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SUMMARY AND RECOMMENDAT!O!E
SINAI YATIRIM VE KREDI] BANK.ASLA. 0,
. Borrower: The Government of the Repubire of Tarkey (CLEY,

2. Amount: $9,000,000 (Niae Million Doilara)

3. Loan Terms: The GORT will repay unconditioually {a U.S. dollars
over 40 years, Including a 10-year grace period, the amount disbursed in
U.S. dollars, with interest on the outstanding amourt of the loan of 2% per
2onum during the grace period and 3% Per annum thereaftar, The GORT
will reloan the loan funds in dollars to Sinai Yatrim ve Kredi Bankasi
(SYKB). The terms of this reloan are discussed in Paragraph 5 below.

4. Description of Project: The loarn will enable SYKB to make subloans

in U.S. dollars to private Turkish ent!iies for investment projects in in-
dustrial partor | Sabloans in excegs of $250, 000 will he approved by AL L
Tbe subloana sball be used for procuremont cf materiale and servircn irom
the U.S. and from Code 941 countries. Loan funds mAay also be uced to
finance tho services of U.S. and Code 941 country consultants rclated to the
operations of SYKB and of sub-borrowers. Ttpa sublnane shall be medium
or long.term with a repayment schedule of not less than three years nor
more than ten years, In no event shall any repayment of any part of any
subloan be due later than fifteen (15) years from the date of the first dis-
bursement under the loan,

5. Terms of Reloan: SYKB shall repay the principal to the GORT |,
amounts due from, or Prepaid by, the sub-borrowers on dates of maturity
of installments of each individual subloan. SYKB shall pay interes: to the
GORT semi-annually at a rate yet to be determined in negotiations between
the two; it is anticivated that the rate will be 64%, the lavel applicabie to
Loan H.087, with consideration to be given to lowering the reloan intereat
rate to SYKB for subloans made in specitied "underdeveloped" arens of
Turkey, as detined in the Turkish Third Five-year Plan (TFYF), All ye.
loan terms will require approval of A.1.D., as will any amendments.

Subloan borrowers will bear the risk of exchange rate fluctuation. Al
ropayments of principal and Payments of interest will b¢ made in Turkish
lira, or such other currency as is legal tender in Tarkey at the time such
repayments or payments are due, The amount of these payments and re
payments shall be stated in U.8, dollars and be paid in the amount of
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SYKB/TURKEY i

currency of Turkey equivalent to the U.S. dollar amuunt cornputad un
the basis of the official rite of exchange (at which dollars are sold for
Turkish currency) prevailing on the date on which the payments or re-
payments fall due. Subloan borrowers shall be responsible for the full
amount of Turkish currency due until such repayments or paymente zre
actually paid to the GORT by SYKB,

6. Purpose of Project: This project is designed to: (a) further assist
SYKB in becoming a full development bank, (b) motivate SYKB to place
greater emphasis on developing and assisting projects in the less developed
areas of Turkey, and (c) assist private industry in Turkey to achieve
further expansion commensurate with the goals of the TFYP. In connection
with (c), it {s acticipated that aiding private industry will promote the mors
rational allocation of resources by increasing the use of the price system
and other mirket mechanisms for determining those »'locations, and th-t
channelling the funds through one of Turkey's developmeat banks will en-
hance the prospects for more productive investments with funds made
available from the loan.

7. Background of Project: SYKB was established in 1963 by flve Turkish
coinmercial banks for the purpose of providing medium and long-term
loans in Turkish lira to private sector industries. During its first five
years, SYKB limited its activities to the extension of working capital leans.
In 1967, the bank decided to expand its activities to include investment
capital loans and to obtain foreign exchange resources to finance a wider
range of capital equipment and services for its borrawers. Accordingly,

& request was made to A. L. D, for a dollar loan to the bank (A.I. D, had
oreviously loaned SYKB over $8 miltionl/ equivalent in Turkish lira funds).
The result was Loun 277-H-087 for $5 million to SYKB, to be reloaned to
Turkish private industry to purchase goods and services in the U.S, Since
that time, SYKB's investment capital lending program has steadily in-
creased. After a slow start, the disbursement of Loan H.087 proceeded
quite expeditiously| it was fully committed by the end of the first quarter
of 1973. During tne period of implementation of Loan H-087, SYKB has
Incrensed {te overall competence and expanded its perceplion of its role .»
a full service development bank in the coatext of Turkey's present stape of
devolopment. SYKB has recently bacome a Cooparating Financing Fzefligy

1/ Computed at TL 14 = $1 currently in effect.
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SYKB/TURKEY i

of the U, 5. Export-lmport Bank and has gained theraby a $4. 4 mil) oo
line of credit for use by its customnrs.

B. Ex-Im Bank Interest: On May 3, 1973, Ex-Im Bank advised A.1. D,
that it had no interest in increasing the amount of its participation in
SYKB financing, and has no objection to this proposed A.l, D, loan,

9. Mission Views: The Mission fully endorses the proposed loan.

10. Statutory Criteria: Satisfled--see Annex XIII,

11. lssues: None

12. Recommendations: That a loan not to exceed Nine Million Dollars

($9, 000, 000) be made to the Government of Turkey, such funds to he 1,72
available by a reloan to Sinai Yatirim ve Kredi Bankasi (SYKB), a Turkich
Corporation, for use by SYKB for medium-term and long-term subloans te
Turkish private industry for investment and investment.related purposes.
This loan to be subject to the following terms and conditions:

I. Terms of Repayment and Interast:

(a) SYKB shall pay to the Government of Turkey in the currency
of Turkey:

(i) Principal amounts, equal in the aggregate to the
principal amount of this loan, within fifteen (13) years from the date
of the first disbursement under the loan; and

(i1) Interest at the rate not to exceed six and one-half

percent (6}%) per annum on outatanding principal amounts payahle
under this loan to the Government, computed on disbursed funds.

(b) The Government of Turkey shall pay to A.I.D. in United
States Dollars:

it) The disbursed amount of the loan within forty (i}

ycare from the Jdate of the first disbursement under the loan, in -
cluding a grace period of not to exceed ten (10) years; and
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(11) Interest at the rete of twe percent 2%) per
aonum on the disbursed talance of the 10an for the ten (10) years
following the date of first disburseniont and threes percent (3%)
per aonum on the outstanding balance thereafier.

2. Otber Terma »nd Conditiony:

(a) Equipment, materiale and services financed under the
loan shall be procured from the United States and Code 941
countries,

(b) Submisaion of a reloan agreement betweea the Govern-
ment of the Republic of Turkey and SYKB, acceptable to A,I. L.

{c) Such other terms and conditions as A.1.D, may deemn

advisable.
Loan Committee: AID/W ‘ USAID/TUKKEY
Loan Officers Jon R, Buughmlan‘
Zachary M, Hihn
Economistse Charles K. Maun
Desk

Counsel
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TTRODHCTICY
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The Goverameat of Turkey has requested a loan of $9, 000, 000 from
A.L D, for relending by Sinal Yatirim ve Kredi Bankasi, A.O. (SYKB)
to Turkish private antarprise for industrial projects. This Capital
Asslatance Paper apprafses SYKB In connection with thas request and
focuses on related devolopments in the Bank and the Turkish economy
since the previous A.I. D, Loan 277-H-087 to SYKB was authorized in
June 1968.

SYKB was eatablished in 1963. It {s one of two private industrial banks
in Turkey. A.lL.D. previously has made four Turkish lira loans ($8. ]
million equivalent at the currant exchange rate) and a $5.0 million
foreign exchange loan (A.1,D, Loan 277-H-087) to SYKB,

A, Background of Present SYKB Application

SYKB was founded in 1963 by six Turkish commercial banks to
help meet the rapidly growing demand for medium and long-term funds
for {ndustrial investment (see Section B, Description of SYKB, below).
In 1964, A.L.D, made ita first loan to SYKB, TL 60 millioa from couuter -
part funds to be used in making working capital loans. In late 1967,
A.I.D. made two further counterpart loans to SYKB in the amounts of
TL 15,000,000 and TL 2,901,901, and arranged for an eventual trans-
for to SYKB from TUrkiye Sinai Kalkinma Bankasi (TSKB) of over TL
35,000,000 from the "Industrial Exports Working Capital Fund' that had
been originally established with TSKB out of counterpart funds. TSKB
will transfer theac funds to SYKB as they become available from repay-
ments on loans TSKB has made from the Fund.

Theso infusione of money into SYKB were in the form of loans bearinp
either 4.5 or 5.0% interest. ln 1969, the amount of principal sutstan '
ing on all of these loans was converted into two ''quasi-equity” loans,
one of TL 54,000,000 and the other of TL 47, 141,353.-a totul of TL
101,141,353. Repayment of principal was spread over 15 and 25 years
respectively and a ten-year grace period was granted; repayment of
these loans was subordinated to all other debts of the Bank, This ar-
rangement was designed to help the Bank improve its debt/equity ratic
and quality it for an A. I, D. dollar loan.
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Negotiatiuns fuir SYKB s first foreign exchange loan were begun with
A.LD. in1968. This loan (2. 1.D. Loan 277-5 087) was authorized
by A.LD. ir. Juue 1968 in :he amount of $-.0 miilion. The Loun
Agreement was signed on September 17, 1969, SYKB authorized the
Initial sabloan unde: the Acreement in Noveinbar 1970, The delay
hbelween loan aporoval and the initial implementation of the loan was
attributable to loan-related negotiations and, subscquently, the me-
chanice of implementing an »xrrangement aiticfactory to A, 1. D, far
Improving the debt/equity ratio of the Bank.

These initlal difficulttes were followed by a period of stagnation in
private flxed investment in 1970 and 1971 resulting from mounting
political uarest in the country which culminated in March 1971 in the
introduction of martial law. SYKB's ability to reapand to improved
businese conditions as the political situation atabilized is evidenced
by its increasing rate of utilization of Loan H-087 resources: by the
end of 1970, SYKB had committed only $77, B04; tho end of 1971 saw
$360, 528 committed; and by the end of 1972, SYKB had committed
$3.401.2"77. As of the end of the First Quarter 1973, the $5.0 million

wan fuliy committed. A detailed list of subloans made by
SYKB {rom Loan H.087 is attached as Annex VI. The experience
gaindd under difficult circumstances in placing Loan H 087 resources
and the resurgence of demsand for fixed investmont credits fueled by
Government policiee which make industiatization the top priority of
the Third Plan Period (1972-1977) are the basis for SYKB'g recent
request to A.L.D. for a new loan of $9.0 million

In approving the previous $5.0 million ican to SYKB, A,I. D, 's speci-
fic objectives were to (a) assist in the expansion of a full-range second
development bank for Turkey, and (b) broaden the base for development
loans in the future as the industrial development of Turkey proceeds and
accelerates. SYKB was selected as a logical competitor to the then
existing development bank--TSKB--because SYKB's unique "Founder
Bank arrangement (see Section D. 8 for further deizils) assured it the
continuing availability of Turkish lira. Lack of adequate TL rescurces
has been a chronic problem for TSKB, with the result that this ban',
although rnaintaining adequate sources of foreign exchange for relendvay,
han experienced difficulty in finaneing projects where a high component
#f TL wan necessary.
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In retroapect, relative to a continuing snupply of uvailable 1L, A.l 4.y
decirion tu supposi SYYB 14 ~ necond develc: ™ :nt bank wan & pgeod sae
Not oaly hays the Found: v Banks' arrangemeic: provided the planned seurcea
of TL, Lit in addition SYKB ha aggressivel: puraned alternative sources
of TL tiaancing, parucclarly the rediscounticg irrangerient curreatly in
effect pith the Central Banb of Turkey (aece “ection D. 8 of this paper ‘or a
more detailed description of the rediscounti«i; a 'rangement).

Implicit in the original A, L. D, yoals of assisting in the creation of a full-
fledged second Turcish development bank wer> the following criteria:

(a)  That the Bank’s subloans would give priority to projects
favored by the Turkiah Five-Year Plans, f.e. those having a

high ratio of value added, with favorable halance of payments

influences.

{b) That the Bank would assume a greater role in promoting
new industrial venturss through the appropriate channels of
technical assistance, equity participation and emphasis on ven-
tures in less-developed rogions of Turkey and/or ventures whers
potential duvelopmental gaina are accompanied by greater than
average risks.

(c) That the Bank would "broad-base' itn sonrces of foreign
exchaange thus offering diversified world- widz purchasing
potential to the horrower.

In assessing the performance of SYKB as moasured againat the above
implicit criteria, the Bank has made considerablie progress. Further
progress in reaching the desired ttatus will require additional donor re-
sources on terms and conditions that will enable it to diversify its lend-
ing activities and pursue develoomental objcctives with {cherently greater

risks.
A review of the Hunlt's subloans made from the proceeds of A,1.D.'s

previous $5.0 miliion 1san indicates that the developmental criteria noted
{n item (a) ahove tiave been followed. The majority of loan resources ha-e
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hucw envployed 1o finsawng exvovi-. riented wirduniricy which have
qualified for various LOK L intucerrent inceotivas given to firme whose

arojert e o€ Loph pravrty (s dofined by e GORY) to the Turki: h
ecanaiay,
Nelth: o 7KD nor TSKB Las ni.de slgaificani praprea. in developing/

pros 0. ni projects ja the aon-urban, less-develope i 4 revn of Turkey.
For cxample, about 85 percent of the loans SYKB hua madeduring the
past ton yoars are couceuntreicd in the industrial arecas of Istanbul,
Iemir and Adana (306 Scction 0. 3). The older. more exparienced TSI
has a simnilar, althougl less pionvanced, pattern (see Aanex IX of the
IBRD’'a TSKB appraisal Report i%a-TU dated Deceraber 7, 1972). While
this canventraticu reflocts safe investments ut an acceptable rate of re
turi, itis also a logical response to a number of risk vartables that the
Bauuk fi-cls are beyand it contiol {e. g. the absence of supportive infea.
structuve required for industrial projects in lhic rural regions, the
eritical 3nortage of management skills and tiained workers, and the
distarce from markets) that nreclude at the present time the development
o‘ 'bankable'" profecta on a bruid seale. With the demand for foreign
exchanpe funds excesding the : ipply, SYKB's roanapement prefers to
keep riahe at a winfroun by s ving the areasy it knowns best.

A.LD. tu persuaded that its > .jective of assinting SYKB to become a

tree development bank is not irreconcilable with tha policies of the
Founder Banka which stre3ss «otimal return on investment consistent with
security. We view the propo ¢d loan as a mezns to move the Bank tows rd
a breader developmentai outlooik and we will encourage it, with appropriate
conditionn and covenents, t. follow the lead of TSKB--the principal com-
petitor ot SYKB in this nves --in developing a ""'nevws business" capability,
TSKB, in recent years, rat opened Branch Offices in the key regiona!l
cities of lzmir, Adana and flazig. In addition, they have created a
department to survey other rogions of Turkey for potential projects and
assist local busizessmen to develop detailed proponsals. These initiatives
by TSKB, to a large extint, are the -direct result of foreign donor per-
suasioa, particularly from tav IBRD. While the magnitude of A. I D.
assistance serves as loss an inducement to SYKD than the IBRD loans did
to TSKB, SYKB officia's hav.: reacted favorably tc A 1. D, proposals to
accelera.e lending in less-dareloped areas of Turkey (see Section E. 1).
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Dathe thred aeoedd ot reaclung the atutas o) o ‘el fludged develop

et bopk vl iha of voquiring addltional nrcos of fareign exchange,
EXHEO by recent!s (ecaty =0 GORT permlssinig to obtain A "Cooperative
Finavcwnyg Vacality” WY, line of eredit frou: the U.S. Ecport.-hnport
Bank. Thia CFF tacility niov, ias SYKB with an . ddition:l $4. 4 million
Hne of c-adit. Altnoayi thin provides additional reaources for SYKB, it
still ity sub-borruwern to U.S, source antd origin equipment. In-
formal efforts by SYXB ¢~ ubtain loans from the TBRD ;sud the Europesn
luvestment Bank have bevn unvaccessful. The Lank intends, however, to
pursue contacts with thuee virginizations and to explore other opportuni-
tizs with various European leading institutions in erder to increase the
amount of foreign exchinye f6r riylending and to divereify its sourceu.

B, Deascription of SYKB

1. Official Name: Sinai Yatirim ve Kredl Bankasi, Anonim
Ortakligi, which tranaslates as Indvstrial Investment and
Credit Bank, L.td,

2 Address:

Mafl: Sina{ Yativim ve Kredi Bankasi, A. 0,
Istiklal Caddesi 108/3, Bevoglu
Istanbul, T'URKEY

Cable: YATIRIMBANK/ISTANBUT,

3. History:

SYKB was organized am a privately owrned and aperated
acvelopment bank on March 22, 1963, by tb  Hllowiag five
commercial banks:

Turkiye I3 Bankasi, A.S.

Camanli Bankasi, A.S.

Akbank, TAS .
Tiurkiye Vakiflar Bankasi, T.A.O,
Llirkiye Garanti Bankasi, A.$.
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A LG time o faun T=hon, the o was 3 sixth "“ocondar Pe ke, ™
Tdrkilye Kredi Baukasi, A.S,, but it was liquidated ahortly after SY 5 -

iounaing and 1ts shares in SYKB were sold to the remaining flve Foundevsy. )

Tun Founder Banks recognized that the development of Turkish industry
was aerlously hampered by the lack of longer terin funda to be used for
industrial investment. No cffective capital market had daveloped in the
country to allow {ndustries te finance development from the sale of stocks
and honds. This situation had left most aspliring industrialists no option
but to attempt to flnance development investniconta through a series of
short-term loans. Ag a result, during periods of even relatively mild
econminic downturns (xnd eanecially during the devaluation of 1958), many
indintrien were sevarely pinched. This in tucn et to great fluctuationa
in the growth of Turkish induatrial development. The obvious remedy fcr
this situation was the development of a more effactive longer term capit:l
lending arket in the country. The nature of the problem was generally
rocognized by financial circles in Turkey, and the firat Five-Yeur Plan
stressed the need for its effective solution.

