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BUSINESS ACTIVITIES AND SHAREHOLDERS OF THE BANK

VakifBank International AG was established in Vienna, Austria on July 23, 1999 and obtained a full banking licence by the Austrian Ministry of
Finance on August 4, 1999. The shareholders of the bank are Türkiye Vakıflar Bankası T.A.O., Istanbul (90 %) and the Pension Fund of Türkiye
Vakıflar Bankası T.A.O. (10 %).

VakifBank International AG sees its core activity in providing support to European and Turkish companies to improve and enlarge their mutual
trading relations, based on the experience, financial capability and the international reputation of its parent Türkiye Vakıflar Bankası T.A.O.
VakifBank International AG is strongly committed to provide a positive contribution to intensify trade and investment activities.

VakifBank International AG is offering trade related banking services (Letters of Credit, Collections, Guarantees, Money transfers etc), the
financing of commercial cross border transactions (Forfaiting, Syndications, etc) and loans to European and Turkish exporters and importers.

Geographically, VakifBank International AG is concentrating on Turkey, EU, CEE, SEE and CIS.
Additionally VakifBank International AG offers traditional banking services (account maintenance for private and corporate clients, savings
accounts, remittances, retail and commercial loans).
A special service offered by VakifBank International AG is a prompt and easy handling of money transfers from Austria and Germany to more
than 900 branches of its parent in Turkey.
Türkiye Vakıflar Bankası T.A.O., Ankara was founded in 1954 and is currently number 3 of the banks directly or indirectly controlled by the
Republic of Turkey.
The branch network includes 927 branches in Turkey, one branch in New York, Bahrain and Erbil.

The shareholders of Türkiye Vakıflar Bankası T.A.O., Istanbul are:
43,00 % General Directorate of Public Foundations
15,45 % Affiliated Foundations
16,10 % Pension Fund of Türkiye Vakıflar Bankası T.A.O.
25,20 % Free Float (Istanbul Stock Exchange)
0,25 % Others

The General Directorate of Public Foundations “GDF” was established in 1924 to administer and regulate existing and future Turkish charitable
foundations as a state entity directly reporting to the Prime Minister.
The GDF is a separate legal entity and has its own budget. It owns the cultural heritage of the Republic of Turkey, like museums, mosques and
historic buildings.

The Affiliated Foundations are charity organisations which have been established for the welfare of the general public even before the Ottoman
Empire. These foundations are also administered by the General Directorate of Public Foundations. The Pension Fund of Türkiye Vakıflar Bankası
T.A.O. substitutes the mandatory social security coverage provided by the Social Insurance Institution for the Bank's employees and it is
mandatory for all of the Bank's employees to become members of the Pension Fund.

KEY FIGURES OF THE FINANCIAL YEAR 2016

(in Mio EUR)

2016

2015

Balance Sheet

949,08

976,81

Claims against Customers

521,18

675,05

Claims against Credit Institutions

165,58

77,96

48,60

30,68

Liabilities to Customers

755,83

809,27

- hereof: Savings Deposits

423,10

446,74

Net Interest Income

16,50

18,75

Operating Income

17,30

21,84

Operating Expenses

9,71

7,03

Operating Result

7,58

14,81

Income from ordinary activities

7,85

2,72

Annual Profit

7,57

2,85

126,08

123,88

Liabilities to Credit Institutions

Equity Resources under Part 2 of EU regulation No. 575/213

MANAGEMENT REPORT OF THE FINANCIAL YEAR 2016

2016 was a year in which capital flows to EM began to accelerate despite the Fed starting interest rate hikes. Especially measures taken after
rapid capital outflows from China at the beginning of 2016 and expectations about to slowdown in Fed's rate hikes increased risk appetite in
the markets. However, the victory of Donald Trump in November US elections led to the expectations that policies he promised to implement
would accelerate interest rate hikes. These expectations has led to a decline in risk appetite, however, the inability to implement such policies
has allowed the risk appetite to rise again. As a result, it is expected that the highest capital inflows to EM will be realized in 2017.
US economy grew by %1.6 yoy for 2016. It was the weakest performance since 2011. On the other hand, in 2016, inflation was low at 1.6%
below the 2% target. In 2017, growth is expected to be over 2%, while inflation is expected to be below the target of 2%. However, the
unemployment rate drop to 4.3% which is the lowest since 2001. Therefore the Fed, which raised interest rates twice in 2017 and decided the
balance sheet normalization program, is expected to make the third interest rate increase in December.
Eurozone economy grew by 1.8%, y-y, in 2016, while the yearly inflation rate was 0.2% in the same period. ECB reduced its asset purchasing
program from ?80 billion to ?60 billion in 2017. Meanwhile, it is expected for Germany to grow above 2% in 2017 as a result of revival in the
economic activity. Markets expect ECB to continue its balance sheet reduction. However, statements from ECB on the over valued Euro indicate
that asset purchasing will continue for a while.
Japan’s economy expanded at a slightly slower than expected 1.0% annual pace in 2016. Although Japan’s economy grew faster than expected
in 2Q 2017, Bank of Japan is expected to continue its quantitative easing.
Capital outflow slowed in China with measures taken at the beginning of 2016 and China's economy grew by 6.7% in 2016. China’s gross
domestic product rose 6.9% in the second quarter of 2017 from a year earlier, the same rate as the first quarter. The Chinese economy expected
to grow 6.7% annually in 2017.
Turkish economy grew by 2.9%, y-y, in 2016. Meanwhile, inflation rose by 8.53%, y-y, in the same period. Turkey recorded a growth of 5.1%
in the second quarter of 2017 with the support of loans through Credit Guarantee Fund (KGF) and loose fiscal policies. This year, 5.5% growth
is expected for Turkish economy. On the other hand, inflation has soared in 2017. As a result, CBRT continues its tight monetary policies.
The Austrian economy has been growing supported by private consumption and the improvement of investment and export, so momentum
of the growth has been kept sustainable since 2013. Although the growth rate is below the average of Eurozone rate in annual terms, the
Austrian economy managed to grow by 1.5% percent. In 2017 the growth projected to exceed 2.0% thanks to the improved confidence to
consumer and business environment. By the end of 2016, CPI inflation in Austria came in at %0.9 which was above the rest of Eurozone
between 2011 and 2016. Unemployment rate rose to %6 in 2016 which was below the rest of Eurozone and is expected to decline modestly
in 2017 and 2018.
Business Activities
At the end of 2016, the balance sheet total amounted to EUR 949,08 Mio. In the prior year balance sheet total amounted to EUR 976,81 Mio.,
resulting in a decrease of 2,8%. The decrease in the balance sheet total results particularly from a decrease in credits by
30 % to EUR 521,18 Mio. .
As the policy of Vakifbank International AG is conservative, derivatives are used only on a small scale to hedge currency risks. The business
is restricted to loans, fixed income and interbank market. Refinancing is done in the primary retail market. Receivables against credit institutions
have increased from EUR 77,9 Mio. to EUR 165,58 Mio. Reason for the increase was a higher volume of participation to syndicated facilities
of financial Institutes.

