products and services to meet the ever-changing demands. 
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                                              REPORT OF THE DIRECTORS

1. The Board of Directors has pleasured in submi�ng their Report for the year 2019 together 
st

with the Audited Balance Sheet and the Profit and Loss Account as of 31  December 2019.

2. Profit and Loss Account

            The Net Profit of the Bank for the year 2019 arising from its ordinary ac�vi�es in the Banking, 
Commercial and Industrial fields, before making any transfers to Provision for Doub�ul 
Accounts, was TRY 25,231,522 compared to TRY 46,774,878 for the year 2018, reflec�ng a 
decrease  of 46,06% . In 2019, the Net Profit amounted to TRY 22,932,104 whereas 
corresponding amount for the previous year was TRY 44,630,148

 

The Bank also had other opera�ng income of TRY 9,554 consis�ng of Entrance Fees from 
New Shareholders. The corresponding figure for the previous year was TRY 10,403. 

3. Taxa�on

In respect of 2019, a provision of TRY 2,308,972 was made for the taxa�on liability, leaving 
an overall Net Income of TRY 22,932,104 for the year, a�er taxa�on is deducted.

4. Under the Co-opera�ve Socie�es Law, The Bank is subject to a levy, up to 15% of its annual 
Net Profit from ordinary ac�vi�es as compulsory contribu�on to the statutory Co-opera�ve 
Socie�es Audit and Supervision Fund. The exact amount of such contribu�on is determined 
by the Turkish Cypriot Registrar of Co-opera�ve Socie�es. In the accounts for 2019 no 
provision was made for this purpose following an understanding with the registrar to that 
effect.

5. As explained above, the remaining balances of TRY 22,932,104 are credited to the General 
Reserve Account in accordance with the statutory regula�ons in force. Under the 
regula�ons made pursuant to the Coopera�ve Socie�es Law and Bank's by-Law; the Bank 
Reserves are not available for distribu�on as a dividend or appropria�on for any purpose; 
hence they are of the nature of addi�onal permanent capital.

6. Ac�vi�es of the Bank

       
             In the banking field, the Bank opera�ng through nineteen banking branches in Northern   
            Cyprus,  provides a comprehensive range of domes�c and foreign 
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banking services. In the industrial and commercial fields, the Bank comprises 
mainly in agriculture-based produc�on companies through its three Coopera�ve 
Subsidiaries. It makes a significant contribu�on to the economy of the Turkish 
Republic of Northern Cyprus. 

7. The Bank also acts as a principal agent of the State, for financial support and other 
services provided for the agricultural sector through the network of rural Co-
opera�ve Socie�es, all of which are shareholder members of the Bank.

8. Deposits

Time deposits as of 31.12.2019 are amounted to TRY 6,844,730,225 compared to                   
TRY 5,499,276,786 of the previous year, showing a 24.47%  increase. On the other 
hand, demand deposits as of 31.12.2019 are amounted to TRY 437,546,272 as 
compared to TRY 354,735,804 of the previous year, which shows a 23,34% 
increase.

9. Advances, Loans and other Accounts Receivable

The outstanding advances and loans together with other accounts receivable less 
provision  for    doub�ul    accounts,   was    TRY   4,826,050,865   compared   to 
TRY  4,053,991,228   at   the   end  of  previous  year, showing an increase of  
19,04%.

10. Capital and Reserves

The Capital and Reserves of the Bank as of 31.12.2019 amounted to TRY 
425,201,075 as compared to TRY 397,750,257 on 31.12.2018 showing an increase 
of 6,90%.

The reserves of the Bank increased to TRY 27,450,818 as compared with the 
previous year; this increase in reserves is due to the TRY 45,341,706 profit for 2018.

11. We wish to take this opportunity to express our sincere apprecia�on to our General 
Manager and his immediate assistance as well as to the managers and staff for 
their hard work and devo�on to their duty during 2019.

On behalf of the Board

Şerife Kanan

Chairman
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DIRECTORS' RESPONSIBILITIES IN RESPECT OF

                        FINANCIAL STATEMENTS

1. Rule 65 of the Rules, made under sec�on 54 of the Coopera�ve Socie�es Law, Cap. 
114.

Prepara�on of Annual Report and Accounts

The Board of Directors shall within the period prescribed by the Turkish Cypriot 
Registrar of Co-opera�ve Socie�es and as soon as possible;

a) Ensure that the General Manager prepares the Bank's Balance Sheet as of 31st 
of December of the preceding year and its detailed Profit and Loss Account for 
the year ended and submits it to the Turkish Cypriot Registrar of Co-opera�ve 
Socie�es.

b) Prepare a report concerning the ac�vi�es of the Bank during the said year for 
submission to the Annual General Mee�ng.

