TURKIYE VAKIFLAR BANKASI T.A.O.

CONSOLIDATED
FINANCIAL STATEMENTS
FOR THE YEAR ENDED

31 DECEMBER 2005



[
De I o l tte@ Denetim Serbest

Mali Musavirlik A.S.
Armada is Merkezi
A Blok Kat:7 No:8
06510 So6gutdza,
Ankara, Turkiye

Tel : +90 (312) 295 47 00
Fax: +90 (312) 295 47 47
www.deloitte.com.tr

TO THE BOARD OF DIRECTORS
TURKIYE VAKIFLAR BANKASI T.A.O.
ANKARA

OPINION OF INDEPENDENT AUDITORS

1. We have audited the accompanying consolidated balance sheet of Tiirkiye Vakiflar
Bankast T.A.O. (the “Bank™) and its subsidiaries (together the “Group”) as of 31
December 2005, and the related consolidated statements of income, shareholders’
equity and cash flow for the year then ended, all expressed in the equivalent purchasing
power of New Turkish Lira as at 31 December 2005. These financial statements are the
responsibility of the Group’s management. Our responsibility is to express an opinion
on these financial statements based on our audit.

2. Except for limitations set out in paragraph 3 below, we conducted our audit in
accordance with the International Standards on Auditing. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial
statements. An’ audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

3.  As discussed in Note 2 to the financial statements, the necessary liability adequacy
tests are not performed and disclosure requirements are not met in the accompanying
consolidated financial statements, therefore no opinion could be formed regarding the
effect of application of IFRS 4 on the accompanying financial statements.
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Deloitte.

4. In our opinion, except for such adjustments as may be necessary in respect of the
matters discussed in paragraph 3 above, the financial statements referred to above
present fairly, in all material respects, the consolidated financial position of the Group
as of 31 December 2005 and the consolidated results of its operations and cash flows
for the year then ended, in accordance with International Financial Reporting
Standards.

5.  Asdiscussed in Note 2, the accompanying 2005 consolidated financial statements have
been restated.

Ankara, 24 April 2006
Except for notes 2, 4, 8, 24, 25, 26, 30 for which date is 26 May 2006
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TURKIYE VAKIFLAR BANKASI T.A.O.

INFLATION ADJUSTED AND CONSOLIDATED BALANCE SHEETS
AS AT 31 DECEMBER 2005 AND 31 DECEMBER 2004

(expressed in the equivalent purchasing power of New Turkish Lira at 31 December 2005)

31 December 31 December

ASSETS 2005 2004
Note 000 YTL 000 YTL

Cash and Cash Equivalents 5 282,613 191,429
Balances With The Central Bank 6a 1,375,075 580,087
Balances With Banks 7 2,122,253 2,204,876
Interbank Money Market Placements 1,500,000 1,150,568
Receivables from Reverse Repurchase securities 1,149,955 -
Trading Securities Portfolio 8a 1,123,973 3,358,013
Available for Sale Portfolio 8b 10,301,870 5,976,649
Reserve Deposits At The Central Bank 6b 687,643 1,009,547
Loans — Net 9 12,517,564 8,968,663
Trade Receivables — Net 10 292,890 163,274
Sundry Debtors 11 118,569 88,490
Held to Maturity Securities 8c 590,410 1,078,114
Equity Participations 12 355,077 294,662
Premises And Equipment — Net 13 1,258,661 1,407,013
Other Assets 14 324,349 205,545
Total Assets 34,000,902 26,676,930
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TURKIYE VAKIFLAR BANKASI T.A.O.