Ag part of the solution to thia problem, the Founder Banks, with en-
couragement from the Governmaent of Turkey, decided to esfablish an
Institution which would provide medium-term loans for working capital

use to private sector industrial companies., As was the case with TSKB,
these loans would be made only after careful investigation of all project
aspects - -including finaacial, engineering and economic (with a particular
view to their developmental effects)--by qualified epecialista., After four
yoars of experience, and after examining the economic situation in Tuarkcy,
in 1967 the Board of Directors decided to expand their operations to in -
clude invastment capital loans as well as working capital loanas. They
also decided that in ordar to broaden the possible sources of capital equip.
ment needed by firms who wished to borrow SYKB money for expansion
they would attempt to gain foreign exchange resonrces to be used in their
investment capital lending program. This was the reason for the approach
to A.LLD, which eventually resulted
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o che catablishineat aud iminlementa.ion ol Loar 8T, e Wit
ciaief motives for this expansion of the Bank's cperatiors was an ex-
oresded destire to give vriority to industries which were export-oriented
and ~ould improve Turkey's balance of payments situation.

Al the Lime of SYKBYy foundiny, its capital was authoriged as TL 40
millson, divided into 4, 000 shares velued at TI. 10,000 each. Fifty per -
cent (1I'f. 20. 0 million) of the share value hao been paid tn, This capital
structure has remained unaltered since the Bank's foundation in 1963,

ls Bankasi ie by far the lnrpent shareholder, with 64, 20% of the sha res;
the next largest holding is 10. 30% by Osmanli Bankasi. Exact details
voncerning the shareholding pattern can be found in Annax I. The Board
of Directors rcflects this pattern and its full listing s found in Annex II.

The . ~owth of SYKB since its start of operations in 1963 has been im-
pressive. Asaets have increased from TL 78 million to TL 821 million
¢t the end of 197¢. By that time, the Bank had approved 756 Turkiah
lira loans totaling TL 1,549 million. 495 of these loans were from the
Bank's own resources and amounted to TL 1,391 iaillion. The remaining
261 of theue loans were from A.l D. -arranged TL reaources, amounting
to abeut TL 158 million. Cumulatively, SYKB has mads about 62% by
valuce of its T loans for working capital lovnr and the remainder for in-
veslroent capital. Since the start of ite investinent capltal leading pro
Bram, however, the percentayes of totals are just about even between
the two categories. Dering 1972, working capital loans accounted for
about 68%. The Bank attributes this relatively low level in its invest-
ment capital lending program during 1972 to the GORT's siower pace in
implementing its inducement measures to industry during the year.

In addition to ite TL lending program, the Bank lent $3, 401,277in A.1,D.
fore'ign exchange funds through the end of 1972. This i3 equivalent to TL

47,617,878.

4. Lega! Basis: Having first been agreed by all of the Founder
Banks, the Articles of Aasociation of SYXB wers ratifisd by decision of
the Council of Ministers, dated January 28, 1963 (Mo. 6/1355), when por-
mission was granted for formation and operation of the Bank, The Articlaes
were publishc + in the Commercial Registry Gazette of Tu rkey on Mar.l. T,
1963, and on Murch 22, 1963, the Constitucnt Meeting of the General
Assembly of Sh: reholders was held, following which the Bank «omiaci.c:}

operations.
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sur . Liinelion ol W XKD was thus completed pursuant to the provisicoa af
the “urkisn Commercial Code. The Bank is administered aceording to
the nrovisinns of the Banking Law for Development and Investinent danks
and the provisions of the Articles of Assoaciation.

The "abjecte” 2100 operaticus of the Bank are set forth in Article b of the
Aiticlas of Aasociation, aud tin translation} read an follows:

"The nbjects of the formaticn of the Bank are 1s follows:

To provide private industry already existing, or to be set
up in Turkey in the future, with medium-term {nvestment
loans and working capital loans:

To encourage the participation of local and foreign capital
in industry to be set up in Turkey Ly the private sector, anii
te asasivt io the crcation and development of a sccurities
market in the country.

The Bank may cngage in the following activities in order
to realize ita purposes:

To conclude short, medium or long-term loar agreements
in Turkey or abroad; to issue all kinds of bonds; to receive
the funds that the Bauk may be entrusted with and to ad-
minister saine; to perform all sorts of operations with the
Central Bank of the Republic of Turkey;

To extend medium-term loans without security or against
guaranty, pledge or mortgage;

To discount or to accept as security notes recelved against
medium-term credits granted to private industrial enter-
prises, already exinting or to be established in the future,
by the sharcholder banks with the prior authorization of
the Bank:

To purchase and sell all sorts of stocks and bonds of in-
dustrial enterprises, set up or to be set up by the private
sector;

gEST AVAI LARLE cOoPY
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"To serve as intcrmedlary in the formatitioe relating to
the iscue of ntocks or bonds by private industrial enter-
prises already culsting or to be set up in the future;

Ir it is deoned necconary, to own real estite; to accept
mortiiged o4 security for ite loans; {0 acguive all kindn
of real astate and property rights,and dispose oy them for
the purponc of colirciing the proceeds cf its laans;

To provide private industry with technical and managerial
assistance;

To perform other banking operations and services re -
lated to its cbjects aud scope;

By disposing of the stocks and bonds purchased, to make
the resources of the Bank rapidly availablefor re-~-utiliza-

tion;

In order tu raalize the above objects, to perferm all kinds
of other operations by resohition of the Banrd of Dirvectors

‘The Bank is not authorized to receive deposits. "

C. SYKB Management

1. Organization Structure: The orpganization chart of SYKB is
found in Annex IIl. The only major change in this structure since the
approval of Loan H-087 is that the Financial Analysis and Economic
Research Department has heen divided into two departments, the Finan-
cial Analysis Department and the Economic Studies and Kesearch Depart-
ment. This organizational structure is, w:*h one cucepiion, typical far
a bank of this kind, and it has proven adequaie for the efficient handling
of the Bank's business. The exceoption in SYKB's organization is that the
Bank has no end-use (i. e. horrower auditing) departiment. The end-us«
function currently iu performed by financial analysts and loan officera
‘and tho Bank does not now feel that its volume of business justifies ths
establishment of a separate end-use department, although it does realize
that it loses something in objectivity with the present system. The Bank
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saye thai it is prepared 1o establish an end-usc departracat when it cecs
that ths present system {n no longer adequate.

2. Directors: The lirectors of the Pank consist of one menher
of th - manrgement ct each of the Founder Ban'rs plus the General Manager
of SYXB The Board Chairman tnvariably is the representative from Iy
Bankasl, the majority stockholder. The current Board Chalrman, Mr,
Ferid Bauv:maci, General Manager {(and a Dircctor) of Iy HYankasi, hao been
Chairman of SYIXB's Board since 1966 and is concurrently Chairman of
TSKB's Prard. A lint of the present Board is aiven in Annex II, with a
short bicrraphical note for each Director.

3. Management: The General Manager of the Bank, Mr. Vecdi
Unay. has held his post since the foundation of the Bank. He is a graduate
of the School of Political Sciencs (in Finance and Economics) of the Uni-
versity of Ankara. Mr, Unay was the Assistant General Manager of the
Agricultural Bank of the Republic of Turkey at the time of his retiroment
in 1960. At that time, he wax appointed as Sccretary General of the Turkish
Banks' Association, which post he held until the foundation of SYKB,

The Asrintant General Manager, Mr. Akil Kitapci, age 54, is also a gradu-
ate of Ankara Yniversity‘s School of Political Sciences and & former
Manayer of the Ajricultural Bank. He began his career auy an Inspector at
the Agricultural Bank and was General Manager of that Bank in 1968 when
he left the Government service to join SYKB. In the interim, he served as
Assistant Ganeral Manageyr of the Pension Fund Office of the Turkish Re-
public and later hald that same post in the Agricultural Bank before be-
coming its General Manager.

4. Staff: Some of the principal members of the professional staff
are the following:

The Menager of the Lioan Department is Mr. Faruk Ertekin, who i{s 60 years
old and a graduate of the Academy of Economics and Commerce in Istanbul.
Like Mr. Kitapci, Mr. Ertekin began his career as an Inspector in the
Anricultural Bank. Ho held various imoortant posts in neveral financizl,
commercial and industrial institutions and retired trom the Agricuitural
Bank au Head of tho Inspectors’ Committee to join SYXDB i{n 1963, the ycur
of its foundation.
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The Aogsistaat Manager of the L.oan Department, Mr. Doyan Yalirn, alse
served with the Agricultural Hank and was Cencial Manager of the Fouria
tion o1 Ag¢riculturai Credit Coopuratives in Turk y. Age 42, Mr. Yalimn
iv a - raduate of the School of Political Sclenc: at the Univeraity of Ankara.
He jointed SYKB {n 1770,

The Manager of the Finuncial Analysin Depaciment is Mr. Emin Kuyuracu,
Mr. Kuyumecen is 51 yearo of age and a graduate of the S.hool of Foliticaol
Scienze of the Univareity of Antara, He joined SYKB in 1963, after hold-
ing variocus posts {n the Revenue Department, the last being Chief Revenue
Acent.

The Economic Studiea and Research Department's Manager is Mr. Yasar
Findikecioglu, 2ge 41, and a graduate of the School of Poiitical Science of
Ankara University. Ha holds an Advanced Studies Diploma from the School
of Law and Economnic Science at Ankara University and the Certificate of
tho Eccnomie Devclopment institute of the University of Paria. Mr.
Findikcioglu served as an economic specialist at the State Planning Organi-
zation in Ankara before joining SYKB in 1967.

Lhe Msnager of the Accounting Department, !Mr. Irfan Atepok, is a graduzte
of the Academy of Economic and Commercial Sciences in Istanbul. He bogin
his carecr as an Inanector in Iy Bankasi, leaving as the Chief Accountaut cf
the Yenicami Branch in 1963 to join SYKB, Mr. Ategpok is 44 years old

The Manager of the Control and Personnel Department is Mr. E£min Eroglu,

age 62, who joined SYKB in 1964. Mr. Eroflu began his career at an
Inspector at the Agricultural Bank after graduating from the Academy of

Economics and Commaerce in Istanbul. He served in important posis in
various banks, his last post before joining SYKB being that of Manager of
the Beyacrit Branch Offics of Vakiflar Bankasi.

The Manager of the Engineering Department is Mr. Hasnan Erdener, a
graduate of the School of Mechanical Engineering, University of Dresden,
Mr. Erdener, age 57, serv-'as Manager of Simerbank's Erzincan Spin-
ning Miil and Head of the Planning Office of that Bank's Bakirkoy Cloth

Mill befure joining SYKB in 1963,
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The Acting Legal Coungel in Mr., Halim Maro, uge 38. After gradvaiica
from the Law School of tt.e Unive veity of lstanhul, he served as Counsel
for Sanayi Bankas! bofore joinirng SYKB {a 1964.

Expettence during the Implementatios of Loan H-087 hao established that
the SYKE staff {s professionally competent and experienced. Additionally,
their experience with Loan H-087 has glven them a thorough familiarity
with A,I.D. orocedures and requirements. It {s accordingly anticipated
that they will he able to implement the propnsed loan {n a professional and
efficient manner and that, consequently, the anount of project monitoring
required hy USAID will be haid to a minimuin.

D. $YKB Operations

1. Policy Stitewmentn: In order to purrue the oblactives of the
Bank, as stated in Article 4 of the Articles of Asacciation (see Section
B.4), SYKB has established 3 series of policy statements concerning the
nature of its banking businoss.

First, siuce one of its objectives is to aid private industry, SYKB will ex-
tend loans only to entities engaged in industrial pursuits which are more
thar. 50% beneficially owned and controlled by private intereats. Although
moot of SYKit's loans are madec to manufacturing entities, the Bank will
consider vaius to any entity vrhich meets its private-ownership require-
ment and is engaged in an industry which the Bank considers meets its

economic criteria.

As n matter of principle, the Bank will not consider loans for an amount
less than TL 300, 000 for working capital and TL 500,000 for investment
capital, belie-'ug that lesser sums indicate entitiese which are more at the
"artivan' lev. ihan the true “industrial’ level.

Ae n metior of general policy, SYKB makes loans to industries which use
the procueds for the following purposes:

a. Those which are consistent with and supnort the aims of the
current Five-Year Plan of the GORT,

b. Those which produce items or services which are, or are
likely to be, competitively exported or competitively substituted
for imports or are non-luxury goods or services required by the
Turkish market.

BEST AVAILABLE COPY



SYKB/TURKEY - 13 -

T tne extent possible, priority is given to project: aiuch cetioutiine
~abeseace to the following production goals:

A, Reduace unit cours aad prices while maintiining quality:

h. Improve subsfa.lioly the quality of prodncts, including
standardizatinn;

<. Inereaso the rote of utilization or efficiency of the exis‘iag
production capacity;

A, Huve a high ratio of ""valne added"” to investment:

e. Contribute importantly to the economic strength ot the
rcuntiy in relation to the amount of capital involved.

‘n an.tyzing loan applications, in addition to matching propoy.ie 50 ).
wbove criteria, the Baok attempts to insure that {t will ot be supporian,
an industry which will cavnire the creation of ¢xveas capacity In any pectos
In anialyzing propocals in regard to their export coinpetitivencsn (or thei-
import aubstitution capability), the Bank cousiders Turkey’s geel oof joinang
tre EREC ~: o il member in less than 25 years,

In addition to the above gencral criteria, the Bank hus covamitted itseli i
attempt to meet other, more specialized, c:riteria in regard to lcans ma-le
withh A.LL D, TL couaterpart funda. For instance, for working capital ioous
made with A.I.D. TL funds, the Bank has signed an 2greement with the
Ministry of Finance to give priority to loans made to applicants operating
outzids the Iatanbul 2rea, and to those which help establish or preserve
domestic competitive conditions. They have also committed themselves

to give priority to applicants producing agricultural implements or in the
agricultural processing sector, to applicanta manufacturing metal products
(particularly those useful in the agricultural sector), and to applicants in
the basic chemical indusgtrieas. For investment capital loans made from

A LLD. TL funds, the Bank has pledged itself to pive speciai attention te
the export or import substitution posasibilities of an applicant’s project.

For the A. L. D, doellar resources available (rom lL.oan H-087, SYKB li~¢
made no undertaking to place the loans in any particular sector or geo
asraphical srea or to attempt to serve any particular goals with its lending
beyond those which are otherwise the general criteria of the Bank. They
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“ave agreed upon netween theniselves and A. 2. i), {ulacheu o8 Apsiia .y,
but this liet is rather broad and general.

The Baank also has the followiny policies to be applied to equity participa-~
tiona in meeting its objective of assisting the "creation and development of
2 security market in the country: '

a. To help form or increase the capital of inadequately capital-
ized private industrial enterprises;

b. To assist the creation and development of a capital market
by sclling the shares in hand when possible;

¢. Not own, in any manner whatsoever, more than 28% of the
subscribed capital of » company.

¢. Loan Procedures: Loan applications are made on formns pro-
vided by the Bank. Technlcally, applications can be filed either divectiy
with SYKB or through any hranch of the Founder Banks. Practically, al-
moet all loan applications are filed directly with SYKB,

a. Study of Loan Applications: The Financial Analysis De-
partment is responaihle for passing on the busineas reputation o
the applicant and his proposed plan of implementation of the project.
including the proposed financial plan. The Fconomic Stadiee and
Remearch Department then reviews the economic aspects of the
application, primarily with a view as to how well they mcet SYXR-
criterla for lending. In making thiv judgment, of course, they are
passing on the occonomic viability of the project, as well as on its
potential value to the Turkish econecmy. The Eagineering Depart-
meat makes the technical appraisal of the application, evaluating
the locatlion, capacity, production techniques, productivity and cost
of investment.

b. Appralsal of the Loan: Although technical, economic and
financial analyses of working capital loans are done by the memhars
of the three sections independently, anzlysis of the investment loxn
applications is made by a working group consisting of aa Engincer,
an Econcmist, and a Financial Analyst.
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In all loan applications for either working capital or investment
in fixed essets, the location of the firms are invariably inspected
by the specialists of the Bank.

¢. Approval of the Loan: The reports produzed following a
study of the loan application and appraisal of the project are sub-
mittea to the Loun Committee. This Committee (which consists of
the Assistant ueneral Manager, the Manager of the Financial Analy-
sis and Economic Research Department, the Manager of the loan
Departument, an Econcmist, Technical Advisor und an Civil Engineer)
studies the reports of professional staff about the loan upplication
and submits its findings to the General Manager. The General
Manager then presents his recommendations to the Board of Directors.
The Board make: the final decision.

d. Loszn Terms: Terms for working capital loars go up to five
years, but none is made for a period of less than two years. Working
capital loans normally have no grace period and are loaned at a basic
rate of 12% per annum. Investment capital loans can extend up to a
maximum of ten years, including various grace periods up to three years.
These are made at a basic interest rate of 12% if the TL funds are from
the the Benk's own sources (i.e. non-A.I.D. TL sources) or at 8% if
they are from A.I.D. TL counterpart funds. Investment capital
loans made with A.I.D. dollar funds from Loan H-~087 are made at
9% interest.

Interest rates for SYKB loans are set in uccordance with Government
policy. Current Government policy is designed to encourage private
fixed investment through subsidized interest rates on lira loans.
An interest rebate mechanism has been implemented which lowers

the elfective interest rate on lira loans to 6%. To this are added
the normal tax on interest payments and oilier bank charges.

The interest rebate incentive, however, does not apply to foreign
exchange loans. Previously SYKB has been lending A.I.D. funds

from Loan H-087 at 9% while the other development bank, TSKB,

has lent foreign exchange from all sources (I1BRD, EIB, Germany, and
A.I.D.) at 12%. We have discussed with SYKB and the Finance Ministry
the possibility of increasing the interest rate from 9% to 12% on
A.I.D. funds lent by SYKB.

SYKB took the position that an increase in its lending rate on
foreign exchange loans from 9% to 12% would affect its ability to
disburse A.I.D. funds and harm its ability to compete with TSKB and
the commercial banks. The latter have indirectly become a source
of competition for SYKB on foreign exchange loans by virtue of the
fact that their medium term lire loans can be converted to "free"
foreign exchange at the Central Bank if the imported items to be
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financed are on the quota lists. Tarprowers obtaining their foreign
exchange through this channel thus receive the interest rebate
incentive (lowering the effective interest rate to 6%) and are

able to obtain free foreign exchange,

In competing with TSKB, SYKB has at present the advanluge on
interest rates (9% at SYKB vg. 12% at TSKB). However, entreprencur:;
have consistently discounted this advantage in the pusl in favor of
the flexibility related to non-A.I.D. funds availahle through TGKE.
For example, IBRD resources enable borrowers to tender on & world-
wide basis, and these are free of shipping restrictions; EIB

funds can be employed in any member country of the EEC. Even

recent exchange rate adjustments have not offset the price beneclit
that this set of circumstances provides vis-a~vis U.S. products
financed through tied A.I.D. credits.

