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REPUBLIC OF TURKEY
PRIME MINISTRY

Undersecretariat of Treasury

EXECUTIVE SUMMARY

A. Project Summary

Additional Financing for Land Registry and Cadastre Modernization Project (8541-
TR) was signed between the Republic of Turkey and the International Reconstruction and
Development Bank (IBRD) on November 30, 2015 and it was entered into force on January
29, 2016. The project will have a total of 115.9 million EURO, of which 81 million EURO will
be financed from the World Bank resources and 34.9 million EURO will be financed from
internal sources. The closing date of the project is set at December 31, 2020.

The objective of the Project is to improve the effectiveness and efficiency of the land
registry and cadastre services through: (i) renovating and updating cadastre maps to
support digital cadastre and land registry information; (ii) making the digital land registry
and cadastre information available to public and private entities; (iii) improving customer
services in land registry and cadastre offices; (iv) improving human resources in the
General Directorate of Land Registry and Cadastre (TKGM); and (v) developing policies and
capacity to introduce best international practices in property valuation in Turkey.

The Project's components are as follows:

Component 1: Cadastre and Land Registry Renovation and Updating

Component 2: Improved Service Delivery

Component 3: Human Resources and Institutional Development

Component 4: Property Valuation

Component 5: Project Management

In the audit period (01/01/2016 - 31/12/2016), total disbursements made under
the Project is 6.205.717,87 EURO.

B. Objectives of Audit

The objectives of our audit are;

a) To give an opinion on whether the financial statements, prepared as of December
31, 2016 and for the year then ended, present fairly, in all material respects, the financial
position of the Project in accordance with the cash receipts and disbursements basis of
accounting,
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b) To determine, as of December 31, 2016, and for the period then ended, whether
the General Directorate of Land Registry and Cadastre has complied, in all material
respects, with the rules and procedures of the Loan Agreement,

c) To examine whether adequate supporting documentation has been maintained to
support claims to the World Bank for reimbursements of expenditures incurred with
respect to SOEs and evaluate eligibility of these expenditures for financing under the World
Bank Loan Agreement.

C. Scope of Audit

We have performed an audit of financial statements of the project as of December
31, 2016, and for the period then ended in accordance with the cash receipts and
disbursements basis of accounting. We have also performed a compliance audit on whether
Project activities are in line with the Loan Agreement and related World Bank Guidelines.

Our audit was conducted in accordance with the International Standards on Auditing
published by International Federation of Accountants and related World Bank guidelines.

There was no limitation in our scope for the Project's audit.

D. Audit Results

For the financial statements of the project; our audit resulted with an unqualified
opinion.

In addition, as of December 31, 2016, and for the period then ended the General
Directorate of Land Registry and Cadastre has complied, in all material respects, with the
rules and procedures of the Loan Agreement.

With respect to SOEs, adequate supporting documentation has been maintained to
support claims to the World Bank for reimbursements of expenditures incurred; and these
expenditures are eligible for financing under the World Bank Loan Agreement.

E. Management Recommendations

Because we have not identified any material deficiency in internal control during our
audit, we have not issued a Management Letter.
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REPUBLIC OF TURKEY
PRIME MINISTRY

Undersecretariat of Treasury

INDEPENDENT AUDITOR!S REPORT

TO THE GENERAL DIRECTORATE OF LAND REGISTRY AND CADASTRE

Opinion

We have audited the Statement of Sources and Uses of Funds, Statement of
Cumulative Investments, Statement of Requests for Reimbursement (SOE Statement) and
Statement of Special Account of the General Directorate of Land Registry And Cadastre
Project as of December 31, 2016, and for the period then ended, and a summary of
significant accounting policies and other explanatory information. The financial statements
have been prepared by General Directorate of Land Registry And Cadastre based on
relevant provisions of the Loan Agreement Numbered 8541-TR

In our opinion;

a) The accompanying Statement of Sources and Uses of Funds, Statement of
Cumulative Investments, Statement of Requests for Reimbursement (SOE Statement) and
Statement of Special Account present fairly, in all material respects, the financial position
and accounting policies of the General Directorate of Land Registry And Cadastre Project as
of December 31, 2016 and for the period then ended in accordance with the provisions of
the Loan Agreement Numbered 8541-TR

b) General Directorate of Land Registry And Cadastre, as of December 31, 2016 has
complied with, in all material respects, the requirements of the Loan Agreement Numbered
8541-TR.