INFLATION ADJUSTED AND CONSOLIDATED BALANCE SHEETS
AS AT 31 DECEMBER 2005 AND 31 DECEMBER 2004

(expressed in the equivalent purchasing power of Turkish Lira at 31 December 2005)

LIABILITIES

Deposits
Demand
Time
Expense accruals on deposits

Commitments to Repurchase Securities

Borrowings

Funds

Trade Payables

Deposits and Advances Taken for Imports
Sundry Creditors

Taxes and Dues Payable

Provisions

Other Liabilities

Total Liabilities

Equity
Share Capital
Nominal Capital
Inflation Adjustment To Capital
Total Paid-In Capital
Revaluation Fund
Share Premium
Retained Earnings
Equity Attributable To Vakiflar Bankas: T.A.O.
Shareholders

Minority Interest

Total Equity
Total Liabilities And Shareholders’ Equity
COMMITMENTS AND CONTINGENCIES

Vhifrsreport31122005en

Note

15

16
17
18

19
20a
21

23
24

25

30

As restated
31 December 31 December
2005 2004
000 YTL 000 YTL
3,830,051 3,388,139
19,313,680 15,211,545
218,226 160,275
23,361,957 18,759,959
213,089 642,074
3,812,474 3,382,424
151,597 173,667
144,923 76,614
127,586 139,714
275,800 74,041
202,367 199,044
877,700 658,328
138,578 252,870
29,306,071 24,358,735
1,279,000 420,145
1,413,703 1,374,054
2,692,703 1,794,199
290,497 102,616
1,169,756 -
218,263 130,919
4,371,219 2,027,734
323,612 290,461
4,694,831 2,318,195
34,000,902 26,676,930
7,521,494 6,847,890
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TURKIYE VAKIFLAR BANKASI T.A.O.

INFLATION ADJUSTED AND CONSOLIDATED STATEMENTS OF INCOME

FOR THE PERIODS ENDED 31 DECEMBER 2005 AND 31 DECEMBER 2004

(expressed in the equivalent purchasing power of Turkish Lira at 31 December 2005)

Note

Interest Income — Banking 26
Interest (Expense) — Banking 27
Net Interest Income — Banking
Loan Loss Provision (Expense)

NET INTEREST INCOME AFTER LOAN LOSS
PROVISIONS

Non-Interest Income 28
Non-Interest (Expense) 29
Income from Associates

INCOME BEFORE TAX AND MONETARY
(LOSS)

Taxation 20b
INCOME BEFORE MONETARY (LOSS)

Monetary (Loss)

NET INCOME

Attributable to:

Equity holders of T. Vakiflar Bankasi

Minority interest

Total
Earnings Per Share 3.24

Vbifisreport31122005en

As restated
2005 2004
000 YTL 000 YTL
3,790,222 3,273,734
(2,316,029) (1,977,883)
1,474,193 1,295,851
(262,039) (172,271)
1,212,154 1,123,580
1,945,793 2,108,607
(2,178,167) (2,154,126)
8,928 81,332
988,708 1,159,393
(189,333) (202,515)
799,375 956,878
(53,268) (88,422)
746,107 868,456
714,003 807,282
32,104 61,174
746,107 868,456
0.946 1.839
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TURKIYE VAKIFLAR BANKASI T.A.O.

INFLATION ADJUSTED AND CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE PERIODS ENDED
31 DECEMBER 2005 AND 31 DECEMBER 2004

(expressed in the equivalent purchasing power of New Turkish Lira at 31 December 2005)

CASH FLOWS FROM OPERATING ACTIVITIES
Net profit for the year
Adjustments to reconcile net income to net
Cash provided by operating activities:
Depreciation and amortization
Provision for retirement pay
General loan loss provision
Provisions for non-cash loans
Insurance technical provisions and other provisions
Loan loss provisions
Other provisions
Decrease in taxation on income and deferred taxes
(Increase) in Interbank funds sold — net
Decrease / (Increase) in reserve deposits at Central Bank
(Increase) in other assets
(Increase) in marketable securities
(Increase) in loans
(Increase) in receivables from reverse repurchase securities
Net cash (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
(Increase) / Decrease in equity participations
Disposals from premises and equipment-net

Net cash (used in) / provided from investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Increase in deposits

Increase/ (Decrease) in securities under repo agreement
(Decrease) / Increase in loans used

