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DEPARTMENT OF STATE
 
AGENCY FOR INTERNATIONAL DEVELOPMENT
 

WASHINGTON. D.C. Z05Z3 

UNCLASSIFIED 

AID-DLC/P-1091
 

June 6, 1973 

MEMORANDUM FOR THE DEVELOPMENT LOAN COMMITTEE 

SUBJECT: Turkey: 
 Sinai Yatirim ve Kredi Bankasi A.O.
 
(SYICB) 

Attached for your review are the recommendations for

authorization of a loan in an amount not to exceed $9.0

million to the Government of Turkey, such funds to be made
 
available by a reloan to Sinai Yatirim ve Kredi Bankasi A.O.(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 finance the services of consultants
 
to advise SYKB and sub-borrowers on matters related to its or
 
their operations.
 

This loan proposal is scheduled for consideration by the
 
Development Loan Staff Committee at 
a meeting on
 
Monday, June 11, 1973.
 

Development Loan Committee
 
Office of Development
 

Program Review
 

Attachments:
 
Summary and Recommendations
 
Project Analysis
 
ANNEXES I - XIV
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SUMMARY AND) RECOMMENDATONSSINAYII VE KREDI BAN A__ ..
 

2. Borower. The Government of thm ]Re?),.jbc of Turkey (W..,Y, 
2. Anount- $9-000,0(0 (Nine Million DoIlars) 
3. Loan Terns. The GORT will repay unconditiowdllyover 40 years. including in U.S. dollarsa 10-year grace period,U.S. dollars, the amount disbursed inwith interest on the outstanding amouct of the loan of 2% perannum 
during the grace period and 3%per annum thereafter. The GOU1T
will reloan the loan funds in dollars to Sinai Yatirim(SYKB). The terms of this ve Kredi Bankasireloan are discussed in Paragraph S below.
 

4, Descrip o P 
 t: The loa,in U.S. dollars to private Turkish 
will enable SYKB to make subloansanties for investment projects in industral a-,tr . Sibloans In exceoe of $250, 000 will
Tbe ,itblootin be approved by A 
 I,sall be used for procurement of materinle and servic,the US. and from Code from941 countries. Loan funds rnay also be uced tofinAnce tho servicea of U.S. and Code 941 country consultants related to theoperations of SYKB and of sub-borrowers. 

or long.term with a 
TFa sublans shall be mediumrepayment schedule of not less than three yearsmore than ten years. In no norevent shall any repaymentsubloan be due later than fifteen (1S) 

o any part of any
years from the date of the first disbursement under the loan. 
5. 
Terms of Reloan: 

amounts due from, 

SYKB shall repay the principal to the GORT in
or prepaid by. the sub-borrowersof installm~ents on dates of matarityof each individual subloan.GORT semi-annually at a 
SYKB shall pay interest to the
rate yet to be determined In negotiations between
the two: it is anticivated that the rate will be 6%. the level applicable
Loan H .087, to
with consideration to be given to lowering the reloan interestrate to SYKB for subloans made in specified "underdeveloped"Turkey. as areas ofdefined in the Turkish Third Five-year Plan (TFYP). Allre.
loan terms will require approval of A.!. D. , as will any amendments. 

Subloan borrowers will bear the risk of exchangerepayment, rate fluctuation.of principal and payments of interest will be made in Turkish 
All 

lira. or such other currency as 
repayments or payments 

is legal tender in Turkey at the time suchare due. 
payments shall be stated in U.S. 

The amount of these payments and redollars and be paid In the amount of 
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iLurrency of Turkey equiv anet to the U.S. dollar anauunt cornputdV1u1
 
the basis of the official r'mte 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 psyments 
are
 
actually paid to the GORT by SYKB.
 

6. .Purpose of Project: This project in designed to: (a) further assistSYKB 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 is acticiVated that siding private industry will promote the more
rational allocation of resources by increasing the use of the price system
and other rnrket mechanisms for determining those ?!locatfons, an U-1
channelling the funds through one of Turkey's development banks will en. 
hance the prospects for more productive investments with funds made
 
available from the loan.
 

7. Background of Proect: SYKB was established in 1963 by five Turkish
conmercial 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 loA.s. 
In 1967, the bank decided to expand its activities to incltide investment
 
capital 
loans and to obtain foreign exchange resources to finance a wider
 
range of capital equipment and services 
for its borrowers. Accordingly, 
a request was made to A. I. D. for a dollar loan to the bank (A. I. D.
oreviously loaned SYKB over $8 million l / equivalent in 

had 
Turkish lira funds).

The result was Loxn 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 h,%s steadily in
creased. After a slow start, the disbursement of Loan H1.087 proceeded
quite expedifiodisy it was fully committed by the end of the first quarter
of 1973. During tne period of implementation of Loan H-087, SYKB hars
increased its overall competence and expanded its perceplon of its rol, ,: 
a full service development bank in the context of Turkey's present stage of
development. SYKB has recently become a Cooperating Financing Fzr,;1it.y 

./ Computed at TL 14 z $1 currently i effect. 
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of tl,'c U.S. Export-Ini poit Rank and has gained !hvrhya $4.4 nllv a
 
line of credit for use by its customnrs.
 

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

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

10. Statutory Criteria: Satisfied--see Annex XIII. 

II. Issues: None 

12. Recormmendationa: That a loan not to exceed NinE Million Dollar* 
($9. 000, 000) be made to the Government of Ttirkey, such funds to he . 
available by a reloan to Sinai Yatirim ve Kredi Banka-0 (SYKB), a Tur-iqh
Corporation. for tie by SYKB for medium-ternm ;.nd long-term eubloans to 
Turkish prvate industry for investment and invertment..related purpose.qo
This loan to be subject to the following terms and conditions: 

1. Terms of Repayment and Interest: 

(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 (15) years from the date 
of the first disbursement under the loan; and 

(ii) Interest at the rate not to exceed six and one-half 
percent (61%) per annum on outstanding principal amounts payablt 
under this loan to the Government, computed on disbursed funds. 

(b) The Governrient of Turkey shall pay to A.1. D. in United 
States Dollars: 

(i) The disbursed amount of the loan within for.y (4 
years from the date of the first disbursement under the loan, in. 
eluding a grace period of not to exceed ten (10) years; and 
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(i) Interest at the rite of tovc, percent (27*) pur 
annum on the disbursed balance o*f the toan for the ton (10) year,
following the date of first disbursemient and thret our.ent (3%) 
per annum on the outstanding balance thereafier. 
2. Other Terms arnd Coniio|: 

(a) Equipment, materials and serv ,.'. fiianced under tk,, 
loan shall be procured from the United States znd Code 941 
countries. 

(b) Submission of a reloan agreement between the Govern
ment of the Republic of Turkey and SYKB, acceptable to A. 1, L. 

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

LoAn Committee: AXD/W USAID/TURKRY 

Loan Officers .Ton R. Baughman 
Zac, ary M. H.thrn 

Economists Charles K. Mantn 

Desk 

Counsel 
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.-TRODCr.!C. 

The Government of Turkey has requested a loan of $9.000,000 from 
A. I. D. for relending by Sinai Yatirim ve Kredi Barnkasl, A. 0. (SYKB) 
to Turkish private ontmrprise for Industrial projects. This Cepital
Assistance Paper appraises SYKB In connection with thls reqnest and 
focuses on related devolopments in the Bank and thm Turkish economy
since the previous A. I. D. Loan 277-H-087 to SYKB was authorized in 
June 1968.
 

SYKR was established In 1963. It is one of two private industrial banks
 
In Turkey. A.I.D. previously has made four Turkish lira loans ($8.. 1
 
million equivalent at the curr.ant 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 industrial investmtent (aee Section B, Description of SYKB, below),,
In ! 964, A. I. D. made Its first loan to SYKB, TL 60 million from counter. 
part funds to be used in making working capital loans. In late 1967,
A. 1. D. made two further counterpart loans to SYKB in the amounts of 
TL 15,000, 000 and TL 2, 01,901, and arranged for an eventual trans.. 
far to SYKB from Tllrkiye 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 these funds to SYKB as they become available from repay.. 
ments on loans TSKB has made from the Fund. 

Theso infusions of money into SYKB were in the form of loans bearinp,
either 4. 5 or S. 0% interest. In 1969. the amount of principal outstant' 
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 total 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 hel the Bank improve its debt/equity ratio 
and quality it for an A. I. D. dollar loan. 
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Negaoiitjunb f'u SYB a first foreign exchnnge Io.it were begun with 
A.I. D. in 1968. This loan tA.I.D. Loan Z77-i; 087) was authorizeJ 
by A. I. D. ir. Jwe 1968 In Oie amount of $ . 0 million. The Loan
 
Alraement 
 oas signed on September 17. 169. 'iYf'B .iuthoriad the 
lnittr. sabla-in unuieA the Agreement in Nnoeibe-r V)70. The delay
bet,%een loan aporovpt and the initial implmrrentation of the loan was 
attributable to loan-related negotiations and, subs equently. the me
chanics of implementing an :,rrangement satisfactory to A. I. D. for
 
Improving the debt/equity ratio of the Bank.
 

These initial difficulties were followed by a period of stagnation in
 
private fixed investment in 1970 and 1971 resulting from mounting
 
political unrest in the country which culminated in March 1971 in the
 
intro, uction of inartial law. SYIB's ability to respond to irnprw,ol

business conditions as the political situation stabilized is evidenced
 
by it increasing rate of utilisation of Loan H-087 resources: by thu
 
end of 1970, SYKB had committed only $77, 804; tho end of 1971 
 saw
 
$360, 528 committed; 
 and by the end of 1972, SYKB had committed 
$3 401, 2 7. As of the end of the First Quarter 1973, the $5.0 million 

was fuliy committed. A detailed liot of aubloans made by

SYKB from Loan 11. 087 is attached as Annex VI. The experience
 
gained under difficult circumstances in placing Loan H 087 resources
 
and the resurgence of dem&nd for fixed Inwvstment credits fueled by

Government policies which make indust-AaLizatioU the top priority of
 
the Third Plan Period (1972-1977) are the basis for SYKB's recent
 
request to A. I. D. for a loan of $9.
new 0 million 

In approving the previous $5.0 million ioan to SYKB, A.1. D. Ig speci
fie 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 Tu-key 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 details) assured it the
 
continuing availability of Turkish lira. 
 Lack of adequate TL resourcen 
has been a chroni.. problern for TSKB, with the result that this bar-. 
although maintaining adequate sources of foreign egchange for relendln 8,
hav experienced difliculty in financing projects where a high componet, 
.,f T1, waiv net..essary. 
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In retrospect, relative to -, continuing ueipply of .avilabie 'IL, A. 1. j. u 
d&!it:io:. tL. auppo. FY'- B is - 'econd devel ,,-t, nt i-avnk wp, -, good .,)e 
No! oily 1 aas the Found. r i1tiokM arrangeme. provided the planned Gotrc,' 
of TL. 'j,.t In addition SYKB ha- aggresuivel., ru-nued alternative sources 
of TL ti.ianctui, partic,;Iarly tha rec;iacounti,- irrangernent currently in 
effc t 7-ith the Centr.&l fjln. of urhey (nee 7e~tion 1.8 of thlo paper "or a 
more detailed description of thc rediscountiiz arrangement). 

Irrplicit in the original A. I. D. goals of assisting in the creation of a full.. 
fledged second Turkish developrinent bank wer,- tho following criteria: 

(a) That the Bank'. NEbloana would give priority to projeLts 
favored by the Turkish Five-Year Plans, i.e. those having a 
high ratio of value idded, with favorable halance of payments 
influences. 

(b) That the Bask would assume a greater role in promoting 
new industrial venturces through the appropriate channels of 
technical ansistance, equity participation and emphasis on ven
tures in less -devul3)ped regions of Turkey and/or ventures where 
potential dovoloprnntal gains are accom,%nied by greater than 
average risks. 

(c) That the Bank would "broad-base" itn emsurces of foreign 
exchange thus offering diversified world-wid _ purchasing 
potential to the horrower. 

In assessing the performance of SYKB as measured against the above 
implicit criteria, the Bank has made considerable progress. Further 
progress in reaching the desired tatus will require additional donor re
sources on terms and conditions that will enable It to diversify its lend
ing activities and pursue develonmental objectives with inherently greater 
risks. 

A review of the Baril,'i acbloan3 made from the proceeds of A. I. D.'. 
previous $5. 0 million loan indicates that the developmental criteria noted 
in item (a) above. iiavc been fo'lowed. The ryijority of loan resour-ces ha--e 
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hv:ta eti',.loyeJ in fii.c.ng r '. rientoc -,d.is~riru which have 
quflif',d far varlous L in.ucerrent incenlivd given to firmn who:.e'JOR 

.-OJCf.t. I,.' f ;,' 1 0I dCf.LIed by !1.. . ') to tha Turki-h1 

N,-i'). 
 ,<i'KDmr 'SKI, i, ;,,de slgaflcaa prnpren., in developing/
 
pro.,o. .L pi oject3 lIn the ,toTo-irbar, les-devclope. ; tE *,of Turkey.