SYKB has recently taken steps to improve its competitive position
by arranging a Cooperative Financing Facility with the U.S. Export-
Import Bank. This facility (see page 20) enatics SYKB to lend at
8-1/2% on the portion (45% of the total) o financing provided
directly by EXIM. On the portion (45% of the total) obtained from
& participating financing institution under EYIM guarantee, SYKB
lends at a 2-1/2% spread over the rate it pays the financial
institution. This latter rate fluctuates in relation to market
conditions in the country of the financial institution, but is
expuoted to be generully between 6-T%. Thus, the EXIM facility
will enable SYKB to lend at 8-1/2 = 9% wiLh few, if any, of the
procedural complications (udvertising, approvals, etc.) reluted to
A.I.D. funds. EXIM funds do have shipping restrictions similar

to A.I.D.'s.

Thus, SYKB's roncern about the effect an increased interest rate

on A.I.D. funds would have on its ability to compete with other
institutions and its ability to disburse A.I.D. funds dnes have
some merit. SYKB's position has found support at *the Finance
Ministry where officials have recommended that the same terms that
applied to Loan H-087, including a 9% rate to the borrower, be made
applicable to the proposed new loan.

e. Notification: loan Applications approved by the Board of
Directors are handed by the Financial Anualysis and Economic Research
Department to the Loan Department, which informs applicants by
letter of the amounts and the conditions of the loans.

After the necessary documents are completed, a Loan Agreement,
prepared with the coordination of the Loan Department and the
Legal Advisor, is signed.
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The loan is disbursed after the collateral (i reanl estule mortgupe
or a bank Letter of Uuarantee) is accepted.

All documents related to the loan are verified by the Auditing
Department, starting from the date of the signing of the Agreement
and running through all phases of the transactions, including dis-
bursements and collections.
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¢. Zollections: The loan is collecte? ! wau i ~nrw.l i
stallments in accordance with the amortization schadutle of the
Loan Agreement. The sum of {nstallments consists of the prin-
cipal due plus its interest and the applicable expenditure tay.

An advice note fa sent ta the borrower fifteen days before the Jquo
date for the collection and gonorally the installments arc collectod
in good time. The situ-tion of the borrower who has not paid biu
installments on its due arte is closely checked and appropriatoe
steps taken to assure corliest possible collection.

f. Loan Supervision: Balance sheets of the horrowers are
received regularly during the period of the agreemeant and are
studied by the financial analyst who did the apalysis of the ioan
*pplication. Working capital loans are disbursod in thelr entf rety
immediately upon acceptance of collateral. Javestment capital
leuns, however, are disbursed in stages, disbursement of any
particular stage depending upon performance during the preceding
period,

The Investigation Section follows the borrower's progress con

tinuously and, if nesded, the Bank's expert ataff makes a close
examination of any special problems noted, with recommenda-
tions for improvement.

3. Geographic Area: SYKB is committed philosophically to
giving priority to the less-developed sections of the country. In practice
very few loans have haen made to these suctions. SYKB has made no
investment capital loans in the eighteen easteranmost provinces of Turkey,
those considered to be most backward, and only two working capital loane
in this area (which account for 0.2% by value of the loans made in this
category). On the other hand, the Bank has made 79% of Its investment
capital loans, by value, in the areas directly around Istanbul, Izmir andg
Adana and has made 92. 5% by value of its working capital loans in these

aTreas,

This aituation han emergod despite a proclaimed policy by the GORT ¢,
aid the easternmost reglon of the country through special incentives.
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Ces)ut. ine fact that incentives are available “ci iavoutareat "o the

the mcst commonly given reason for the lack of investment in this arac 14
that it is {mpossible to persuade capable mrnagers o take assigmmauta in
the area, even with conasiderably enhanced salaries.

SYKB proclaims {tself eager to make loans In the less devoloped areas in
order to stand by {ts implied and expressed commiimeunts to help theuye
areas. But they state that it {s virtually impossiblo despite their best of-
forts to {ind viable projects in those arcas. Reacord: which the Bauk has
kept concerning ‘ts loan applications tend to bear oui the Bank's statement.
Of the 1,110 applications for working capital loans, representing proposed
loans worth TL 2,6 billlon, which SYKB has received since its inception,
six were from the eighteen eastern provin:es proposing loans totaling TL
7.7 million. This iz 8. 5% of the applications by number and 0.3% of them
by valus. O. the 285 applications for investuient capital loana, represent-
ing proposals for loans valued at TL 1. 36 billicn, one was from the east,
with a value of TL 1.4 million. This repressnts 0.4% of the applications
by number and 0.1% uy value.(See Sections E.) and 6, and F. 1)

4. Growth of SYKB: Growth of the Bank's resources is shown
by the {ollowing table:

In Thousands of TL
Decembcr 31

1964 1966 1968 1970 1972

Pajd-in Capital 20,000 20,000 20,000 20,000 20,000
Reserves -- 66 2,567 4,680 6,649
Loans from Share-.

holder Banks 61,580 178,977 228,552 44:,013 571,749
A.1.D, ~funded TL

Loane 60,000 60, 000 99,164 193,136 103, 797
A.1 D, -funded $

Loans - -- - 1,227 23,403
Central Bank Re-

discounta -- - ke ——t - 50,626

Total 141,580 252. 043 350,283 570, 056 ] '16_, {91
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Growth of luvan disbursemeonts made by SYKB since ity Loganisation 1
1963 is as shown below. Also shown below are the l:an balances at yerr-
end:

In Millione of TL

Disburscd During Cumulative Qutstanding At
Year Lozl __ Yenr Epd__
1963+ 0 0 0
1964 83.1 83.1 17.0
1965 72.3 155. 4 1i8.5
1966 106. 2 261.6 183. 5
1967 124.9 386.5 256.2
1968 137.8 524.3 32¢.2
1969 39,1 763.4 473.9
1970 147.2 910. 6 508. 7
1971 217.2 1,127.8 599.1
1972 294.4 1,422.2 751.6

* Year of SYKB organization

5. SYKB Long-Torm Debt: AtTl'ecember 31, 1972, SYKD', long:
term debt totalled TL 749, million. A resumw af this debt with tour: e,
terms, interest rates and due dates is ineludod as Annex X,

6. Financial Statements: The following financial statements a:e
=2hanclal Statements:
included herein:

Balange Sheets - Five Years of Actual Operations and Four
Years of Projected Operations - Annex VII,

Profit and Loess Staiements - Five Years of Actual Operatic s
and Foar Years of Projected Operations - Annex VI,

Source and Applicatioa of Funds Statemcnts - Four Years nf

Actual Operations and Four Yea~s of Projected Operatisi -
Annex IX.
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USAS has reviewed the tinanoial statements ~a’ projectinn - tnciuie

in Annexes VI, VIl and 1X. In our opinion the projections are roalisdi
cally prepared and should be attainable by the Bank.

7. Loan Repayments 1nd Loss Reserves: SYKB has an excellent
record on loan repayments in its ten years existencs. it has had no loan
losseo and curvently has only one loan receivable. in defanlt, in the amount
of TL 333,332 plus interest.

SYKB reserves aygainst losses amount to the folloing

Lxtra-
Lgal Contingency Ordinary
Reserve Reserve _Reserve Tota) Sleserve
Balance at
1-1-72 TL 2,833,582 TL 1,502,294 TL 1,642,927 TIi.5,678,803
Allocations
1972 435,417 271,005 246,219 979,641

Balance at TL 2!986|922 TL 1,773,299 TL 1,689,146 TL v, 649,444

12-31-72

8. Pregent Operations: From incorporation ia 1963 until 1967, SYKB
functioned entirely as a lender of medium-term lira for working capital usec.
During the year 1967, the Board of Directors of the Bank made decialons in
favor of (1) extending their loan business into medium and longer term fixed
asset (investment) loaas in lira, and (2) making similar loans in foreign ex-
change. One expressed intention in expanding into fixed asset loane in lira
and foreign exchange s to give priority to enterprises which improve Turkey's
balance of payments and earn foreign exchange for Turkey.

The Founder Barks agreed at the outset to loan SYKB an amount in TL equzl
to 1% of the total of their own general deposits as shown on their balance
sheets of December 31, 1962, They further agreed to ioan to SYKB amounts
equal to 5% of the increases which would occur in their deposits after Dzccm-
ber 31, 1962. The term of such loans I8 twenty years. The effect of these
tranufers is to provide SYKB with a reasonably certain continuing source of

loanabte TL.
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The following table, prepared by SYKB's Economic Department after
consultation with the Founder Banks, indicates the projected growth of
general depozits in the Founder Banks and the resultnnt projected 'M',
funds available to SYKB:

In Millions of TL

Projected General 5% of Annual
Deposits in Founder Annual Increase
Banks Increase Available to SYKR
1972 25,400 6,103 305
1973 28,182 2,782 139
i974 31,907 3,725 186
1975 36,77k L,867 243
1976 43,100 6,326 316

As a further source of TL lending, the Bank in 1972 entered into a re-
discount arrangement with the Central Bank of Turkey whereby varjious

SYKB notes receivable are pledged to the Central Bank as collateral for
medium-term TL advances. As of December 31, 1972, TL 50,696,256 had been
advanced by the Central Bank under the facility. The effective interest
rate on the advances is 10.92%, including the GORT 25% transaction

tax on interest.

On November 30, 1972, SYKB made a formal application to become a
Cooperating Financing Fecility (CFF) of the Export-Import Bank of the
Uniied States. Under ithe terms of the application, SYKB will receive

an EXIMBANK line of credit which will allow financing of $4.4 million

of U.S. commodities, on the basis of a 10% down payment by the buyer,
45% from an Export-Import Bank loan, and a 45% loan from a participating
U.S. commercial bank. SYKB will charge 8-1/2% for the portion of the
credit provided from EXIM funds, and it will be allowed a 2-1/2%

spread on the funds it borrows from g participating financial institution.
SYKB will be the first Export-Import Cooperating Financing Facility in
Turkey.

USAID believes the pending arrangement with the Export Import Bank is
benefic 1l to SYKB in providing the Bank with an additional gource of
foreign exchange for subloans. Following meetings between SYKB and
visiting EXIMBANK officials in early May, we were advised that SYKB
will use the CFF facility for transactions financing and for financing
machinery and equipment which may be ineligible for A.I.D. funding
(e.g. textile machinery and equipment). On the basis of &
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alde tciier cwchirags between & LD, and SY ™M, tive Bonb wiil me oy, o0
itself in principle to cioploy A.L D, funds to the oxtent pricticible 1ot
project financing in the less developed areas of Tutkay.

E. SYKB Project Details

1. Loan Objectives: A.I.D.'s objectives in making a further
$9 million loan to SYKB are (a) to further assjst SYKB in becoming a full
development bank, (b) to motivate SYKB to place greater emphasis on
potential projects in the lesser developed areas of Turkey, and (¢) to
assist private industry in Turkey to achieve further expansion commenau-
rate with the goals of the Turkish Third Five-Year Plan.

The Bank han agreed in priociple to accelerate efforts to develop projects
in lesser developed areas in Turkoy. Discussions are continuing with
SYKB relative to steps the Banilc can take in implementing this policy. Thcse
stepo 1nclude {a) establishment of specific staff responnibility and recruit-
ment of additional qualified staff to develop projocts in avean outside of the
Istanbul-lzmir-Adana industrial sectors. This staff will work through tt.»
Managers of Founder Banks' branches in identifying projects/entrepeneurs
in less-developed regions; (b) initiating a working relationship with quali-
fied Turkish and foreign engineering/management consultant firms as a
source of technical assistance for developing new projects and/or expand-
ing industries;and (c) assisting in the preparation of feasibility reports/
oproject studies on agro-business projects that may result from the pro-
posed A.I D, irrigation sector loan and the rurzl developrnent sector lean
current{y being discussed with the GORT,

2. Amount of Loan: The amount sought by SYKR tor . new A, LD,
loan is $9 million. In preparing the projections for this loin paper, SYKB
has assumed an A.L.D. authorisation by June 30, 1973  After a six wonth
pueriod for negotiation of the Loan Agreement and receipt and evaluation of
loan applications, loan disbursements should begin in early 1974, SYKB
has indicated that a substantial backlog of projects is available as a result
of applications received under the previous A.1.D. $5 million loan.

In arriving at $9 million as the amount of the loan, USAID and SYKB have
projected a conservative annual disbursement figure of $3 million; thus our
loan will provide three years of project funding at $3 million per year. The
Bank, however, will not be precluded from disbursing loan proceeds at a
faster rate if it is able to do so.

peoT AVAILABLE COPY
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make subloans to nrivate industrial enterprises for purchase: of equip-
ment and services iz the U.S. and Code 941 countries. These subluins
will be on terms up to 2 maximum of ten years. SYKDB has already in-
dicatod that it will give an much priority as it can to subloans in the less-
developed repions of Turkey.

3. Unec of Loan: SYKB proposes to use the $9 million loan to

SYKB proposes to impose tho following criteria in e_nnection with their
subloans under this dollar loan:

Priority shall be given to projecte which:
(a) Are 'ocated in rural or less-developed regions in Turkey,and/or
(b) have a high employment factor, and/or
(c) have a wide distribution of equity owacrship. and/ix

(d) are of importance from the standpoint or realization of
production and export targets contained in the Turkish
Third Five-Year Development Plan, and/ox

(e) contribute importantly to the economic streagth of
Turkey in relationship to the amount of capital inve'lved.

Competiveness of projects proposed for financing by SYKB shall be cara-
fully studied in relation to (a) existing manufacturing and/or selling prices
within Turkey, and (b) to the CIF prices of similar products imported into
Turkey. Due consideration will be taken to support projects which show
probable competitiveness in the European Common Market, of which Turkey
is in the process of becoming a member.

4. Suggested Loan Terms: A two step re-lending plan, in the same
form as that of the present $5 million loan (277-1-087), will be used for thic
loan. An agreement will be negotiated betwcen the Government of Turkey and
A.I.D, on these payment terms,

The Government wil! undertake unconditionally to repay A.I.D. the an.nunt
diabursed in U.S. dollars in 40 years, {ocluding 10 years grice, and to puy
interest of 2% per annum during the grace period and 3% per annum there-

after, in U,S, dollars.
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5. Suguesied Terms of heloan Agroement: An agreement tc
re-lending will be negotiated between the Ministry of Finance and SYKB.
This agreement will be subject to the approval of A, I, D, aad cannot be
amanded without A.1.D. approval. Principal payments from the Bank to
the GORT will be due at the same¢ time that repayinents are due the Bank
from sub-borrowers. Maintenance of value is the rigk of the sub-borrower,
who will be require! to repay his loan in TL at the current rate of exchange
for his outstanding balance of dollars due. His rick is continued until the
moment SYKB dapoaits his rep:yment in the Centr.! Bank.

SYKB will repay the Government of Turkey the disburaed amount of the

loan in Turkish lira In not more than fifteen years from the date of the

first disbursement, and pay interest of 64% on the outstanding balance of

the loan. The ultimate borrower would pay 9% on funds borrowed from
SYKB., This rate-spread of 2}% (9% miuus 64%) is considared the min'mum
necessary to provide the Bank with sufficient earnings to enable it to support
sn effective professional staff for project review and to provide technical
advice and assistance in the planning and implemontation of projects.

USAID is currently negotiating with the GORT to allow a greater spread to
SYKB on projects they finance in less developed areas. The additional in-
terest to be retained by the Bank would be deducted from the 61% Reloan

Agreement rate payable to the GORT, thus maintaining the ultimate rata to

the horrower at 9%.

6. Other Negotiated Termg: USAID has discussed with SYKB staff
members and representatives of the Board of Directors the desirability of
calling the remaining TL 20 million in Capital Stock. We are supported in
our request by the GORT, Therefore, we propose that, as a Condition
Precedent to Disbursemente, the Founder Banks be required to pay in the
balance of their Capital Stock subscriptions.

As previously noted, implementation of Loan H-087 was delayed due to

the mechanics of implementing an arrangement satisfactory to A 1. D, to
Improve the debt/equity ratio of the Bank. Pursuant to Section 4. 03(f) of
L.oan Agreement 277-H-087, SYKB agreed not to incur loag-term debt L
excess of four times equity plus Founder Bank loans. For purposes of thiy
calculztion, equity includes TU funds made available by A. 1. D, under
varicu. Project Agreements, i.e. the "quasi-equity” loans. The folling rw
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proforma achedule indicates the debt aquity ratio of SYRH at Dece-abor
31, 1972, calculated in accordance with the formula specified in Loan
H-087, and giving effect to the proposed $9 million A.1 D, loan and the

paying in of the balance of SYKB's Capital Stock.

Long-Term Dabt at December 31, 1972:

Loans from Founder Banks
Central Bank Rediscounts
A, LD, Loan 277-H-087
Ex/Im Loan
Proposed A.I,D, Loan

Total Long-Term Debt

Equity:

A.l.D, Project Agreement Loans
Capital Stock Outstanding
Reserves
Capital Stock Authorized

Total Equity

Debt equity ratio 1s 5.8 to 1

Additional Long-Term Debt Borrowing Capacity, in
Accordance with Section 4. 03(f) of A.I.D. Loan
277~ .087:

E uity (TL 150,441,000 x 4)
Loans from Founder Banks

TL 871,749, 000
50, 696, 000
70, 000, 000
56, 000,000
126,000, 000

TL 874,445, 000

TL 103,792,000
20,000, 000
6,649,000
20,000,000

TL 150, 441, (1Y

TL 601, 764, 000
871, 749, 000

Total TL 1,173,813,000
Central Bank Rediscounts: TL 80, 696, 000
A.1ID, Loan 277-H-087 70,000,000
Ex’Im Bank Loan 56, 000, 000
Proposed A.1.D., Loan 126! 000, 000 302,696,000

Additional Borrowing Capacity

TL 870, 817. 0G0
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We believe this formula is adequate and should bde inciuded au a Mo i
Covenant in the new Loan Agreement.