2. Rule 12 of the By-Law of the Cyprus Turkish Co-opera�ve Central Bank Ltd. made 
under the Co-opera�ve Socie�es Law.

The Board of Directors shall manage the affairs of the Bank with prudence reserve 
and reason. They will otherwise be responsible for any loss arising from ac�on 
contrary to the Co-opera�ve Socie�es Law and Banking Law. 
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                            CYPRUS TURKISH COOPERATIVE CENTRAL BANK LIMITED
INDEPENDENT AUDITORS' REPORT FOR THE ACCOUNTING PERIOD

1 JANUARY 2019 – 31 DECEMBER 2019

To the Cyprus Turkish Coopera�ve Central Bank Limited Bank's Board of Directors

A. Audit of the Financial Statements

1. Qualified Opinion

We have audited the financial statements of Cyprus Turkish Coopera�ve Central Bank 
Limited (the “Bank”), consis�ng of its balance sheet as at 31 December 2019 and its 
income statement, changes in equity, cash flow statements, the summary of accoun�ng 
policies and notes to the financial statements for the year then ended.
These financial statements have been prepared in accordance with the financial 
statement presenta�on and disclosure requirements as promulgated under Banking Law 
(Law Number 62/2017) and, in our opinion and according to the informa�on and 
explana�ons given to us, except for the effects of observa�ons listed below and as stated 
in our observa�ons and determina�ons specified in Ar�cle 14 of the Footnote and 
Disclosure Related to Bank and Financial Structure sec�on, the financial statements give a 
true and fair view of the financial posi�on of the Bank as at 31 December 2019 and of its 
result for the year then ended.

2. Basis of the Qualified Opinion

The independent audit we conducted was conducted in accordance with the 
“Communiqué on Independent Audi�ng Firms” published in the Official Gaze�e No. 41 
dated April 5, 2018 by the Central Bank of the TRNC and interna�onal audit standards. Our 
responsibili�es under these standards are described in detail in the “Responsibili�es of 
the Independent Auditor Regarding Independent Audi�ng of Financial Statements” 
sec�on of our report. We declare that we are independent from the Bank in accordance 
with the ethical provisions in the legisla�on regarding the independent audit of the 
financial statements and the Ethical Rules for Independent Auditors ("Ethical Rules") 
published by the Interna�onal Federa�on of Accountants ("IFAC"). Other responsibili�es 
related to ethics within the scope of the Code of Ethics and legisla�on were also fulfilled by 
us. We believe that the independent audit evidence we have obtained during the 
independent audit cons�tutes a sufficient and appropriate basis for our opinion.

As stated in the financial statements, 4,399,700,766 TRY (2018 - 3,650,473,601 TRY) of the 
total cash loan receivables amoun�ng to TRY 4,954,853,162 (2018 - TRY 4,191,887,011) 
are loans granted to Government Ins�tu�ons. The remaining 555,152,396 TRY (2018 - 
541,413,410 TRY) of the receivables amoun�ng to 153,755,989 TRY (2018 - 161,596,623 
TRY) are non-performing receivables, and for these, in accordance with the regula�ons in 
force in accordance with the 
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· Banking Law No. 62/2017, a special provision of 150,102,419 TRY (2018 - 
155,402,443 TRY) 97.62% (2018 - 96.17%) was reserved.

· As of 31.12.2019, the sum of cash loans with state security exceeds the ceiling limit 
of 200% of the bank equity s�pulated in the Banking Law No. 62/2017 (Provisional 
Ar�cle 8) by 3,591,531,638 TRY (2018 - 2,855,592,677 TRY).

· In accordance with Provisional Ar�cle 6 of the Banking Law No. 62/2017; for debts 
given prior to 23 November 2001 and rela�ng to Securi�sed Government loans and 
Government loans, the State has to pay a minimum of 20% of the balance and the 
annual accrued interest, at the latest within five years, annually the maximum of, 
with the minimum amount being before the date of entry into force of this Law. 

However, as of 27 September 2019, only 30,000,000 TRY was paid to the Bank as 
part of the loan repayment in accordance with the Protocol between the TRNC 
Ministry of Finance and the Bank.  In addi�on, according to Ar�cle 3 of the said 
Protocol, 20,000,000 TRY was deducted from the interest income reflected on a 
government security loan.

3. The Responsibili�es Rela�ng to the Financial Statements of the Board of Directors 
and Senior Management 

Bank's management is responsible for the prepara�on of the financial statements in 
accordance with the TRNC Central Bank Accoun�ng and Financial Repor�ng Legisla�on, 
their fair presenta�on and the internal control it deems necessary to prepare them in a 
manner that does not contain any material misstatement due to fraud or error.