For cxample, about 85 perLent nf the loans SYK9f l 
rs rifde during the
 
panx 
tun yuaia are coaceantr .'.c,l in 1he industrial %roas uf Istanbul,
 
Izmir %iid Adana (341o ScCon L. 3). The older. niorc e).perienced TSK.5!
 
has a s:iriilar, ilthIugh Iais pi onosnced, patt.-rn (sae Annex IX of the
 
[DRD'a TSKB appraisal Report iOa-TU dated Docercb!r 7, 1972). 
 While
 
thi cat;:entraLiuu rcfloctL safe inveatments At aii acceptable rate of re
 
turn, 
 it isalso a logical responsa to a number of risk variables that the
 
BAnk , are beyosnd it.- 0cntro, (e.g. the abseace of supportive infe'.
 
etrucw,-cu requited fur iadL"stri.ll ?rojects in Ui. rur.1 rlgions, the
 
critici! .3lort:o.ge of managuincnat skills and tiaintd vorkers, and the
 
distance from market) 
 that nreclude at the prevuent time the developmet
 
o' 'bankable" pro~ectm on a bruid scale. With the demand for foreign

ercl'-.nie funds excee-lin, the ipply, SYKB'e mnnaement prefers to
 
k,:ep risls at a ixinirnunt by 8',!ving the area. it known best.
 

A.I. 1). hiiersuaded that Its .. Jective of asstiting %,YKB to become a
 
t-rae development bank is not 4rreconcilable with th,7 policies of the
 
Founder Banks which strega 4,,timal return on investment consistent with
 
security. We view the propwi ed loan as a 
mens to move the Bank tow-rd 
a broad.i develoimenLat outlook and we will encourage it,with appropri..tqe
conditiunn and covenants, to follow the lead of TSKB--the principal corn
petitor 
ot SYKB in thin a:e -in developing a "new busines8s" capability.
TSK13, in recent year.J, iat opeted Branch Offices in the key regional 
cities of Izmir, Adana uie Mlarig. tn addition, they have created a 
department to survey other regions of Turkey for potentia . projects and 
assist local businessmen to develop detailed proposals. These initiative3 
by TSKB, to a large ex.tsnt, are the-direct result of foreign donor per.
suauion, particularly from t IBRD. While tho magnitude of A. 1.D. 
assistance serves as loas an inducement to SYKJ3 than th%XBRD loans d'1d 
to TSKD. SYKB officia'.s hay.: reacted favorably tc A.I.D. proposals to 
accelera~e lending in lis-doreloped areas of Tarkey (gee Section E. 1). 
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')-- 11.4. 11, 'd .'to -.. .o if,.., ltzang the :at.ttt oi , fi'll .fb:,led evelop 
is,,'. t, ,..i vi-. iti ., t, q, iring additional n m,,rot of fwreign exchange, 
6 ti 1,,, • rcLt'.t' eOC'c,. -d (ORT permlssi-'., to obtain ,, "C operntiv,, 
Ii ~ ,.Ctuh1. i;tc ity " 1F'' , [;nf- c.f credit frotu. the U.S. L-,,port Jlnport 
iAnk. "'.tFi*Cr. iacl lity, ,, ,. ias SYKB with -in .,dition i $4. 4 million 
lint of c".. dit. Altno,, t, tt, , providen additi,,n l t'n ':'ci.: for SYKI13, It 
still h1w.tj sub-borru',e-t to U.S. source ar.,! origin equipnent. In
formal efforts by SYKB t,-, obtairi loans from Ihe I11)Rand the Europt',n.11 
luvestnent Pank have behtn UkL,.accessful. TIhe lTaik intends, however, to 
pursue contacts with 'h.se u-.8,-.Lnzations and to explore other opportuti
ties with various Luropeai l,.ling institutions in erder to increase the 
amount of foreign exch;.ngo" wr rlendtng and o diversify its sources. 

B, De.3criptioi of SYKB 

1. 	 Offc:Ia* Name: Siiai Yatirim ve Kredi Bankasi, Annnrim 
Ortakligi, which translates as Indvatrial Investneat and 
Credit ,;tn1k, ltd. 

2 	 Address: 

Mail: 	 Sinai Yatirim ve Kredi Banka.i, A.0. 
Istiklal Caddesi 108/3, 13evoglu 
Istanbul, TURKEY 

Cable: 	 YATIRIMT-kANK/ISTANBU, 

3. 	 History: 

SYKB was organized as a privately o-mre, and nperated 
nevolop.ent bank on March 22, 1963, by tb Alowiag five 
commerci~l banks: 

Turklye Ip Bankasi, A.$..
 
OtQmanli, Bankasi, A. .
 
Akbnk, TAS
 
TU rkiye Vakiflar Bankasi. T. A. 0.
 
£'lrkiye Garanti Bankasi, A. . 
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 ' : , ..-..,, ti ..,,wan a sixth ':',,'.'rtliklyej Kredi 13 ,iidkai, 	 U.. " A.S. , but it was liqud4atecd nhortly after ,Y,•-)nuing and its shares in SY1KB were sold to the remaining 	
. 

five Fountl-ei4. ) 
T*r, Fout-zer B3anks rccognized that the developmentwa- e.iously hampered by the lack of longer teii 

of Turkish industry 
. fundain:-umtrial investmn5tLt. 	 to be used forNo effective capital market had developed in thecountry to allow industries to lfiance developinenrit from theand bonds. ale of stochsThis situation had left most aspiring industrialistsbut to attempt to finance 	 no optiondevelopment investmecntisshort-term loans. 	 through a series ofAs a result, during periods cf even relatively mildeconf&ilic downturns 

ind.tttrin, were 
(and t snecially during the devaluation of 1958), manynevorely pincherd.

in th 	
This in turn let to great fluctuatiorgt;ro-.Ah of Turkish inlu,,trial developmient. Thf obviousthis situation 	 remedy fcrwas the development of a more effectivelonding rn.rket in the country. The nature of 

longer term capit,.l 
rocogrInzed by financial 

the problem was genet-aDv,circles in Turkey, and the first Five-Year Planstressed the need for its effoctive solution. 

As part of the solution to this problem, the Founder Banks,co-irage"nent 	 with enfrom the Government of Turkey, decided to establish aninotitution 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 
--inciuding financial, engineering and economic (with aview to their developmental effects)--by qualified specialists. 	
particular
 
After four
years of experience, and after examining the economic situation in Turkcy,
in 1967 the Board of Directors decided to expand their operations
clude invostment capital loans to in 

as well as working capital loans. Theyalso decided that in order to broaden the possible sources of capital equip.merit needed by 
they 

firms who wished to borrow SYKB money for expansionwould attempt to gain foreign exchangeinvestment capital lending program. 
reso,trces to be used in their

This was the reason for the appronchto A. I. D., which eventually resulted 
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0 it t l.tabl.sht . ,t ail ini lremenLt.lun oi Loat, N-o37. 011. 4 it..a:ief rrotlves fur this expa1sion of the Bank's op.ratiozus was an exoresaed desire to grive oriority to industries which were export -orleated
and Ntould irinroe Turkey's balance of payments situation. 

,,meA', t!.,- of S1, KBI& fonditi,, its capital wag authorized as TL 40rnill',-', dividor into A. 000 ih.ires valued at TL 10. 000 each. Fift-f per•:ent il'L O. 0 m-illion) ol the obhare value h.io boen p:iid in. This capitalstructure han renmained unalte red since the- Bank's foundation in 1963.Is B.nk-ii in by far the l1r,ie,,t shareholder, with of the shares;64. '0%
the next largent holding Is 10. 30% by Osmanli Bankani. Exact detailsconcerning the shareholding pattern can be found in Annex I. The Boardof Directors reflects thin pattern and its full listing Is found in Annex U. 

The C-owth of SYKB since ita start of operations in 1963 has been impressive. Assets have increased from TL 78 million to TL 821 million;t the end of 197Z. By th-at time, the Bank had approved 756 Turkish
lira Loans totaling TL 1,549 million. 495 of these loans were from theBank'r, own resources and amounted to TL 1, 391 million. The rermaining261 of thue loanu were fromr A. I. D. -arranged TL reaources, amounting
to about TL 158 million. Cumulatively, SYKB has made about 6Z% byvalue of its TI.. loanq for working capital loin'r and the remainder for investtient capltal. Since the start of its invcetineat capital lending pro
grptai, however, the percentages of totals 
are juct about even between
the two c.ategories. During 1972, working capital loans accounted forabout 68%. The Bank attributes this relatively low level in its invest
ment capital lending program during 1972 to the GORT's slower pace inimplementing its inducement measures to industry during the year. 

In addition to its TL lending program, the Bank tent $3, 401, 277 in A. I, D,foretign exchange funds through the end of 1972. This i equivalent to TL 
47.617,878.
 

4. Len! Basis: Having first been agreed by all of the Founder
Banks, the Artities of Asso%;lation of SYB .er'e 
 ritfip(d by decision ofthe Council of Ministers, dated January 28, 1963 (lo. 6/1355), when o'rmission was granted for formation and operation of the Bank. The Arti:le,were publishc 1 in the Commercial Registry Gam'zette of Turkey Mar..,on b,1963, and on Mar.ch Z2, 1963, the Constituent Meeting of the GeneralAssembly of Sh. reholders was held, following which t'ie Bank t.omi-ei.,. 
operations. 
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AL . .,0.c,,a ,a LI. wati thus completed pursuant to the provi.;'i - -.
the tirkisn (,ornmercial Code. The Bank is administered according to 
the nrovieions of the Banking Law for Development and Invo.sLment O.anks 
,and th,- provisions of the Articles of Association. 

T!.- "o.ijer '.,1 operati cis of the Bank are .iet forth :n Arfi, le 1 .4 tht. 
i tidces of A.,occiatlon, atid tin translation) read ae fallovs: 

"The objects of the formaticn of the Bank are as follows: 

To provide private iidustry already existing, or to be set 
up in Turkey in the future, with medium-term investment 
loans and workiip, carAtal loans; 

To encourage the pari.cipation of local and foreign capital 
in industry to be set urp in Turkey by the private sector, anti 
to a.,,nizi in the cre ition and development of a t'rtties 
market in the country. 

The Bank may engage in the following activltier. in order 
to realize its purposes: 

To conclude short, medium or long-term loar.agreernents 
in Turkey or abroad; to issue all kinds of bonds; to receive 
the funds that the Bank may be entrusted with and to ad
minister same; 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 existing or to be established in the future, 
by the shareholder bmnks with the prior authorization of 
the Bank:
 

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

GOPY
SE9T AVAILAB.ELE 
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"To r.erve in nturroedl;iry in the formaliter relating to 
the induue of stocks or bonds by private industrial enter
prises already existing or to be set up in the future; 

Ji it i s da,-,nwd nec-. t.i ry, to own rtd.,A reti, te:; to tccept 
nmoret o m security [or Its loans; I, .cquire all kindn 
u.f real estate and prperty rights,aid dinpose oi them for 
the purpome of coliiii~g the proceedIs cf its l-ans; 

To provide private induitry with technical and managerial 
assistance; 

To perform other banking operations and services re 

lated to its objects and scope; 

By disposing of the stocks and bonds purchased. to make 
the resources of the Bank rapidly availabkI'Dr re-utilisa
tion; 

In order tc, rali .e th- above objects, to perfo-rm all hinds 
of other one ratlcvns by resolution of the SOA rd of Di rectorn 

The Bank is not authorized to receive deposit,." 

C. SYKB Management 

1. Organization Structure: The organization chart of SYKB is 
found in Annex III. The only major change in this structure since the 
approval of Loan H-087 is that the Financial Analysis and Economic 
Research Department has been divided into two departments, the Finan
cial Analysis Department and the Economic Studies and Research Depart
mont. This organizational structure is, %'h one e.ception, tyvicfl far 
a bank of this kind, and It has proven adequate for the efficient handling 
of the Bank's btisiness. The exception in SYKB's organization is that the 
Bank has no end-use (I. e. borrower auditing) department. The end-us,
function currently iu performed by financial analysts and loan offier
and tho Bank doen niot now feel that its volume of busineus justifies th,. 
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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says ha L it is prepared to establish an end-uei de.artr:aent when it elu 

that th, present syotein i no longer adequate. 

of the Bank consist of one mr-nher2. Directors: Tie Directors 
of 0-," rn.irii enwnt ct each of the Founder B.-4n.rs phin the General hanager 

of SY! B The 3ourd Chatrnmar, invariably is the representative from Ir. 