As previously discussed in Section E. 1, it is A. L D.'s inteation to uec
this $9 million loan as laverage to move SYKB further towards the role

of a full development bank. We have discusscd our intentions with the
Bank's staff and have been assured that the Bank agrees in principle with
the desirability of moving in this direction. They accordingly have ugreed
tentatively to actions in the three areas discussed in Section E, 1, viz. /a)
placing more concentration on developiug loans in ths leas developed areas
of Turkey, {ncluding the establishment of specific staff responsibility for
these areas and the recruitment of more staff to work in this area, if
necessary; (b) using outside consultants for technical assistance when :e-
cesasary and (c) glving more attention to agro-business projects which will
tie la with other efforts of the GORT and A.L.D. in this sector.

However, we recognize that factors outside of SYKB's control may inhibit
or lhnit their abllity to find projects in less -developed regions. Lack of
adequate infrastructure, skilled labor, qualified management and/or aceess
to developed markets may minimize the opportunity for meaningful pro-
jects desnite the good intentions of SYKB, As an indicator of the streugth
of theso inhibiting factora, it can be noted that although some prominent
GORT personnel have long advocated a separate State-ownod development
bank specifically for the lesser developed regions these constraints have
precluded its actual formation to date. Discussions among various officials
indicate that its formation is highly unlikely in the foreseeable future be-
cause of these constraints.

Therefore, we propose to encourage SYKB to pursue the principals of
actively seeking projects in less-developed areas by a side letter exchange
rather than through specific Loan Agreement provisions, i. e. Conditions
Precedent or Negativa Covenants. We also intend to formally notify SY K3
that future A.1.D. funding (beyond this proposed loan) will be dependucat un
the Bank's acquiring additional sources of foreign exchange for relanding

Finally, under Loan }1-087, A.l. D. retained the right of 2pproval for rub..
loans in exceas of $150,000. On the basis of the Bank's experience ucd
performance in analyzing projects for Loan H-087, we intend to inc reare

thiv amount to $250, 000.
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“ Lmpact on U8, kcogomqy: The fmpact ol ihuu toar or fh - -
cconomy will be fuvorable. Although ln accordance with M, & 494, 5.
Code 941 countrins will be eligible sources of gooln and servican In addi.
tion to the U.S., it {s belleved that in practice virtually all of the goods and
services procured will be of U.S. source and origin. A minimumn of fifty
porcent of the freight shipments must bo t>anzported on U.S. fla; vessels.

The projects to be financed by this loan involve equipment that in .Imost

every case would be equally available from non-U.S. sources. Iuthe

absence of this loan, it is reasonable to assume that moat procurc nent would
be {rom non-U.S. sourcen. Previous A.I.D. Hnes of eredit to the two Turkish
development banks (SYKB and TSKB) are almost fully committed. txcept those
caasen where U. 5. Fxport-Import Bank finan-ing can be arranged, fic investors
in industrial projects would look to non-U, 5. financing already avajiahle ,
through TSKB or to frec foreign exchange from the GORT's own rciosrces.

In these latter cases, Western European suppliers, in particular, (o1 nue

to enjoy a competitive advantage aver U. S, suppliers in most areas, Il :s
thought, therefore, that the bulk of the procurement of goods and s:rvices
under this loan will be additional to the present level of U.S. exports of ..
dustrial goods and services to Turkey.

F. Relationship to the Turkish Economy

1. Turkish Industry Under the Five-Year Plans: As of the end of
1972, Turkey has completed two five-year development plans and set a
target of even more rapid GNP growth and Industrialization in the period
of its Third Plan (1973 through 1977).

Table 1 compares plan targets with realizations. GNP growth fell below
expectations {n the First Plan, but was slightly above the targot of 7% annual
growth in the Second Plan. Although industrial investment g a proportion

of total investment was above target in both plans, the realized rate of growth
of induatrial production was below expectations. Overall investment targets
were not met by either the public or private sectors in the First Plan, but
public sector investment was above target in the Second Plan and substant-
lally above its First Plan performance.

In comparison with past performance, Third Plan targets increase the
emphasis put on industrial investment (45.4% of all investment). This
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racrease tantended (o permit the achteveniont of an aonual il.
rrowth in industrial production so that industry will reach 27% w L4

by 1977.

Out of TL 87.7 billion investments to be made in the manufacturing
sector. the private sector is targeted to make 51%, or TI. 44. 7 billlon.

While the percentage target for the private sector is below that realised

in the Second Plan, the absolute amount of private investment targoted
fs 50% above that realized in the Sacond Plan,
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TABLE 1
SOME SELECTED INDICATORS
(V)
First fiecond Thi
Plan Period Plan Period Plan

Target Realized  Target Realised 1'§rgata_'

1. Rate of Growth of
GNP1/ o
(Annual Average) 7.0 6.7 7.0 7.3 7.9

2. Investment as % of
GNP (at end of plan
period) 18.6 18.4 23.5 21.0 25.0

3. Rate of Growth of
Investment

(Annual Average) 10.7 9.4 it.2 10.8 12.8

4. Rate af Growth of

Private Investment
(Annual Average) 11.0 10. 5 12.5 11.0 11.8

5. Rate of Growth of
Public lnvestment
(Annua) Average) 10.6 8.5 10.0 10.7 13.6

6. Investment in Industry
as Proportion of Total
Investment (of which  30.9  31.3%/ 34,1 37,72/  45.43/
manufacturing) 06.9) (19.6) (22.4) (25.7) (31.2)

7. QGrowth Rate of In-
dustrial Production
(Annual Averape) 12.3 9.7 12.0 9.7 11.9

8. Industry as Propor-
tion of GDP 3/ n/a 19.8 24.6 23,0 26.8

/ In constant prices -
/ 31.3% ac of 1967; 37. 7% as of 1972; 45.4% average for entire 1973-1977 period.
/

In conatant prices, at end of period.

R

Source: Plan Documents
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Additionally, as is shown by Table 2 below, the TFYP anticipates
drainatic increase in the impirts of investmont goodn to supnort its

TABLE 2
IMPORTS OF INVESTMENT GOODS

($ Million) % of Total

Year _Value _Jlmports _
1963 256. 0 372
1964 197.3 36.7
1965 197.0 34.5
1966 257.1 35,8
1967 206.0 30. §
1968 255.0 33.4
1969 251.0 31,3
1970 284.0 30. 0
1971 340.0 29.0
1972 450. 0 34,2
i973 490. 0 34,3
1974 530. 0 34.6
1975 575.0 35,1
1976 625.0 | 35,7

1977 680.0 36.8

Source: SPO, TFYP, Tables 46 and 120
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T IO v iy hig:l:y p\'n;:!( TR I'O“gh both quol‘as Y iun'lffb- ".'U..'-'-.»'n .
Tvtizs on industrial goods are generally between 40% and 60%, while
customs on such commodities as artificial fibers and fabrics, glass,
leather products, machinery and vehicles run as high as 75% or more.

However, as a result of an Interim Agreement signed with the EEC in

1971, customs duties on imports from EEC members have been decrexacd
by 5-10%. The reduction represents a first step in liberalization of customs
duties; over the next twenty vears all customs chargecs on imports from EEC
countries will be eliminated, and considerable reductions will alno be rp-
plied to imports from other countries.

Following a slow-down in new investments in 1971 (due, in large measure,
to political instability and the suspension of investment incentives following
a change in Government in March 1971), industrial investment began to -
accelerate in 1972. This rapid expansion is a result of investor confllence
in political stability and the revival and expansion of investment incentive

. \aasures,

Investment incentives available to industrialists include the following:
a. Investment Tax Rebates
b. Customs Exemptions
c. Deferred Payments on Customs Duties
d. Exemption from Construction Tax
e. Medium-term Credit Interest Subsidy

f. 1% interest subsidy for investments in lesser developed regions
of Turkey. ’

These inventives are now being given automatically, based on sectoratl
priorities, without the need to have the Government evaluate individual pro-
jecta. Farther, according to a decree published May 4, 1973, all incentives
noted above are given to any industrial investment in Eastern Turkey and
other less developed areas, regardless of the category of investment.
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e o ot P rirearu e % L ethod of TOCELL iy ana iU v b, Ly

the number of firms receiving incentive licenses has shown a sharp fa-
crease during 1973, Available statistics on new projects indicate the
following incentive permits grantad in January and February 1973:

Number of Total Foreign Exchange
Month Projects Investment Volume _ Requirements
January 1973 32 TL 1,852 Million $ 34 Million
Febrnary 1973 44 TL 4,679 Million $123 Million

Source: EBA Economic Press Agency "Trade and Investment Newsletter",
dated May 3, 1973, ..nd May 11, 1973,

2. Financing the Industrial Sector - Requirements: In the three-yesr

period 1969-1971, privati/ﬁxed investment in manufacturing totalled about
$1. 05 billion equivalent ./ About 65% of the investment was financed by in-

ternally generated funds of the companies and new share capital. This is an
unusually high percentage, but the apparent trend is toward.' an increasing
share of borrowed funds. The remaining 35% came from tax credits (10%),
bond issues (5%) and borrowing from finaacial institutions, i.e. SYKB, TSKB
and commercial banks. SYKB's disbursaments for investment loans during
the period amounted to $27. 7 million, corresponding to about 3% of total
private fixed investment, and about 13% of all borrowed funds--an Ilncreasing
share vis-a-vis earlier vears. However, SYKE's ghare could have been
considerably more if it had had access to more resonrces, particularly
foreign exchange for relending.

3. Fjipapcing the Industrial Sector - Sources:

a. Ths Capital Market

Turkey has a poorly developed capital market. Relatively few
private corporations iasue capital gsharea to "outsiders, " {. e. outside of the
family group. In 1969-71, the net increase in equity capital by private cor-
porations amounted to only TL 350 million .2/ Since most corporations are

1/ Source: IBRD Appraisal Report of TSKB, dated December 7, 1972,
Page 3, Paragraph 2.07. ‘

2/ Source: IBRD Appraisal Report of TSKB, dated December 7, 1972, Page 4.
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“lecele bald fammile . cn, ArNn Anly g amy|) port 2 ihin avm montd wnew.
LUl 1tHUed avalld.ie 10 the inarcet. The stock excainge in tstanbui L.
playing an lasignificant role. The number of shzres quoted s limited = 1d
the amount of trading is small (legs than $600, 000 in 1971).1/ Obstacles to
widening the share market include the lack of an adequate securities law
and inadequate disclosure of company operating data.

b. The Commercial Banks

Traditionally, Turkish commercial banks have done very
Httle medium-term and long-term flnancing. The banks have preferred
short-torm, high {nteres? loans with collateral in the form of zecounts ro-
ceivable and/or inventories. The Central Bank a3y enacted in 1970 allowed
commercial banks for the first time to give medium-term cradit (up to five
years) at a niicimum interest rite of 12%. This rat2 was set higher than the
ecaneral credit rate to make medium-term lending more attractive to con-
mearcial L.unks. Special re-discount facilities wera also made available. At
the same tbime, intorest rates on lotig-term deposite were raised to 9%
(from 6%) to attract funds.

to allocate at least ten percent of their loanable funds to this category of
credit. Furtherinora, subsidies were given to banks if they lent mediuyg-
term to certain priority eectors. As of the end of November 1972, TL 1.6
billion was outstanding in medium-term credit, of which TL 1, 4 billion wag
to industry (thereis no Private-public sector breakdown between the re-
clpiects of this credit). Among the sources of these credits were TL 496
million in Central Bank rediscounts as of the end of 1972.

The subsidies given to commercial banks for medium-term credits is ir

the forin of interest rebates from a fund administered by the Central Bani.
The fund is provided from GORT budgetary allocations, and has been in
effect since the beginning of the current Turkish fiscal year, March 1, 1973,
Under the terms of the Interest rebate fund, eligible borrowers are refunded
6% intore.t; this rebate, equal to 50% of the rmaximum intcrest rate charge-
able, i{s rebated to the commercial bank making the loan, which {n turn re.
funda it tn the borrower. SYKRB'g medium-term loans are eligible for thip
rebate. SYKB collected Approximately TL 400, 000 in rebates from the

1/ IBRD Appraisal Report of TSKB, dated December 7, 1972, Page 4,
Paragraph 2.11.
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The en otgenee ¢ coainercial banks as a mifor souree of wrdluwm 2.1,
TL credit is relatively new; SYKB {s concerned with this deslopmeat viy-
a-vis their own competitivencss in the medium-term mnarket. The Bank
plans to prepare a detailed study of the market in order to detyrmine their
future thrust in medium-term lcnding.

4. Thec Role of Developinent Banks in the luisetrial Secto*: It is
appareont that the GORT places high priority on .adustrial devolop.ient.
Further, through the incentive plans noted abova, thoy are actively Implo.-
menting their stated policy. Ac the figures for incentive permits g pnted
during the first two months of 1973 demonstrate, industry is responding to
the new incentives and its perceptions of coatinned political stability +ith
record numbers of new projects and investmenta.

It is also apparent, however, that the GORT's TFYF ig a highly ambit o s
document. All indications are that Turkey will not find it sasy to mobi '.e
the total resources necessary to meet the goals which have been set. E.
causc of the heavy demands of Government and public sector enterprises
on total credit availabilities, Turkey's private sector chronically has bee..
faced with insufficient funds for investment and operations. Despite the ne -
industrial and financial incentives end the mediumi-tarm credit allowances ’
there seams little prospect of a significant amelioration of this situation
during the TFYP, Onc of the prime objectiven of the proposed loan, then,
is to help Turkey increase industrial investment and production in aceord-
ance with the objectives of the TFYP by making morc resources available
to orivate industry.

Bat the objectives go beyond merely increasing the resources available to
the Turkish economy. Another prime objective is to aid Turkey in more
rational nse of the resources available to it. The development banke.
SYKB and TSKB, have demordstrated that the specialized nature of their
operations allows them to make a more careful examination of projects and,
as a result, to lend to more productive aroas. And because SYKB makes
loans only to the private sector, it is anticipated that this loan will assist
Turkoy in attaining grsater economic viability by strenghening her private
industrial sector and by promoting greater reliance on the price system
and market mechanismsa in the allocation and utilization of economic re-
sOources,

Y
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¢ & ureviousiy noted, SYIv.s provided apptoatinaiciy 137 of fundy ot
tor private sector investinent during the years 1969-1971. Thia wes o
significant contritution to Turkey's development during this period, not
only in quantitative terms, but also in qualitative terms. The proposed
loan will enable the Bank to continue in the growth and developmant of
Turkey's industrial sector.
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SINAY YATIRIM VE KREDT BANKASI
Loan No. 277-H=-

CERTIFICATION PURSUANT TO SECTION 611(e) OF THE

POREIGN ASSISTANCE ACT OF 1961, AS AMENDED .

I, Joseph S. Toner, Director, the principal officer of

the Agency for International Dovelopment in Turkey, having
taken into account, among other things, '‘the maintcnance

and utilizgation of projects in Turkey praviously financed

or assigted by the United States, do hereby certify that

in my judgment Turkey has both the financial capability

and tha human rasources capability to effectively main-

tain and utilize the capital assistance project, a develop~-
ment bank loan to Sinai Yatarim ve Kredi Bankasi (Industrial
Investment and Credit Bank),

This judgment is hased upon generel considerations discus-
sed in the capital assistance paper to which this certifi-
cation is attached. e

T
2 ) 4
PRy

S A
, Joseph §. Toner
// Diractor
May 22, 1973

e




ANNEX I
ATD-DLC/P=-1091

June G, 1973
g | of |
SINAI YATIRIM VE KREDI BANKASI
LIST OF SHAREHOLDERS
Authorised Number
Shareholder Amount Of Shares, Percentage
Turkiye Ip Bankasi A.S. TL 25,680,000 2568 6¢.2
Osmanli Bankasi A. §. 4,120,000 412 10.3
Akbank T.A.S. 4,000,000 400 10.0
Tlrkiye Vakiftar Bankasi T.A,O. 4,000, 000 400 10.0
Tlrkiye Garanti Bankasi A, 3. 2,200,000 220 5.5
TL 40,000,000 4000 100.0

Note: The Authorized Capital consists of 4000 shares valued at TL 10,000
each, However, only half of the Capital, or TL 5000 per share, has
been called in to date., Therefore, the Paid in Capital of SYKB is
TL 20, 000, 000. :



ANNEX 11

. SINAI YATIRIM VE KREDI BANKASI A1D=-DLC/P=-1091
June v, 1973
BOARD OF DIRECTORS Page 1oer 2
Ferid Basmaci Age 61. Graduate of the Academy of Economic and

and Commercial Sciences in Istanbul, Currently
General Manager and a Director of TUrkiye Iy Bankasi and Chairman of the
Board of TUrkiye Sinai Kalkinma Bankasi (TSKB).

Chairman (and Member) of SYKB's Board since April 29, 1966.

Deputy Chairman

Cavit Oral Age 50. Graduate of the School of Political Science

of the University of Ankara. Has served as Assistant
General Managerof the Turkish Agricultura Bank and General Manager of
Eskigahir Bankasi. Currently General Manager and a Direcicr of TUrkiye
Vakiflar Bankasi T. A, O,

Member of SYKB's Board since September 1, 1972; elected Deputy Chairman
on March 9, 1973,

Other Membersg

Repad Aksan Age 61. Graduate of the Academy of Economic and

Commercial Sciences, Istanbul. Has served as
Manager of the Clearing House and Assistant General Manager of the Turkish
Central Bank. Currently General Manager of Osmanli Bankasi.

Member of SYKB's Board since January 11, 1963,
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Board of Directors PAGE 2
Other Members (Cont'd)
Cabir 8. Selek Age 66. Graduate of Feysiye (now Ipik) Lisesi

in Istanbul. ' Ha's served in various capacities at
Osmanli Bankasi and the Turkish Central Bank and as Assistant General
Manager of Simerbank. Was a member of Parliament (1943-1946) and an
Executive Director of IBRD (1950-1954). Currently Chairman and General
Manager of Tlrkiye Garanti Bankasi.

Member of SYKB's Board since Junuary 11, 1963,

Erol Sabanci Age 36. Graduate of the Academy of Economic and

Commercial Sciences, Istanbul. Has served as
Finance Director of BOSSA and Board Director of TEKSA, two Adana based
textile concerna. Currently Deputy Chairman of Akbank and Board Member
of SYKB's Board since June 11, 1971.