Risk reporting
The risk strategy of the bank aims at fulfilling at all times all requirements of legal and regulatory framework changing over time in order to
maintain the risk bearing capacity and capital adequacy of the bank as well as the achievement of the best possible risk-return mix. For this
purpose we have implemented bank wide risk management procedures with clear organisational structures and areas of responsibilities. In
application of the proportionality principles we have implemented adequate measures and controlling mechanisms for the identification,
measurement, assessment, controlling and limitation of actual and potential risks.

Riskmeasurements
In the risk bearing capacity calculation the expected and unexpected risk is analysed based on two confidence levels (“Problem Level” and
“Extreme Level”). At “Problem Level” Credit Risk, Interest Rate Risk, Foreign Exchange Risk, Credit Spread Risk, Operational Risk and other
Risks are calculated. At Extreme Level additionally Liquidity Risk and macro economical risk are calculated. Expected loss is an amount
based on estimated current earnings and deemed to be reasonable. Unexpected loss is calculated based on expected loss. However as
there are different confidence levels the amounts for unexpected loss are different for confidence level 95,5% (Problem Level) and
confidence level 99,9% (Extreme Level).
To be prepared for different singular events, there are stress scenarios calculated for changes in value of collaterals, ratings, interest rates,
country ratings, and foreign exchange.
To cover for the aggregated potential losses, there is risk coverage capital defined. Based on the risk coverage capital, there are limits for
different risk categories defined. The results of the the risk bearing capacity calculation are reported quarterly to the board members.

Credit risk
Credit Risk is caused by default of customers or provisions done to cover negative rating changes or devaluation of collaterals.
Credit Risk is measured by grouping the credits in a rating system, based on ratings from 1 to 10. If ratings of rating agencies are available,
they are used. However, if there is no public rating available, third party analysis is used and mapped according to an internal mapping
method to public available ratings. Per definition of our bank, country risk is part of credit risk. Country risk is measured by considering the
probability of default based on 5 years – CDS – Spreads under the assumption of a recovery rate of 40% . At the end of 2016 total credit risk
amounts to EUR 15,3 Mio. at Problem Level.

Market risk
Total market risk at year end was calculated in the amount of EUR 8,2 Mio.
Thereof interest rate risks amounts to EUR 3,2 Mio. and is based on the assumption of a 200 Basis Point parallel shift of the yield curve. As
the interest rates are quite low and the 200 Basis Point shift is a regulatory requirement, it is assumed to be equivalent an confidence level
of 99,9%. As a consequence of this assumption the calculation for the 95,5% confidence level equals 53% of change in present value of
values based on 200 Basis Point shift. Foreign exchange risk is EUR 0,2 Mio and is calculated by multiplying open foreign exchange position
with foreign exchange volatility. The calculation is based on the 250 day volatility and a time series with a length of 3 Year. Adding up the
so calculated foreign exchange risk of every currency, yields the undiversified foreign exchange risk. Diversified risk is calculated based on
correlations of currencies. Credit spread risk amounts to 4,8 Mio EUR and is calculated based on bonds. To calculate the risk, first volatility
of credit spreads for 250 Days based on 3 Year time series is calculated. In a second step the difference between the present value and the
present value of a bond with the stressed credit spread is calculated and forming the undiversified credit spread risk. Diversified credit
spread risk is calculated by using the correlation of the credit spread and the risk free interest rate.

Operational Risk
Operational Risk is calculated for Problem Level (EUR 0,74 Mio.-EUR 2,9 Mio) and Extreme Level (EUR 2,9 Mio.). Measurement of operational
risk is based on regulatory requirements. Additionally, it is assumed that the distribution of operational risk is based on normal distribution
by 1/3 and by 2/3 on logarithmic distribution. So it is possible to calculate the amount of operational risk for confidence level 95,5% and for
confidence level 99,9%.
For confidence level 95,5% operational risk is calculated as 5% of expected earnings. For confidence level 99,9% the regulatory requirement
of 15% of expected earnings is used. For Extreme Level 15% of average expected earnings of the last 3 years are used as a proxy for
operational risk.

Liquidity Risk
Liquidity Risk is calculated by assuming an increase in refinancing cost. Basis of this calculation is an official indicator published by OENB.
This indicator is applied to the liquidity gap (done as an multiplication) and so liquidity risk is calculated and evaluated against
risk covering capital.

Macro Economical Risk
Macro Economical Risk is only calculated for Extreme Level and or major risk category, Credit Risk, as risk is covered by provisions and
expected earnings at the Problem Level. It is assumed that a decrease of gross domestic product by 2% is causing an increase of probability
of default by 25%. And so the macro economical risk is calculated under these stressed assumptions.