While preparing the financial statements, management is responsible for evalua�ng the 
Bank's ability to con�nue under the going concern assump�on, explaining the going 
concern issues when necessary and using the going concern assump�on of the bank unless 
it has the inten�on or obliga�on to liquidate or terminate the commercial ac�vity.

Senior Management is responsible for overseeing the Bank's financial repor�ng process.

4. The Responsibili�es Rela�ng to the Financial Statements of the Auditors 

In an independent audit, we, the independent auditors, have the following responsibili�es: 
Our aim is to obtain reasonable assurance whether the financial statements as a whole are 
free from errors or material misstatements and to issue an independent auditor report that 
includes our opinion. Reasonable assurance given as a result of the “Communiqué on 
Independent Audi�ng Firms” published in the Official Gaze�e No. 41 dated 5 April 2018 by 
the Central Bank of the TRNC and an interna�onal 
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audit standard; it is a high level of assurance, however, it does not guarantee that any 
material errors that may exist will always be detected. Inaccuracies can be caused by errors 
or fraud. If inaccuracies are reasonably expected to affect the economic decisions of users 
of financial statements, individually or collec�vely, based on these statements, these 
inaccuracies are considered significant.

We use our professional judgment and con�nue our professional skep�cism throughout 
the independent audit as per the “Communiqué on Independent Audi�ng Firms” 
published in the Official Gaze�e No. 41 dated 5 April 2018 by the Central Bank of the TRNC 
and interna�onal audit standards. We also:

Risks of “material misstatement” arising from errors or fraud in the financial statements 
are iden�fied and assessed; Audit procedures that respond to these risks are designed and 
implemented, and sufficient and appropriate audit evidence is obtained to underpin our 
view. Since chea�ng may include acts of fraud, fraud, deliberate negligence, false 
statement, or viola�on of internal control, the risk of failing to detect a material fraud is 
higher than the risk of failing to detect a material misstatement.
Internal control related to the audit is evaluated in order not to give an opinion on the 
effec�veness of the internal control of the Bank, but to design appropriate audit 
procedures.
It is evaluated whether the explana�ons about the appropriateness of accoun�ng policies 
and es�mates used by management are reasonable.
Based on the audit evidence obtained, it is concluded whether there is a significant 
uncertainty about the events or condi�ons that may create serious suspicion about the 
Bank's ability to con�nue its going concern and the appropriateness of management's use 
of the going concern principle. In the event that we conclude that there is a significant 
uncertainty, we should draw a�en�on to the relevant disclosures in our report or, if these 
disclosures are insufficient, we should give an opinion other than a posi�ve opinion. Our 
conclusions are based on audit evidence obtained up to the date of the independent 
auditor's report. However, future events or condi�ons may end the con�nuity of the Bank.
It is evaluated whether the overall presenta�on, structure and content of the financial 
statements, including the explana�ons of the financial statements, reflect the transac�ons 
and events underlying these statements in a way that will provide a fair presenta�on.
Among other things, we report the planned scope and �ming of the independent audit and 
the key audit findings to those charged with governance, including significant internal 
control deficiencies we iden�fied during the audit.

We have reported to those responsible for senior management that we comply with 
ethical requirements for independence. In addi�on, we have forwarded all rela�ons and 
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other ma�ers that may be considered to have an impact on independence and, if 
applicable, relevant measures to those charged with governance.

Among the issues reported to Senior Management, we iden�fy the issues that are most 
important in the independent audit of the financial statements for the current period, i.e. 
key audit ma�ers. In cases where the legisla�on does not allow the public disclosure of 
the subject, or in excep�onal circumstances where it is reasonably expected that the 
nega�ve consequences of public disclosure will exceed the public benefit of public 
disclosure, we may decide not to report the ma�er in our independent auditor report.

B. Other Responsibili�es Arising from Legisla�on

1.      No significant issue was found that the Financial Statements prepared according to 
the uniform balance sheet and profit and loss statement s�pulated in the Uniform 
Chart of Accounts (Cap. 114) and the Bank's ar�cles of associa�on do not comply 
with the financial repor�ng provisions.

2.    In accordance with the subparagraph (b) of Ar�cle 11 of the “Communiqué on 
Independent Audit Firms” published in the Official Gaze�e No. 41 dated 5 April 2018 
by the Central Bank of TRNC, all informa�on including the accoun�ng records and 
documents in the scope of the audit were provided to us by the Board of Directors.

C. Significant Uncertainty Regarding the Bank's Going Concern

The situa�on and developments arising from the coronavirus outbreak in our country, as 
in the world, show that a significant uncertainty regarding the Bank's ability affec�ng its 
going concern does not exist as of the date of this report, and this does not affect the 
opinion given by us.