Vecdi Unay Age 60. Graduate of the School of Political Science
of the University of Ankara. Has served as Assisiznt

General Manager of the Turkish Agriculture Bank and Secretary General of
the Association of Banks of Turkey.

General Manager and Ex-Officio Director of SYKB since its establishment
in 1963. :
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ANNEX IV

SINAI YATIRIM VE KRED]! BANKASI

LIST OF CATEGORIES OF INDUSTRIAL ACTIVITIES

Metal Mining

Dressing and beneficiating iron, copper, chromium or other ores
and crude minerals such as breaking, milling, washing, cleanirg,
grading and concentration.

Food Manufacturing Industries, Except Beverage

1.

Slaughtering, Preparation and Preserving of Meat:

Abattoirs and meat packing plants; killing, dressing, packing
and canning poultry; manufacture of sausage casings is in-
cluded.

Manufacture of Dairy Products:

Manufacture of creamery and processed butter, natural and
processed cheese, condensed and othe> types of concentrated
milk, and other edible milk products. Bottling of milk,
whether pasteurized or not, is included.

Canning and Preserving of Fruits and Vegetables:

Canning (packing in airtight containers) of fruits and vege-
tables including fruit and vegetable juices; manufacture of
preserves, jams and jellies, pickles and sauces, and canned
soups; dehydrating and quick-freezing of fruits and vegetables.

Canning and Preserving of Fish and Other Sea Foods:

Preserving and processing fish and other maria® foods. Thease
processes include such operations as salting, drying, dehydrat-
ing, smoking, curing, pickling, packing in airtight containers
and quick freeszing. '



Sinai Yatirim ve Kredi Bankasi ANNEX IV
Categories of Industrial Activities PAQE 2

I1.

I,

Food Manufacturing Industries (Cont'd)

5.

Manufacture of Grain Mill Products:

Grain mills (flour, meal, stock dry feeds); husking, cleaning
and polishing of rice; preparation of breakfast foods such as
rolled oats, rice, wheat and corn, flakes, parched; blended
and prepared flour and other cereal and pulse preparations.

Manufacture of Miscellaneous Food Preparations:

Food industries not elsewhere classified, such as the manu-
facture of margarine, compound cooking fats and table or
sald oils, starch and its products, macaroni and similar pro-
ducts; prepared feeds for animals and fowls; salt’ processing.

Manufacture of Textiles

Jute mills.

‘Cordapge, Rope and Twine Industries:

M_anufacture of rope, cable, cordage, twine, net and other
related goods from hemp, jute, cotton, paper, straw, coir,
flax and other fibers.

Manufacture of Textiles not Elscwhere Classified:

Manufactare of linoleum and other hard-surfaced, floor cover-
ings (excluding rubber); artificial leather; oilcloth and other
impregnated and coated fabrics; straw, coir and similar mat-
ting and mats; felt; batting, padding, wadding and upholstery
filling from all fabrics. The recovering of fibers from waste
and rags is included.
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IV,

V1.

VIL.

Manufacture of Footwear, Other Wearing Apparel and Made-up
Textile Goods

1. Manufacture of Footwear, Except Rubber Footwear:
Manufacture of all kinds of footwear, laggings and geiters from
leather, fabrics, plastics, wood and other materials. The
manufacture of boot and shoe cut stock and findings is included.

2. Manufacture of Wearing Apparel, Except Footwear:

Manufacture of wearing apparel by cutting and sewing fabrics,
leather, fur and other materials; fur-dressing and dyeing; and
the manufacture of umbrellas., Important products of this group
include: underwear and outerwear; millinery; hats; fur goods;
gloves and mittens; suspenders, garters and related products;
robes and dressing gowns; raincoats and other waterproof outer
garments; leather clothing; sheepskin-lined clothing; hanker-
chiefs.

Manufacture of Wood and Cork, Except Manufacture of Furniture

Sawmills and planing mi 1l; manufacture of lath, eaingles, cooperage
stock, veneers and plywood; manufacturers enguged in wood pre-
serving and manufacturing finished articles made entirely or mainly
of wood, bamboo, cane and cork.

Manufacture of Furniture and Fixtures

Manufacture of household, office, public building, professional and
restaurant furniture; office and store fixtures, window and door
screens and shades, regardless of materials used.

Manufacture of Paper and Paper Products

1. Pulp, Paper and Paperboard Millas:

Manufacture of pulp from wood, rags and other fibers and the
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v,

VIII,

Manufacture of Faper and Paper Products (Cont'd)

1. Pulp, Paper and Paperboard Mills: (cont'd)

conversion of such pulp into any kind of paper, paperboard
and fiber building board.

2. Manufacture of Articles of Pulp, Paper and Paperboard:

The conversion of paper and paperboard into product.l such
as ;aper bags, boxes and other contalners, cards, envelopes

and wallpaper.

Manufacture of Leather and Leather Products, Except Footwear

1. Tanneries and Leather Finishing Plants:

Tanuing, currying and finishing of all kinds of hides and skins,
embossing and japanning of leather. Fellmongery is also in-
cluded.

Printing and Publishing Industries

Miscellaneous printing and publishing such as maps, atlases, di-
rectories and encyclopedias; type setting, engraving and plate
priating, ‘ '

Manufacture of Rubber Products

Manufacture from natural or synthetic rubber, gutta percha or
gutta siak, of all kinds of rubber products such as tyres, mechan-
ical rubber goods and rubber sundries; reclaiming of rubber from
used tyres, scrap and miscellaneous waste rubber: manufacture
of rebuilt and retreaded rubber tyres. o
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XI.

X1,

X1,

" Manufacture of Chemicals and Chemical Products

Basic Industrial Chemicals, Including Fertilizers:

Manufacture of basic industrial chemicals, such as acids,
alkalis, salts; intermediates, dyes, color lakes and toners:
explosives and fireworks; synthetic resins and other plastic
materials (including synthetic fibers and synthetic rubber);
fertilicers.

Vegetable and Animal Oils and Fats:

The production of crude oil, cake and meal, by crushing or

extraction from oilseeds or nuts, refining and hydrogenation
{or hardening) of such oil and of olive oil And marine animal
oils; rendering and refining of animal oils and fats.

Manufacture of Miscellaneous Chemical Products:

Manufacture of chemical products not elsewhere classified,
such as medicinal and pharmaceutical preparations; soaps and
other washing and cleaning compounds; paints, varnishes and
lacquers; polishes; inks; matches; candles, attar of rose (for
export purposes).

Manufacture of Products of Petroleum and Coal

l.

Manufacture of Miscellanecous Products of Petroleum and Coal:

Manufacture of asphalt paving and roofing materials; fuel bri-
quottes and packaged fuel; lubricating oils and greases not made
in petroleum refineries.

anufacture of Non-Metallic Mineral Products, Except Products of

M
—_———t s e on-lvetallic Mineral Troducts, txcept Froducts of

Peatroleum and Coal

Manufacture of Structural Clay Products:

Manufacture of structural clay products such as bricks, tiles,
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X1,

X1v,

3.

4.

5.

Manufacture of Non-Metallic Mineral Products (Cont'd)

Manufacture of Structunl‘ChJ Products (cont'd)

pipes, crucihles, architectural terra cotta; stove lining,
chimney pipes and tops; refractories.

Manufariure of Glass and Glass Products

Manufacture of Pottery, China and Earthenware

Manufacture of Cement

Manufacture of Non- Metallic Mineral Products Not Elsewhere
Classified:

Manufacture of concrete, gypsum and plaster products; mineral
wool; cutstone and stone products; abrasives; asbestos products;
graphite products; and all other non-metallic mineral products
not elsewhere classified.

Basic Metal Industries

Iron and Steel Basic Industries:

Manufacture of iron and steel incl'uding all processes from
smelting in blast furnaces to the semi-finished stage, that is,
production of billets, blooms, slabs or bars; rerolling into
basic forms such as sheets, plates, strips, tubes, rails, rods;
tinplate; rought castings; forgings.

Non-ferrous Metal Basic Industries:

Smelting and refining of non-ferrous metals and their manu-
facture into basic forms such as ingots, bars, billets, sheets,
strips, circles, sections, rods, pipes, tubes, castings and
extrusious.
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XV.

XVI,

ANNEX 1V
PAGE 7

Manufacture of Metal Products, Except Machinery and Transport
Eulgmem

Manufacture of basic metal forms into finished articles such as
tin cans and other tinware; hand tools; cutlery; hardware; hollow
ware; metal stampings; lighting fixtures; fabricated wire products;
metal shipping containers; safes and vaults; steel springs; bolts,
auts, washers and rivets; collapsible tubes; and all other metal
products not elsewhere classified. This group includes such in-
dustries as those engaged in enamelling, japanning and lacquering,
galvanizing, plating and polishing metal products; blacksmithing

and welding.

Manufacture of Machinery, Except Electrical Machinery

1. Engines and Turbines:

Steam engines, turbines and water wheels; diesel and semi-
dicsel engines and other internal combustion engines not
elsewhere classified.

2. Agriculturzal Machinery and Tractors:

Tractors, other agricultural machinery and equipment for use
in the preparation of maintenance of soil, planting and harvest-
ing of crops, preparing crops for market or performing other
agricultural operations and processes.

3. Construction Machinery and Equipment:

4. Metal Working Machinery:

Machine tools, other metal working machinery; accessories.

5. General Industrial Machinery and Equipment

6. Service Industry and Household Machines:

Laundry equipment, dry cleaning and pressing machines,
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XVIi,

XVI1I,

Xviu,

Manufacture of Machinery (Cont'd)

6. Service Industry and Household Machines (cont'd)

sewing machines, vacuum cleaners, refrigerators and com-
plete air condition units.

7. Miscollaneous Machinery Parts:

Valves and fittings, ball and roller bearings, fabricated pipes
and fittings.

Manufacture of Electrical Machinery, Apparatus, Appliances and -
Supplies

1. Flectrical Generat Transmission, Dis ribution and In-

dustrial Apparatus
2. Electrical Equipment for Motor Vehicles, Cars and Railway

Locomotives

3. Communication Equipment and Related Products:

Radlos, television equipment, telephone and telegraph equip-
ment, radio tubes.

4. Miscellaneous Electri:al Products:
Storage batteries, dry and wet primary batteries.

5. Electrical Products Not Elsewhere Classified

Manufacture of Transportation Equipment

1. Manufacture of Motor Vehicles:

Manufacture and assembly. of complete motor vehicles such as
passenger automobiles, commercial cars and buses, trucks

and truck trailers, universal carriers, .motorcycles and special

purpose motor vehicles; manufacture of motor vehicle parts
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XVIII, Manufacture of Transportation Equipment (Cont'd)

1. Manufacture of Mot~ - " shicles (cont'd)

and accessories such as engines, brakes, clutches, axles,
gears, transmissions, wheels and frames.

2. Ship and Boat Building and Repairing:

Shipyards and boat yards engaged in building and repair work;
specialized marine engine manufacturers; ship breaking yards.

3. Repair of Motor Vehicles and Cycles:

Repair of automobiles, mator trucks, cycles and any special-
imed repair work such as repair of auto tops (hoods) and elec-

trical repairs.

4. Manufacture of Motorcycles, Bicycles and Parts:

Manufacture of motorcycies, bicycles, tricycles, pedicabs
and parts such as saddles, seat posts, frames, gears and

handle bzara.

XIX. Miscellaneous Manufacturing Industries

1. Manufacture of Professional, Scientific, Measuring and
Controlling Instrumentg:

Manufacture of measuring and controlling instruments such as
gas, liquid meters, etc.

2. Manufacturing industries Not Elsewhere Classified:

Manufacture not classified in any othe} group such as manu-
facture of pens, pencils and other office materials; manufactured

ice; plastic products not elsewhere classified.
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XX. Storage and Warghousing

Cold storage.

This list is based on the classification of industries as shown in “International
Standard Industrial Classification of All Economic Activities", published by
the Economic and Social Council (Official Records Supplement No. 5 B),

United Nations, New York 1956.



Food Products

Beverages

Textiles (including spioning, dyeing
aod fintshing)

Clothing

Lumber & Wood Products

Wood-Pulp & Paper

Rubber Products & Tires

Chemicals

Plastics Products

Structural Clay Prodacts

Pottery, Tile & Earthenware

Glass & Glass products

Cemert Products

Iron, Steel & Other Metals

Metal Products

Machinery & Equipment

Electrical Machinery, Appliaaces
& Supplies

Agricultural Machinery & Implements

Manufacture & Repair of Vehicles

SINAI YATIRIM VE KREDI BANKASI ANNEX Vv
LOANS MADE BY INDUSTRIAL CATEGORIES ({TURKISH LIRA LOANS)
(THOUSANDS OF TL)
1563-1970 1571 1972 Total —
No. Total % No. _Total % Ne. _Total % No, Total %
69 76,745 8. 44 5 14,265 6.67 8 7,950 2.88 82 98, 960 7.07
12 21,500 2.37 -- -- 0.00 - -- 0.00 12 21,500 1.54
136 316,430 34.80 14 60, 666 28.137 13 118, 900 43.10 163 495,996 35.48
16 10,850 1.19 3 8,000 ° 3.74 2 6,500 2,36 21 25,350 1.81
10 10,500 | 1.16 -- 500 0.23 4 21,000 7.61 14 32,000 2.29
16 38,500 4.23 1 15,350 7.18 .. .- 0.00 17 53,850 .88
22 20,661 z.27 1 2,534 1.19 S 6,216 2.2 23 29,411 2.10
49 55,718 6.13 9 28,750 13.45 11} 26,933 9.76 69 111,401 7.9
23 26,212 2.88 2 2,300 1.08 1 600 0.2z 26 29,112 z.09
s 3,900 0.43 1 2,000 0.93 1 4,000 1.45 10 9,900 0.71
2 3,200 0.35 .. .- 0.00 . .. 0.00 z 3,200 0.23
7 3,400 0.37 3 7,150 3.34 6 4,720 .71 16 15,270 1.09
12 32,520 3.58 1 3,000 1.40 2 1,500 0.54¢ 15 37.020 2.65
73 96,367 10.60 7 11,300 5.29 8 25,750 9.33 g8 133,417 9.54
62 56,853 6.25 3 3,100 1.45 7 9.500 3.45 T2 69,453 4. 96
36 53,893 $.93 15 40,765 19.07 10 15,738 $.70 61 110,393 7.89
26 38,583 4.24 2 5,000 2.34 3 10, 000 .63 31 53,583 .8
2 2,300 0.25 .. .- 0.00 .. .- 0.00 2 2,300 0.16
3 18,472 2.03 U 5,000 .34 1 10, 000 3.63 ? 33,472 .39
24 22,750 _2.50 3 _ 4,025 _1.93 8 _ 6575 _ 2.3 _3s 33,450 2.39

Miscellanerus lodastries

TOTALS

610 354__100.0 11 213,805 100.0 275,87 20.6 77 399,038

T Jo T 9ded
€L6T ‘9 aump
T60T~d/01d-a1VY
A XANNY



Number of

(1) Amounts in excess of the $5 million AID
sub-loan balances and/or Goverament of

SINAI YATIRIM VE KREDI BANKASI
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SCHEDULE OF LOANS AUTHORIZED

UNDER $5 MILLION AID LOAN 277-H-087
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' Amount of Sub-
Type of Industry  Loane Authorised

Cement Production $ 324,717.66

Manufacture of Bricks 42,288. 60

Glass Production 274,257. 97

Cement Products 26,093, 48

In‘d\.utrlal Batteries 326, 246, 81
Copper Mining 215,109,852

Refrigerated Transp. 1.6_40.000. 00
Industrial Gases 33,502, 27.

$5,082, 213. 31(1)

loan will be met by unused
Turkey foreign exchange

*¢ Firm is an exporter of Turkish industrial/agricultural éommodmu.


http:1,640,000.00
http:326,246.81
http:26,093.48
http:274,257.97

ASSEYS
Currest Assety:

Cash on Hand and in Beaks
Acerued Inteest and Commissions
Prepaid Expensas

.TOTAL CURRENT ASSETS

Losns Recejvable:
Working Cavital Loans Recetvable (TL)

Iavestment Capital Loans Receivable (TL)
Investmeat Capital Loans Receivadle ($)

TOTAL LOANS RECEIVABLE
lsvestments:
iq.ily Investments
lovestments 1n Securities )
: TOTAL INVESTMENTS
Property & Equipmest (Net of Depreciation)

TOTAL ASSETS

SINAI YATIRIM VE KREDI BANKASI ANNEX V11
COMPARATIVE BALANCE SHEETS
(IN THOUSANDS OF TL)
ACTUAL PROJECTED
__ACT —— PROJECTED _
1968 1969 1970 _jerr_ 1972 1973 127 1373 1976
25,909 16,719 44,432 28,555 1,617 21,888 21,834 16, 427 16,292
6,851 10,586 14,989 15,130 21,935 8.200 8,000 4,983 $,000
87 93 554 170 . __ 451 550 600 650 700
32,847 27,398 59,975 44,855 24 003 30,638 30,434 22,060 21992
280,385 291,023 223,990 226,148 333,544 385,816 451,316 520,516 80, 846
41,766 182,857 283,498 367,772 394,302 462,716 517,316 575,416 55,586
-- -- 1,227 5,193 _23,402 91,280 59,334 196,079 188, 829
322,151 473,880 508,715 599,113 751 648 239,812 1,127,966 7,292,011 _ T.425.26]
32 . 2,023 4,058 s.321 5,321 12,300 17, 300 22, 300 27,300
253 __ 3,565 _ 2,446 _ 2.165 _ 2.00s 1,708 1,400 1,100

285 5,588 6,504 _ 7.486 733 14,005 18,700 23,400 28,100
487 499 630 636 560 600 600 . N 609
233,770 307,365 575,824 652,090 783, 837 283,085 1,177,700 3338 071 L.873,933
FEEnE
%8%%
Lg
"8 <
Aewa

.-‘\O 1

N ==
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http:1.4?$.91
http:1.292.01

Liabilities & Shyreholders' Equity
Currest Lisbilitige:

Accounts Payable

Accrued Taxes and Bonuses

Proposed Dividends :

- TOTAL CURRENT LIABILITIXS

=T De!