Other Risks
Other Risk is calculated for Problem Level and Extreme Level and is calculated as 5% of all already calculated risks. Additionally the change
of risk covering capital for foreign exchange exposures is calculated. Together these two risks types are forming the “Other Risks”.
For FX-Credits (with exception of financial institutions and government exposure) additional risk is calculated adding to the outstanding
volume possible changes based on 3 Year Volatility of CHF, as CHF is used as a proxy for foreign exchange volatility. Finally risk is calculated
as 8% of this amount.

Portfolio and major Balance Sheet Items:
In 2016 we have lend 11% of our loan portfolio to Services, 46% to Financial Services, 15% to Manufacturing and 15% to Governments.
The remaining amount is spread even across Property, Energy, Transport and Trade
Receivables from Non Banks decreased by 22,8% from EUR 675,05 Mio to EUR 521,18 Mio .
Our Bond Portfolio increased by 33,5% from EUR 181 Mio. to EUR 241,7 Mio.
VakifBank International AG has one branch in Vienna and one foreign branch in Frankfurt and a sub branch in Cologne , Germany.
Balance Sheet Total of the branches in Germany increased to EUR 260,53 Mio.
Total Deposits of the bank decreased by 6,6% to EUR 755,85 Mio.

Own Funds:
At year end 2016, the available own funds to be taken into account according to § 23 BWG are EUR 126,8 Mio. Whereby the reserves according
to § 23 BWG reached EUR 8,25 Mio.
Earnings:
Net interest income in 2016 was EUR 16,5 Mio (-11,7%). Reason for the decrease was mainly lower interest rates margings compared to last
year. Provision income amounts to EUR 0,11 Mio.
Operating cost increased from EUR 7,03 Mio to EUR 9,71 Mio. So an operating result of EUR 7,581 Mio was reached. Due to provisions in the
amount of EUR 0,33 Mio the year ended with an operating income of EUR 7,88 Mio.
Outlook:
Year 2016 was affected by continuing uncertainties, und we are expecting this will remain in the near future. As a consequence we will follow
our conservative strategy, allowing us to be successful even in difficult conditions. So we will as in the past look for opportunities in markets
where our bank and or mother company have expertise and competence.
Due to these conditions, we expect in 2017 a Balance Sheet Total of 1000 Mio. .
As the uncertainties continue, competition increase and margins are decreasing we are expecting for 2017 a net profit of EUR 7 Mio.
As in the past we will concentrate on our core business areas, deposits, credits and fixed income business.
After the closing of the balance sheet there were no significant events to be reported.

Vienna, July 5, 2017
VakifBank International AG

M. Seckin ONÜR
CEO

Selcuk GÖZUAK
CFO

Kenneth BORN
CRO

The supervisory board held regular meetings in the fiscal year 2016. The supervisory board was informed by
the executive board about the essential matters of the business especially regarding general management,
development and situation of the company in the above meetings as well as by ongoing reporting.

The reports of the executive board were acknowledged and the necessary resolutions were taken. The
supervisory board has fulfilled the legal and statutory requirements. The financial statements including notes
and management report for the financial year 2016 were audited and confirmed by Deloitte Audit
Wirtschaftsprüfungs GmbH, Vienna. An unqualified audit opinion was given.

After the final examination of the financial statements, the Annex and the management report by the
Supervisory Board no deficiencies were revealed.

REPORT OF THE
SUPERVISORY BOARD

The supervisory board has approved the annual financial statement prepared in accordance with UGB in it's
Meeting on July 7th, 2017 in accordance with §96 (4) Corporate Law.

The supervisory board approves the Management Board's proposal for the use of profit and with this occasion,
on behalf of the Bank , I would like to extend my gratitude to our esteemed costumers for their contribution
our success and to the executive board members, to our diligent employees and to our shareholders for their
unfaltering trust in us.

Vienna, July 7, 2017

Osman DEMREN
Chairman of the Supervisory Board

AUDITOR´S OPINION

Report on the Financial Statements
We have audited the annual financial statements (consisting of the balance sheet as of 31 December 2016, the profit and loss account for the
year ended on this date, and the notes to the financial statements) of VakifBank International AG, Wien.
In our opinion, the accompanying financial statements comply with legal requirements and provide a true and fair view of the net assets and
financial position as of 31 December 2016, as well as the income situation of the company for the financial year ending on this date, in
accordance with Austrian company law and the Austrian Banking Act.

Basis for the audit opinion
We conducted our audit in accordance with the Austrian principles of proper auditing of financial statements. These principles require the
application of International Standards on Auditing (ISA). For further information on our responsibilities according to these regulations and
standards, please see the section
‘Responsibilities of the auditor for the audit of annual financial statements’, included in our audit opinion. As required under Austrian commercial,
banking and professional regulations, we are independent of the Company and have fulfilled our other professional duties in accordance with
these requirements. We believe that the audit evidence that we have obtained is a sufficient and appropriate basis for our audit opinion.

Responsibilities of the legal representatives and the audit committee for the annual financial statements

The legal representatives are responsible for preparing the annual financial statements and for ensuring that the latter provide a true and fair
view of the Company's assets, financial and earnings performance in accordance with Austrian company law and the additional requirements
of the Austrian Banking Act. In addition, the legal representatives are responsible for the internal controls that they consider necessary to
enable the preparation of financial statements that are free from material misstatements, whether intentional or unintentional.
In the preparation of the annual financial statements, it is the responsibility of the legal representatives to assess the Company's ability to
continue business activities; provide information related to the continuity of the Company's business activities, where applicable; and to apply
the accounting principle of continuity of the Company's business activities, unless the legal representatives intend either to liquidate the
Company or cease business or have no realistic alternative to doing so.
The audit committee is responsible for the monitoring the Company's accounting process.
Auditor’s responsibilities for the audit of the annual financial statements
Our objectives are to obtain reasonable assurance that the annual financial statements as a whole are free from material misstatements,
whether intentional or unintentional, and to issue an audit report that includes our audit opinion. Reasonable assurance is a high level of
certainty but no guarantee that an audit conducted in accordance with Austrian principles of proper auditing, which require compliance with
the ISA, never fails to reveal a material misstatement, if one exists. Misstatements may result from fraud or errors and are deemed to be material
if, individually or collectively, they can reasonably be expected to affect the economic decisions made by users on the basis of these annual
financial statements.
The audit does not constitute an assurance of the continued existence of the audited company or of the profitability or effectiveness of the
past or future management.
In conducting an audit in accordance with the Austrian principles of proper auditing, which require compliance with the ISA, we exercise due
care and diligence and maintain professional scepticism throughout the entire engagement.