c) With respect to SOEs, adequate supporting documentation has been maintained to
support claims to the World Bank for reimbursement of expenditures incurred, and these
expenditures are eligible for financing under the Loan Agreement Numbered 8541-TR.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing
(ISAs). Our responsibilities under those standards are further described in the "Auditor's
Responsibilities for the Audit of the Financial Statements" section of this report. We are
independent of the General Directorate of Land Registry And Cadastre within the meaning
of ethical requirements and have fulfilled our other responsibilities under those ethical
requirements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
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Basis of Accounting and Restriction on Distribution and Use

We draw attention to Note "2" to the financial statements, which describe the basis
of accounting.

The financial statements are prepared to assist the General Directorate of Land
Registry And Cadastre to comply with the financial reporting provisions of the World Bank
Loan Agreement Numbered 8541-TR. As a result, the financial statements may not be
suitable for another purpose. Our report is intended solely for the General Directorate of
Land Registry And Cadastre, Undersecretariat of Treasury, and World Bank, and should not
be distributed or used by other parties.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

General Directorate of Land Registry And Cadastre is responsible for the preparation
and fair presentation of these financial statements in accordance with Loan Agreement
Numbered 8541-TR, and for such internal control as management determines is necessary
to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

Those charged with governance are responsible for overseeing the General
Directorate of Land Registry And Cadastre's financial reporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

The objectives of our audit are to obtain reasonable assurance about whether the
financial statements as a whole are free from material misstatement, whether due to fraud
or error, and to issue an auditor's report that includes our opinion. Reasonable assurance is
a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and
maintain professional skepticism throughout the planning and performance of the audit.
We also:

* Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.
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Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity's internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

* Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

We are required to communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we identify during
our audit.

We are also required to provide those charged with governance with a statement
that we have complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reasonably be thought
to bear on our independence, and where applicable, related safeguards.

Ahmet mit SUCU
Acting Chairman of
Board of Treasury Controllers

i ('ALISKAN
Vi Chairman

(Audit Partner)

Abbas ORMEN Bilgehan GOKMEN Mustafa Emre BAYKAL
Senior Treasury Controller Treasury Controller Treasury Controller

Date : 21/06/2017
Address: T.C. Ba bakanhk Hazine Miste5arligi,
Hazine Kontrol6rleri Kurulu Ba kanligi,
06510 Ankara/TURKEY
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MINISTRY OF ENVIRONMENT AND URBAN PLANNING
GENERAL DIRECTORATE OF LAND REGISTRY AND CADASTRE

REGISTRY AND CADASTRE MODERNIZATION PROJECT-ADDITIONAL FINANCE -85
SPECIAL ACCOUNT STATEMENT

ACCOUNT NO: 94 14 32 008
AT CENTRAL BANK

As of December 31, 2016 and For The Year Then Ended

(In EUROs)

Note
Opening Balance 0,00

Reimbursements to SA 5.199.864,72
a) Advance 2.000,000,00
b) SOE Procedure 3.146.362,43
c) Summary Sheet 53.502,29

Available Funds 5.199.864,72

Payments Made for Expenditures 4 5.061.058,60

Bank fees charged 0,00

Total Project Investments 5.061.058,60

Closing Balance 6 138.806,12

NihA$06AN
Tapu K?dMo syon Projesi Md
Ek Fpro Sorumiusu
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MINISTRY OF ENVIRONMENT AND URBAN PLANNING
GENERAL DIRECTORATE of LAND REGISTRY AND CADASTRE

ADDITIONAL FINANCING FOR LAND REGISTRY AND CADASTRE MODERNIZATION
PROJECT

LOAN NO. 8541-TR

NOTES TO PROJECT FINANCIAL STATEMENTS
FOR THE PERIOD ENDED DECEMBER 31, 2016

1. OBJECTIVES AND NATURE OF THE PROJECT

Additional Financing for Land Registry and Cadastre Modernization Project (AF-LRCMP) LoanAgreement (8541-TR) was signed between the Republic of Turkey and the International
Reconstruction and Development Bank (IBRD) on November 30, 2015.