M.A.T.K. A Plus Audit
Independent Auditors
Authorised Independent Bank Auditors 

Duygu Arman Ma MSc Tamer Mü�izade BA FCA 
Auditor Managing Partner

Le�oşa, 30 April 2020



11Annual Report 2019



12 Annual Report 2019



13Annual Report 2019



14 Annual Report 2019



15Annual Report 2019



16 Annual Report 2019



17Annual Report 2019



18 Annual Report 2019



19Annual Report 2019

I-NOTES, EXPLANATIONS AND INFORMATION REGARDING THE FINANCIAL STRUCTURE OF 
THE BANK:

Explanatory Notes of the Current Period Financial Statements;

(1)Informa�on of the date that balance sheet definitely approved

Balance Sheet was approved on the date 29/04/2020 by Board of the Directors

(2) General informa�on about the Bank
Informa�on to be provided under Rule 12 of the Rules made by the TRNC Central Bank 
pursuant to sec�on 34(3) of Banking Law No. 39/2001:

A.
a) Legal structure of the Bank:

Cyprus Turkish Coopera�ve Central Bank Limited is registered under Chapter 114, Coopera�ve 
Socie�es Law and in regard of its banking ac�vi�es it is subject to the Banking Law No. 
62/2017.

b) Informa�on concerning the capital structure of the Bank and the shareholders possessing 
10% or more of its shares is given under Note 11(14).

c) The Board of Directors of the Bank and its top managers are made up of the following 
persons:

Board of Directors    Senior Officers                External    Internal 
             Auditor      Auditors

Şerife Kanan                         Kemal Ataman                M.A.T.K. A Plus Audit       Mustafa Atagül
İsmet Dirgen                 (CEO)                                          Serhan Yorucu
Fatma Kınış Orhan Bürüncük              Fahri Tutku
Hüseyin Çavuş Mehmet Öksüzoğluları                 Esra Akbaş
Ramadan Durmazer Nevzat Üstün                    Fırat Göken
Mustafa Akyön         Öztan Güröz       Ufuk Erdeğer
Kemal Ataman        Murat Şair
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(3) Principal accoun�ng policies and related financial effects

 Principle Accoun�ng Policies

The principal accoun�ng policies followed in the prepara�on of the accompanying financial 
statements are as follows:

a) Effect of Hyperinfla�on
Interna�onal Accoun�ng Standards No 29 and UITF abstract 9 “Accoun�ng For Opera�ons in 
Hyperinfla�onary Economies” recommend adjustments to financial statements using a 
rela�vely stable currency of measurement, where such financial statements are designated in 
the currency of an economy suffering from hyperinfla�on which is defined as cumula�ve 
infla�on rate over three years approaching or exceeding 100%. 

Law 66/99 enacted on 23 November 1999 provides for the revalua�on of certain items in the 
balance sheets of companies namely, paid up capital and reserves, fixed assets accumulated 
deprecia�on provision thereon, stocks and unquoted investments according to a factor 
provided in the law. The law provides also that as from January 1999 the revalua�on loss or 
profit would be taken directly to the profit and loss account to increase or decrease the 
opera�onal profit as the case may be.

The purpose is explained in the law to be the marking up of the amounts expressed in Turkish Lira 
to offset the loss in the value of the Turkish Lira since the dates of acquisi�on of the said assets 
and introduc�on of the capital funds including retained profits. According to the law the net 
result of the adjustments would be credited to equity capital or deducted according to whether 
it is a credit or debit balance.

This recommenda�on has not been applied in the TRNC. Due to the Parliament cancelled the 
said law (66/99) as from 1.1.2007, the bank has not made any adjustment to financial 
statements for the revalua�on of paid up capital and reserves, fixed assets, accumulated 
deprecia�on items.

b) Accoun�ng Principles

1- Fixed Assets are the ending balance of the accounts, which are calculated as Revalua�on     
Cost minus Revaluated Deprecia�on Provisions. 

2- All income and expense items are recorded on accrual basis. Accrued interest and interest  
receivables that are classified as non-performing are cancelled and are not recorded as interest 
income un�l the actual date of the collec�on as per the relevant  legisla�on. 

3-  Full specific provision has been made for group 5 without considering of their  collateral.



21Annual Report 2019



22 Annual Report 2019

Equity Par�cipa�ons, Subsidiaries and Long-term Securi�es:

Equity Par�cipa�ons and subsidiaries value have been revaluated under the law 66/1999 
for the year 2006.  Since the said law (66/1999) has been cancelled as from 1.1.2007 equity 
par�cipa�ons and subsidiaries are not revaluated for the year 2019.