Auditor’s responsibilities for the audit of the annual financial statements
Our objectives are to obtain reasonable assurance that the annual financial statements as a whole are free from material misstatements,
whether intentional or unintentional, and to issue an audit report that includes our audit opinion. Reasonable assurance is a high level of
certainty but no guarantee that an audit conducted in accordance with Austrian principles of proper auditing, which require compliance with
the ISA, never fails to reveal a material misstatement, if one exists. Misstatements may result from fraud or errors and are deemed to be material
if, individually or collectively, they can reasonably be expected to affect the economic decisions made by users on the basis of these annual
financial statements.
The audit does not constitute an assurance of the continued existence of the audited company or of the profitability or effectiveness of the
past or future management.
In conducting an audit in accordance with the Austrian principles of proper auditing, which require compliance with the ISA, we exercise due
care and diligence and maintain professional scepticism throughout the entire engagement.
In addition:
• We identify and assess the risks of material misstatements, whether intentional or unintentional, in the financial statements; plan audit
procedures in response to these risks; and perform audits that serve as a sufficient and appropriate basis for our audit opinion. The risk that
material misstatements resulting from fraud will not be detected is greater than that for a misstatement resulting from errors, since fraud may
include fraudulent co-operation, counterfeiting, deliberate omissions, misleading representations or the overriding of internal controls.
• We gain an understanding of the internal control system relevant to the audit in order to plan audit procedures that are appropriate under
the specific circumstances; however, our objective is not to issue an opinion on the effectiveness of the company's internal control system.
• We assess the appropriateness of the accounting methods used by the legal representatives and evaluate whether the estimated values are
reasonable as presented by the legal representatives in the financial statements and related information.
• We assess the appropriateness of the legal representatives' use of the going concern basis of accounting; we also determine, based on the
audit evidence obtained, whether material uncertainty exists in connection with events or circumstances that may cast significant doubt on
the Company's capacity to continue as a going concern. If we conclude that material uncertainty exists, we are required to draw attention in
our audit opinion to the related disclosures in the financial statements or, if such disclosures are inappropriate, to modify our opinion. We
make our determination on the basis of the audit evidence obtained by the date of our audit opinion. However, future events or circumstances
may result in the company's inability to continue as a going concern.
• We assess the overall presentation, structure and content of the annual financial statements, including the information as well as whether
the annual financial statements reflect the underlying transactions and events in such a way as to achieve the most representation possible.
With the audit committee, we share information on issues including the planned scope and scheduled timing of the audit and significant
audit findings, including any significant weaknesses in the internal control system that we recognise during our audit.

Review of the management report
In accordance with Austrian company law, the management report is examined to determine whether it is consistent with the annual financial
statements and whether it was drawn up in compliance with the applicable legal requirements.
The legal representatives of the Company are responsible for preparing the management report in accordance with Austrian company law.
We conducted our audit in accordance with professional standards for auditing the management report.
Opinion
In our opinion, the management report has been prepared in accordance with applicable legal requirements and is consistent with the annual
financial statements.

Explanation
Based on the findings of the audit of the annual financial statements and an understanding of the Company and its environment, we detected
no material misstatements in the management report .

Vienna, 29 June 2017

Annual financial statements containing our audit report may be published or distributed only if the version of these documents is the one that has been audited by us. This
confirmation relates exclusively to the complete German version of the annual financial statements, including the management report. The provisions of section 281(2) of
the UGB must be observed for other versions.

VAKIFBANK INTERNATIONAL AG
FINANCIAL STATEMENTS FOR THE YEAR ENDED
DECEMBER 31, 2016
PROFIT AND LOSS ACCOUNT 2016
•
NOTES TO THE BALANCE SHEET AND
TO THE PROFIT AND LOSS ACCOUNT

BALANCE SHEET AS FOR 31 DECEMBER 2016
A sse t s
31.12.2016
EUR

1. Cash in hand and balances with central banks
2. Treasury bills and other bills eligible for refinancing with central banks
3. Loans and advances to credit institutions
a) Repayable on demand
b) Other loans and advances

9.980.473,97
155.605.619,15

4. Loans and advances to customers

31.12.2015
EUR

EUR

EUR

6.591.146,76

24.426.218,91

99.424.962,01

99.544.597,21

165.586.093,12

9.244.725,53
68.711.739,94

521.186.452,01

77.956.465,47
675.049.886,30

5. Debt securities including fixed-income securities
a) issued by public bodies
b) issued by other borrowers

27.118.679,79
115.151.956,04

142.270.635,83

6. Participating interests

2.020,00

7. Intangible fixed assets

6.147,14

8. Tangible fixed assets
showing separately:
Land and buildings ocupied by a credit institution for
its own activities: € 163.697,78 (PY. 94 TEUR)
9. Other assets
10. Prepayments and accrued income

Off balance sheet items
1. Foreign assets

27.301.060,02
54.170.542,91

81.471.602,93

2.020,00
9.907,27

390.762,01

292.489,37

13.307.986,21

17.920.223,84

275.900,30

140.861,41

949.085.291,85

976.814.272,71

822.761.888,16

835.619.497,65

Liabilities
31.12.2015

EUR

BALANCE SHEET AS FOR 31 DECEMBER 2016
1. Liabilities to credit institutions
a) Repayable on demand