(Decrease) in funds borrowed

(Decrease)/ Increase in other liabilities

Change in minority interest

Share premium

Cash increase in capital

Cash dividends paid

Net cash provided from financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT
THE BEGINNING OF THE PERIOD

CASH AND CASH EQUIVALENTS AT
THE END OF THE PERIOD

Vbiasreport31122005en

As restated
31.12.2005 31.12.2004
000 YTL 000 YTL
746,107 868,456
120,640 77,363
11,083 4,620
25,298 8,810
60,270 27,041
61,852 45,972
155,295 172,271
67,476 60,047
3,323 166,031
(349,432) (822,639)
321,904 (129,435)
(231,270) (127,523)
(1,412,304) (554,488)
(3,704,196) (3,044,532)
(1,149,954) -
(5,273,908) (3,248,006)
(60,415) 101,074
25,466 45,218
(34,949) 146,292
4,601,998 3,368,105
(428,985) 16,089
430,050 723,367
(22,070) (38,757)
87,468 (201,516)
- 2,772)
1,169,756 -
278,383 -
(4,194) -
6,112,406 3,864,516
803,549 762,802
2,976,392 2,213,590
3,779,941 2,976,392
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TURKIYE VAKIFLAR BANKASI T.A.O.

NOTES TO THE FINANCIAL STATEMENTS

FOR THE PERIODS ENDED

31 DECEMBER 2005 AND 31 DECEMBER 2004

(expressed in the equivalent purchasing power of New Turkish Lira at 31 December 2005)

1. THE BANK

Tiirkiye Vakiflar Bankasi1 Tirk Anonim Ortakligi (‘the Bank’) was founded on 15
January 1954 in accordance with special legal regulations. The Bank has the legal form
of a joint stock company pursuant to the Banks’ Act, with headquarters located in
Ankara. Vakifbank provides retail, commercial, and investment banking services through
its network of 302 branches, 4 finance centers, and 4 mobile branches distributed
throughout Turkey. Internationally, Vakifbank has subsidiaries in Austria, France, and
Cyprus, and a branch in New York.

2.  BASIS OF FINANCIAL STATEMENTS

The accompanying consolidated financial statements have been prepared in accordance
with International Financial Reporting Standards (IFRS), including International
Accounting Standards (“IAS”). The principal accounting policies adopted in the
preparation of these consolidated financial statements are set out below:

Basis of Presentation of Financial Statements

The Bank maintains its books of account in New Turkish Lira, which is the currency of
the primary economic environment in which the Bank operates, and prepares its
statutory financial statements in accordance with the reporting requirements of Banking
Law, the Uniform Chart of Accounts issued in accordance with Banking Law, Turkish
Commercial Practice and Tax Legislation. The Bank’s consolidated subsidiaries
maintain their books of account and prepare their statutory financial statements in
accordance with regulations prevailing in their area of specialization, Commercial
Practice and Tax Regulations.

The accompanying financial statements are based on the statutory records with
adjustments and reclassifications, including restatement for the changes in the general
purchasing power of the New Turkish Lira, for the purpose of fair presentation in
accordance with Statements of International Financial Reporting Standards (IFRS)
issued by the International Accounting Standards Committee. IFRS adjustments and
reclassifications reflected to the accompanying financial statements have not been
entered in the statutory accounts of the Bank.

Adoption of New and Revised IFRSs

In the current year, except for IFRS 4, the Group has adopted all of the new and revised
standards and interpretations issued by the International Accounting Standards Board
(the IASB) and International Financial Reporting Interpretations Committee (the IFRIC)
of the IASB that are relevant to its operations and effective for periods beginning 1
January 2005. The adoption of these new and revised Standards and Interpretations has
resulted in change to the Group’s accounting policy in the presentation of minority
interest under equity (IFRS1) that has affected the amounts reported for the current or
prior years.

Vbiasreport31122005en continued



TURKIYE VAKIFLAR BANKASI T.A.O.

NOTES TO THE FINANCIAL STATEMENTS

FOR THE PERIODS ENDED

31 DECEMBER 2005 AND 31 DECEMBER 2004

(expressed in the equivalent purchasing power of New Turkish Lira at 31 December 2005)

2.