Deprecia�on method used, any change in the methodology during the current   period 
and financial effects of such changes:

Deprecia�on has been calculated on the “straight-line basis” and no change has been made 
in the deprecia�on method during the current period.

(7) The composi�on of strategies for providing a hedge against the exchange rate risk 
resul�ng from other foreign currency transac�ons.

Market fluctua�ons of exchange rates, interest rates and prices are monitored 
instantaneously, while posi�ons are taken with strict adherence to legal limita�ons as well 
as the Bank's own transac�on and control limits, thus preven�ng any breaches of these 
limits. A long posi�on exists of US Dollar.

(8) Foreign currency assets and liabili�es at each year-end are translated into Turkish Lira at 
the year-end foreign currency rates. As at 31 December 2019 and 31 December 2018, 
foreign currency assets and liabili�es of the Bank are mainly in GBP£ and USD$.

The exchange rate used in revalua�on of foreign currency items during the prepara�on of 
the balance sheet and the Bank's published US dollar and GB Pound currencies purchase 
rates for the last five working days of the period are as follows:
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                     Canan Özkıran                                                                   Internal Control Unit Manager
Hasan Uysal                                                                       Risk Management Unit Manager
Özlem Alemdar Aksu                                                       Compliance Unit Manager

              D.       Significant changes and developments that may affect the Bank's situa�on post auidited      
                        balance sheet period: As it is in the rest of the world as well as in our country, the situa�on
                        and developments arising from coronavirus outbreak did not provide a serious suspicion and 
                        uncertainty as of the date of this report on the going concern posi�on of the Bank, and this
                        ma�er does nor affect our opinion.

        E.    Statement of the management of the Bank regarding the reliability of the Internal Control    
 System and the opinion formed as a result of the audit: 
i. It is observed that the procedures and principles specified in the legisla�on rela�ng to the 
Internal Systems are followed and the number of employees of the Internal System Units 
complies with legal legisla�on.

ii. Within the plan period, the Risk Management ac�vi�es of 2019 were carried out and the 
''Risk Matrix Table (Annex 2)'' prepared for 2019 within the framework of the criteria specified 
in accordance with the Ar�cle 10 of the ''Internal Audit, Risk Management, Internal Control 
and Management Systems Communique in Banks'', on the evalua�on of the effec�veness of 
Risk Management. Studies on the Survey and Risk Assesment Report were completed within 
the specified period in the said Communique. Therefore, an effec�ve risk Management System 
is established in the Bank;

iii. Personnel in charge of Internal Audit and Compliance paritcipated in teh control process;

iv. In accordance with Ar�cle 6 and paragraph 1 of Ar�cle 16 of the ''Communique 
(Amendment) on Independent Audit Firms'' issued pursuant to paragraph (2) of Ar�cle 67 and 
70 of the Banking Law No. 62/2017, when compared to other persons and groups, it is noted 
that tha Bank does not grant privileges to the persons in such risk groups.

v. The bank has appropriate control ac�vi�es to manage its own risks;

vi. Within the scope of the evalua�ons specified in the Risk Matrix and according to the ac�vity 
intensity of the bank, the internal risk analysis evalua�on for interest rate, opera�onal, 
exchange rate, liquidity and legisla�on risks are high; credit and market risks are seen to be at 
reasonable level. Within the scope of the balance risk level assessment, interest, exchange rate 
and opera�onal risks are high, credit, market, liquidity and legisla�on risks are at reasonable 
level. In general terms, it is noted that current risk levels, level of control in terms of risk types 
are strong and reasonable and risk profile of the Bank does not change. Therefore, the risk 
management models, methodologies and assump�ons used for risk measurement and 
management are regularly evaluated and updated;
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vii. The Bank makes the necessary updates in the accoun�ng and related internal 
audits for new financial products or new services it develops;

viii. It is noted that the Bank has a reliable informa�on system that provides sufficient 
financial, opera�onal and appropriate informa�on in a �mely and consistent 
manner, including those charged with internal systems, and that the Bank's 
management can obtain risk management informa�on, which is easy to understand 
and allows to evaluate the changing nature of the Bank's risk profile;

ix. The An�-Laundering of Crime Revenues Act and other regula�ons that banks are 
obliged to comply with are not violated, issues were evaluated and found reasonable 
and sa�sfactory.