Banksl, the majority stockholder. The current ELoard Chairman, Mr. 
t


Fer d Ena;n.ci, General N-Anaver (and a Director) of Is iankasi, hi . wcii 

Chairman of SYI1B's Boar, )ince 1966 and is concurrently Chairrr an of 

TSKB'a P. rd. A lint of th,- pro'sent Board is rrlvn in Annex II, with a 

short biopraphicl note for each Director. 

Mr. Vecdi3. Manaj ment: The General Manager of the Bank, 

Onay. has held his post since the foundation of the Bank. He is a graduate 

of the School of Political Science (in Finance and Economics) of the Uni. 

ver;iLy 	of Ankara. Mr. tnay was the Assistant General Manager of the 
retiromerntAgriLultural Bank of the Republic of Turkey at the time of his 

in 1960. At that tini,-, he waK appointed as Sc-.retary General of the Turkish 

Bank3' Association, which poet he held until the fnuidation of SYKBo 

also a gradu-The Aseistant General Managei, Mr. Akil Kitapci, age 54, is 
formerate of Ankara Uiniversitylt, School of Political Sciences and a 

Manager of the A ricultural Bank. He began his career aa an Inspector at 
1968 whenthe Agricultural Bank and was General Manager of that Bank in 

In the interim, he served ashe left the Government service to join SYKB. 

Assistant General Manager of the Pension Fund Office of the Turkish R1

public and later hodM 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 Manager of the Loan Department is Mr. Faruk Ertekin. who is 60 years 

old and a graduate of the Academy of Economics and Commerce in Istanbul. 

Like Mr. Kitapcl, Mr. Ertekin began his career as an I: sDector in the 

Awqricultiral Bank. Ho held various imoortant posts in several financir., 

commercial and Industrial institutions and retired irom the Agricultural 

Bank aa Head of the Inspectors' Committee to join SYXB in 1963, the y,.4r 

-f its foundation. 

http:Ena;n.ci
http:B.-4n.rs
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Th,. qslstant MUAn~ger of the Loan Departmr't. Mr. DoNan Yal~ian, ai,4, 
served with the AgriculturAl )3,nk and was Cenetal Iana1:er of the 7"'our-a4 
tion ex Avrlculturai Credit Cooperatives in Turk y. Age 42, Mr. Yalimn 
in a .,r dtate cf the School of Plitical Scienc-. at the University of Ankara. 
He Jointel SYKB in I'/0. 

The Mavaqer of the Finn.tzcl'il Analysin Depaclirent is Mr. Emin Kuyu cu. 
Mr. Kuytimicit i; 51 yearx'n ot .% e and a graduate of the S,.hooI of Politic.-, 
Scienve of the Univorelty nf Anlara. He joined SYKB In 1963, after hold
ing varlotin posts In the Revenue Department, the last being Chief Revenue 
Agent. 

The Economic Studieg an,] Revearch Department's Manager is Mr. Yalsar 
Findikcioglu, -ge 41, and a graduate of the School of Poiitical Science of 
Ankara UniversitV. Ulu holds an Advanced Studios Diploma from the School 
of Law and Economic Science at Ankara University and the Certificate of 
tua Economic Development irstitute of the University of Paris. Mr. 
Findikcioglu nerved as an economic specialist at the State Planning Organi

xation in Ankara beforc joining SYKB in 1967. 

£he M1.nager of the Accounting Department, Mr. Irfan Atepok, is a graduate 

of the Academy of Economic and Commercial Sciences in Istgnbul. He bog.kn 
his career as an Xnsnector in It, Bankasi, leaving as the Chief Accountant c;E 
the Yenicarmi Branch it- 1963 wu join SYKB. Mr. Atepok is 44 year.i 01d 

Fmin Erojlu, 

age 62, who joined SYKB in 1964. Mr. Erollu began his career at. an 
Inspector at the Agricultural Bank after graduating from the Academy of 
Economics and Commerce In Istanbul. He served in important poi.s in 

various banks, his last post before joining SYKB being that of Manager of 

the Beyazit Branch Office of Vakiflar Bankasi. 

The Manager of the Control and Personnel Department Is Mr. , 

The Manager of the Engineering Department is Mr. Hasan Erdener, a 

graduate of the School of Mechanical Engineering, University of Dresden. 

Mr. Erdener, age 57, serv.- as Manager of SUrmerbank's Erzincan Spin.

ning Mill and Head of the Planning Office of that Binmk's Bakirkoy Cloth 

Mill before joining S'KB in 1963. 
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The Ati: g Legal Counsel i: Mr. Halim Maro, age 30. After graduaiktta
from the Law School of the Univeksity of Istanhul, he served as Counsel
for Sanayi 3arzkast b,-foze joinlr.g SYKB in 1964. 

Expt Ience during the Lrnplententatioa of Loan H-087 hau e3tablished thatthe SYKU staff is professionally competent and experienced. Additionally,.
their experience with Loan H-087 has given them a thorough familiaritywith A I. D. orocedires and requirements. It is accordingly anticipatedthat they will he able to implement the proposed loan In a professional andefficient manner and that, consequently, the amount of project monitoring
required hi- USAID will be hold to a minimum. 

D. .;Y Operxtions 

! Poll rySt..temnent %: In order to purnue the objectives of theBank, ai) ;tted In Article 4 of the Articles of Asnociatinn (see Section
B.4), SYKB has established a 
 series of policy statementp concerning the
 
nature of 
 st banking business. 

First, sitice one of its objectiveu is to aid private industry, SYKB will extend !oana only to entities engaged in industrial pursuits which are morethart 50% beneficially owned and controlled by private interests. Althougbmot of SYKkl's loans ere made to manufacturing entities, the Bank willconsider "tu4aBj to any entity v,hich meets its private-ownership requirement and is engaged in an industry which the Bank considers meets its
 
economic criteria.
 

As a matter of principle, the Bank will not consider loans for an armountless than TL 300, 000 for working capital and TL 500, 000 for investmentcapital, belie--,tig that lesser sums indicate entities which are more at the"artfian" leV Lhan the true "industrial" level. 

Ae a metier of general policy, SYKB makes loans to industries which use
the proceeds for the following purposes: 

a. Those wthch are consistent with and supoort the alms of the 
current Five-Year Plan of the GORT. 

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

BEST AVAILABLE COPY 
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T - tap extent possible, priornty is given to prouect &,,.U.h 

.ite*: e~lce to the following p'oduction goals:
 

A, Redtice unit c-I., rjtdIing qujlilyadd prices while !.j,'-

1. Impro-,,- nubsta.,8 s'ly the quality- of proliicl, Including 

ita&ndardizattnli; 

e. Incro;tno the r ,?utilization or efficienry of the exi: a,,ofc 

production capacity;
 

ri. Hzive a high rat-;o of "value added" to investment: 

e, Coririhute importantly to the economic etrength of the 
s.count' iin relation to the amount of capital involved. 

n n..tyzing loan aopl,'adons, in addition to 17AAtthing pr:,A. , 
-bovo criteria, the Bank attempts to insure that it will riot be sippor&rp,. 
an izrdustry which will ca,r, the creation of v-c-e;a,;-p:citv in ;m y j:e,:t, 
Irk an;lyzing proporals in reg, rd to their export conpetitivenc~rn (or tlr."" 
irnport stibtitution capability), the Bank cot,ide ra Turkey'a '.fgo ji, 

' E .... in less than 25 ycarI.E.C :. full niernber 

In addition to the above gencr., criteria, the lank has (vou.-rrlitted itf.90L i., 
attempt to meet other, more apecialized, c:iteria in regard to lo-ans ma.l. 
with A. 1.D. TL couaterp .rt funds. For initance, for working capital Lo.-,*: 
made with A.X. D. TL funds, the Bank has signed an agreement with the 
Ministry of Finance to give priority to loans made to applicants operating 
outside the Istanbul area, and to those which help establish or preserve 
domestic competitive conditions. They have also corritted themselves 
to give priority to applicants producing agricultural implements or in the 
agricultural processing sector, to applicants manufacturing metal products 
(particularly those useful in the agricultural sector), and to applicants in 
the basic chemical industries. For investment capital loans made from 
A. I. D. TL funds, the Bank has pledged Itself to ive special attention to 
the export or import substitution possibilities of ats applicant's project. 

Fo i t! : A . t.. D. dollar rvrioItr ceS available 1rom Ioan H-0 87 , SYKB l:S, 
madc- no utndortaking to placc. the loans In any particular sector or geo 

:,ra;)hical a rea 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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't'vc ag:'e d up,i, n)etwee.n thenijelves and A. 1. 1). .,LAChete -4.. . 

but this liet is rather broad and general. 

The Bank also has the following policies to be applied to equity participa
tiona in meeting its objective of assisting the "creation and development of 
a sectirity msrket in the country:" 

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

b. To assst the creation and development of a capital market 
bf !iellinf, the sha rr,. in hand when possible; 

c. Not own, in any rnaier whatsoever, more than 25% of the 
subscribed capital of a company. 

Z. Loan Procedures: Loan applications are made on forkhs pro.. 
vided by the Bank. Technically, applications can be filct either directiy 
with SYKB or through any branch of the Founder Banks. Practically, al
most all loan applications are filed directly with SYKB. 

a. Study of Loan Applications: The Financial Analysis De
partment is responsible for passing on the business reputation G; 
the applicant and his proposed plan of implementation of the projecr. 
intluding the propoued financial plan. The Economic Studies and 
Research Department then reviews the economic aspects of the 
application, primarily with a view as to how well they mcet 3 .V.XD-
criteria for lending. In making this judgment, of course, they are 
passing on the oconomic viability of the project, am well as on its 
potential value to the Turkish economy. The Engineering Depart
meat makes the technical appraisal of the application, evaluating 
the location, capacity, production techniques, productivity and cort 
of investment. 

b. of the Loan: Although technical, economic and 
financial analyses of working capital loans are done by the menihrs 
of the three sections Independently, analysis of the investment loi., 
applications is made by a working group consisting of an Enginner, 
an Economist, and a Financial Analyst. 

3EST AVAILAaeC 



SYKB/TURK.EY -15-

In all loan applications for either working capital or investment
 
in fixed assets, the location of the firms are invariably inspected
 
by the specialists of the Bank.
 

c. Approval of the Loan: The reports produied following a
 
study of the loan application and appraisal of the project are sub
mittea to the Loan Committ'c. This Committee (which consists of
 
the Assistant Gicneral Manager, the Manager of thO Fi IUL2C l Ajialy
sis and Economic Research Department, the Manager of the Loan
 
Department, an Economist, Technical Advisor and a Civil Engineer)
 
studies the r'eports of professional staff about the loan applicationi
 
and submits its findings to the General Manager. The Generl
 
Manager then presents his recommendations to the Board of Directors.
 
The Board makes" the final decision.
 

d. Loan Terms: Terms for working capital loans 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 Bank's own sources (i.e. non-AI.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 accordance 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 effective interest rate on lira loans to 6%. To this are added
 
the normal tax on interest payments and o .,er 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 (IBRD, 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 lave indirectly become a source
 
of competition for SYKB on foreign exchange loans by virtue of the
 
fact that their medium term lira 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. 
 ")rrowers 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 advanLage on
interest rates (9% at SYKB vs. 12% at TSKB).have However, entreprcneur:;consistently disoounted this advantage in the ptisLthe flexibility i, favor ()I'related to tion-A.I.D. funds available through T;K13.For example, IBRD resources enable borrower; to tender on a worJdwide 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 benul'it
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) ena'ics 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
a participating financing institution under EXIM 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
exp.-cted to be gunerally between 6-7%. 
Thu8, the EXIM facility
will enable SYK13 to lend at 8-1/2 - 9% wiLh few, if any, of the
procedural complicatious (advertising, approvals, etc.) 
related 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 does 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 Analysis 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 disburs.'d after the collateral (a real eatnte murtgag, 
or a bank Letter of Guarantee) is accepted. 

All documents related to the loan are verif'ied 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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C. _oliectlion, The loan is rollects.' ! a., i... .stalltnents in accordance with the amortization schadulue of theLoan Agreement. The sum of installments consists of the prin..cipal due plus its interest and the applicable expenditure tax. 
At :idvie note in Rent to the borrower fifteen day,; before thn' ,.11date for the collection and generally the installments arc; collectodin good timet. The situ-tion of the borrower who IL-&% not p.il k~ilinstallments on its due axt, is closely checked and appropri.&Lo
Bteps taken to assure c.-rliest possible collection. 

f. Loun Supervislon; Balance sheets of the borrowers arereceived regularly during the period of the agreement and ares t udied by the financial analyst who did the analysis of the loan-pplication. Working capital loans are dlsburscd in ther entiretyimmediately upon acceptance of collateral. Investrnent capitalloans, however, are disbursed in stages, disbursenent of anyparticular stage depending upon performantce during the preceding
period. 

The Investigation Section follows the borrower's progress continuously and, if needed, the Bank's expert staff makes a clo.seexamination of any special problems noted, with recommenda
tions for improvement. 