- Advances from Founder Basks
A.L.D, Counterpart Loans
A.LD. Dollar Loans
Export-lmport Bask Losa .
Advance {rom the Central Bank of Tarkey

TOTAL LONG.TERM DEBT 327,716

Shareholders’ Eoujty:

Capital Stock
Retained Earnings:
Appropriated:
Legal Reserve
Contingeney Reserve
Extraordieary Reserve
Ussaperonriasted: .
TOTAL SEAREHOLDERS' EQUITY

TOTAL LIABILITIES & SHARKHOLDERS'
EQUITY )

PAGE 2
. ACTUAL PROJECTED ,
1968 1969  _1970_ 1971 972 13273 1974 J918 ~137¢,
1,199 1,641 2,068 2,338 2,798 3,884 4,132 1,459 8,661
1,571 2,109 1,368 1,659 1. 901 2,450 2,625 3,500 4,200
2,717 - _ 2,898 2,332 2,568 2,549 3,258 3,488 4,650 5,580
5 487 6,648 5,768 6,562 7,248 9,589 10, 248 9,609 18, 441
228,552 375,097 441,013 s10,864 71,749 646,750 739, 298 831,710 935,670
9% 164 101,630 103,136 103,792 103,792 103,792 103, 792 103,792 103, 792
C e . 1,227 5,193 23,403 77,000 102,214 138,959 137, 529
. - . .- e 14,280 57,120 57,120 51,420
.- -- .- 50,696 85, 700 115, 700 145,700 175,700
476,727 545,376 619,849 749 640 927,522 ], 118,124 7, 277,28] ), 40¢.11)
20,000 20,000 20,000 20,000 20,000 40, 000 40,000 40, 000 40,000
1.1 1.716 2,089 2,534 2,987 3,582 4,219 5,069 6,089
700 1,022 1,241 1,502 1,773 2,123 2,498 2,998 3,598
. 696 1,252 1,380 1,643 1,889 2,239 2,614 3.11¢ 3, 716
22,867 23,990 24,680 25 &7 26,64 47,944 49,331 $1.1 3
335,770 807,365 75 824 "652.090 783 337 s 0SS 338.0 4



INCOME
Interest Received From:

Working Capital Loans (TL)
Investment Capital Loans (TL)
Iavestment Capital Losns ($)

Bank Deposits & Other Transacticas

Income From Security & Eguity
Investments
Commissions & 7 es
Other Income
TOTAL INCOME

EXPENSE

Interest oo Long-Term Debt
Taxes, Fees & Commissions
Persoannel Expenses

Other Cperating Expense
Depreciation -
TOTAL EXPENSE

SINAI YATIRIM VE KREDI BANKASI

ANNEX VIl
COMPARATIVE STATEMENTS OF PROFIT AND :
’ (IN THOUSANDS OF TL)
ACTUAL PROJECTED .
1968 1969 1970 1971 1972 1913 191« _jw1s. . 196
28,456 31.948 29,124 27,118 33,763 44,222 48,159 88,310 66,082
1,692 11,907 24,929 38,864 45,506 51,151 56,741 62,946 71,608
.. .- .- 338 1,230 4,260 11,700 15,698 18,19
1,352 526 5718 260 1,085 170 150 150 130
369 146 - 264 269 285 100 500 600 700
786 1,459 2,494 2,621 3,455 3,400 4,000 4,500 3,000
1‘ 4, s, 1 l_i - Ld.d _&_ e
32,729 46,035 $7,439 69,474 85,318 103,303 121,250 142,204 163,739
22,036 33,289 46,937 56,886 73,057 87,328 104,000 121,354 137,639
1,978 2,363 1,535 1,645 859 1,878 2,000 2,2%0 2,250
2,757 _ 3,355 3,79 4,793 4,986 5,828 6,400 7,000 8,000
609 526 697 83s 909 1,iT2 1,250 1.300 1,750
64 2 8y ___89 o) 100 Joe _100 100
27,444 39,508 53,049 64,248 79,898 96,303 113,756 132, 204 149. 739

2 Jo T afug
€L6T *9 aunp
160T-d/o1q-dIY
IIIA XENNY



ACTUAL PROJECTED
268 1969 1970  _je7) d372 ~1313. 1974 18, _A%ne
Iacome Befors Bonuses & Iocomme Tages 5,285 6.430  4.390 s.22¢ 5,420 7,000 7,300

Provision for Booases & Income Tax ~LS71  _2.10% ~L.36%  _L.659 _1.901 @ _2.4s0 —2823 _ 2300 __4200

NET INCOME C a3adlé $.321 3,022 3,367 3, 319 $. 330 4. !n !lm z.m
Pletrivotion of Mot Income; :

Dividends . r 4% 2,898 2,332 2,568 . 2.549 3,258 3,488 4,650 3,500
Allocations to Legal Reserve _ 463 $4s8 373 445 433 - 593 637 8s5e 1,020
Allocations te Centingoncy Resesrve 264 - 322 219 261 2n 350 378 300 0

Allecations to Extraordisary Reserve 27 356

% N 26 350 __ 315 30 __ gon

NET mn w’ J14 $ 3-21 3,022 3,367 3,519 ‘%




ACTUAL PROJECTED
1%  _igj0 T A9 iR 93 1
SOURCE:
Income Before Boruses acd Incone Taxes 6,830 4,39 s,226 5,420 7,000 71,500 10,000 12,000
Provision for Deprecistion 12 89 8 16 100 100 _100 - 100
Funds Geperated from Operations 6,502 4,k79 5,315 5,507 7,100 7,600 10,100 12,100
Loan Prinesral Collections V36 1120337 372 1ML.850 168,30k 200,246 z:an:z 359,450
Rew Borrovings from Losn Sources 149,011 ,689 Th,AT3 , 1,782  208,2% 1B, LA
Proceeds from Seles of Investment and Bonds - “1,313 300 X5 300 300
Sale of Capital Stock - - - - 20,000 - - -
Total Scarces 242,875 186,778 207,582 217,751 388,886 116,355 85,100  s33,6Q
APPLICATINS:
Fepayment of Long-Tera Debt - - - 1k,900 17,612 235,872 N,
Loans Distursed 239,00 1,172 27,11 294,384 356,068 A0 S0 A% 700
Purcheses of Investnents and Boods 5,300, 2,229 1,403 - 18 6,919 $,000 $,000 5,000
Tarchases of Property and Equirment (Het) 84 29 95 12 ik 100 100 100
Fayment of Prior Years® Inccme Taxes and Bonuses 1,51 2,109 1,368 1,659 1,901 2,850 2,603 3,90 -
Paymant of Prior Years' Dividends 2,7 2,898 2,33 2,568 2,5%9 3,258 3,008 3,650.
Increase (Decrease) in Other Mot Assets 3,301 A8 MW 56 (n,722)  “{398) {28)  (72233)
. Zotal Appliecstions M&&E_&,Qg_ 2 Ms
Increase (Docresse) ia Bet Cash (9,2) 21,13  (15,317) (26,938) 2,2n (%) (s,000) (233)

I JO T afeq
XI XINNV

tL6T ‘9 aunp
[60T~d/01a~ury



SIRAI YATIRIN VE KREDI BANKAST
SRMARY OF LOTIG-TERY{ DEET
(In ™ousanas of TL)

Year AID -ATD Total Founder Central AID chg_' Export/Import  Proposed
Eolding Quasi-Equity Counterpart AID Bank Bank 277-B- Pank Credit AID Losn
Dececbar 31  Losn Loan 1L Ioens  Loens Rediecounts $5 niliton £ b milifon $9 »11110n
1972 - - - - - 296 - -
973 - - - - 13,k02 1,k58 - -
%9!3 : - - - - 12,700 3:&% 1,120 -
975 - - - - 11: 590 9, 3)% 3”
1976 - - - - 10,615 12,480 9,250 2,646
lgg - - - - 2,389 12,291 12,:3 12,’
X - - - - - 1,573 12, > T
19719 1,808 - 1,898 - - 9,344 8,680 22,025
1” 3)1“ - 3)7’ - - 13259 G)m n)m
1%1 3'1“ - 3)79 - - 1)859 212.0 mbm
1& 3)7" - 3)79 - - - - 16,
1983 3,75 - 3,7h 1,22% - - - 12,
19564 s, 66 +965 5,242 - - - S, 922
1” 5.“5 133 6)]38 10,“1 d - - -
1966 6,005 133 6,138 59,150 - - - -
1907 6,0 132 6,137 671,852 - - - -
1” 5,w5 133 6)138 12;871 - - - -
1989 6,005 132 6,137 1k,197 - - - -
1950 6,005 133 6,138 128,659 - - - -
1”'- R 5.°°5 132 5,87 m)hgl - - - -
2% 6003 12 &3t X ' X X X
'» » - - - - -
19% A,109 133 b, 002 - - - - -
1993 2,212 132 2,344 - - - - -
1996 2,212 133 2,3hs - - - - -
1” 2,m m 2,* - - - - -
1958 2,22 133 2,08 - - - - -
1999 2,212 132 > Nk - - - - -
m 2'm 133 2,” - - - - -
om 2,212 132 2, %% - - - - -
2002 2,22 133 2,05 - - - - -
R S T T
Total: 101,151 » » TR N, %0,605 70,000 56,000 126,000
Effective Rate of Intsrest N .5%-5.08 12.67% "10.92% 6.%% o te o be
Deterained

T Jo T adng

£L6T ‘9 ounp
T60T! ~-d/0Ta-atv

X XANNY



YATIRIM VE KREDI BANKAS]

AMORTIZATION SCHEDULE OF OUTSTANDING LCANS FROM FOUNDER BANKS
AT DECEMBER 31, 1972

Matority  T.ls BeskasiA.S,

15. 6.1983
29. 8. 1983
16. ©.1903
30.11.19%83
29. 2.198¢
30. 5.190¢
31. 5.19%¢
30.11.198¢
7. 2.1988
31. S.19e8
31. 8.1988
30.11. 1985
28. 2.19%
31. 5.1986
31. 8.1906
30.11.1986
28. 2.1987
31. 5.19¢7
31. 8.1987
30.11.1987
29. 2.198
31. 5.1988
29. s.1988
30.11.1988
26. 2.1999

TL

1,202, 726.13
24,007, ¢45. 60
4,562,083, 57
6.473,669.48

31,607,352.03

-

‘n ouo ’l.- ”

24, 874.604.16

7,036,223.26
5,323,581. 7%
$5.830,298. 33

Osmmanll Baskasi

A, S,

TL

239,885. 93
709,178. 94

T78,37%.02
1.529,967. 22
1,752,231.10

203,387.40

904,379. 36

437,490.34
1,762,249, 83

845,495, 74
2.191,994.13
1,117,136, 62

339,676. 51
1.789,042.26
2,796,224.04

$63,091. 11
1.298,322. 48
1,883, 044. 65

2,665,837.32

348,630.18
3,672,821.04

Akbaok T.A.8,

TL 7,826,7%.13

1,920,1%.73
2.906,917. 9%
13,267,424.31

2,954,645, 82
13,100,264.08
2,378,683, 58
3,603,420. 64
18,218,103.33

883,157. 87

471,462, 32

. 401,597.12
2 829, 600.42
355,033.91
1,730,254.18
2,0087,575.48
685,049.44
$22.482.30
1,047,921.33
3.429,127.28
2365,093.52
2.141,675.65
1,234,190.56
2,210,473.86
2,250,09. 23
854,452. %

4,919, 720. 18

T.Garessl

I.Vskiflar Bagkae) _Bankag

TL 2%.808.78

68,518, &2
710,334 47
680, 804. 16
3,046,585, 23

1.223,412. 79
2,849,843, 87
815,7%8. 83
1.509,148.81
1.166,333. 43
663,646, 25

ANNEX X1

™

Jsal

139.088. 33
799,178.9%¢
I7%,576. 02
1,413,129.09
1,732,231.10
471,462 32
604, 984. 52
3,733,979.78
437,490. 54
2,117,283. %<
3,778,476.08
36,337,618, 14
2,268, 704. 67
7.654,773. 60
12,898, 338. 21
$4,144,912. 88

46,918,230. 2

5. 732, 527. 38
11,778,908. 38
18,441, 9%46.01
87,294,589. 14

¢ Jo T afeyg
EL6T ‘9 aunp
T60T~-d/01a-a1v
IX XANNV


http:1.,333.43
http:348,630.18
http:1,9.145.31
http:51732,52.38
http:815,796.03
http:7,036.223.26
http:44,918,230.32
http:2.349,543.57
http:13.100,244.0J
http:1.83.044.65
http:234,9s0.56
http:1.223.412.79
http:102,3.2.65
http:4.024.919.95
http:3.429.127.2S
http:2,7%224.04
http:1.047.921.33
http:I.789.042.26
http:710334.47
http:68S,049.44
http:1.117.136.62
http:2.1911994.13
http:3,773,476.05
http:730,Z54.18
http:2.966.4Z
http:904.379.36
http:20338.40
http:13,15S.37
http:1.752.231.10
http:1.529,967.22

Maturity

31. 5.198%
29. 8.1989
28.11.1989
28. 2.1990
30. 5.1990
31. 8.19%
30.11.19%
28. 2.19M

1. 3.199
12. 3.1991
30.12.1991

Tetal

T.1s Backasi A.§,

TL 6,610,653.39
66,381,045. 45
9,571,657.9%

26,713,536.07

39,036,219.19.
1L 214.036.219.19

Osmanli Baskasi
A.S,

TL 894,126.93

1,380,478.98 -

1,995.711.78

2,588,943, 77
6,162,539, 9%

IL 40.347,263.96

Akbank T.A.S.

T, Vakiflar Baakssi

* TL 2,808,173.45

5,160,830.77
18,434,490.51
7,737,621.30

20,332,053, 60

TL 119, 445,630.29

TL 758,933.72

T.Garanti
Bankgpi

TL 1,075,710.97

1,838,530. 62 4,615,125.45
144,838.44 1,614, 995.95
3,714,956.52 11,843,315.34
*3,660,938. 64 2,730,232.00
$,324,068.65 14,927,623, 79

Tl 43,753,036.08 TL 54,165,230 45

ANNEX X1
‘PAGE 2

Teta)

TL  1,834,644.69
10,155, 936.43
14,911,007.5)

102,369,523, 57

26,289,39. 61

6,162,539.%
20,251,692. 44
26,713,536, 07

$9,3€8.272. 79
IL s, 748,379, 97
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SIFAL YATIAIM VE YRRDL PANKAS]
VoA uuu’.iuuu SQUDULY

MIANCE AT BEXIOQQ

ADRTIZATION Total

—TERGS | AT DATR.
! 31.12. 1969 - - - -
3. 6.1970 1L 101,141, 392, -
) 31.12.1970 101:111.'3’;2.;; - b g'f’)g'fgf 5 T :’53’:3? g7
: %. 6.19711 101,141, 352, 3% - 2, 30 886.6) 20190, 806.6
s 12,91 103, 141, 352. 58 - 2,20, 04,26 ! 1300 494,26
H . 61972 101,141, 352, 35 - 2,¥7i,501.33 2y,
70 nanwm 101, 141,52, 38 - 2,423, 880.57 2 120138.9)
8 2. 6.1973 103, 141, 382,53 - 2, 7/0, 8¢6.63 2,90, 864.6,
9 N 12197 101, 141, )52. 32 - 2,430, £94.26 2/ 130" 296, 36
10 30. 6.3974 101, 141, 352,55 - 2,390,666, 63 2 0 86k.6
1 N.12.1974 101,141, 352,55 - 2y 430, 42426 3 o 19 20
12 30, 6.1975 101, 1K1, 352,35 - 20 30,404, 61 T
1 . 121973 101,141, 352, 53 - 2030 404 2 240 9820
u 3. 6.1776 101,141, )52.53 - 20900 51 o
15 N.12,1976 101,141, 352, 35 - e 2 oo
16 3. 6.1977 10}, 141, 382,53 - 2oty o Rt
n 322,197 101,121, 352,58 - 20330, 21k 16 AprphyRy
18 %. 6.1773 101,141, 352. 55 - 2 F 0 (60) 250 b
Iy 3N.12.1978 101, 141, 332, 5 - 30 430, 4040 a0 e
20 3. 6.2979 101,141, )52, 558 - 20390, Béh. 63 2'%0':?2'66
21 31.12.1979 10),141,352.35  TL 1,897, 601,02 2,730, 474, 26 2328 09520
22 30, 6.1300 99,743,751.5) 1,806,700, 00 ATl 0 o
2 3.12.1580 97,307,051.83 1,896,700,00 HOTERT 255 o 10
24 39. 6.1981 95,450, 351.53 1,496,710, 60 3 147,182,851
25 31.12.1981 93,553, 551.5) 1,295,700.00 1), 719,32 115 919,82
2% 30. 6.1982 91,455,951.5) 1,146,702, %) 210090050 HES
2 N, 12,1962 59,7:0,151.5) 1, 336,700. 00 2,105, 0463 Lc1,702,8
24 30, v.1983 £7,:63,551.3) 1,196,700.00 200,310, 31960, 030,49
29 31.12. 1943 45,966, 851,53 1,#95,700.00 2,009,465..05 3,946, 665.8
3 30. 6.1932 &,070,151,53 1,495,700.00 1,475, 22554 3 8711925.54
! 121904 #2,173,451.5) 3,002,151.5) 1,929, 497.71 295 b3
. b 3 200, 0, 51, 510, 2 } <
» 31,12, 1935 76,166, €03, 00 3003 700:60 :‘2£'§}¥'§§ PRI
% 30, 6.198% 73,165,900.00 3,002,700.00 1,708,573, 30 AT
3 31.12.1986 70,163, 200.00 3,002,700.00 WIS ey
% 30. 6.1987 7,160, 500,00 3,002,700, 00 1,505, ¥, % 4,571 3% 3
n 3. 12,1987 64,157, 800,00 3,002,700, 00 1,5L,93).10 - 45216931
3 3. 6.1988 61,135, 100, 00 3,002,700,00 1,476, 451.01 4'1’.29'333'02
» 3.12.1908 58,152, £00. 00 3,002,700,00 - 1,%0.19.m 42,5139
20 0. 6.1989 35,144,700, 00 3, 002,700, 00 1,219,702.48 4,382, 462,48
a 31.12,1989 52,347,000, 00 3,002,700, 00 1,220 1°0.99 21" 60,5
2 3. 6,190 19,144, 300.00 3,002,700, 00 1,130,875, 54 PR
) 31.12,1990 46, 141,600, 00 3,002,000 1,007.0U,.92 S
Q& 30, 61991 43, 13,900.00 3,002,700, 00 *993,:'d2, 61 ;'992'33:%
@ ;3.12.{3: 40,136,200, 00 3, 002,700. 00 077170047 3,940, 40,87
& . 3,002,700, 00 853,715.20 3,856, 015.20
& 31.12.1992 34,130, 000.00 3,002,700, 00 5o, 192097 -
7. 2. 6.1993 31,124, 100,00 3,002,700.00 T8 o n2 A RE AL
&9 31.12.199) 28,125, 400,00 3,002,700, 00 Prepenit 3 e 19ees
30 30. 6.3994 25,122,700, 00 3,042, 700.00 bl 3 s
5 N.12,1992 22,120, 000,00 1,106, 000. 00 Son 0 Ay
3 121994 22, 12c,000.00 3,106, 000.00 31,790.63 1,60,790.68
3) 31.12.1995 19,908, 000,00 1, 106, 000 00 e AW
3 3. 6.1996 18, 802, 000,00 1,106, 00, 00 PERTE TR
55 31,12, 3996 1,696, 000,00 1, 106, 000.00 400, 393.7¢ 1306 s
“ ”. 6.]997 ulmim'w 1 &m' ‘w)”’07‘ 5“.)”-74
3 %. 633 16,50, 000.0 J, 106, 000.00 310,206.95 1, £76,206.99
H4 3. 61996 utronm-m 1:106'w0.w ”1.2”-‘” 1,497,253.48
z ’1.”.% . ,Dmom‘m 1%' .00 320,3‘5..5 1:“0“6-05
.l 0 .W:w i-, , 000. 00 301,074.41 1,407,074. 11
& ] 12,16,000.00 »106, 000,00 27148512 1748512
62 30. 6.2000 9,954, 000,00 2126, 000.00 230,695, 34 1,256,83.3¢
6’ ,1. n.m apwlm:w :.m.m-m 51.2.'/‘]-.&5 1,”8.7‘1. ”
& 0. 6,2001 7,742,000, 00 » ot 00000 ot o 2 206, 147.
6’ )1_12.2@1 606 ’ : I.Mmom 1"2.76,.26 1."‘.76,.“
g o e 51530, 000:09 22060009 1231 h:%:gg}
. 4,424, 000,00 1, 106, 000.00 )38, ' 358,
. %. 6.200) 318, 000,00 . Fn o
® ;3'2:3&’ 2,212, 000. 00 };{g&%:gﬁ 33'3‘,3'3? },‘52'%‘3'.,
s Qo . ’ * *
» 106, 000:00 1, 106, 000,00 24,749.02 110,749,
BEST AVAILABLE COPY -
TOTAL  TL101,141,%52.55 15 98,090,192.36 IL ¥9,23,545.11