Other Issues
     

i. There are no changes in accoun�ng policies compared with the previous year. 
Appropriateness is observed to the "Accoun�ng Systems and Documents Reten�on" 
issued by the Central Bank of the Turkish Republic of Northern Cyprus under Ar�cles 
26, 31, 50, 53 and 60 of the Banking Law No. 62/2017 of the Bank Accoun�ng Policies.

ii. In accordance with Ar�cle 25 "Rules on Goods and Services" of the Banking Law 
No. 62/2017, disposal of real estate acquired due to receivables con�nues at this 
report date.

iii. The Bank has established its Corporate Governance structures and Internal 
Systems units in accordance with the paragraph 1 of Ar�cle 17 of the TRNC Banking 
Law in propor�on to the nature, complexity and size of its ac�vi�es.

iv. Regarding the Bank's Financial Statements prepared in accordance with uniform 
balance sheet and profit and loss statement s�pulated in the Uniform Account Plan, 
no significant non-compliance was detected and to the financial repor�ng provisions 
of the Companies Law Cap.114 and the Bank's ar�cles of associa�on.

v. Lostar Bilgi Güvenlik A.Ş carried out penetra�on and security test of the Bank on 
30/12/2019. As a result of the studies, 45 different security weaknesses represen�ng 
1 high, 5 medium and 39 low levels were iden�fied. The security vulnerabili�es are 
listed in detail in the technical part of the report, the screen outputs of the a�ack 
samples made are added to the report and the recommended ac�ons to eliminate 
the vulnerabili�es are specified. In the examina�ons, no findings requiring 
immediate ac�on were iden�fied. In the conclusion part, the general security level of 
the Bank was determined as "Low Risk" considering the findings obtained from the 
studies on the Bank's systems.
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vi. Under the provisional Ar�cle 2 of the Banking Law No. 62/2017, Banks are obliged to 
arrange their Memorandum and Ar�cles of Associa�on in accordance with the Law, within the 
first general mee�ng to be held within one year as of the effec�ve date of this Law. Since the 
work ini�ated by the Bank on this ma�er has not been concluded, no no�fica�on has been 
made to the Central Bank.

vii. Under Ar�cle 36 of the Banking Law No. 62/2017, the Bank provided no�fica�on regarding 
lapsed deposits on 02/10/2018. The Bank is obliged to provide any lapsed deposits on its web 
site to its customers un�l the beginning of January of the calendar year, un�l the fi�eenth of 
June, following the end of the lapsed period. A field has been created on the website for the 
bank lapsed deposits, but no lis�ng has yet been made.

viii. Under Ar�cle 43 of the Banking Law No. 62/2017, the Bank lastly no�fied the Central Bank 
on 19/02/2018, which included the changes to be made in its provision policies, the ra�onale 
and implementa�on periods. This no�fica�on should be no�fied to the Central Bank every 
year by the end of January at the latest. As there is no change in the bank's special provisioning 
policy, no no�fica�on has been made to the TRNC Central Bank.

ix. Under the Ar�cle 25 of the Banking Law No. 62/2017, it was observed that the value of the 
Bank's fixed assets did not exceed 50% of the Bank's equity.

x. Under Ar�cle 30 of the Banking Law No. 62/2017, it was observed that the amount of 
dona�ons and aids did not exceed four thousandth of the Bank's Equity before the prior year's 
December month end.

xi. Under Ar�cle 41 (1) of the Banking Law No. 62/2017, the total risk that the Bank will assume 
in favor of a risk group does not exceed 20% of the Bank's equity. It is observed that this group, 
which consists of loans to investments, subsidiaries, general manager and board members, 
does not exceed the limit.

xii. Under Ar�cle 41 (2) of the Banking Law No. 62/2017, the sum of major risks cannot exceed 
eight �mes the bank's equity. The loans included in the Bank's large risk group exceed eight 
�mes the Bank's equity by TRY 1,222,638,048.

xiii. Under Ar�cle 41 (3) of the Banking Law No. 62/2017, it was observed that the share of the 
Bank in a company other than financial ins�tu�ons does not exceed 15% of its own equity and 
the total share in such companies does not exceed 60% of its equity.

xiv. As of 31.12.2019, the total interest income accrued by the bank is TRY 708,550,967, 
95.01% of which consists of interest income from state guaranteed loans.

xv. It was observed that the Bank's Uniform Account Plan implementa�ons and periodical 
reports are not suitable for daily and systema�c repor�ng in a way that does not allow manual 
interven�on.

                     xvi. Based on the good prac�ce guide on Liquidity Risk Management dated 02/08/2019, it is 
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observed as a result of the ques�onnaire that the dra� regula�on is ready and will be 
compliant and put into effect. Apart from its legal liquidity ra�o of 12%, the Bank has set its 
own internal minimum liquidity limit and keeps the disponsibility ra�o above 14% in 
accordance with its policy.

xvii. Based on the good prac�ce guide on the Management of Opera�onal Risk dated 
03/05/2019, it is observed as a result of the ques�onnaire that the wri�en strategy, policies 
and processes are not formed and studied.