1. Liabilities to credit institutions

a) Repayable on demand
2. Liabilities to customers (non-banks)
a) Savings deposits
b) With agreed maturity dates or periods of notice
showing separately:
Liabilities to customers (non-banks)
aa) Repayable on2.demand

a) Savings deposits
showing separately:
aa) Repayable on demand
ab) With agreed maturity dates or periods of notice
b) Other liabilities
showing separately:
ba) Repayable on demand
bb) With agreed maturity dates or periods of notice

EUR

31.12.2014

29.427.400,21
31.12.2016
1.250.000,00

24.863.114,64

EUR

30.677.400,21

21.825.761,18
26.774.855,32

31.12.2015

EUR

1.250.000,00

29.427.400,21
48.600.616,50

75.001.932,04

1.250.000,00

30.677.400,21

50.475.478,73

80.971.526,79
342.131.765,65

32.227.429,67
300.504.497,28

EUR

75.001.932,04
371.739.137,05

755.835.219,39

39.030.816,80
323.503.046,30

809.274.932,19

3.

Other liabilities

8.346.913,16

8.214.520,26

4.

Accruals and deferred income

1.446.326,34

865.554,80

5.

Provisions
a) Provisions for severance payments
b) Other provisions

320.000,00
877.833,06

1.197.883,06

353.000,00
1.342.371,10

1.695.371,10

6.

Subscribed capital

66.000.000,00

66.000.000,00

7.

Capital reserves
a) Uncommitted

4.000.000,00

4.000.000,00

8.

Retained earnings
a) Legal reserve
b) Other reserves

9.

Liability reserve pursuant to Article 57 para. 5 ABA

10. Net profit or loss for the year

EUR

Liabilities

EUR

b) With agreed maturity dates or periods of notice

EUR

4.600.000,00
43.636.494,15

48.236.494,15

4.200.000,00
41.436.866,44

45.636.866,44

8.250.000,00

8.250.000,00

7.171.839,25

2.199.627,71

949.085.291,85

976.814.272,71

Off-balance-sheet items
1. Contingent liabilities
425.746,84
a) Guarantees and Sureties
425.746,84
2. Commitments
9.202.031,36
3. Total qualifying capital according to part 2 Regulation (EU) No 575/2013
126.080.347,01
thereof: subordinated loan according to part 2 title 1
0,00
Chapter 4 Regulation (EU) Nr. 575/2013
4. Capital requirements pursuant to Art 92 of Regulation (EU) No 575/2013
825.675.805,17
thereof: Capital requirements pursuant to Art 92 para. 1 point (a) of Regulation (EU) No 575/2013
thereof: Capital requirements pursuant to Art 92 para. 1 point (a) of Regulation (EU) No5
75/2013
14,79%
thereof: Capital requirements pursuant to Art 92 para. 1 point (b) of Regulation (EU) No5
75/2013
14,79%
thereof: Capital requirements pursuant to Art 92 para. 1 point (c) of Regulation (EU) No5
75/2013
14,79%
5. Foreign liabilities
279.687.972,02

2.144.613,55
2.144.613,55
8.710.367,77
123.876.959,17
0,00
860.611.317,71
14,39%
14,39%
14,39%
282.526.708,57

26.113.114,64

PROFIT AND LOSS STATEMENT FOR THE FINANCIAL YEAR 2016

EUR

2016

1. Interest receivable and similar income showing separately:
From fixed-income securities
EUR 5.917.292,90 (PY: 5.430 TEUR)

EUR

2015

EUR

28.524.040,24

33.854.806,76

-12.020.046,62

-15.101.344,25

16.503.993,62

18.753.462,51

3. Commissions receivable
4. Commissions payable

435.327,25
-323.090,46

507.220,92
-340.267,77

5. Net profit or net loss on financial operations

162.233,13

2.692.122,10

6. Other operating income

522.141,65

226.402,89

17.300.605,19

21.838.940,65

2. Interest payable and similar expenses
I. NET INTEREST INCOME

II. OPERATING INCOME
7. General administrative expenses
a) Staff costs
showing separately:
aa) Wages and salaries
bb) Expenses for statuory social contributions and compulsory
contributions related to wages and salaries
cc) Other social expenses
dd) Expenses for pensions and assistance
ee) Expenses for severance payments and contributions
to severance and retirement funds
b) Other administrative expenses

-3.730.416,39

-2.599.362,68

-825.887,48

-585.158,63

-69.767,46
-38.704,77

-37.791,72
-42.630,86

-101.533,08

-4.766.309,18

-187.025,84

-3.451.969,73

-4.037.093,61

-3.075.844,83

8. Value adjustments in respect of assets 7 and 8

-126.663,42

-123.267,52

9. Other operating expenses

-788.756,33

-378.480,82

-9.718.822,54

-7.029.562,90

7.581.782,65

14.809.377,75

303.955,93

-12.093.823,15

7.885.738,58

2.715.554,60

11. Tax on profit or loss

-195.936,87

-5.472,28

12. Other taxes not reported under Item 11

-117.932,46

139.545,39

7.571.839,25

2.849.627,71

-400.000,00

-650.000,00

7.171.839,25

2.199.627,71

0,00

0,00

7.171.839,25

2.199.627,71

III.

OPERATING EXPENSES

IV.

OPERATING RESULT
10. Allocation to / Releases of provisions on loan losses
and income/loss from sale/valuation of liquidity reserve

V.