http:6,090,192.56
http:310,749.02
http:24,749.02
http:1,106,k00.00
http:106,0oo.oo
http:300OI.4o
http:1,04M.14
http:23,402.33
http:1,106,00=.00
http:1,256,53.21
http:250,$37.21
http:106,OO00.00
http:6,636,000.00
http:128,763.26
http:172,763.26
http:1,1u6ao00.02
http:7,742,000.00
http:1,306,267.87
http:200,167.67
http:250,895.34
http:110600.00
http:11,060,000.00
http:271,45.12
http:1,106,000.00
http:301,074.41
http:27,000.00
http:1,46,4046.05
http:1,106,000.00
http:14,373,000.00
http:1,476,"06.99
http:370,206.99
http:14506,335.74
http:400,035.74
http:o6,00.00
http:16,9,o000.0o
http:1,106,000.00
http:170460000.00
http:1,526,733.28
http:420,733.28
http:1,802,000.00
http:557,611.62
http:451,611.62
http:1,106,000.00
http:19,908,000.00
http:74,928.84
http:4,928.84
http:607,790.68
http:501,790.68
http:22,120,000.00
http:3,57,777.79
http:565,077.79
http:25,122,700.00
http:3,649,796.75
http:3,002,70u.00
http:28,125,400.00
http:3,710,714.72
http:708,014.72
http:3,002,700.00
http:3,792,937.78
http:3,002,700.00
http:34,130,000.00
http:3,856,015.20
http:S53,315.20
http:3,00,700.00
http:133,500.00
http:40,136,200U.00
http:3,996,54.61
http:993,i'd.61
http:3.,002,700.00
http:43,138,900.00
http:4,085,714.92
http:3,01y.,700.00
http:46,141,600.00
http:4,1.,525.54
http:3,002,700.00
http:4,231,020.99
http:3,002,700.00
http:1,Z19,762.48
http:53,149,700.00
http:4,.72,573.97
http:3,03,700.00
http:58,152,400.00
http:1,.4:',,1.01
http:3,002,70.00
http:61,155,100.00
http:4,521,633.10
http:L:,933.10
http:3,002,?00.o0
http:64,157,800.cO
http:67,160,500.00
http:4,666,939.17
http:3,002,700.00
http:70,163,200.00
http:4,711,Z73.30
http:1,7CS,573.30
http:3,002,700.00
http:73,165,900.00
http:300-,700.00
http:4,654,210.24
http:4,951,649.30
http:3,002,151.53
http:3,871,954.54
http:1,,In5,2,15.54
http:3,946,665.85
http:049,':65.85
http:1,0.96,700.00
http:4,0,792.83
http:1,:056,700.00
http:4,053,606.50
http:1,896,7U0.00
http:4,147,182.51
http:I,8),,7'o.C0
http:95,450,351.53
http:Viy0c',.lO
http:1,0'6,700.00
http:1,896,700.00
http:99,43,751.53
http:1,97,601.02
http:390,N6,.63
http:101,141,352.55
http:2,A.0,/,94.2f
http:101,141,35-".55
http:101,141,32.55
http:101,141,352.55
http:430,494.26
http:0,866.63
http:101,141,352.55
http:2,4)0,494.26
http:2,430,/.94.26
http:101,141,352.55
http:2,390,666.63
http:2,39O,&f6.63
http:101,141,352.55
http:430,194.26
http:2,430,494.26
http:2,390,866.63
http:101,141,35a.55
http:301,141,352.51
http:430,494.26
http:2,390066.63
http:2,0,U66.63
http:101,141,352.55
http:2,430,494.26
http:2,430,494.26
http:2,39o,s66.63
http:2,390,866.63

1.

3.

CHECKLICT OF STATUT~IY CRITERIA

TURKEY

ANNEX XIIX

ANNEX XIII
AID-DLC/P-1091
June 6: 1973
Page 1 of 1k

BINAI YATIRIN VE KREDI BANKASI A.O.

The following abbreviations are useds

FAA -- Foreign Assistance Act of 1961, as amendsd, incorporating
amenduents effezted by the Foreign Assistance Act of 1971

AFP -- Foreign Assistance and Related Agencies Appropriations Act,1972

FAA 86¢.102 Assistance vwherever precticable
consists of U.8. comuodities and services
furnished consistent with efforts to improve
the U.B. balance of yayments.

FAA 8Sec.20)(b). Manner in vhich loan will
promote countzy's economic develswment,

emphasising long-range jslans for developing
economic resources and production capacities.

FAA 8.c.201‘b2(12. Information and conclusion
on availability of financing from other free
vorld sources, including private sources
within the United States.

FAA Sec.201(b)(2). Information and conclusion
on activity's economic and technical
soundness, including *he capacity of the
recipient country to repay the loan at a
reasonable rate of interest.

Code 941 countries are
eligible pursuant to
MN.O. 1“11.5

Bee Sections E and ¥ of
Capital Assistance Paper

Exim Bank has extended

$s.4 million line of credit.
No other free-world source
financing eailable at this
time.

See Bection D of CAP.
Turkey cen repay ths

loan at a reasonable rate
of mh!"t.



5. FAA Sec.201(B)(3). Information and

6.

7.

«cucl.tlon an Lalsterce of ressonshlc
pronise activity will contribute to
develomment of economic resources or
increase of productive capacities.

FAA 880.201(b)(k). Information and
conclusion on activity's relationship
to other develoment activities,

and its contribution to realizabdle

long-range objectives.

FAA Bec.201(b)(5). Country's self-

help measures,

Bee Scetions E.1, E.3,
F.2ond b o7 QAP

See Bections A, D.l and
F of CAP,

The country is taking adequate
solf-help measures. In respect

to the balanoce of payments,

porhaps the mos! notable single
measure vas the 6T% devaluation

of the Turkish Lira in 1970.

The devaluation triggered a -

surge in workars' remittances

and in export performance

which is still continuing. From
the point of view of domestic
financing the Govermment has
recently completed the sale of

TL 4 billion worth of bonds to
assist in financing the 1972 budget.
These bonds were eold largely to
the private sector, and this
method of financing was in place

of the customary resort to
horroving from the Central

Bank. This relatively non-inflation-
ary financing plus more effective
control of expenditures is evidence
that the Government is <
lnproving its ability both to
control and to finance its budget.
Other self-help measures include .
a serios of investment encouragement
laws which are designed to channel
inveatment into high-priority
sectors. The Parliamcnt recently
has approvad the Third Fivs Year
Plan vhich calls for the percentage.
of GNP devotod to savings to

rise from 19.6% at the beginning
of the TFYP to 25.4% by 1977. This
means that of every 100 TL of
additional natiomal product,

38 must be saved and invested.

This goal is indicative of
Turkey's commitment to self-help %0
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CHECKLICT OF STWTUTCLS CRITERIA

TURKRY

ANNEX XIII
AID-DLC/P-1091
June 6, 1973
Page 1 of 1k

SINAI YATIRIN VE KREDI BANKASI A.O.

The following abbreviations are usedt

FAA -- Foreign Assistance Act of 1961, as amendad, incorporeting
amendments effectsd by the Foreign Aassistance Act of 1971

APP -- Foreign Assistance and Related Agencies Appropriations Act,1972

FAA 8ec,102 Assistance =“herever practicable
consists of U.S. commodities and services
furnishad consistant vith efforts to improve
the U.B. balance of payments.

FAA 8ec.201(b). Mamner in vhich loan will
promote country's economic develogment,
emphasising long-range plans for developing
economic resources and production capacities.

FAA Boc.&Ol"b!(l}. Information and conclusion
on availability of financing from other free
vorld sources, including private sources
with’n the United States.

FAA Bec.aolsbuel. Information and conclusion
on activity's economic and technical
soundness, including the capacity of the

recipient country to repay the loan at a
reasonable rute of interest.

Code 41 countries are
eligible pursusnt to
N.O. 1kh11.5

Bee Sections E and ¥ of
Capital Assistance Faper

Rxim Bank bas extended

$4.4 million line of credit.
No other free-world source
finarcing available at this

time.

See Bection D of CAP,.
Turkey cen repay the
loan at a reasonable rate
of interest.



5. PAA_Sec.201(B)(3). Information and

6.

T.

«cucl.ion an valsieice of reasonenhlc
proaise activity will contribute to
development of economic resources Or
increase of productive capacities.

FAA Sec.201(b)(4). Information and

conclusion on activity's rslationship
to other dsveloment activitiss,
and 1i{s contribution to realizabdble

long-range objectives,

FAA Bec.201(b)(5). Country's self-

help measures.

See Sactions Eol, 303,
¥.* ad b oof O,

See Bactions A, D.l and
F of CAP,

The country is taking adaquate
self-help measures. In respect

to the balance of paymonts,

porhaps the most notadle single
measure vas the 6T% devaluation

of the Turkish Lire in 1970.

The dsveluation triggered a -

suwxrge in workers' remitiances

and in export performance

vhich is still continuing. From
the point of view n~f domestic
financing the Covernment has
recently completad the salec of

7 4 billion worth of bonds to
assist in financing the 1972 dudget.
These bonds vers sold largely to
the private sector, and this
method of financing wvas in plzce

of the custamary resort to
horroving Zrou the Central

Bank. This relatively non-inflation-
ary financing plus wore elfective
control of expenditures is eviaence
that the Government ls -
improving its ablility both to
control and to finance its bdbudget.
Other self-help measures include |
a sorics of investment encouragement
lawp which are designed to channel
investment into high-priority
sectors. The Parliament recently
has approved the Third Fivs Year
Plan vhich calls for the percentage
of GRP devotod to savings %o

rise from 19.6§ at the beginming
of the TFYP to 25.4 by 19T7. This
wmeans that of every 100 TL of
addi{tional natioml product,

38 must be saved and invested.

This goal is indicetive of
Turkey's comitment to self-help to



8.

9.

FAA Sec.201(b)(6). Informmtion and

conclusion on poasible effects on U.B.
econamy, vith special reference to
areas of substantial labor surplus.

FAA 8ec.201(db + Information and
conclusion on the degree to which the
country is making progress toward
regpect for the rule c? law, freedmm
of expression, and ¢~ the press, and
recognition of the importance of
individual freedom, initiative, and
private enterprise.

FAA 80e.201‘b“8[. Information and
conclusion on the degres to vhich
the country is taking ateps to
improve its climate for private
investnsnt.

finance 1its {ndustrialisation
progrem,

It is antioipated that most,

if not all, of amount of

loan will finance goods of
U.8. source and origin.

No information can be developed
as to vhether any aspecific
iabor surplus area will bde
benefited.,

Despite criticism within and
without Turkey that Turkish
suthorities have been overly
repressive against dissent,
ve believe that Turkey

hes made satisfactory progress
towverds all of these goals.
Particularly important is the
Government's promise that
elections will be hold,

as constitutionally required,
in October, 1973.

Although there remains a
strong tradition of public
sector investment dating

back to the early days of the
Republic, there is a growing
enphasis on the private
sector'’s role in investment
and production. The latest
officia) statements and
decrees bave increased and
encouraged the use of private
sector investment import
guotas., Furthermore, the
several-facetad encouragement
scheme (custom tax exemptions
and deferments, low cont
medium term credii, tax rebates,
etc.) havs been applied to
private firmms throughout
Turkey. The Undersecretary
of the Ninistry of Industry
bas called for majority private
ownership in joint public-
private activities so that the
profit motive wight laad to
more efficiency.
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15.

17.
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. Information and
conclusion on vhether or not the
ertivity to be financed will
contribute to the achievement of self-
sustaining growth.

FAA Bec.201(b). Complimnce with
requirement that funds not be

used to maks loans to more then
twenty countries in any fiscal

year.

FAA Bec.201(b). Inforwation and
canclusion on ressonable prospects of

repayment.

FAA Bec.201‘d[. Information and con-
clusion on legality (under lawvs of
the country and the U.8.) and
reagsonableness of lending and
relending terms.

FAA 8ec.201‘¢2. Information and

conclusion on aveilability of an
application together with

sufficient information and assurances
to indicate reascnably that funds
will be used in an economically and
technically sound manner.

FAA Sec.201(f). If a project,information

and conclusion vhether it will promote
the oconomic development of the

requesting country, taking into sccount

the country's human and material res-
ource regquirements and the relation-
ship between the ultimate objectives
of the project and the country's
overall economic dsvelopment.

FAA Sec,201(F). If a project, informaticn

and conclusion whether it specifically
provides for appropriate participation
by private enterprise.

BEST AVAILABLE COPY

The Project will have that
effect. See Sactions A
Del., Lud. Lo5 und F ot the
CAP,

This limitation will not be
violated,

Ther~ are good prospscts for
thh repayment of the loan.

The terms are lawful under
U.G. lawvs and appropriste
assurances of their legality.
under Turkish law shall be
obtained as a condition
precedent to disbursement.
The loan terms are reasonable.
Relending terms will be
approved by A.1.D.

An application has been received,
Expected soundness of economic
and technical usage of funds

is covered in Bections A.D.1,
D.2, Eo3 and ¥ of the Wn

The economlc development of
Turke, will be promoted. Account
has boen taken of the impact

of the loan on Turkey's overall
economic develoyment. GSee
Bsctions A, B.3 and F. of the
CAP,

The private sector of the Turkish
economy will be the prime
beneficlary since funds mads
availadls under the loan can be
used only for relending to private
sector enterprises. SYKB 1o itself
a privats sector entsrprise.
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FAA Bec.202(a). Total amount of
27y under loan vhich is going
directly to private enterprise, is
going to intermediato credit
institutions or other Yorrowers for
use by private enterprise, is being
used to finance imports from private
sources, or is othervise being used
to finance procurements from private
sourceg,

FAA Bec.207(a). Information that U.8,
assistance places appropriate
emphasis on encoureging strong
economic, political, and social
institutions needed for a progressive
democratic society.

FAA Bec.208(b). Information and
conclusion on the extent to vhich
the country 1s creating a favorebhle
climate for foreign and domestic
private enterprise and investment.

BEST AVAILABLE COPY

All of %he loan will be

uned to finance importns by
the private scctor, throush
SYKB, an intemmediate crodit
institution, Dollars provided
under the loan will be used to
procure goods and services
from the U.B. private sector
and Code 941 countries.

U.5., nsslstence places appropriats
oaphasis oh encoureging strong
cconomie, political and social
institutions needed for a
progressive democratic society.

A key purpose of U.S. assistance
to Turkey ia institution

bullding. In this loan a key
development banking institution
will be strengthened with
mechanisms built in to encourags
loans to relatively less-developed
areas of the country.

asaisting in the mobilization of
private resources for development,
this loan will expand popular
rarticipation in the development
process.

Turkey is making satisfactory
progress in the area of encour-
aging foreign private investment.
From 1951 to 1970, authorized
private foreign investment in
aon-petroleun activities amounted
to T 2.5 bvillion ($178.6 million
at current exchange rete) of
which 36.9% wvas actually carried
out. Petruleun exploretion and
refinery investment by foreign
companies came to $307.3 million
for the period 195% through 1971.
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FAA Bec.208(c). Informtion and
conclusion on the extent to which
the country is increasing the
role of the peopls in the
develomental process.

FAA Sec.208(e). Information and
conclusion on the extent to which
the country is to make
contributions of its own on the
projects and programs for vhich
asslstance is provided.