3. .geogrphicArea: SYKB is committed philosophically togiving priority to the less-developed sections of the country. In practicevery few loans have been made to these sections. SYKB has made noinvestment capital loans In the eighteen easternmost provinces of Turkey,those considered to be most backward, and only two working capital loantin this area (which account for 0. 2% by value of the loans made in thiscategory). On the other hand, the Bank has made 79% of Its investmencapital loans, by value, in the areas directly around Istanbul, Izmir andAdana and has made 92. 5% by value of its working capital loans in these 
areas. 

Thin nituation han einerged despite a proclaimed policy by the GORT !Z
aid the easternmost region of the country through special 
incentives. 
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Cespk.. t.e fact th-,t ince.ntiVCo are availabl,. . jv .,Mtre 1 ;, "i-tlc " 

the most commonly given reason for the lack of investmnt in this arn.n. hj 
th.st it in impossible to persuade capable m.-.nagers lo L-kes ssiram.-nts in 
the area, even with considerably enhanced salaries. 

SYKB proclaims itself eager to make loans in the lesis developed areas in 
order to stand by its implied and expressed conirniivents to help thcre 
areas. But they state that it is virtually impossible despite their best of.. 
forts to find viable orojects in those areas. Rncor(!.%wxhich the Batik has 
kept concerning !ts loan applications tend to bear oiL. the Bank's statement. 
Of the 1,110 application@ for working capital loans, representing proposed 
loans worth TL 2. 6 billion, which SYKB has received since its inception, 
six were from the eighteen eastern provinzes proposing loans totaling TL 
7. 7 million. This ic 0. 5% of the applications by number' and 0. 3% of them 
by value. '.the 285 applications for investmient :apital loan3, represent
ing propc ils fc" loann valued at TL 1.36 billion, one was from the easc, 
with a value of TL 1.4 million. This repretnnts 0.4%of the application.. 
by num~ber and 0. 1% !byvalue. (See Sections E. I and 6. and F. 1) 

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

In Thousands of TL 
Decembcr 31 

1964 1966 1968 1101972
 

Paid-in Capital 20,000 20,000 20,000 20,000 20,00n 

Reserves -- 66 2,567 4.680 6,649 
Loans from Share-. 

holder Banks 61,580 178,977 228.552 449,013 5'71.749 
A.I. D. -funded TL
 

Loans 60,000 60,000 99,164 i33,136 103,797
 
A. 	 I. D. -funad $ 

Loans 1,--2Z7 23,403 
Central 	Bank Re

discounts -- .-50 6. 

Total 1412580 259.043 3S0.283 S70 S6 776294 

EJE-qT A%/All A0l r: rmoCy 
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Growth of loar disbursements made by SYK)3 ince ita '..'ganik;jio01963 is as L,shown below. Also shown below are the l:tn balancen at year.
end: 

In Mlillions of TL 
Disbursed During 

Ya r 
Cumulative 

Tou i 
Outstnnding. At 
__Yenr .Epd. 

1963* 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 

0 
83.1 
72.3 

106.2 
124.9 
137.8 
.39. 1 
147.2 
217.2 
294.4 

0 
83. 1 

155.4 
261.6 
386.5 
524.3 
763.4 
910.6 

1,127.8 
1.422.2 

0 
i T.0 

1A8.5 
183.5 
Z56.2 
322.2 
473.9 
508.7 
599.1 
751.6 

* Year of SYKB organization 

5. SYKBD Atr!9cer1r 31,ter, 1972, SYI1-,r lon.debt totalled TL 749.6 million. A resumu. of this debt with nocon c,terms, interest rates and due dates is includod as Annex X.
 

Financial Statements:
6. The following financiaI atatementE 
included herein: 

a. e 

Balance Sheets - Five Years of Actual Operations and FourYears of Projected Qperations - Annex VIi. 

Prad LossStatement- . Five Years of Actual Operati,.
and Four Years of Projected Operations .. Annex VIII. 

Source an L tio of Funds S.tatemnts . our Veaia nfActual Operations and Four Years of Proj.cted Operat-.-
Annex IX. 
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St.A .ni;:l statemeat:- 161ecc:,,: has reviewed the tt w, " , 

in Annexes VU,ViII and IX. In our opinion thL. projectlz)Ita irw realisLi 

cally prep.ired and should be attainable by the Bank. 

7. Loan Repayinenta -ind Loss Reserves: SYKB has an excellent 

record on loan repayments in its ten years existence. It has had no loan 
Iosue a:nd currently hLs only ,rie loan receivald,, in dra.l,t, in the kmount 

of TL 333, 33Z pls interest. 

SYKB v'eserves a gains t lo,.j.e} %mountto the follcr. Ing 

Lxtra -

Li gal Contingency Ordinary 
Reserve Reserve Reserve Trital ,'4.jerve 

Balance at 
1-1-72 TL 2.533,582 TL 1.502,294 TL 1,642,927 TI, 5,678,803 

Allocatlons 
1972 435,417 271,005 2__ 973,64146.219 


Balance at TL 2 986.99. TL 1T 8 TL4,649,444
 

12-31-72
 

8. Present ORoratio u: From incorporation in 1963 until 1967, SYKB 

functioned entirety as a lender of medium-term lira for working cApital sne. 
During the year 1967, the Board of Directors of the Bank made decisions in 

favor of (1) extending their loan business into medium and longer term fixed 

asset (investment) loans in lira, and (2) making aimilar loans in foreign exc

change. One expressed intention in expanding into fixed asset loans in lira 

and foreign exchange Is to give priority to enterprises which improve Turkey's 

balance of payments and earn foreign exchange for Turkey. 

The Founder Bar.ks areed at the outset to loan SYKB an amount in TL eq';.! 

to 1% of the total of their own general deposits as shown on their balance 

sheet-n of December 31, 1962. They further agrced to toan to SYKB ar.,,..nk 

equal to 5% of the increases which would occur in their deposits after D'cc'm

ber 31, 1962. The term of such loans is twenty years. The effect of these 

tranufers is to provide SYKB with a reasonably certain continuing source of 
loanable TL. 
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The following table, prepared by SYKB's Economic Department after
consultation with the Founder Banks, indicates the projected growth ofgeneral deposits in the Founder Banks and the rLsultrijt projected 'T'L
 
funds available to SYKB:
 

In Millions of TL
 

Projected General 
 5% of Annual
 
Deposits in Founder 
 Annual Increase

Banks 
 Increase Available to "YK"
 

1972 25,400 6,103 305

1973 28,182 
 2,782 
 139
1974 31,907 186
3,725

1975 
 36,774 
 4,867 
 243
1976 43,100 316
6,326 


As a further source of TL lending, the Bank in 1972 entered into a rediscount arrangement with the Central Bank of Turkey whereby various
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 Facility (CFF) of the Export-Import Bank of the
UniLed States. 
 Under the 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 a 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 il 
to SYKB in providing the Bank with an additional source 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 a
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itself in Principle to toi, ploy A.I.D. funds tc%th,t'-etent pra.cticible 1(c, 

oroject financing in the less developed areas of Turkoy. 

E. SYKB Project Detallh 

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

The Bank has agreed in principle to accelerate efforts to develop projects 
in lesser developed areas in Turkey. Discussions are continuing with 
SYKB relative to steps the Bank can take in implementing this policy. Thcne 

tepia include .a) establishment of specific staff responsibility and recruit
ment of additional qualified staff to develop projects in areas outside of the 
Istanbul-lzmir-Adana industrial sectors. This staff will work throught'. 
Managers of Founder Banks' branches in identifying projects /entrepeneurs 
in less-developed regions; (b) initiating a working relationship with qaali
fled Turkish and foreign engineering/management consultant firms as a 
source of technical assistance for developing new projects and/or expand-
Ing industriesand (c) assisting in the preparation of feasibility reports/ 
oroject studies on agro-business projects that may result from the pro
posed A. 1. D. irrigation sector loan and the rural developrnent sector loan 
currently being discussed vith the GORT. 

2. Amount of Loan: The amount sought by SYF R tor nw A. I. I). 
loan is $Q million. In preparing the projections for this to-n paper, SYKB 
haq imsuvred an A. 1. D. authorisation by June 30. 1Q73 After a six u'onth 
period ior niegotiation of the Loan Agreement ani receipt Ini evaluation of 
loan applications, loan disbursements should begin In early 1974. SYKB 
has indicated that a substantial backlog of projects is available as a reault 
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. 
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3. Use of Loan: SYKB proposes to use the $9 million loan to
 
make nubloans to orivate industrial enterprises for purchase:: of equap
ment and services ia the U.S. and Code 941 countrled. These subloins
 
will be on terms up to a maximum of ten years. SYIB haR already in
dicated that it will give an xmuch priority as it can to subloans in the less
developed regions of Turkey.
 

SYKB proposes to impose th, following criteria in cnnection with their 
subloans under this dollar loan: f 

Priority shall be given to projects which: 

(a) 	 Are !ocated in rural or less-developed region@ in Turkey, and/or 

(b) 	 have a high employment factor, and/or 

(c) 	 have a wide distribution of equity ownerahip. and/a. 

(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 strength of 
Turkey in relationship to the amount of capital involved. 

Competlveness of projects proposed for financing by SYKB shall be care
fully studied in relation to (a) existing manufacturing and/or selling price. 
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. 	 Suggestedl Loan Terms: A two step re-lending plan, in the sarre 
form as that of the present $5 million loan (277-11-087), will be used for thic 
loan. An agreement will be negotiated between the Government of Turley -And 
A, I. D. on these payment terms. 

The Government vil) iindartake unconditionally to repay A. I. D. the amoucnt 
di.ibutsred in U.S. dollArs in 40 years, including 10 years gra ce, and to P[: 
interest of 2% per annum during the grace period and 3% per annum there.
afer, in U.S. dollars. 
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5. SuPtieted Terrsof heloan Ag rn!e tn An agreernent ic.r
 
re-lendinIg will be neqotiated between the Ministry of 
 inazite and SYK8. 
This agreement will be subject to the approval of A.. D. aid cannot be 
ammnded without A.1.D. approvr.l. Principal rnayments from the Bank to 
the GORT will be due at the sani time that repayknents are clue the Bank

from sub-borrowers. Maintenance 
of value is the risk of the sub-borrower,
who will be reqilreI to repay his loan in TL at the current rate of excl~taige
for his nutstanding balance of dollars due. His riok is continued until the
 
moment SYKB deposits his reop yment in the Central Bank.
 

SYKB will repay the Government of Turkey the disburied amount of the
 
loan in Turkish lira in not more than fifteen years from the date of the

first disbursement, 
 and pay interest of 61% on the outstanding balance of
the loan. The ultimate borrower would pay 9% on funds borrowed from

SYKB. This rate-spread of 21% (9% minus 61%) is considered the 
rnnrnum
 
necessary to provide the Bank with sufficient earnings to enable it to support 
an effective professional staff for project review and to provide technical 
advice and assistance in the planning and implementation 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 ratm to
 
the borrower at 9%.
 

6. Other Negotiated Trm: USAID has discussed with SYKB sta f
 
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 Disbursements, 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.!. D. to
Improve the debt/equity ratio of the Bank. FRrsuant to Section 4. 03(f) of 
Loan Agreement 277-11-087, SYKB agreed not to incur long-term debt i 
excess of four timea equity plus Founder Bank loans. For purposez.- of th:ii 
calcultion, equity includes TL funds made available by A. I. D. under 
varicu . Project Agrecment, i.e. the "quasi-equity" lemns. The foll;w' rc, 
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proforma schedule Indicates the debtfquity ratio of SYKIS at Dece-rcber 
31. 1972, calculated In accordance with the formula specified in Loan 
H-087, and giving effect to the proposed $9 million A. I.D. loan and the 
paying in of the balance of SYKB's Capital Stock. 

Long-Term Debt at December 31. 1972: 

Loans from Founder Banks TL 571,749,000 
Central Bank Rediscounts 50, 696,000 
A.I.D. Loan 277-H-087 70,000,000 
Ex/Im Loan S6, 000,000 
Proposed A.1.D. Loan 126.000.q00 

Total Long-Term DebtTL844 0 

Equity: 

A.L D. Project Agreement Loans TL 103, 792, 000 
Capital Stock Outstanding Z0.000,000 
Reserves 6,649,000
Capital Stock Authorized 20, 000, 000 

Total Equity TL 150. 441, 0 

Debt, quity ratio Is 5.8 to I 

Additional Long-Term Debt Borrowing Capacity, in 
Accordance with Section 4.03(f) of A.1. D. Loan 
Z77-1!-087: 

E';:ulty (TL 150,441,000 x 4) 
Loans from Founder Banks 

Total TL 

TL 601,764,000 
S71,749.000 

1,173,513,000 

Central Bank Rediscounts: TL 50,696,000 
A. 1.D. 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. 000 
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W. believe this formula is adequate and should 6e inc. IJJ! I1../.:

Covenant in the new Loan Agreement. 