EUR

PROFIT OR LOSS ON ORDINARY ACTIVITIES

VI. PROFIT OR LOSS FOR THE YEAR AFTER TAX
13. Changes in reserves
hereof: pursuant to § 57(5) ABA: EUR 500.000; (PY: 440 TEUR)

VII. NET INCOME FOR THE YEAR
14. Profit or loss brought forward
VIII. NET PROFIT OR LOSS FOR THE YEAR

-2.180.307,79

0,00

0,00

-1.367.172,43
-813.135,36
0,00
0,00

0,00
0,00
0,00
0,00

-511.210,14

0,00

a) Leasehold Improvements
b) Furniture and equipment
c) Vehicles
d) Low value assets

-296.974,60
-214.235,54

0,00
0,00

a) Rights and licences
b) Startup cost

0,00

-866.148,32

-237.812,79
-628.335,53

EUR

0,00

69.872,47 1)
1)

EUR

EUR

292.489,37

163.697,78
128.791,59
0,00
0,00

9.907,27

9.907,27
0,00

2.020,00

0,00

17.849,02

17.849,02
0,00

2.020,00

0,00

0,00
-8.849,30
0,00

23.187,30

0,00

-8.849,30
0,00

2.020,00

0,00
-114.418,22

286.093,83 -

223.128,13

150.517,17

93.513,8323.187,30
-55.087,04
129.614,30
-54.999,35
0,00
0,00
0,00
-4.331,83

2.020,00

-539.913,88

98.399.574,82 -

69.230.326,77 -

175.505.703,07

175.505.703,07

172.986.200,20

75.841.482,18

EUR

111.028,06

-1.280,28

0,00

-52.744,44

-57.003,34

10.160,78

0,00

-10.160,78

0,00

505.516,15

381.974,72

99.664.220,89
29.169.248,05
123.541,43
99.544.597,21
99.664.220,89
-189.496,08
2)
73.441.602,99
75.841.482,18 -350.417,80
2)

EUR

Appreciation
Accumulated
Book value
Book value
Depreciation
current period
as of Dec.Depreciation
31,2013 current period
Accumulated Depreciation
Book valueas of Jan. 01,2014
Book value
Depreciation Appreciation
as of Jan. 01,2015 as of Dec. 31,2014 current period
EURAppreciation
EUR
EUR
EUR
EUR

II. SHARES AND OTHER

a) Securities

in EUR

DEVELOPMENT OF FIXED ASSETS

2)

2)

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR 2016
General provisions
The annual financial statements of VakifBank International AG have been prepared in accordance with the principles of proper accounting
and the general standard to provide a true and fair view of the Company's assets, financial and earnings performance. The accounting, valuation
and presentation of the individual items in the annual financial statements have been made in accordance with the provisions of the Austrian
Commercial Code and the Austrian Banking Act, as amended.
Accounting and valuation policies
The structure of the balance sheet and the profit and loss account complies with appendix 2 to section 43 of the BWG. Individual items that
are not included in the financial year or in the previous year are not shown. In the preparation of the annual financial statements, the principle
of completeness was adhered to and the continuation of the company was assumed. The principle of the individual valuation was applied
when assessing the individual assets and liabilities.
The principle of prudence was exercised with regard to the specific features of the banking business, as only the profits realised on the balance
sheet date were reported and all recognisable risks and impending losses were taken into account.
In compliance with section 58(1) of the BWG, foreign currency amounts are assessed at the listed foreign currency exchange rates and currency
holdings at the listed currency exchange rate as of the balance sheet date, 31 December 2016.
The recognition of securities not classified as fixed assets was carried out at the cost of acquisition or lower exchange rates following the strict
principle of lower of cost or market value. For the valuation of securities held as fixed assets, the accounting options pursuant to section
56(2)(2) of the BWG and section 56(3) of the BWG are used; otherwise, the lower-value principle is applied.
Tangible and intangible assets are measured at acquisition cost less scheduled straight-line depreciation.
An itemised list of the fixed assets and changes in these assets in the reporting year is included in the assets analysis (Appendix 3/1).
INTANGIBLE AND TANGIBLE FIXED ASSETS

YEARS

Rights and Licences

10

Investments in premises

10

Furniture and fixture

4-10

Office machines and IT equipment

4

Vehicles

5

Low-value assets (section 13 of the ESTG) in the amount of EUR 11,000 (previous year (PY) EUR 4,000) were depreciated fully in the year of
acquisition and are shown in the columns for Additions, Disposals and Depreciation in the financial year.
The provision for severance obligations was determined in accordance with the principles of financial mathematics (based on expert opinions
KFS/RL 2 issued by the Department of Enterprise Law and Auditing, and on AFRAC opinion 27) on the basis of a pension age of 60 (women)
and 65 (men) and an interest rate of 3% (PY: 2.5%). The 7-year average interest rate for a 15-year remaining term as of 30 November 2016 was
applied in accordance with the German provisions of the legal regulations pursuant to section 253(2) of the HGB and an additional 10%
deduction was included because of the falling interest rate. In accordance with the prudence principle, the other provisions take into account
all risks recognisable at the time the balance sheet was created, as well as the amount or the reason for uncertain liabilities, with the amounts
that were necessary according to the Company's assessment.
Name and registered office of the parent company
VakifBank International AG is included in the consolidated financial statements of Türkiye Vakiflar Bankasi T.AO., Sultan Selim Mahallesi, Eski
Büyükdere Caddesi No: 59, lR-34415 Kagithane/Istanbul/Türkiye. The consolidated financial statements are available at the registered office
of the parent company.
Share capital
The share capital is EUR 66 million, which is divided into 66 million shares at a nominal value of EUR 1 each. The shareholders are Türkiye
Vakiflar Bankas1 T.AO., Sultan Selim Mahallesi, Eski Büyükdere Caddesi No: 59, lR-34415 Kagithane/Istanbul/Türkiye with 59.40 million shares
and Türkiye Vakiflar Bankas1 T.AO. Memur ve Hizmetlileri Emekli ve Saghk Yardim Sandigi Vakf1, Tunus Caddesi No: 67 Kat: 4 06680
Kavakhdere/Ankara/Türkiye with 6.60 million shares.