xviii. Based on the good prac�ce guide on Reputa�on Risk Management dated 09/05/2018, 
it has been seen as a result of the ques�onnaire that the wri�en strategy, policy and 
processes have not been developed and studied.

xix. A�er determining the scope and depth of the country risk the banks are exposed to, and 
the market and macroeconomic condi�ons regarding the Country Risk Management dated 
09/05/2018, the risk profiles, systemic importance and the risk appe�tes compa�ble with 
the country risk management processes have not been established. In this regards, 
because the Bank can only work with those banks in the banks in the Republic of Turkey, it 
endeavors to work with bank asset size within the first twenty.

xx. Based on the good prac�ce guide on Market Risk Management dated 02/04/2018, it is 
observed as a result of the survey that no wri�en strategy, policy and processes have been 
developed. We are informed that such studies have been ini�ated on this subject.

xxi. Based on the good prac�ce guideline on the Management of Interest Rate Risk dated 
14/03/2018, it is observed as a result of the ques�onnaire that the wri�en strategy, policies 
and processes were planned within the scope of the service to be received from outside. 
We are informed that studies on this have commenced and the main agenda item of the 
recent Apko mee�ngs has been confirmed to us.

xxii. Based on the good prac�ce guide on Credit Risk Management dated 19/02/2018, it is 
observed that a credit regula�on determining credit policies and strategies and collateral 
policies has been established. It was seen as a result of the ques�onnaire that the wri�en 
policies and processes of the said good prac�ce guide were applied at a be�er level 
compared to other good prac�ce guides.

xxiii. The chief audit execu�ve determines the internal audit ac�vi�es, the policy and 
implementa�on procedures for the audit ac�vi�es and the annual audit plan, the internal 
systems officer obtains the approval of the member and the board of directors, and 
conducts the internal audit ac�vi�es within this framework. The commi�ee was prepared 
to cover the audit of the issues specified in the communiqué. The general evalua�on report 
for 2019, the general evalua�on report on 100 large loans, the risk assessment report and 
the studies on the risk matrix table were prepared by the commi�ee. The manager of the 
Internal Audit department reports to the member responsible for internal systems at least 
in quarterly periods. In order for this unit to be more effec�ve, its staff needs to be 
strengthened. We are of the opinion that the audit plan should be expanded to include the 
Bank's central accoun�ng.
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xxiv. The task of the compliance unit is to ensure that the Bank, its staff and the 
works carried out and managed in accordance with the legisla�on, regula�ons and 
standards in order to keep the compliance risks that the Bank may face in terms of 
both legal legisla�on and preven�on of money laundering. The relevant unit 
manager reports to the member responsible for internal systems quarterly. The 
compliance unit carries out its statutory no�fica�on obliga�ons, delivering 
legisla�ve updates to the relevant departments, following AML surveys, and 
responding to customer complaints or requests.

xxv. The internal control department submits its reports to the member responsible 
for internal systems. In the reports, all incorrect applica�ons, non-circulars etc. 
detected during the audit are reported. The internal control department consists of 
two people. Within the scope and scope of the internal control system, we believe 
that more personnel are needed to fully fulfill the du�es specified in the relevant 
communiqué.

xxvi. The risk management unit has performed the ac�vi�es, responsibili�es and 
repor�ng specified in the legal and internal legisla�on. In this context, all risk 
categories specified in the law, communiqués and procedures were classified, 
monitored, measured, controlled and reported to the member responsible for 
internal systems on a monthly basis throughout the year.

xxvii. The Independent audit report of the financial statements of 1 of the 4 
Subsidiaries evaluated by the Equity Method is seen.

xxviii. The bank carries long posi�on in USD currency.

xxix. In accordance with Ar�cle 9 of the Law on the Collec�on of Public Receivables 
No 48/1977, there is a delay interest amoun�ng to TRY 19,080 for taxes not paid to 
the TRNC Income Tax Office.
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II- FOOTNOTES AND EXPLANATIONS ON INTERNAL SYSTEMS:

Internal systems which embody Internal Audit, Risk Management, Internal Control and 
Compliance Units were established according to the “Internal Audit, Risk Management, Internal 
Control and Management Systems regula�ons dated 12 August 2008 under the Banking Law No. 
39/2001, are compa�ble with the diversity of the Bank's ac�vi�es and structured in a manner to 
respond to changing circumstances.
 
The goal of this structuring is to ensure the compa�bility of the banking ac�vi�es with the 
strategies defined by the senior officers, implementa�on of reliable financial and managerial 
repor�ng, and to minimize, monitor and control the unexpected risks that could affect the Bank's 
reputa�on.

The instruc�ons for Internal Audit Unit, Risk Management Unit, Internal Control Unit and 
Compliance Unit have been prepared and unit supervisors have been appointed by the Board of 
Directors.