As previously discussed In Section E. 1. it is A. 1. D. Is intention to use
this $9 million loan as liverage to move SYKB further towards the role
of a full development b: ank. We have discussed our intentions with theBank's staff and have been assured that the Bank agrees in principle wIth
the desirability of moving in this direction. They accordingly have "greedtentatively to actioni in the three areas discussed in Section E. 1, viz. 'a)
placing more concentration on developing loans in the less developed sieas
of Turkey, including 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 :
cessary and (c) giving more 
attention to agro-business projects which will
tie In with other efforts of the GORT and A. 1. D. in thin sector. 

However, we recognize that factors outside of SYKB's control may inibi" 
or li-it their ability to find projects in less-developed regions. Lack of
adequate infrastructure, skilled labor, 
qualified managemernt and/or act.cssto developed markets may minimize the opportunity for meaningful

jects despite the qood intentions of SYKB. 

pro-

As an indicator of the strength

of these inhibiting factors, it can be noted that although some prominentGORT personnel have long advocated a separate State-ownred development
bank specifically for the lesser developed regions these constraints have
Drecluded its actual formaLtion to date. Discussions among various officialsindicate 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 les-developed areas by a side letter exchange
rather than through specific Loan Agreement provisions. I.e. Conditions
Precedent or Negativ-, Covenants. We also intend 
to formally notiry SYEU',
that future A. i. D. funding (beyond this proposed loan) will be dependntt "n
the Bank's acquiring additinnal sources of foreign exchange for relsnding 

Finallv, under Loan 11-0S7, A.I.D. retained the ri.ght of approval for Atib..
loans in excess of $150,000. On the basis of the Bank's experience r .d 
performance in analyzing projects for Loan H-087, we intend to inc reare 
thiu tLmount to $750, 000. 
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hu.mpj:!!).,-t i .,* ... o .oM : The I ,vp~Act ni hid ion , ,I •
 
e .otuatywill he f.ivor.able. Although In accordant, %iLhM. (., 141k. 
 .
Code Q41 countries wvill be eligible sources of goo,|, and servie, , in Pddl.
tion to the U.S.. it is believed that in practice virtually all of te goods and 
services procured will be of U.S. source and origin. A zninimu-n of fifty

percent of the freight shipments must be t-anmportod on U.S. (Ia, vessels.
 

The projects to be financed by this loan involve equipment that in imosit
 
every case would be 
equally available from non-U.S. sources. lthe

absence of this loan, it is reasonable to asimne that moet procure sent would
be from non-U.S. sources. Previous A. I. D. lineE of credit to thc two Tark!sh 
development banks (SYKB and TSIKB) are almost fully committed. Except those 
canen wLere U. S. F:xport.-Import Bank finaning can be Arrnnged, I te investors 
in industrial projects would took to non-U.S. financing already aval,)le

through TSKB 
or to free foreign exchange from the GORT's own r':.>w'ces.
 
In these litter cases, 
 Western European suppliers, in particular, (oo.nue
 
to enjoy a competitive advantage 
over U.S. suppliers in most areas, IL s
 
thought, therefore, that the bulk of the procurement of goods and asrvitea
 
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 

I. Turkish Industry Under the Five-Year Plane 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 
 in the First Plan, but was slightly above the target of 7% annual
 
growth In the Second Plan. Although industrial investment 
rs a,proportion
of total investment was above target in both plans, the realized rate of gro~vth
of industrial production was below expectations. Overall investment targets
were not met by either the public or private sectors the First Plan,in but 
public sector investment was above target in the Second Plan and substant
ially 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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t.~ei tii tnt,'n ed Co permit the achieven-nt of .tn ainub. I..
 
,rowth in industrial production so that industry will reach Z7% Lt UiLJ

hy 1977. 

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

While the percentage target for the private sector is below that realized 
in the Second Plan. the absolute amount of private investment targeted
is 50% above that realized in the Second Plan. 
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TABLE I 
S0ME SELECTED INDICATORS 

First 
Plan Period 

Target Realized 

:iecond 
Plan Period 

Target REiUev4 

'rh:,,A 
Plan 

I:Srgsta 

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

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

3. Rate of Growth of 
Investment 
(Annual Average) 10.7 9.4 11.2 10.8 12.8 

4. Rate of Growth of 
Private Investment 
(Annual Average) 11.0 10.5 12.5 11.0 11.8 

5. Rate of Growth of 
Public Investment 
(Annual Average) 10.6 8.5 10.0 10.7 13.6 

6. Investment in Industry 
as Proportion of Total 
Inves tment (of which 
manufacturing) 

30.9 
06.9) 

31.31 / 

(19.6) 
34.1 

(22.4) 
37.71/ 

(25.7) 
45.4.1/ 

(31.2) 

7. Growth Rate of In
dustrial Production 
(Annual Average) 12.3 9.7 12.0 9.7 11.9 

8. Industry as Propor
tion of GDP_/ n/a 19.5 24.6 25.0 Z6.8 

I/ In constant prices 
2/ 31.3% as of 1967; 37.7% as of 1972; 45.4% average for entire 1973-1977 period.
3/ In constant prices, at end of Period. 

Source- Plan Documents 
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Additionally. as is shown by Table 2 below, the TFYP anticipates n 
rfrainatic increase in the ImpAirte of ilvestmont goodn to ou~port its 

TABLE 
IMPORTS OF INVESTMENT GOODS 

($ Million) % of Total 
Year _Value Imports 

1963 256.0 37.2 

1964 197.3 36.7 

1965 197.0 34.5 

1966 257.1 35.8 

197' 206.0 30. 1 

1968 255.0 33.4 

1969 251.0 31.3 

1910 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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,i . i9 hi q;.:y . , : i; rough both q.ot a,. L.,.fCa. . . 
,-rtiasun industrial goods are generally between 40% and 60%, white 
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 in1971. customs duties on imports from EEC members have been decreatnodby 5-10%. The reduction represents a flrt step in liberalization of customs
duties; over the next twenty years all customs charges on imports from ZECcountries will be eliminated, and considerable reductions will alno be Pp
plied to imports from other countries. 

Following a slow-down in new investments in 1971 (due, in large measures 
to political instability and the suspension of investment incentives following
a change in Government in March 1971). industrial investment began to
accelerate in 197Z. This rapid expansion is a result of investor confidence
in political stability and the revival and expansion of investment incentive 

' easu res. 

Investment incentiveu 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 sectoral
priorities, without the need to have the Government evaluate individual projects. Further, 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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... .. ; .' ,,... .ethod of rec.i.,.j, , :L... . .
 
the number of firms receiving incentive licenses has shown a sharp iiu
crease during 1973. Avilable statistics on new projects indicate the
 
following incentive permits granted in January and Fobruary 1973: 

Number 	of Total ?oreigu Exchange 
Month Projects Investment Volume Regulrenments 

January 	1973 32 TL 1,552 Million $ 34 Million 

Febripary 1973 44 TL 4,679 Million $125 Million 

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

2. Financing the Industrial Sector - Requirements: In the three-yTxsr
period 1969-1971, privatplixed investment in manufacturing totalled abhot
 
$1. 05 billion equivalent. A About 65% of the investment was financed by in
ternally 	generated funds of the companies and new share capital. Thim 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 financial 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 increasing 
share vie-a-vie ea'rlier years. However, SYKE'a share could have been 
considerably more if it 	 to morehad had access resonrces, particularly 
foreign exchange for relending. 

3. Financiga the Indufstrial Sector - Sources: 

a. The Capital Market 

Turkey has a poorly developed capital market. Relatively few 
privatn corporations issue capital 9hmres to "outsiders," I.e. outside of the 
family group. In 1969-71, the net increase i7 equity capital by private cor
porations amounted to only TL 350 millon.1 Since most corporations are 

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

Z/ Source: 	 IBRD Appraisal Report of TSKB, dated December 7, 1972, Page 4. 
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1 uis Lae va ij. e heathe snarKet. The sto,.k exc:vr gplaying an insignificant - it, fst nui ..role. The number of sh-.tre;the amount of trading is 

luoted is limites,j dsmall (loe than $600, 000 in 1971).-/ Obstacles towidening the share market include the lack of an adequate securities lawand inadequate disclosure of company operating data. 
• 

b. The Commercia 
I Banks 

Traditionally, Turkish commercial banks have done verylittle medium-term and long-term financing.short-term, The 4anks have preferredhigh interest loans with collateral inceivable and/or inventories. the form of iccounts ro-The Central Bankcommercial banks .w. enacted in 1970 allowedfor the first time to give medium-term credit (up to fiveyears) Rt a maacimtim interest r-te of 12%. 
pestera This rate was set higher than ther.dif rate to make inerlium-term lendingrtimrcla L'tnka. more attractive to coin-Special re-Ai,%cunt facilitiesthe same time, intorest 

were also made avail,,ble. t.rates on long-term deposits were raised to 9%(from 6%) to attract funds. 

In March 1972, twenty large banks were required by Central Bank decreeto allocate at least ten percent 
of their loanable funds
credit. Furthermore., to this category ofsubsidies were given to banks if they lent mediur,term to certain priority sectors. As .of the end of Novemberbillion was outstanding in 1972, TL. 1. 6med!um-term credit,to industry (there Is 
of which TL 1. 4 billion wasno private-public sector breakdown between the recipiects of this creditO. Among the sources of these credits weremillion in TL 496Central Bank rediscounts as of the end of 1972.
 

The oubsidiea 
given to commercial banks for rnedium-term credits isthe form of interest rebaten infrorr a fund administeredThe fund im provided from GORT 
by the Central Bank. 

effect budgetary allocations,al1n-e the beginning of the c.rrent 
and has been inTurkish fiscal year.Under the Marchterms of the interest rebate fund, 

1, 1973.
 
6% int.-reit; this rehate, 

eligible borrowers are refunded
equal to
able, is rebated to the commerclal 

50% 

bank 
of 

making 

the rn-.ximum 

the loan, 
interest rate charge. 

funds it to the borrower. which InSYKB's medium-term loans 
turn re. 

rebnt-t. are eligibleSYKB for thiscollected approximately TL 400, 000 inCentral Bank in April 1973. rebates from therepresenting rebates applicable to sub-borrowerinterest payments received in March 1973. 

1/ IBRD Appraisal Report of TSKB, dated December 7, 1972, Page 4,Paragraph 2. 11. 

- AEL '- ' Aii , E ". . .' 
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61ell 0genco c-, co.mrcdal banks as ;a imlco soul.ce of~~auy,--

TL credit is relativel. new; SYKB is concerned .if:h this de-'Iopnmct v, 
a-via their own competitiveness in the medium-term market. The Banit 
plans to prepare a detailed Atudy of the market in order to detrrine their 
future thrust in medium-term lending. 

4. The Role of Develop ent Banks in the In istrial Secto.: It is
 
apparent that the GORT places high priority on 
.ndugtrial develop:ient. 
Further, through the incentive plans noted above, fh y are activell . mple..
rnenting their stated policy. Ar the figures for incentive permits g Vnted 
during the first two months of 1973 demonstrate, industry is responing to 
the new incentives and its perceptions of coatinned political stability ith 
record numbers of new projects and investments. 

It is also apparent, however, t.mt the GORT's TFYP is a highly ambit a0
 
document. All indications are that Turkey will not find it easy to mobi I.e
 
the total resources necessary to meet the goals which hve been set. 
 BE. 
caust of Che heavy demands of Government and public aector 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 Lnd the medium-term credit allowances, 
there seems little prospect of a significant amelioration of this situation 
during the TFYP. One of th prime objectiven of the proposed loan, then,, 
is to help Turkey increase industrial investment and production in acCord
ance with the objectives of the TFYP by making resources
more available
 
to Drivate industry.
 

But the objectives go beyond merely increasing the resources available to 
the Turkish economy. Another prime objective i to aid Turkey in more 
rational use of the resources available to it. The development banks. 
SYKB and TSKB, have demoytutrated 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 attainiihg greater economic viability by strenghening her private 
industrial sector and by promoting greater reliance on the price system
and market mechanisms in the allocation and utilization of economic re-

EST AV AI1L.ABL rOp' 
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tor private sector investment during the yea rs 1969-197I. rhin .,z 
notsignificant contribution to Turkey's development during this period, 

only in quantitative terms, but also in qualitative terms. The proposed 

loan will enable the Bank to continue in the growth and development of 

Turkey's Industrial sector. 
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SINAi YATIRIN VE KREDt DANKASI
 
Loan No. 277-U

0? THE
CERTIFICATION PURSUANT TO SECTION 611(e) 


FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED
 

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

the Agency ior International Development in Turkey, having
 

account, among other things, *the maintenance
taken into 

projects in Turkey previously financed
and utilization of 


or assisted by the United States, do hereby certify that
 
financial capability
in my judgment Turkey has both the 


and the human resources capability to effectively main

tain and utilize the capital assistance project, a develop-

Kredi Bankast (Industrial
ment bank loan to Sinai Yatirim ve 


Investment and Credit Bank).
 