According to the Loan Agreement, General Directorate of Land Registry and Cadastre (TKGM)shall assume overall responsibility for project implementation. TKGM, which is an affiliated
agency of Ministry of Environment and Urbanization, has been continuously providing servicessince the establishment of the first land registry agency in 1847. Current establishment, duties,
authority and responsibilities of TKGM as well as the procedures and principles regarding itsorganization are set forth by law no. 6083 "Law on Organization and Duties of General
Directorate of Land Registry and Cadastre" effectuated on November 25, 2010, which assigns
TKGM the duties of planning, implementing, renewing and updating cadastre studies for the
identification of ownership rights; establishing land registries and providing their protection
through archiving; preparing maps, establishing production standards and ensuring archiving.

The objective of AF-LRCMP is to improve the effectiveness and efficiency of the land registry
and cadastre services through: (i) renovating and updating cadastre maps to support digital
cadastre and land registry information; (ii) making the digital land registry and cadastre
information available to public and private entities; (iii) improving customer services in land
registry and cadastre offices; (iv) improving human resources in TKGM; and (v) developing
policies and capacity to introduce best international practices in property valuation in Turkey.

Total financing of AF-LRCMP has been determined as EURO 115.9 million of which EURO 81
million loan funds and EURO 34.9 million government contribution. AF-LRCMP will close on
December 31, 2020. The Project consists of the following parts:

Part A: Cadastre and Land Registry Renovation and Updating
1. Updating and modernization of the real property cadastre and registry information and
systems into an accurate, consistent with site specific requirements, legally valid and
maintained digital cadastre system to be a basis for spatial information systems.
2. Development of new rectified orthophoto maps, production of vector maps and digital data
in selected areas.
3. Supervision of cadastre renovation works, quality control and establishment of spatial data
infrastructure.

Part B: Imoroved Service Delivery
1. Implementation of the integrated (land registry and cadastre) version of TAKBIS.
2. (a) Design of model office layouts for Cadastre Offices in selected regions to improve
service delivery utilizing both integrated workflows and the integrated version of TAKBIS; (b)
renovation or construction of selected Cadastre Offices and provision of furniture and
equipment; (c) carrying out policy studies to improve efficiency of the registration system,
tenure security and promote development of efficient land and property markets.
3. Establishment and operation of a TAKBIS information dissemination service including an
up-to-date web-based version of the cadastre, a web-based registration and cadastre
transaction status report and cadastre layer supply and update service for Geographic
Information System (GIS) users.

Part C: Human Resources and Institutional Development
1. Development of a human resources strategy by TKGM to support the effective functioning
of the organization in the e-government environment,
2. Development of strategic plans b TKGM.
3. Provision of training to TKGM st establishment of regional training capacit

Nihat AN
Tapu Kad. Mcdern zRsyDn Projesi GMk
Ek Finansmani Proje Sorumisu G Md
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Part D: Property Valuation
1. Development of policy and institutional options for property valuation function in theRepublic of Turkey consistent with the European practices.
2. Development of guidelines and piloting of mass property valuation for local propertytaxation in two selected municipalities.
3. Provision of training for the development of core capacities for property valuation withinTKGM and other central government agencies and in the municipal governments, carrying outseminars and workshops.

Part E: Proiect Management
Provision of support to TKGM for project management, including conducting customer's
surveys.

The coordination and supervision of AF-LRCMP is provided by the Project Coordinator. ProjectCoordinator is responsible for taking, managing and directing all types of technical,
managerial, legal and financial measures necessary to complete the project. Tenders,contracts and payments are performed under the coordination of the Head of Cadastre
Department as the Tendering/Payment Officer. TKGM has established a Project
Implementation Unit (PIU) under the Cadastre Department for the implementation of the
project. PIU is responsible for the implementation and monitoring of the project. PIU reports to
the Project Responsible and consists of deputy project managers responsible for tendered
works, finance specialist, project secretariat as well as procurement and financial management
consultants.