FAA Sec.208{g). Information and
conclusion {other than above) on
the extent to which the country
is responding to the economic,
political, and social concerns

of its people and shoving a cleer
detarmination to take effective
self-help measures.

Between 1971 and 1972 private foreign
investmant was hesitant to enter
Turkcy because of unstable prlitical
conditions and the difficuliy of
mesting four conditions set forth

by the "above parties government” for
foreign investment (the maximum

k9§ foreign ownership wvas probably
the most difficult condition).
However, aince late 1972, this
latter requirement has beon de facto
abolished and statements oncournging
private foreign investment have been
forthcoming from high governmont
officials. (Bee also FAA Bec.
201(b)(8), ¥o. 10 avove)s

Turkey is increasing the role of
the people in the developmental
process through its damocratic
institutions and through such
nechanigms as village and faimer
cooperatives. The TFYP was dasbated
and passed by the popularly elacted
Parliament. The land reform
legislation proposed hy the GORT
requires that in order to receiva
land, fermers must belong to
cooperatives. Popular involvement
in the country's development also
takes place through the financing
of numerous investment projects
by private pension funds.

The amount of contribution of funds
from SYKB itself and its Founder
Banks is considered adsquate.

The GOIT i{s responding adequately to
such concerns and is taking cufficient
self-help mcasures. The TFYP is
intended to be a first step toward
Turkey's integration vith the
European Common Narket. A number

of reform measures are pending,
inclunding land and tax refom.



24. FAA Bec.281, Extent to vhich the

25.

26.

loan wil). contribute to the
objective of ussuring meximum
rarticipation in the task of
econamic development cn the part
of the people of the ing
countries, through tre encourege-
ment of democretic private and
local govermmental institutions,

FAA Bec.601l(a). “ormation and

conclusions whet: . loan will
éncourage efforts of the countyy
to: (a) incresse the flow of
international trude; (b) foster
rivate initiative and conpetitions
fc) encourege development and

use of cooperetives, credit unions,
and savings and loan associations;
() discourege monopolistic practi-
ces; (e) inprove technical
efficiency of industry ~griculture,
and cammerce; (f) stren. then free
labor unions,

FAA Sec.601(b) Information and
conclusion on how the loan will
encourage U.8, private trade

and investment abroad, and how it
will encourage private U.S.
participation in foreign assistance
programs (including uee of private
trade channels and the services of
U.S. private enterprise.)

While the final form of these meagures
1s not yot known, it is quite clear
Wt oy wodifications In the SORL '
proposals will be made by the populurly
6lected Parliamont. Bolf-holp measures
are discussed above under Section
201(b)(5) (No.7).

This loan will contribute to that
objoctive by meking loans to firms
in the private sector which contribute
to the economic develomment of Turkey.
It is anbticipated that these firms
vill in turn bscome more attractive
opportunities for investment by private
citizens. The demand for such
opportunities is currently very high
in Turkey.

(a) the loan wi1) encouruge the flow
of internatirnal trade by prov. iing
for the export of goods to Turkey

from the U.8. (primarily) and Code

941 countries; fb) private enterprise,
initintive and campetitf n will be
encoursged; (c) ths loan will have

B0 dir~"t effect on the development
and us. “f cooparatives, credit

unions and seving and loan associations;
(4) 1t 10 one of the goals of SYKB

to reduce monopolistic practices to

the extent that 1t «.2s not lead to
uneconamic practices; (e) another prime
BYKB goal is to foster technical
efficiency of industry; (f) the

loan wil). have no measurable effect

in strengthening free labor unions.

The loan vil) finauce and encourage

the export of U.3. goods and aervices
to Turkey. Moreover, this loan is
oriented towvard the strangthening of
the private sector of the economy., A
stronger and more vigorous yprivate
sector should increase the possibilities
for participation by U.8. capital and
provide a better market for U.S.

preducts.
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FAA 8e2.601(8), Conclusion apd
supporsing information on campiiance
vith the Congressiocnal policy that
engincering and professional services
of U.8, firms and their affilintes

are to be used in connection vwith
capital projects to the maximm extent
consistent vith the pational interest.

FA Bec. 602. Information and conelu-

30.

sions vhether loan will permit Amarican
small business to participate equitably
in the furniching of goods and services
financed by 1it.

FAA Sec.604(a)., Compliance with

restriction of commodity procuremant
to U.8. except as othervise determined
by the President and subject to

statutory reporting requirements. -

¥FAA Bec.60M(b), Compliance with
restriction that no funds be used
to procure bulk comuodities at
prices higher than the market price
prevailing in the U.8. at time of

purchase.,

FAA Soc.608(d). Compliance with
requirement that marine insurence

on commodities be purchased on
conpetitive basis or, if the
rarticipating country diccriminates
against any marine insurance company
authorized to do business in any
Btate of the United States, that
insurance be placed in the U.8.

FAA Sec.608(e). Information as to

the utilisation of excess personal
property In lieu of procurement of
nevw itams.

Tt 1s enticipated that engineering
3nd protessional servicea for
technical assiatance to certain
subloan projects will be obtained
from private sources in the U.S.
Bes section B.1 of CAP.

Normal Emall Pusiness Publication
vill be required.

Codc 941 countries are eligible
pursuant to N.0. 1411.5

o cmmodiths will be procured
in bulk,

This w11l bo complied with.

Excess property utilization is
considered inconsistent with
the nature and structure of
this loan. '
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33. FAA 8ec.611(e)(1), Information and con- All necessary planning has

35.

36n

37.

clusion on availability of engineering, been accampliched. The cost
(l.24ad, and other plans nccossary to Lo the Sotod Stiater G ) 1anited
carry out the assistance and of a to the maximum funda available
reasonably firm estimate of the cost of under the loan.

the assistance to the United States.

FAA Bec., 8){8). Necessary Legislative All Government of Tarkey legis-
action required within reciplent country lJative action required will be
and basis for reascnable anticipation such accomplished,

action will be completed in time to pemmit

orderly accomplishment of purposes of

loan,

FAA 8oc.611(c). Compliance with This Section will be complied with.
requirement that contracts for construc-

tion be let on competitive basis to

maximum extent practicable.

FAA Sec.6l1(e). Compliance with the Buch a certification has been
requirement that for all projects executed.

estimated to cost in excess of
$1,000,000, the principal officer of
AID in the country in which the project
is located certify as to tho capability
of tho country (both financial and
bhuman resourcee) effectively meintain
and utilize the project taking into
account among other things the
maintenance and utilization of projects
in the country previously financed

or assisted by the U.8. (Such certi-
ficatione are tv be approved by the
Adninistretor or appropriate assistant
adninistrator per Delegation of
Authority #75 before assistance is

authorized.
FAA Sec.612(b) and 636(h). Appropriate No such steps are required
steps that have boen taken to assure or possibles for this loan.

that, to the maximum extent possidle,
the country is contributing local
currencies to meet the cost of contrac-
tual and other services and foreign
currencies owned by the U.8, are
utilized to meet the cost of contractusl
and other services.

BEST AVAILABLE COPY



38.

39.

h.

FAA Sec,620(s), Complisnce with Turkey is not in violation
prohibitions cgainst assistance to of thesc sections.

Cue and any country (a) which

furniahes assistance to Cuba or failed

to take appropriate steps by Fobruary W4,
196k, to prevent ships or aircreft under
its registry from carrying equipment,
materials, or supplissc from or to Cube;

or (b) which sells, furnishes, or permits
any ships under its registry from carrying
items of primary strategic significance,
or items of economic assistance.

FAA Sec.620(b), If assistance to the Turkey 1s nct convruiled Uy

Goverment of & country, existence of the International Communist
detemmination it is not controlled Yy movenant.

the international communist movement.

FAA 8ec.620(c). If mssistance to the Turkey is not in violation
government of a country, existence of of this section.

indebtadness to a U.8. citizen for goods
or services furnished or ordsred where
such citizen has exhausted available legal
remedies or vhere the debt is not denied
or contested by such govermment or the
indebtedness arises under an unconditional
guaranty of payment given by =uch
governmant.

FAA Bec.620(d). If assistance for say 8uch exporte are not
productive enterprise vhich will ccapete contemplated,

with U.8. recipient country to prevent

export to the U.S, of more than 20§

of the enterprise's annual production

during the life of the loan.

FAA Sec.620(e) (1). If assistance to Turkey is not ineligible
the govermnent of a country, extens to under this Section.

vhich 1t (including governmant agencies

or subdivisions) has, after January 1,
1562, taken steps to repudiate or mullify
contracts or taken any action vhich bas
the effect of nationaliring, expropriating,
or othervise seiring ovnership or control
of property of U.8. citizens or entities
beneficially owned by them without

taking appropriate steps to discharge

its obligations. .
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43. FAA Bec.€20(f). Complisnce with urkey 1e not & comsunist country,
prohibitions against assiatance to

8ny comsunist country,

bL, PAA Sec.620(a). Compliance vith prohi- Loan funds will not be used for
bition egainst use of asaistance to such purposes,
compansate owners for axpropriated
© or nationalized property.

LS. PAA Bec.620(}h). Campliance with regu-  Such conpliance is assured.
lations and procedures adopted to
ensure against ves of assistance
in 2 menner vhich, contrary o the
best interests of the U.6., promotes

or activities of ths Cormunist-bloe
countries,

46, PAA 8ec.620(1). Existence of deter- No such action {s contemplated
zmination that the country is engaging by Turkey.

in or preparing for aggressive military
Offomo

k7. PAA Bec.620(1). Information on represent- No such information has been receive
ation of the country at any internatio-
nal conference vhen that representation
includes the planning of activities
involving insurrection oz subversion
against the U.8. or countries
receiving U.8. assistance.

48, FAA Bec.620(1). Existence of a determi- Police, gendarmerie ana security
nation that the country has pemitted forces in Turkey have the

or failed to prevent destruction ct capability and have demonstreted
U.B. property by mob action or has their readiness to prevent
failed to teke steps to prevent a such mob action,
Tecurrence and to pay compensation,

k9, FAA Bec.60(k). If construstion of This prohidition will not be
productive enterpris vhere aggregate violated,

value of assistance to be furnished
by U.8, w111 exceed $100 million,
identification of statutory

authority. :
0. FiA Bec.620(1), Consideration vhich has  Turkey has un investment
el eivan by Gong.i'g mesistunce to the guamnty rrogiam in fo:ce.

govecrnnent of a country which atter
December 31,1966, has failed to institude
the investment guarraly progrem for the
spescific risks of inoomrtzbmw and
expropriation or :onfiscation,

BEST AVAILABLE COPY
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51,

J3.

5.

5T,

FAA 6ec.620(n). Complisnce with
prohibitions against assistance to
countries vhich traffic or permit
trafficking with North Viet-Nem,

FAA Sec.620(o). Ifr country Las seised, or
inposed any penaity or sanction against,

any U.8. fishing vessel on account of
its fiahing activities in international
waters, information on the cone {deration
vhich k=3 been given to excluding the
country from assistance,

FAA 800.690‘22. U.A.R. restriction,

FAA s Existence of default
in paymant r any Foreign Assiastance
Act loan to the country., ‘

FAA Sec.620(s). Consideration of wmther

c Ty is devoting an umeocsssary
percentage of its budget for nilitary
purposes, or using foreign exchange for
military equipment, and the amount
spent for the purchase of sophisticated
veapons systems,

FAA Bec Compliance with
prohibition on aid 1f couatry has
sovered diplomatic relations with
U.8. unless heve been
negotiated after resmmption of
relations,

FAA s.o.ﬁeoguz.uum of the country with
respect to its dues, asgesements, and
other obligations to the United Retions.

FAA Bec.636(1). Compliance with prohidition
onf ¢ non-U.8.-manufactured modor
vehicles (except vhere special circumstances
exist and a vaiver is authorised.)

Turkey is not ineliginhle
unésr section.

¥o such mction has been
taken Yy Turkey.

Not applicable.

Negotiations are continuing
betaween the GORT and UBAID

over the payment of three bills
of collection totalling about
$30,000. In view of the fact
that negotiations are still
proceeding and of the mmall
amount involved, it is consider-
ed that Turkey is not ineligidle’
under this section.

Turkey is not devoting an
unnecessary percentage of its
budget, or unnecessarily using
foreign exchange, for nilitary

purpose and equipment,
Consideration has been given
to the amount spent on
sophisticated weapons systems.

Not appliceble,

Turkey 1s not delinquent in
its U.N. obligations. '

This requirement will be met.
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61l

67.
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App.Boc,108 Coxmplisnce with requirement
that jayoents in excess of $25,000 for
architectural and engineering se:vices

on any on# project Lm reportad to Congress.

App 8ac. 104 Compliance vwith bar againss
funds to pay pensions, eotc., for
nilitary personnsl.

App Sec,106. Compliance with requfrement
for approval of contractors and coat-aet
terms for capital nrojects.

App Sec.108 Compliance with bar sgeinst
use of funds to pay assessments, etc., of
U.R.

FAA Bec.209. Desirability of furnishing
assistance through multilateral or

regional programs,

FAA Sec.h8l. If country has failed to
taka adsquate step. to prevent narcotic
drugs from entering the U.B.unlawfully.

FAA 8ec.605(e). Compliance with
restriction against procuring with A.XI.D.
funds agricultural commodities outeide
the U.S. vhen the domestic price of

such comuodity is less than parity.

FAA Bec.611(b); App Bec.10l

Complisance with requirement that plans
for any water or relatsd land resource

construction projecta or progrem
shall include camputation of benafits

end costs,

FAA Bec.619. Compliance with restriction
on assistance to newly independent
countries.

BEST AVAILAB

LE COPY

Wbils the use of engineering
aervices financed vith loan
funds is expected, no paymeuts
in excess of $25,000 are
snticipated. Hovever, any
guch punent will be reported,

Funds will not bs used for
such purposes.

Such cempliance will be made.

Loan funde wﬂ.l not be used
for such purposes.

No funds from other donors

are avallable for this project
at this time. It is hoped that
they vill become availadle

in the future. This project
does not lend itemelf to a

regional program.

Turkey is cooperating fully
in eliminating 11licit trade
in narcotic drugs.

No agricultural commodities
will be procured with fundas
provlided under this loan,

Given SYKB's charter, no water
or related land rxesource

construction project or program
will be financed.

Twrkey 1s not a newly independsnt
country.
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68, FAA Bec.&o‘ﬂ, Comnliance vith ¥ot applicable,.
rastriction oo assistance to (Oreece.

. YAA ve,620(w). Compliance with Not agplicauble.
restriction on sssistance to Pekiastan.

<\
<.

TO. FAA 8cc.6§§. Compl isnce with Not applicadle,
restriction on essistance to Cambodia.

Tl. FAA Bec.65). Compliance with This action has been complied with,
restricticn on obligation or
expenditure of funds while
certain funds appropriated for
domestic uses are impounded,

T2. App 8ec.109 Compliance with requirement This requirement will be
vith regard to fimancing construction - complied with to the extent
work performed by third country mationzis. it is epplicabdle,

T3. App Sec.110 Compliance with requirement Not applicuble.
vith regard to financing iron and steel
preducte for use in Vietnam.

Th. App Sec.l12 Compliance vith Not applicable.
restriction on assistance to Yndla or

Pekistan



ANNEX X1V

AID-DLC/P-1091/A

June 6, 1973 (Draft)
DEPARTMENT OF STATE Paege 1 of 2

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON. DC 20523

A.I.D, Loan No.
CAP N()l
Pro,ject No.

CAPITAL ASSISTANCE LOAN AUTHORIZATION
Provided from: Development Loan Funds
Turkey: Sinai Yatirim ve Kredi Bankasi A.O.

Pursuant to the authority vested in the Administrator of the Agency
for International Development (A.I.D.") by the Foreign Assistunce

Act of 1601, as amended, and deleghtions of authority issued thereunder,
I hereby authorize the establishment of a loan pursuant to Part I,
Chapter &, Title I, the Development Loan Fund, to the Government of
Turkey ("the Government") of not to exceed Nine Million dollars,
($9,000,000), such funds to be made available by a reloan to Sinai
Yatirim ve Kredi Bankasi A.0. ("SYKB"), a Turkish corporation, for

use by SYKB for medium-term and long-term subloans to private Turkish
entities for industrial sector projects and to finarce the services

of consultants toadvise SYKB and sub-borrowers on matters related to
itsor their operations, this loan to be subjec: to the following terms
and conditions:

1. Terms of Repayment and Interest:

(a) SYKB shall pay to the Government in the currency
of Turkey: |

(1) principal amounts, equal in the aggregate to °
the princival amount of this loan, within
fifteen (15) years from the date of the tirst
disbursement under the loan; and

(ii) interest on outstanding principal amounts
payable under this loan to the Government,
at a rate per annum agreeable to AID,

(b) The Government shall pay to AID in United States Dollars:
(i) the disbursed amount of the loan within forty (LO)
years from the date of the first disbursement under the
loan, including a grace period of not to exceed (10)
years; and (ii) interest av the rate of two percent (2%)
per annum on the disbursed balance of the loan for tho
(10) vears following the date of first disbursement and
three percent (3%) per annum on the outstanding

balance thereafter.
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Other Terms and Conditions:

(a) Equipment, materials, and services financed under the
loan shall be procured from t.le United States and
Code 941 countries.

(b) Submission of a reloan agreement between the Government
of Turkey and SYKB, acceptable to A.I.D,

(c) Such other terms and conditions as A.I.D, may deem advisable.

Assistant Administrator
Bureau for Asia

Date
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AUTHORIZATION OF 3y Ve Loy idl GF CAoriat s8sT8TANGE APPLTCATION

Vi Moty VEOF Carrrar, CaoRiLvel
(1) Counicy : TURKEY
(2) Amount : 59,000,000

(3) Borrower : Covernxent Republic of Turkey

(&) Purpose : Relending co Sinail Yutirim ve
Kredi Bankasi (SYKB), a Develop-
went Bank

(5) Capital Assistance Officer : M. M., Pchl

(6) Counscl : M. G. Kitay

(7) Enginecer : NA

(8) Desk Officer ¢+ B. Langmaid

Reéglonal Assistant Administrator or Designee

Date

Clearances: (as designated by regional bureau)
ASIA/CD, TLustig
ASIA/CC, SStein
ASIA/NE, BLangmaid
PPC/DPR, AHandley