This judgment is based upon general considerations discus

sed in the capital assistance paper to which this certifi

cation is attached.
 

Joseph $, Toner
 
// Director
 

Hay 22, 1973
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SINAI YATIRIM VE KREDI BANKASI 

LIST OF SHAREHOLDERS 

Authorised Number 

Shehl Amount Of Shares Percentage 

Turklye Ip Bankasi A. . TL 25,680,000 2568 64.2 

Osmanli Bankasi A.$. 4.120,000 412 10.3 

Akbank T. A. 4. 4.000,000 400 10.0 

T/rkiye Vakiflar Bankasi T. A.O. 4,000. 000 400 10.0 

TUrkiye Garanti Bankasi A. $. . 
TL 

z, Z00,000 
40.000,000 

220 
4000 

5.5 
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 II 
SINAI YATIRIM VE KREDI BANKASI AIf-PL./F-1091 

June ,, 1973 
BOARD OF DIRECTORS l:t 1 i' 2 

Chairman 

Fetid Basmaci Age 61. Graduate of the Academy of Economic and 
and Commercial Sciences in Istanbul. Currently 

General Manager and a Director of TUrkiye Ip Bankasi and Chairman of the 
Board of Tdrkiye Sinai Kalkinma Bankasi (TSKB). 

Chairman (and Member) of SYKB's Board since April Z9, 1966. 

Deputy Chairman 

Cavit Oral Age 50. Graduate of the School of Political Science 
of tWe University of Ankara. Has served as Assistant 

General Managerof the Turkish Agriculture Bank and General Manager of 
Eskipehir Bankasi. Currently General Manager and a Director of TUrkiye 
Vakiflar Bankasi T.A.O. 

Member of SYKB's Board since September 1, 2972; elected Deputy Chairman 
on March 9. 1973. 

Other Members 

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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Other Members (Cost'd) 

Cabir S. Selek Age 66. Graduate of Feysiye (now Ipik) Lisesi 
in Istanbul. 'Has served in various capacities atOsmanli Bankasl and the Turkish Central Bank and as Assistant GeneralManager of Sdwmerbank. Was a member of Parliament (1943-1946) and anExecutive Director of IBRD (1950-1954). Currently Chairman and General
 

Manager of Tdrkiye Garanti Bankasi.
 

Member of SYKB'es Board since January 11, 1963. 

Erol Sabanci Age 36. Graduate of the Academy of Economic and 
Commercial Sciences, Istanbul. Has served asFinance Director of BOSSA and Board Director of TEKSA, two Adana basedtextile concerns. 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 AssisintGeneral 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, cleaning,
 
grading and concentration.
 

Food Manufacturing Industries, Except Beverage 

1. Slaughtering. Preparation and Preserving of Mest 

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

2. Manufacture of Dairy Products: 

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

3. 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.
 

4. Canning and Preserving of Fish and Other Sea Foods: 

Preserving and processing fish and other marine foods. These 
processes include such operations as salting, drying, dehydrat
ing, smoking, curing, pickling, packing in airtight containers
 
and quick freezing.
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Categories of Industrial Activities PAGE 2 

II. Food Manufacturing Industries (Cost'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. 

6. Manufacture of Miscellaneous Food Preparations: 

Food industries not elsewhere classified, such as the manu

facture of margarine, compound cooking fats and table or 

said oils, starch and its products. macaroni and similar pro

ducts; prepared feeds for animals and fowls; salt'processing. 

Ill. Manufacture of Textiles 

1. Jute mills. 

2. Cordage, Rope and Twine Industries: 

Manufacture of rope, cable, cordage, twine, net and other 

related goods from hemp, jute, cotton, paper, straw, coir, 

flax and other fibers. 

3. Manufacture of Textiles not Elsewhere Classified: 

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

1. 	 Manufacture of Footwear, Except Rubber Footwear: 

Manufacture of all kinds of footwear, Inggings and gaiters from 

leather, fabrics, plastics, wood and other materials. The 
cut stock and findings is included.manufacture of boot and shoe 

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 manuf.cture of umbrellas. Important products of this group 

include: underwear and outerwear; millinery; hats; fur goods; 

gloves and mittens; suspenders, garters and related products; 
raincoats and other waterproof outerrobes and dressing gowns; 


garments; leather clothing; sheepskin-lined clothing; hanker

chiefs.
 

V. 	 Manufacture of Wood and Cork. Except Manufacture of Furniture 

Sawmills and planing mill; manufacture of lath, shingles, cooperage 

stock, veneers and plywood; manufacturers engaged in wood pre

serving and manufacturing finished articles made entirely or mainly 

of wood, bamboo, cane and cork. 

VI. 	 Manufacture of Furniture and Fixtures 

office, public building, professional andManufacture of household, 

restaurant furniture; office and store fixtures, window and door
 

screens and shades, regardless of materials used.
 

VII. 	 Manufacture of Paper and Paper Products 

1. 	 Pulp, Paper and Paperboard Mills: 

Manufacture of pulp from wood, rags and other fibers and the 
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VII. 	 Manufacture of rper and 	Paper Product. (Cont'd) 

1. 	 Pule. Paper and Paperboard Millsi l (cont'd) 

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

2. 	 Manufacture gf Ai"ticles of Pulp, Paper and Paperboard: 

The conversion of paper and paperboard into products such 
as piper 	bags, boxes and other containers, cards, envelopes 
and wallpaper. 

VIII. 	 Manufacture of Leather and Leather Products, Except Footwear 

I. 	 Tanneries and Leather Finishing Plants: 

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

ix. Printing 	and Publishin g Industries 

Miscellaneous printing and publishing such as maps, atlases, di
rectories and encyclopedias; type setting, engraving and plate
printing. 

X. 	 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. 
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Categories of Industrial Activities 
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XI. 	 Manufacture of Chemicals and Chemical Products 

I. 	 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); 
fertiliters. 

2. 	 Vegetable and Animal Oils and Fate:
 

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. 

3. 	 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). 

XII. 	 Manufacture of Products of Petroleum and Coal 

I. 	 Manufacture of Miscellaneous Products of Petroleum and Coal: 

Manufacture of asphalt paving and roofiaig materials; fuel bri
quettes and packaged fuel; lubricating oils and greases not made 
in petroleum refineries. 

XII. 	 Manufacture of Non-Metallic Mineral Products, Except Products of 
Petroleum and Coal 

1. 	 Manufacture of Structural Clay Products; 

Manufacture of structural clay products such 	as bricks, tiles, 
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XIU. Manufacture of Non-Metallic Mineral Products (Cont'd) 

i. 	 Mgnufactur, of Structural Clay Products (cont'd) 

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

2. 	 Manufacture of Glass and Glass Produgts 

3. 	 Manufacture of Pottery, China and Earthenware 

4. 	 Manufacture of Cement 

5. 	 Manufacture of Non-Metallic Mineral Products Not Elsewhere 
Classified: 

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

XIV. Basic Metal Industries 

I. 	 Iron and Steel Basic Industries: 

Manufacture of iron and steel including 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. 

2. 	 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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Categories o('Industrial Activities 
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XV. Manufacture of Metal Products, Except Machinery and Transport 
Equipment 

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. 
nuts, 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. 

XVI. Manufacture of Machinery, Except Electrical Machinery 

1. Engines and Turbines: 

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

2. Agricultural 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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Categories of Industrial Activities 
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XV1. Manufacture of hachinery (Cont'd) 

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

@swing machines, vacuum cleaners, refrigerators and com
plete air condition units. 

7. 	 Miscellaneous Machinery Paris: 

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

XVL. Manufacture of Electrical Machinery, Apparatus, Appliances and 
SuDvlies 

I. 	 Electrical Generating, Transmissiorn. Distribution and In
dustrial Apparatus 

2. 	 Electrical Equipment for Motor Vehicles, Cars and Railway 

Locomotive. 

3. 	 Communication Equipment and Related Product.: 

Radio., television equipment, telephone and telegraph equip
ment, radio tubes. 

4. 	 Miscellaneous Electrt-al Products: 

Storage batteries, dry, and wet primary batteries. 

S. 	 Electrical Products Not Elsewhere Classified 

XVIII. 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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Categories of Industrial Activities 

XVIII. 	 Manufacture of Transpor'ation Equipment (Cont'd) 

' 1. Manufacture of Mot' - ahicles 	 (cont'd) 

and accessories such as engines, brakes, clutches, axles. 

gears, transmissions, wheels and frames. 

2. 	 Ship-and Boat Building and Regirinu: 

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, motor 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 motorcycles, bicycles, tricycles, pedicabs 

and parts such as saddles, seat posts, frames, gears and 
handle bars. 

XIX. Miscellaneous Manufacturing Industries 

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

Manufacture of measuring and controlling instruments such as 

gas, liquid meters, etc. 

2. 	 Manufacturing industries Not Elsewhere Classified: 

Manufacture not classified in any other 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 Warehousing 

Cold storage. 

This list is based on the classification of industries as shown in "International
Standard Industrial Classification of All Economic Activities", published bythe Economic and Social Council (Official Records Supplement No. 5 B),
United Nations, New York 1956. 



SINAI YATIRIM VE KREDI BANKASI
LOANS MADE AINNX VBY INDUSTRIAL CATEGORIES (TURKISH IRA LOAS) 

(THOUSANDS OF TL) 

1963-1970 
 1971 
 1972 
 TotalNo. Total % No. Total !o. Total No. TotalFood Products 69 76,745 8.44 S 14.265 6.67 8Beverages 7.950 2.88 8212 98.960 7.0721.500 2.37 .. .. 0.00 .. .. 0.00 12 1,1500Textiles (including spinning, dyeing 1.54 
and finishing) 136 316,430


Clothing 34.b0 14 60.666 28.37 13 118.900 43.10 163 495,996 35.4516 10.850 1.19 3 8,000 3.74 2 6.S00 2.36. 21Lumber & Wood Products 25.350 1.8110 10.S00 1.16 -500Wood-Pulp & Paper 0.23 4 21.000 7.61 14 32.00016 38.500 2.294.23 1 IS.350 7.18Rubber Products & Tires 0.00 17 53.850 3.8522 20,661 Z.Z7 I Z.S34 1.19 SChemicals 6.216 0.25 28 Z9,41149 S5.718 2.106.13 9 28,750Plastics Products 13.45 11 26.933 9.76 69 111.40123 26.212 2.88 2 2.300 1.08 1 600 
7.96 

Structural Clay Products 0.22 Z9,112 2.09& 3.900 0.43 1 2,000 0.93 1Pottery, Tile &EEarthen-are 4.000 1.45 10 9,900z 3,200 0.00 0.71 
Glass & Glass products 7 

0.35 
0.00 2 3,Z00 0.233.400 0.37 3 7.150 3.34Cemert Products 6 4.720 1.71 16 15,27012 32,520 3.58 1 1.093.000 1.40Iron, Steel k Other Metals 73 

2 1,500 0.54 IS 37.020 2.6596,367 10.60 7 11.300 5.29 8 25.750 9.33Metal Products 88 133.417 9.5463 56,853 6.25 3 3.100 1.45Machinery & Equipment 7 9.500 3.45 72 69,453 4.9636 53,893 5.93 15 40,765 19.07 10 IS.735 S.70 61 110.393 7.89Electrical Machinery, Appliances& Supplies 26 38.583 4.24 2 5.000 2.34Agricultural Machinery & Implements 3 10.000 3.63 31 53.583 3.832 2.300 0.25Manufacture 1k Repair of Vehicles 
0.00 0.00 2 2.300 0.163 18,472 2.03 1 S.000Miscellaueues Io4dastries 2.34 1 10.000 3.63 ? 33,472 2.3924 22.750 2.S0 3 4.125 1.93 a 6 5 2.38 _31 33.450 J.j 

TOTALS 610 "09.3S4 100.0 71 213805 100.0 90 275 879 100.0 771 1.399.038 100.00 

0- -0< 

0 I 

t%0 

I-, 
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ANNX .VI 

_ONAI YATWIM VEKRD I .ANK 

SCHEDULE OF LOAM AUTHORIZED 
UNDER $5 MILLION AD LOAN 277-H-07 

Number ad Amou of Sub. 
NamS Of Em Two of Industry Loans Authorised 

3 Akcimento Ticaret** Cement Production $ 324,71?. 66 

2 Eti Toprak Endustrisi Manufacture of Bricks 42,285. 60 

2 Tdrkiye Sieeve Cam** Glass Production 274,257.97 

1 Ibrahim Erdtiunes we 
Kardeiler Cement Products 	 26,093.48 

2 	 Mutlu AkV Industrial 	Batteries 326,246.81 

2 	 Karadenis Bakir 
Ipletmeleri ** Copper Mining 	 815, 109.52 

I 	 Mahmet All 
Tuscuoglu** Refrigerated Transp. 1,640,000.00 

2 	 Habap Sinai ve Tibbi 
Gas** Industrial 	Cases 1.633, 52. 27.S082,213.31(1) 

(1) Amounts in excess of the $5 million AID loan will be met by unused
sub-loan balances and/or Government of Turkey foreign exchange
allocations. 