Total financing of AF-LRCMP has been determined as EURO 115.9 million of which EURO 81
million loan funds and EURO 34.9 million government contribution, Financing percentages as
per the loan agreement are as follows:

Disbursement Category Amount of the Loan Percentage of Expenditures to
Allocated be financed

(expressed in EUR) (inclusive of Taxes)

(1) Technical Services for 74,900,000 90% through December 31, 2018
Parts A(1), A(3), B(1), B(2)(c),
B(3), C(1), C(3), D(1), D(3), 30% from January 1, 2019
and E of the Project onwards

(1) Goods, works, consultants' 6,100,000 90%
services, Trainingand
Operating Costs for Parts A(1),
A(3), B(1), B(2)(c), B(3), C(1),
C(3), D(1), D(3), and E of the
Project

TOTAL AMOUNT 81,000,000

2. ACCOUNTING POLICIES

(a) The Project uses the cash basis of accounting to account for the project transactions.
Under that basis, funds are recognized as resources when received and as expenditures when
payments are made.

(b) Eligible expenditures shall be made either as direct payments from the loan account or
through payments from the special account (advance) as per the disbursement letter.

(c) Project transactions are recorded and monitored in terms of EUROs. Transactions made
in other currencies are translated into EUROs using the currency sale exchange rate of the
Central Bank of the Republic of Turkey effective at the date of the transaction.

(d) Project sources and uses of funds are monitored in line with the chart of accounts
recommended by the Board of Treasury Controllers using a computerized recording system.
Expenditures for all parts of the project are recorded in the books of project under this system
and project financial tables and st ents are produced by the system.

Kad D AN G6 L
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3. FINANCIAL STATEMENTS

In accordance with the Loan Agreement, funds provided under the project are restricted to
project purposes only. The project funds remaining unused at the end of the project will bereturned in per the relevant provisions of the loan agreement. Unaudited interim financial
statements regarding project uses of funds for each calendar quarter are submitted to the
World Bank.

4. IBRD LOAN

Within the framework of the provisions of the Loan Agreement, front-end fee of EURO202.500,00 has been paid to the World Bank on February 1, 2016 by Undersecretariat of
Treasury from non-loan resources.

The disbursement methods for the loan are defined in the disbursement letter as Direct
Payment, Special Commitment, Reimbursement and Advance. As of the end of the reporting
period, all disbursements under the project have been made from the special account using
the "Advance" method and total transfers from loan account amounted EURO 5.199.864,72,
while total disbursements out of this withdrawn amount has been EURO 5.061.058,60. Total
government contribution in the reporting period has been EURO 1.144.659,27, while the total
fund use has been EURO 6.205.717,87 AVRO

During the reporting period, interest and commitment fee payments have been EURO
3,668.90 and EURO 106.632,51 respectively, totaling to Euro 110.301,41 and paid on August
15, 2016. During the period under consideration, no principle repayment has been.

5. CASH AVAILABILITY

Other than deposit in the special account, there is no cash held under the project.

6. SPECIAL ACCOUNT

Project Special Account is the designated bank account no. 94.14.32.015 at the Ankara
Branch of the Central Bank of Turkey (TCMB). The ceiling of the special account has been
determined as EURO 8,000.000 in the disbursement letter and as of the end of the reporting
period total transfers to special account amounted EURO 5.199.864,72 and total
disbursements from special account has been EURO 5.061.058,60. The balance of the special
account as at the period end is EURO 138.806,12.

For the reporting of expenditures and replenishment of special account; Summary Sheet
method is used for payments made against contracts for goods of EURO 750.000 and above,
works of EURO 5.000.000 and above, technical services of EURO 5.000.000 and above,
consulting firms of EURO 250.000 and above, individual consultants of EURO 100.000 and
above; supported by copies of documents evidencing eligible expenditures. For payments
against contracts valued below these limits and for other types of expenditures statement of
expenditures are submitted.

Within the reporting period, a total of EURO 5.199.864,72 has been withdrawn from the loan
account to the special account against an advance recovery of EURO 2.000.000,00 with total
advances of 4.000.000,00, statement of expenditures (SOE) of EURO 3.146.362,43 and total
summary sheets of EURO 53.502,29. The expenditures reported and replenished with
summary sheets during the reporting period consist of payments made against individual
consultants' contracts of procurement and financial management consultants serving the
project implementation unit.
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