BASIS OF FINANCIAL STATEMENTS (continued)
Adoption of New and Revised IFRSs (continued)
IFRS 4 Insurance Contracts

IFRS 4 Insurance Contracts is applicable for annual periods beginning on or after 1
January 2005. IFRS 4 prescribes the financial reporting for insurance contracts by any
entity that issues such contracts. It applies to insurance contracts issued, reinsurance
contracts held and financial instruments issued with a discretionary participation
feature. According to IFRS 4, an insurer shall assess at each reporting date whether its
recognised insurance liabilities are adequate, using current estimates of future cash
flows under its insurance contracts. If that assessment shows that the carrying amount of
its insurance liabilities (less related deferred acquisition costs and related intangible
assets) is inadequate in the light of the estimated future cash flows, the entire deficiency
shall be recognised in profit or loss. According to IFRS 4, an insurer shall disclose
information that identifies and explains the amounts in its financial statements arising
from insurance contracts. An insurer shall also disclose information that helps users to
understand the amount, timing and uncertainty of future cash flows from insurance
contracts.

As the necessary liability adequacy tests are not performed and disclosure requirements
are not met in the financial statements of Vakif Emeklilik A.S. and Giines Sigorta A.S.
which are consolidated with the financial statements of Tirkiye Vakiflar Bankasi
T.A.O. as explained in Note 3.3, impact of the application of IFRS 4 could not be
quantified and reflected on the accompanying financial statements.

At the date of authorization of these financial statements, additional Standards and
Interpretations were in issue but not yet effective. The directors anticipate that the
adoption of these Standards and Interpretations in future periods will have no material
impact on the financial statements of the Group.

Vbiasreport31122005en continued



TURKIYE VAKIFLAR BANKASI T.A.O.

NOTES TO THE FINANCIAL STATEMENTS

FOR THE PERIODS ENDED

31 DECEMBER 2005 AND 31 DECEMBER 2004

(expressed in the equivalent purchasing power of New Turkish Lira at 31 December 2005)

2.

BASIS OF FINANCIAL STATEMENTS (continued)
New Turkish Lira

A new law number 5083 was enacted with effect from 1 January 2005, which deletes
six zeroes from the former currency of the Turkish Republic, the Turkish Lira (“TL”),
to form a new currency the New Turkish Lira (“TRY” or “YTL”). Thus 1 YTL =
1,000,000 TL. The New Turkish Lira is divided into 100 New Turkish cents (“YKr”).
The accompanying financial statements including comparatives are presented in New
Turkish Lira (“YTL”) since it is the official currency as at the balance sheet date.

Restatement of 2005 Financial Statements

Subsequent to the issuance of the Group’s 2005 financial statements, the Group’s
management determined that the unrealized gain of YTL 107,196 Thousand arising
from the difference between the carrying amount and fair value of Turkish Treasury
Eurobonds in the available for sale portfolio for the year ended December 31, 2005 and
described in Note 8.b) was mistakenly accounted for in the income statement as
“interest income” rather than “revaluation reserve” directly in equity, in accordance
with IAS 39 and the Company’s accounting policy disclosed in Note: 3.6. The effect
of this restatement on the Group’s Balance Sheet, Statement of Income, Statement of
Changes in Shareholders’ Equity and Statement of Cash Flows is as follows:

Previously

Reported As Restated
Consolidated Balance Sheet /
Statement of Changes in
Shareholders Equity
Revaluation Fund 183,301 290,497
Retained Earnings 354,845 218,263
Minority interest 294,226 323,612
Consolidated Income Statement
Interest Income 3,897,418 3,790,222
Minority Share of Net Income 50,145 32,104
Net Income 853,303 746,107
Earnings per share 1.065 0.946
Consolidated Statement of Cash
Flow
Net profit for the year 803,158 746,107
Change in minority interest 51,722 -

Vbiasreport31122005en continued



TURKIYE VAKIFLAR BANKASI T.A.O.