** Firm 	is an exporter of Turkish industrial/agricultural commodities. 

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


SINAI TATIRIM VE KREDI RANKAS 
ANNZE TnCOMPARATIVE BALANCE SHEETS 

(IN THOUSANDS OF TL) 

ACTUAL PROECTED
-196B 2k.. 197969 191. -192. -1973 -1974ECT9D 

Cash on Hand and in Bak 25.909 
 16.719 
 44.432 
 28.555
Aeeue4Intvet and Commissions 1.617 21.888
6.851 10.586 14,989 21.834 16,427 16.292Priepaid MlpenssteS 16. 130 21.935 8,200 8.000 4,983 5.00093 554 170 .. 4S1
.TOTALCURa s.J
jAS.MgM 55 6
32.847 27.398 59,975 
 44.855 24,003 
 30.638 3,434 22.060 21.92 

Woz4l
1 Cavital Imans Receivable (TLI 280,385 291.023 223.990Imvestment Caldta 226.148
Lea., Receivable 333.944 385,816(TL) 41.7" 182.857 451.316 520.516Imvestmen 283.498 367.772 50oo,6Capital Laens Receivable 394.302($) -z 1.22? 
"2.716 517,316 575,416 655,585193 Z3.402TOTAL LOAM RECIVABLE 91.290 159.334322.151 473880 - °196079 65.529508,715 599,113 751,648Investm ents :r! 939.812 1.127.966 1.292.01 . 

42 . 6
 
Zqwty Iuvestmefts 


32 2.023 4.058 S.321
InvestmentsI Securites 5.321 12.300 17.300 
 2Z.300 
 Z7.300
565 2 
 2 165 2005 1705 1.400 
 1.100
TTJAL M STM2TS35 
 5.588
Plsperty & Zquipmem- 0(Nt of Depptcla~) 6.504 7,486 7.3_6 14.005487 187004"9 630 636 560 23.4O to-t600 100 __ 6
TOTAL ASMTS 
 355.770 507,36 575.824 
 652.0"0 733.-53 95.005 .177.700 1.3338.071 1.4?$.91 

SC -4 

0 -
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TOTAL, CURRENT7 IJABILTI' 
L24.-18r D0e2 
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L D. Counterpart Loans
A.A. LD. Dotar Lams. 

EXP hr- por t Bank La.Adact Ifrom theCentral bank of Turkey
TOTAL LoNG.TEIjM DEBT 

Capital Stock 

Appro Iritetd:Retained Egrayngs4,0
Legal nReser vo 
Coed agency'
R e 
 e 
Zrtraordlmary Reserve 
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TOTAL S"AREIOLDF., ZQU-y 


TOTAL LIABIUn & 

EQUITY 


____PROTECTED 

968 969 
 1970 1971 
 1972 


1. 199 ,641 2,068 2.335 2.7981. 571 2.109 1.368 1.659 1.9"12.6717 2 .898 2 332 
 2.5499
5.487 6648 5S768 6562 
 7.248 

228.552 
 375.097 
441.013 
 510,864 
 571,749
9% 164 101.630 103.136
1822771103.792
1,227 103.792
5.193 
 23.403 


7 9r 


327,.71j476727 54.3-6 194 74 96 


20.000 20,000 
 20,000 20.0040000 
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SINAI TATIRIM VE KREDI BAXNASI ANX r s VIII 
COMPARATIVZ STATEMENTS OF PROFIT AND LAMIS 

IN THOUSANDS OF TL) 

ACTUAL PROTECTED 
INCOME I96 199 17 17219) 94 9! 7tJi 97 

Interest Received From: 

Workink Capital Lomns (TL) 28,456 31.948 .29,124 7. 111 33.763 44.222 48.159 538,310 66,082 
Invesunent Capital Loans (TL) 1.692 11.907 24.929 38.864 4S.506 SL.5 S6.741 6z.46 71.608 
Investment Capital Leaus ($) ...... 33S 1.230 4. 260 11.700 15.698 I. 199 
Bank Deposits & Other Transactions 1.3SZ S26 S7S 260 1.05 170 ISO 154 I5 

Income From Security & Equity 
Investments 369 146 264 269 285 100 S00 6ff 700 

Commissions & I Joe 786 1.49 2.494 2.6ZI 3.45S 3.400 4.000 4,500 5.000Other Income 74 49 S3 T 24 .... 

TOTAL INCOME 32.729 46,035 57,439 69.474 85,318 103.303 121.250 142.204 61739 

EXPENSE 

Interest o3 Long-Term Debt 22,036 33.289 46.937 56.886 73,0S7 67.328 104,000 I1.3S4 131,639 
Taxes, Fees & Com issions 1.978 2,363 1,535 1.645 859 187S 2.000 2. IS0 Z.ZSO 
Personnel Expenses Z,757 3,3SS 3.79! 4.793 4.966 5.828 6.400 7.000 8.000 
Other Operating Expense 609 526 697 83S 909 1"172 I,ZS0 1.501 1.70 
Depreciation 64 -if a 89 87 10 100 too 

TOTAL EXPLENZ 27.444 39.605 53,049 64,248 79.89" 96.303 113, 75 1.04 149739 

0- .10-4 
'0o I -4-0 
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ACTUAL 

ktom s- tor~e ta_- -T -u. 
Provision for Boes Income Tax 

NET INCOUZ 

Dlstwrhgg. d Net 1mm: 

Divides" 
AUecatious to Lepl Reserve 
Anlocatio. to comSage.measer 

AN Emflca t o/1 dl e1y R oss " * 

MCT INCOMEI 

S.285 

.l 
3.714 

2717 
463 
264-

,34r 

3.714 

6.430 

109l 

4323 

2.98 
545 
32Z 

43il 

4.390 

. 36f 

3-0Z Z 

2.332 
373 
219 

3022 

5.226 

-1,659 

3-567 

Z568. 
44S 
Z61 

3l 

3567 

5.420 

A. "I 

3.519 

2,549 
4S3 
271 

417 

3.5 19 

7 3700 

- 2.L50 

_4. S_ 

3.255 
S5" 
3S0 

350 

M4.550 

?, 5N 

2,425 

3,488 
637 
375 

S 

.M 

10,00 

-I3 . 

6 

4,6k 
$so 
So 

6 

l 000 

-&og 

SS 
I'Of 

Go 
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mam farm omses ar Ineoae mes 
Provla for Thprecl4ati-

]ns Cerstea ran Operatlo.
Loan Pwirla Cof.ctiom 
rlaw Domsiup tic. Loen SomsProceeda from 8les o 1rvestaent and Boods 
&t at Capita stock 

2ota 	Score" 

PFlamut Cc lm-Tm 

tlo&= Disum"
Purebases at Ineant n 

7,amb a of Proper-ty and Equil -eat (Net)
Faymet of Prior Years' Income Tama and BPeyasnt of rSm Tears' D. .iYIdm 
Inerm (Decrvase) in 0Uer, Not Asset. 

Imt1 	 Ayliatms 

loamease (-crease) n met cs 

oCeARATIvR 

6,43D 

7 
6,5w

87,36 
149, 011 

-

24,2,8"5 

-

239,OS35,301. 
81. 

.mms
1,5n1 
2,71T 

3,301 

2M.065 

(9,Mgo) 

SIMAI TATIRN V2 XREI PU A R 
MEMOf~iS CW 8O7E AND APPLICACKC W 

(In Thoumb or 20) 

4,390 

89 
rk,9


n2,33T 
68,61.9
1,313 

186,778 

-

247,1722,229 
2192,109 

2,896 

1.as' 

59.065 

27,113 

AC!UAL 

5,226 
A9 

5,315
22T,372 
72I,'3

km 

20T,582 

-

217,7711,403 
951,368 

2,332 


4WS 

.22 

(15,87n) 

5A20 
OT 

5,507
1kl,85o 
130,066

308 
-

277,751 

296 
291.,384148 


121,659 
2,568 

5,62 

30k..689 

(26,93) 

7,0o0 
10 

1,10o
68,304 
19,8

300 
20,000 

3U~kM 

14,9oo 


356AMG6,979 
1140

1,901 

2,%9 

(14,M2) 

38.__ 


2,21 

PBW
 

7,500 20,ooo 
200 

7,600 
o,2016 

20,20o
M16% 

208,22k
30 I&,S

30 
. -

1,26,360 WAM1o 

1?,612 25DkT71k 
3M8kAo 45%,2Zn5,000 5,000 

200 3002,k150 2,6" 
3 W3 3 U 

3)(71) 

46.49 	 1,o.5a 

( ,W7) 

AM=K 

22,000 

0 
2,100

359,450 
21,fti

30 
-

533,66& 

bm,7rO5,000 
la3,500 

4,650. 

S-.7% 

((0) 

I I C UI
 

. 0" 

1 i -j 
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BINAI IAThX YE EDI RAIAMBr 
SZ3AE OF LOG-TME M 

(In ThUmds of T) 

Yea AD 
11Qil-1u3ty
Deceb 31 Loan 

91 2-19T3--
1.9i1 
197 -

19719T8 

9781979 1,898 
1I80 3,79k.
1981 3,791.
1982 3,T 4 
1L983 3,791198% 4,899
19 6,5 
1986 60011987 6,005
198 6,6"19 6,w5
1990 6,o05
2991 6,005
199 6,005
1993 "6,"oo 
1991t 1,109
195 2,212 
199% 2,232199T 2,222
1998 2,22233 
999 2,212 

200 0 2 2 3 99001 2,2.2
200M 2,912
233 ,212 

To al 101 4 

wfect~ve Pat* ot* Interest 

AI 
Countorgwt 
Loan 

- 66 
133 

233 
132 
33 m 
133 
132 
133 

333 
in 
333 
232 

33
332 
333 
M 

ToaPounder 
AID Bnk 
ML76s [Cens 

- -ii90 

-

-1,89 -

3,791. -
3,79 - -3,794 -

3,794 1,221.1965 5,242
6,138 10,067 
6 38 59,1 0 
6,13T 67,8573 
6,38 72,8n6,13w 11&,19T
6,338 128,659
6,33 1=,49T
6,138
6INS6, 
4, 02 -
2,YA 
2,345 -2,34
2,3%k 
9,35 -

-,3 

2, 3 " -2,3%. -
2,3%5 

11%5.i2.67% 

Central 
Bmnk 
Redicounts 

o -1310 
12,700 

1,6152,389 

50696 

10.92% 

AID Loan ftport/xupor PwoposeG
T-H-0T Ra credt AID L3,an

$5 million *1.81111o 
__ _ 

12, 980 9,18-i.o 
3,T92 1,22D
9,608 3,920 353

12,W18 9,21.0 2,0661,312,291 12,oo 6,691 
11,5T3 22,00 16,91i79,38.1. 8,68092 
7,259 6,'7w 21,6&1,859 22. 20,".22,,4 

2,? 

-

-
-

70,000 m6,Oo 

6.9% Mo be ID be 

2 
T 9 t a I 

IT1,612 
25,4n2 

33,1"1 

10,560 

905 
28,31609 . 

17 ONW-,g
14.129 

30,33%
3_,97 
118,634 

,-63 
6,A37 

2,3" 

2,34 
2,34 

4234. 
2,3%5,32.5 

P2600 

,. 

I-, -- J. 

~0 
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XINAI TATIRIM YE KREDI RAIULCAS ANZX laAAO D. h SCHEDULE OF OUTSTANDING L4AS FROM Nr 
AT DECEMBER 31, I12 

Oma mlm .hilo
skaUx.t, T. 1askapi A. S. AS, T. Carma 

TA S T. Ba1 .__kftleL 
IS. 6.1"93 .. TL 239.385. 93 .T
29. 8. 1 239U&3 .. 7 1 . 94
16. 9.1963 -. 0- 7--I. 

"" ,1'-930.1n.1W8 .. 275,376. o. ..
29. L 19"4 "" " 1.529,967.2230. S.19"4 2.1, u."o. 1.752.231.10 13,15S.37..31. .194 0471.2. 2,23.10 
30.11164 0-- 34771- ,42..3220338.40 .. 401,597. 1227. L IM ... 904.379.36 60 4.SA .. 2.966.4Z31. 5.195 -. 733,979.T437.490. 54 ..31. .IM1 - "* 437,49T. 541,72,249.83 ..30.11.1915 TL I,2.,72413 355.03L.91 .. 2. 111,U3.754S.49. 74 . 1. 730,Z54.18128. 2.1911 3,773,476.0524,307,44. 60 2.1911994.13 TL ,94. 2.087.31. 5.1914 Z,. 7S. 48 TI/ 2Z3. ms. 36,337 61.141.117.136.62
31. 5.194 . 68S,049.44 466.S.,!3,042.083. S? 339,676.SI ,0,195.7? 2.24. 704. 67

52,82.&3030.11.1936 710334.47 7.634, 73.4473. "49. 48 I.789.042.26 Z. 906.917. 9 1.047.921.3323. 112.1967 31.607. ss, 03. 680.4 36 I2,81i, $35.S. 117 2,7%224.04 13.267.424. 3131.31. 5.1967 3.429.127.2S..0. 63, "I. I I --
3,04. 85S. zS $4,146.911.354,.1 245, 045. SZ.2S " zW.16 I?.5,134.46331. 

