
ANNEX-1

STATEMENT DECISION

Subject: The opposition statement on the CBRT Rediscount Credits dated 02.11.2018 with no. 3

The opposition statement on the decision regarding "CBRT Rediscount Credits No. 3 discussed at the meeting of the Advisory Board at the
TKBB headquarters on 02.11.2018

Legitimacy for Opposition: As explained in Rediscount and Advance Interest Rate segment of the Central Bank of the Turkish Republic 
(CBRT) website, “Rediscount refers to the re-exchange of the assets that have been discounted, in other words, that have changed hands 
(discount) for a price" (date accessed 3.11.2018). This situation, which is stated on the official website, clearly reveals the nature of rediscount 
credits and the approach of the CBRT to the issue.

Although the CBRT Rediscount Credits transactions described in the request summary of the decision text of the Advisory Board seem to be
in line with the interest-free principles theoretically (it should not be forgotten that practitioners in the field thought the best on their own and
reflected the event in this manner), the fact that CBRT's approach to the business is with interest and that it sees this as an interest-bearing
transaction and results in its records clearly show the essence of the transaction here. Moreover, one of the essential elements in Murabaha is
to intend on and believe in buying the goods in cash and selling them on a deferred basis. As mentioned in the text, CBRT's profitability
calculation from the day it pays the money to the participation bank (before the goods are yet bought and sold) is an important sign of their
approach. While the efforts of customers sensitive to interest and participation banks are admirable, it does not seem appropriate to approve
that participation banks and their customers find a solution in this way instead of the will of the CBRT, which is the direct addressee of this
business, to resolve such an interest-based transaction, since there is no necessity. Moreover, forcing a transaction, which is clear from its
name and nature that it involves interest and constructed as a discount of negotiation, to look like interest-free can be perceived as "legal
fiction", creating an illusion that a non-permissible transaction is permissible by adding an Islamic concept next to it.

As stated in Article 1 of the decision, although the transaction in question seems to have transformed into a Murabaha model, the process still
contains many mistakes. While the existing Murabaha transactions and their proxy practice lead to many discussions as they are, the facts that
CBRT assigns the participation bank as a proxy in the practice described as Murabaha,  and the participation bank assigns the exporter
customer as a proxy afterwards, and then, the participation bank is the proxy of both CBRT and the customer at the same time, and on the
other hand, a direct guarantor to the customer against the CBRT, are all complicated and difficult issues to explain, and can fuel further
discussions. Beyond that, the effort to legitimise a traditionally interest-bearing transaction by its nature will lead to the risk of damaging the
perceptions of participation banks regarding their commitment to the principle of interest-free finance.

What makes a person or an institution itself  is their core and essential  values,  in other words,  their  "golden rules".  The golden rule of
participation banks is their "interest-free principle". It is a strategic task for all parties and humankind to preserve this with ambition and
persistence and manage its perception. The accuracy and legitimacy of the decisions taken at this point are of vital importance as much as it is
important to consider their actual practice in terms of general maslaha. Therefore, it is essential that the affairs that we conduct should be
appropriate and legitimate both in practice and essence. Otherwise, if the essence drifts  apart from legitimacy and starts to weaken, the
appearance only may get stronger and the core of the issue will be rendered more and more meaningless.

While doing a business that will benefit in the short term, it is necessary to avoid attitudes and behaviours that may damage the interest-free
principle, which is the reason for the existence of participation banks in the long term and put the perceptions and future of these theories at
risk. It is the maxim of our religion to stay away from suspicious things anyway. The bill for the negativities that will occur as a result of the
work done will ultimately be charged to Islam, weakening the belief in the human system that is the only hope of humanity.

The fact that it conducts interest-free transactions is directly related to the attitude and behaviour of the CBRT, which is the institution that
provides funds. In a country with a predominantly Muslim and interest-sensitive population, the CBRT is expected to respect and act in
accordance with the values of the people it works for and to perform their works in accordance with the essence. It would be appropriate in
terms of justice and equity to include this work in the legislation (with regulation if possible) in integrity with its name, nature, and processes,
and to accord the right granted to deposit banks and their customers also to participation banks and their customers. Otherwise, it would be
saying like, "I'll do business my own way, you do however you like," and that would be the wrong approach. Besides, in a country whose
fifteen-year-old government stands close to and expresses the importance of an interest-free system, when will the central bank do it if not
now? This is not a major expectation in a world where even interest-bearing banks in the West have created “window banking” as their own
solution and put it into legislation.

As a result, CBRT Rediscount Credits are not in line with the principles of participation banking as they are, by their name and nature. Of
course, it is very important to meet the economic needs of participation banks and customers sensitive to interest. However, what is more
important is that the work done is clear, and understandable in accordance with the principles of participation banking. An opposite perception
will either corrupt or destroy these institutions.
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