NOTES TO THE FINANCIAL STATEMENTS

FOR THE PERIODS ENDED

31 DECEMBER 2005 AND 31 DECEMBER 2004

(expressed in the equivalent purchasing power of New Turkish Lira at 31 December 2005)

3.1

3.2

SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in the preparation of the accompanying
financial statements are as follows:

Accounting Convention

The accompanying financial statements have been prepared in accordance with
International Financial Reporting Standards (“IFRS”). Effect has been given in the
financial statements to adjustments and reclassifications which have not been entered in
the general books of account of the Bank and its subsidiaries maintained in conformity
with accounting practices prevailing in Turkey as set out in note 2.

Financial Reporting in Hyperinflationary Economies

The Group maintains its books of account and prepares its statutory financial statements
in accordance with the Turkish Commercial Code and tax regulations. Prior to 2004, the
statutory books have been kept on historical basis. For the year ended 31 December
2004, adjustments related to the inflation accounting have been included in the legal
books in accordance with the Law No: 25524 of Banking Regulation and Supervision
Agency dated July 16, 2004.

In the accompanying consolidated financial statements, restatement adjustments have been
made to compensate for the effect of changes in the general purchasing power of the New
Turkish Lira, as of the balance sheet date, in accordance with International Accounting
Standard No. 29 “Financial Reporting in Hyperinflationary Economies” ("IAS 29").

Major characteristics those necessitate the application of IAS 29 are:

(a) The general population prefers to keep its wealth in nonmonetary assets or in a
relatively stable foreign currency. Amounts of local currency held are
immediately invested to maintain purchasing power;

(b) The general population regards monetary amounts not in terms of the local
currency but in terms of a relatively stable foreign currency. Prices may be quoted
in that currency;

(¢) Sales and purchases on credit take place at prices that compensate for the
expected loss of purchasing power during the credit period, even if the period is
short;

Vbiasreport31122005en continued



TURKIYE VAKIFLAR BANKASI T.A.O.

NOTES TO THE FINANCIAL STATEMENTS

FOR THE PERIODS ENDED

31 DECEMBER 2005 AND 31 DECEMBER 2004

(expressed in the equivalent purchasing power of New Turkish Lira at 31 December 2005)

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.2 Financial Reporting in Hyperinflationary Economies (continued)
(d) Cumulative three-year inflation rate approaching or exceeding 100%.

One characteristic that leads to the classification of an economy as hyperinflationary,
necessitating the application of IAS 29 restatement, is a cumulative three year inflation
rate approaching or exceeding 100%. Such cumulative rate in Turkey was 35.61% for
the three years ended 31 December 2005 based on the wholesale price index announced
by the Turkish State Institute of Statistics. Although the cumulative rate in Turkey is
35.61%, below 100%, for the three years ended 31 December 2005, other characteristics
are still valid and improvements in the economic indicators do not yet lead to result in
verifying to conclude that the economy is no longer hyperinflationary. Consequently, the
accompanying financial statements are adjusted for the effect of changes in the general
purchasing power of YTL.

The restatement has been calculated by means of conversion factors based on the
Turkish countrywide wholesale prices index (““WPI”) published by the State Institute of
Statistics.

The index and corresponding conversion factors for the last five years are as follows:

Index  Adjustment Factors

31 December 2001 4,951.7 1.7743
31 December 2002. 6,478.8 1.3561
31 December 2003 7,382.1 1.1901
31 December 2004 8,403.8 1.0454
31 December 2005 8,785.7 1.0000

The comparative rates of currency devaluation of the Turkish Lira against the US
Dollar, compared with the rates of general price inflation in Turkey according to the
WPI are set out below:

Year: 2005 2004 2003 2002 2001 2000

Currency Deflation US $  (0.22%) (3.8%) (14.6%) 13.5% 114.3% 24.4%

WPI Inflation 4.54% 13.8% 13.9% 30.8% 88.6% 32.7%

Vbiasreport31122005en continued




































































































