Chief Auditor : Mustafa Atagül
Risk Management Unit Manager : Hasan Uysal
Internal Control Unit Manager : Canan Özkıran
Compliance Unit Manager : Özlem Alemdar Aksu

The unit supervisors meet the necessary qualifica�ons specified by the regula�ons. The reports 
on the ac�vi�es that have been carried out, currently being carried out and planned to be carried 
out in the future by the unit supervisors, are presented to the Board of Directors by the Internal 
System  Supervisor at �mes specified by the regula�ons.

Opera�on of the Internal Audit System

The Internal Audit Unit of the Bank reports to the Board of Directors and operates in accordance 
with the “Internal Audit, Risk Management, Internal Control and Management Systems” 
regula�ons issued under the Banking Law No. 39/2001 clause 15(3).

In addi�on to the audits made in the domes�c branches and head office, commercial, agricultural 
and personal loans and payment system audits are also have been made. The findings from these 
audits are being reported to the senior officers and necessary altera�ons are requested. Except 
the periodic rou�ne inspec�ons, complaints from customers are also assessed and required 
measures are taken. In the inspec�ons held during 2019, no findings of importance that could 
affect the bank capital or income nega�vely have been found.
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Auditors that monitor the changes in the risk composi�on and inform the Board of Directors on 
the measures to be taken with their reports also contribute to the marke�ng vision of the Bank 
with their periodic findings and sugges�ons.

Auditors will be working with a sense of responsibility and duty in the forthcoming period to help 
the Bank achieve its iden�fied goals and to increase the added value of the Bank by benefi�ng 
from technological opportuni�es as well.

Opera�on of Internal Control System

The Internal Control ac�vi�es of our bank are structured within the framework provided by the 
Banking Law No. 39/2001 Internal Systems regula�ons with a vision to cover all domes�c 
branches and head office units.

The control programs for the branches are prepared to make all branches subject to periodic 
control and systema�c and other deficiencies are found and sugges�ons are made to amend 
them.  

The controls held in the branches and head office units are con�nuously reviewed and renewed 
parallel to the advances in technology, in order to keep them compa�ble with the Bank's 
objec�ves in every aspect, fast and up to date.

With the work and sugges�ons towards making Internal Control ac�vi�es more effec�ve, a 
healthier func�oning of banking ac�vi�es and an increased level of service quality are targeted.

Opera�on of Risk Management System

The basic approach of the bank in its risk management ac�vi�es is to place the risk culture in the 
organiza�on, iden�fy, measure, monitor and control the risks that the bank is being or may be 
exposed to.

The risk management ac�vi�es of the bank include balance sheet risks such as credit risk, market 
risk, opera�onal risk, and liquidity risk. These risks have been iden�fied and taken under control 
by construc�ng risk matrices. 

The banks exchange rate and liquidity risks are held under control by the developed scenario 
analysis and stress tests.

Ac�vi�es of the risk management unit are reported to the Board of Directors semiannually along 
with the risk analysis test results and risk parameters. 

Risk management ac�vity results;
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· The senior officers of the bank have been sensi�ve to comply with both the internal and 
external regula�ons. As a result of this, in line with the TRNC Central Bank criteria, 
capital adequacy ra�o has been 15,63% and cash ra�o has been 14,92%.

· Ac�vi�es for the collec�on of government guaranteed loans have con�nued in 2019. It 
is of high importance that these loans are collected within the scope of a 
predetermined plan for the benefits of the bank and the sector. 

· From the exchange rate risk point of view, we are working to minimize Bank's      long-
term posi�on in US Dollar by balance sheet or off balance sheet transac�ons.

As a conclusion, the units that have been cons�tuted under the Internal Systems regula�ons 
have not only been compa�ble with the internal and external regula�ons but at the same �me 
they have con�nued to manage the risks arising from the banks ac�vi�es with an increasing 
sensi�vity. By this means, the increase in the trust and reputa�on of the bank have affected the 
deposits and size of assets in the Bank's balance sheet posi�vely. 

Opera�on of the Compliance Unit

Within the framework of the Internal Systems regula�ons, the control of the compa�bility of 
Bank's internal policies and regula�ons with the ac�vi�es of the Bank and the goods and 
services that Bank offers and will be planning to offer are held by the Compliance Unit.

Pursuant to the 4/2008 Preven�on of Laundering Proceeds of Crime Law, Suspicious 
Transac�on No�fica�ons and No�fica�ons for Cash Transac�ons that equal to €10,000 and 
above have been made. In order to raise awareness of the personnel on this ma�er, trainings 
that are part of the Compliance Program have been held. The personnel will be kept updated 
about this ma�er by ongoing trainings.
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