NOTES TO THE BALANCE SHEET AND THE PROFIT AND LOSS ACCOUNT
Classification by maturity (section 64(1)(4) of the BWG)
The receivables that are not payable on demand included amounts with the following maturity (remaining term):

Assets

Up to 3 months
3 months up to 1 year
1 year up to 5 years
More than 5 years
Total

Financial Institutions
31.12.2016
2015
in €
in T€
93.114.519
38.446
62.491.000
30.266
0
0
0
0
155.605.619
68.712

Other
31.12.2016
2015
in €
in T€
54.353.347
35.115
71.983.926
201.179
356.334.993
411.423
501.266
11.764
483.173.532
659.481

The total amount of the assets denominated in other currencies is EUR 119.6 million (PY EUR 85.49 million)
The receivables that are not payable on demand included amounts with the following maturity (remaining term):

Liabilities

Up to 3 months
3 months up to 1 year
1 year up to 5 years
More than 5 years
Total

Financial Institutions
31.12.2016
2015
in €
in T€
24.024.855
1.000
2.750.000
250
0
0
0
0
26.774.855
1.250

Other
31.12.2016
in €
90.419.509
267.832.943
278.576.007
5.807.804
642.636.263

2015
in T€
117.915
295.894
274.464
6.969
695.242

The total amount of liabilities denominated in other currencies is EUR 27.9 million (PY EUR 7.46 million)
DEBT INSTRUMENTS ISSUED BY PUBLIC AUTHORITIES, BONDS AND OTHER FIXED-INTEREST SECURITIES AND SHARES
Debt instruments issued by public authorities amount to EUR 99.42 million, a reduction of EUR 0.12 million relative to the previous year. Bonds
and other fixed-interest securities rose by EUR 60.8 million, from EUR 81.47 million to EUR 142.27 million.
Of the bonds, EUR 18.8 million are due in 2017 (PY EUR 8.7 million).
As of the balance sheet date, the available bonds (including debt instruments) with acquisition costs of EUR 234.8 million (PY EUR 173.85
million) were valued as investment assets in accordance with section 56(1) of the BWG.
For bonds (including debt instruments), which are assessed as financial assets and for which acquisition costs are higher than the repayment
amount, the difference
is depreciated on a time-apportioned basis pursuant to section 56(2) of the BWG. In 2016, the depreciation amounted to EUR 601 thousand
(PY: EUR 540 thousand). The difference to be distributed over the remaining term is EUR 3,023 thousand (PY EUR 2,870 thousand).
For bonds (including debt instruments), which are assessed as financial assets and for which acquisition costs are higher than the repayment
amount, the difference to be distributed over the remaining term is
recorded as income in accordance with section 56(3) of the BWG. In 2016, the appreciation amounted to EUR 294 thousand (PY EUR 270
thousand). The difference to be distributed over the remaining term is EUR 1,996 thousand (PY EUR 1,273 thousand).
The securities listed under bonds and other fixed-interest securities are all quoted in the stock exchanges. In accordance with section 56(4)
of the BWG, bonds (including debt instruments) that are not accounted for as fixed assets show a difference of EUR 54 thousand (PYr: EUR 48
thousand) between the acquisition costs and the higher market value on the balance sheet date.
Securities are not held in the trading book.
The classification pursuant to section 64(1)11 of the BWG was made in compliance with resolutions passed by the Management Board, according
to which, in keeping with the business strategy, securities held as current assets are reserved for the liquidity reserve but securities held as
fixed assets are retained for long-term investment.

NOTES TO FINANCIAL INSTRUMENTS IN ACCORDANCE WITH SECTION 237A/1/1 UGB:

Financial instruments classified as financial assets that are reported at fair value can be broken down as follows:

in TEUR

Debt instruments issued by public bodies

Book value

Book value

undisclosed

31.12.2016

undisclosed
liabilities

31.12.2015

liabilities

54.528

-1.414

22.537

-968

Hidden losses on the bonds can be attributed exclusively to market price-induced fluctuations. No lasting deterioration in the creditworthiness
of the issuers could be established.
Information on shareholdings and the relationship with affiliated companies (section 45 of the BWG)
The receivables from affiliated companies included in assets 2 to 5 amount to EUR 95.85 million (PY EUR 48.11 million) and are not fully
securitised. Claims against our parent company, T.Vakiflar Bankasi T.AO., amount to EUR 65.94 million (PY EUR 24.05 million), of which EUR
15.29 million is in foreign currency (PY EUR 9.07 million). These refer primarily to short-term receivables listed under items due from banks,
as well as to business account balances and securities. A loan was issued to Vakif Finans Factoring Hizmetleri AS. in the amount of EUR 5.91
million (PY EUR 0.06 million) and to Vakif Finansal Kiralama AS. in the amount of EUR 24.00 million (PY EUR 24.00 million).
Liabilities to our parent company total EUR 23.49 million (PY EUR 27.07 million), of which EUR 7.35 million is in foreign currency (PY EUR 0.58
million). These consist entirely of deposits and clearing balances. In addition, our parent company provides various individual guarantees and
guarantees for our customer loans and forfaiting.
The investments reported in the balance sheet refer to the shares in S.W.I.F.T. SCRL, Belgium, as well as to the deposit protection schemes of
Banken und Bankiersgesellschaft GmbH.
Information on other assets
The item 'Other assets' has a balance sheet value of EUR 13.31 million (PY EUR 17.92 million). This figure includes accrued interest on bonds,
purchases of receivables (forfaiting) and loans of EUR 9.34 million (PY EUR 11.44 million).
Deferred taxes
Deferred tax assets amount to EUR 43 thousand and are recorded under the item ‘Active deferred tax assets’, in accordance with section 198(9)
of the UGB. The previous year's deferred tax assets totalled EUR 257 thousand, which were not capitalised. The deferred tax assets result from
the temporary differences in the treatment of the severance provision and the provision for IT expenses under company and tax law. A corporate
tax rate of 25% was applied.
Information on other liabilities
The item 'Other assets' has a balance sheet value of EUR 8.35 million (PY EUR 8.21 million). This includes deferred interest of EUR 2.25 million
(PY EUR 2.71 million), capital gains tax liabilities of EUR 2.4 million (PY EUR 4.1 million) and liabilities from 'unrealised exchange losses on
forward contracts' in the amount of EUR 2.8 million (PY EUR 344 thousand).
Provisions
Changes in other provisions during the reporting period were as follows:

As of

Utilisation

Reversal

Allocation As of

01.01.2016
€

31.12.2016
€

€

€

€

Holiday provisions

161.706,70

29.298,01

0.00

118.998,09

251.406,78

Legal, auditing and consulting expenses

303.295,94

286.470,52

16.825,42

88.400,00

88.400,00

Computer

837.507,71

624.213,08

0,00

0,00

213.294,63

39.860,75

39.121,50

739,25

161.427,43

161.427,43

1.342.371,10

979,103.11

17,564.67

368.825,52

714.528,84

Various accounts

OWN CAPITAL

Subscribed capital
Capital reserve
a) Uncommitted retained earnings
Statutory reserve
Other reserves
Liability reserve in accordance with section 57 (5) of the BWG

EUR 66 million (PY EUR 66 million)
EUR 4 million (PY EUR 4 million)
EUR 4.6 million (PY EUR 4.2 million)
EUR 43.6 million (PY EUR 41.4 million)
EUR 8.3 million (PY EUR 8.3 million)

Eligible own funds as per part 2 of Regulation (EU) No 575/2013, total EUR 126,080,347.01
BELOW-THE-LINE ITEMS
The below-the-line items include guarantees totalling EUR 0.426 million (PY EUR 2.14 million). Unused lines of credit amount to EUR 9.20
million (PY EUR 8.71 million).
The credit institution has pledged securities with a book value of approximately EUR27.3 million to secure its repo and tender obligations.
VALUE ADJUSTMENTS ON ACCOUNTS RECEIVABLE
The balance of value adjustments to receivables and contingent liabilities had a positive effect of EUR 304 thousand.

BANK AUDIT EXPENSES
Expenses for our bank auditor, Deloitte (and its Austrian network companies), amounted to EUR 207 thousand (PY EUR 225 thousand) in 2016,
including allocation to provisions, and can be broken down as follows:

Year end udit services
Other confirming services
Tax advisory services
Other services

2016 TEUR

2015 TEUR

109
34
23
41

117
34
23
51

OTHER DISCLOSURES
Obligations arising from the use of tangible assets not disclosed in the balance sheet amount to approximately kEUR 432 (PY kEUR 437)
for the following financial year. The total amount of commitments for the following five years is around EUR 2.1 million (PY EUR 2.1 million).
In addition, there is still an obligation for the membership in the deposit insurance company Banken und Bankiers GmbH for deposit
protection required by section 93 of the BWG. In 2016, the contribution payment for the deposit protection scheme resulted in a charge
for a contribution to the Deposit Protection Fund (EiSij i.Hv. EUR 702 thousand (PY EUR 327 thousand), which was recorded as part of other
operating expenses.
The leasing expenses for motor vehicles are approximately EUR 30 thousand for the following year (PY EUR 18 thousand) and for the following
five years EUR 84 thousand (PY EUR 54 thousand).Expenses for taxes on income and earnings amounted to EUR 196 thousand (PY EUR 134
thousand).
The sum of the forward transactions that had not yet been settled at the balance sheet date, FX swaps, is EUR 94.79
million (PY EUR 61.66 million), and the fair value is EUR -2.6 million (PY EUR -344 thousand). This value is included in other assets (EUR
and other liabilities (EUR 2.8 million).
The disclosure, required under Art. 431 of the CRR et seqq. is available on our homepage (www.vakifbank.at).
The item 'Expenses for severance payments and contributions to company pension funds' includes severance
payments in the amount of EUR 70 thousand and benefits to the occupational pension fund of EUR 32 thousand (PY: EUR 43 thousand).
Expenses for severance payments to board members and senior executives were recorded as EUR 48 thousand in the financial year.

The Management Board will propose to the Annual General Meeting that the balance sheet profit of EUR 7.17 million be included in
the profit reserve.
The return on total assets in accordance with section 64(1)(19) of the BWG is 0.76 %.
VakifBank AG maintains a branch office in Germany with the following key figures:
Name:
Net interest income:
Operating income
Number of employees:
Annual pre-tax result:
Taxes on income:
Public aid received

Branch Frankfurt am Main (DE)
EUR 1.5 million
EUR 2.1 million
18
EUR-363 thousand
EUR 64 thousand
EUR 0

Vakifbank AG generated interest income from lending transactions in the amount of EUR 18.1 million from its business on the
Turkish market and EUR 3.8 million from securities transactions.
There were no special events after the balance sheet date.
INFORMATION ON EXECUTIVE BODIES AND EMPLOYEES
The average number of employees in 2016 was 56 (PY 43).
The Executive Board Members in 2016:
Ömer Kiziltas , Chairman since March 17, 2016
Ugur Yesil , Member
Kenneth Born, Member since July 01.2016
Mehmet Özgür Sakizlioglu , Chairman till March 17,2016
The Supervisory Board Members in 2016:
Ramazan Gündüz , Chairman
Öztürk Oran , Deputy Chairman
Suayyip Ilbilgi , Member
Osman Demren , Member
Mikail Hidir , Member
Mustafa Turan , Member since May 13, 2016
Ahmet Yildiz , Member since May 13,2016
Tahsin Oral , Member till May 13, 2016
Ayse Füsun Özcan , Member till May 13, 2016

Earnings for members of the Management Board and the Supervisory Board in the financial year:

2016 TEUR
Execu�ve Board
Supervisory Board

2015 TEUR

472

457

98

100

Vienna, June 28, 2017
VakifBank International AG

M. Seckin ONÜR
CEO

Selcuk GÖZÜAK
CFO

Kenneth BORN
CRO