30. 13. 19? 4.024.919.95 102,3.2.655 
0 - 2. 141.67S. GS 1.223.412.79 3, 365, W&449S4.4S, 82 1. 234,9s0.5629. 2.396. 24,874.604. 16 9. . a?. "751.83.044.65 13.100,244.0J 2.210,473."431. S. 1V" 2.349,543.57 44,918,230.322. 8,37.32

29. 8.1968 7,036.223.26 
-2. 25, 399.23 815,796.03 51732,52.38- 2 375,433.5 84,45a. 1,9.145.3130.11.198 11l 8. mgS, 323, Sil. 6 348,630.18 3.403,410.4 1.,333.4326. a. 19 lo. 1,4411swelSS, an1, 29 35 3.672,321.041 18°21S°13 4.910721 Is 4.o5,4."L25 37. 296, 5. 14 

(D I 

:2 Q0 X 

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


ANJcNE Xl 

•PACM a 

T. Is Daakasl A.4, 
Osmanu Baksi 

-A.S, 
. 

Akbank T.A.S. T.Vakiflar Bankai 
T. Gsaat 
Bnkislj 

31. 5.1989 
29. .1989 
28.11.1959 
26. 2.1990 
30. 5.1990 

TL 

--

--

6,610,653.39 
6.381.049.45 

-. 

TL 894.1I6. 3 
1.380,475.98 
1.995.711.75 

-

TL 
..--

2.808.173.45 
5.160.840.77 

18.434.490.51 

TL 758,933.72 
1.838,530.62 

144,838.44 
3.714.956.52 

TL 1.075,710.97 
4.615.125.45 
1.614.995. 95 

11.843.315. 34 

TL 1.834,44.6 
1015.956.45 
14.911.07.53 

10Z 349, s3.5? 

31. L 1990 ..... -

30.11. 1990 
28. .1991 

1. 3.1991 
12. 3. 

9.571,657.9 
. 

?., 
.13.3.0713.53.07 

583,943.7? 
Go 162, 539.94 

7,737,6Z1. 30 
. 

3660.938.4 
-

324.08. G5 

--

2,730,23. 

14 927. 63. 

00 

79 

-° 

26,.89.393.61 
6.162.539. 

20. 251. 692.44 

30. Ia. 1991 39.036219.19. -- 2332, 053.60 - 59. 368.2.79 

T4"I TL314.036219. 19 TL 40.347.263. 96 TL 119.446.630.z9 TL 43753036.0C TL 54145.230.45 TIL 571.748.374., 
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AYE V! 1973
 
Page 1 of 1 

MUIARZT I7U0 &INUZA TION t1otal 

1 31.12.199  -2 )0. 6.1970 TL 101,141, 3 2.
) - TL 2,390,866.63 n 2,39o,s66.6331.12.1970 101,14 ,352.55 - 2,430,494.26 2,430,494.264 30. 6.1971 101,141,352.55 . 2,0,U66.63 2,390066.635 31.12.1/1 01, 141,,355 22,430,44.26 2, 430,494.266 30. 6.1972 301,141,352.51 . 2, fl, 507.3)7 )1.12.1922 101,141,35a.55 2, 397, 50.)- 2,/.23,d .3.57 2,423,& 53.7a 30. 6.1"3 101,141, 32.55

9 2, Y,8.6663 2,390,866.6331.12.191) 101,141,352.5
10 . 2,430,494.26 2, 430,194.2630. 6.1974 101,141,352.55 . 2,39O,&f6.63 2,390,666.63
11 31.12.1974 101,141,352.55

12 . 2,430,/.94.26 2,4)0,494.2630. 6.1975 101,141,352.55 - 2,390, 4,. 6 1 -, -0,866.63 13 31.12.1975 101,141, 352.35 - 2,430,494.26 14 30. 6. 1/6 101,141,352.55 . , 111, 5 /.; :?,y,/.15 31.12.1976 101,14, W-55 1

57 2.421,85 5 516 30. J.197" 101,141,32.55- "'. ' ' 
.t1.l117 .31.12.17" 101,141,35 .55is 30. 6.197 101,141,35-".55 tY..)0,05..19 31.12.1978 101,141,35..35 

-,0, 

2,A.0,/,94.2f. 4,3(U,4,94*2630 30. 6.1979 101,141,352.55 2,390,8',.6) ?,390,N6,.63 21 31.12.1979 11,141, 52.55 T1,bno.r,1,97,601.02 2.,10J, 4/,,6'30 2L4, 328, V)5.2822 30. 6.1980 99,43,751.53 1,896,700.00 .i f"J.'1 4,27,2;..2123 31.12.1980 ,347, 051.53 1,0'6,700.00 2, Viy0c',.lO 4,225,6ek. 1024, 30. 6.1981 95,450,351.53 I,8),,7'o.C0 2,50,/..125 4,147,182.5131.12.1981 93,553,651. 53 1,896,7U0.00 2, J, -19.,12 .,1)6,919.82..26 30. 6.198 91,.56,951. 53 I,(,6,7 03.'13 2, I ,.l1..o0,. 4,053,606.5027 31.L2. ,C2 b9,7.0,151:53 1,:056,700.00 2,1 ,.. 13 4,0,792.8328 30. ('.1983 L7,, ,551.s5 1,0.96,700.00 i. 0G,, 3 3,960,030. 1930..29 31.12.1983 1,896,7 00. 0005,966,Gfi.s, 2, 049,':65.85 3,946,665.8530 30. 6.1934 a4,0O, 151.5131 1,4.96,700.0 1,,In5,2,15.54 3,871,954.5431.12.1984 82,173,. 51.53 3,002,151.53 1,949,4v7.*7 4,951,649.3032 30. 6.19.5 7,17 1, 300. Uu ),UU,70.U U 4,654,210.2433 31.12.1955 76,16r, 603.00 300-,700.0034 3, I,6.., 5/.5.2. 4, U12, 245.2230. 6.1986 73,165,900.00 3,002,700.00 1,7CS,573.30 4,711,Z73.3035 31.12.1986 70,163,200.00 3,002,700.00 /.,231.17 4,666,939.17
36 30. 6.1987 67,160,500.00 3, 02,700. 00 1,5(.5,u Y. .16 
 4, 5 f, 3' 36G7 31.12.19e 64,157,800.cO 3,002,?00.o0 1, 5L:,933.10 4,521,633.1038 30. 6.1968 61,155,100.00 3,002,70.00 1,.4:',,1.01. 39 31.12.19M 58,152,400.00 3,03,700.00. 
4, 429, 351.01 

1, 39,. 73.97 4,.72,573.9740 30. 6.1989 53,149,700.00 3,002,100. 00 1,Z19,762.48 4,282,462.4841 31.12.198 52, 147, 000. 00 3,002,700.00 1,?2!N, ro.9942 30. 6.1990 4,231,020.9949, 1", 300.0 3,002,700.00 1, I v 4,1.,525.5443 31.2.2.1990 46,141,600.00 3,01y.,700.00 1,Ot., J..92 4,085,714.92
44 ) 0. 6.1991 43,138,900.00 3.,002,700.00 993,i'd.61 3,996,54.6145 31.12.1991 40,136,200U.00 3,002,70). 00 91 /,?0.L&7 3,940, 4,.6746 )0. 6.1992 1,133,500.00 3,00,700.00 S53,315.20 3,856,015.2047 31.1".1992 34,130,000.00 3,002,700.00 790, 2.Y.70 3,792,937.7846 30. 6.1993 31,12d, 100.00 3,002,700.00 708,014.7249 31.12.1993 3,710,714.7228,125,400.00 3,002,70u.00 647,0)6.'5 3,649,796.7550 30. 6.1 9.f 25,122,700.00 3, "52,700.00 565,077.7951 31.12.1994 3,57,777.7922,120,000.00 1, 106, 00.00 501,790.68 1, 607,790.6852 30. 6.1995 21, 014,oo. oo 12106, 00. 00 4,928.84 1, 74,928.8453 31.12.1995 19,908,000.00 1,106,000.00 451,611.62 1, 557,611.6254 3. 6.1996 1,802,000.00 1,106, 0G3.00 420,733.28 1,526,733.2855 31.12.1m9 170460000.00 1,106,000.0056 30. 6.SM 16,9,o000.0o 1,0 o6,00.00 400,035.74 14506,335.74370,206.99 1,476,"06.9957 31. 2.3997 1504"0.00ooc 1,6000.008 .6.199M 14,373,000.00 1,106,000.00 351,25.01#9723.4320,646.5 1,46,4046.0531.12 • l.),27,000.00 .1,06,000.00 301,074.41 I, 40, 744130. 6. 12, 366, 000.00 1,106,000.00 271,45.12 1,377,48 .1261 31.12-3W99 11,060,000.00 110600.0062 30. 6.m000 250,895.34 1368539,954,o000. 1,0 oo.00 222,741... 1,36,741. 1563 31.12.2000 8,8,000.0

64 6.3001 
1, 06, 000.00 200,167.67 1,306,267.8730. 7,742,000.00 1,1u6ao00.02 172,763.26 128,763.2665 30.12.2002 6,636,000.00 1, 106,OO00.00 250,$37.21 1,256,53.2166 30. 6.a s,53o, ooo.o 1,106,00=.00 23,402.33 1,2,4m.3)EQ 31.12.2002 4,424,0.

60 30. 6.200) 3,31, . 
000.00 029.00 100,M.4 1,04M.1410,16, ooo.oo 74, ]"1.4 1, 300OI.4o69 31.12.2m0 221, , o0.oo i 106,0oo.oo o, ,0 1156,179.070 30. 6.2004 1,106,o00o0 1,106,k00.00 24,749.02 310,749.02 

BEST AVAILABLE COPY TOTAL I1, 101,11,4 2.255 M. 6,090,192.56 TL 19,23 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
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AN1NEX XIII
 

AID-DLC/P-1091
 

June 6, 1973 
I ~Page 1 of 14 

CfECJICT OFT SJT ","CPITFJ7A 

SINAI 2ATIR( AAS A.O. 

The folloving abbreviations are usedt 

FAA -- Foreign Assistance Act of 1961, as amended, incorporating 
smenfhents effetted by the Foreign Assistance Act of 1971 

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

1. FAA See.02 Assistance wherever prcticable Code 941 countries are
consists of U.S. commodities and serviou *lgile pursuant to
 
furnished consistent vith offort to Improve M.0. l 11.
 
the U.S. balance of ,ymentz.
 

2. FAA Sec.201(b). Manner in which loan will See Sections I and F of
 
promote countey 'a economic devel.",msnt, Capital Assistance Paper

emphasizing long-ran ;Lans for developing

economic resources and production capacities.
 

3. FAA See.2O1(b)(l). Informtion and conclusion xIm Do* has extended 
on availabilityr of financing from other free $4.4 million line of credit. 
world sources, including private sources No other free-world source 
within the United States. 	 financing -allable at this 

time. 

4.FAA See.201(b)(2). Infomation and conclusion See Section D of CAP.
 
on activity's economic and technical Turkey can repey the

soundness, including 1Le capacity of the 
 loan at a reasonable rate
 
recipient country to repa the loan at a of nterest. 
reasonable rate of nterest.
 



5. FAA Sec.201LB)(3). ?nformtion and 
, 71 o11 L;%10ioz.,. IUf 
prosuise activity will contribute to 
development of economic resources or 
increase of productive cepacltfle. 

6. FAA Sea.201(b)(4). Information aM 

conclunion on activita's relationship 
to other development activities, 
and its contribution to realizable 
long-range objectives. 

T-	.TA !.2O1(b)(5).Country's *e-
help maares. 

See foetions B.1, E.3, 
V. ~ r,,~och.(m'3 

See Sections As D.l and 
F of CAP. 

The counUt in takin adequate
self-help maesmn. In respect
 
to the balanoe of psments,
 
perhaps the most notable single
 
masure vas the 67% devaluation
 
of 	the ?urklsh Lira in 1970.
 
The devaluation tr4igered a 
surge in workers' Zrmittances 
and in export performance

whieh is still continuing. From
 
the point of view of domestic
 
financin the Ooverment has
 
recently completed the sale of 
TL 4 billion worth of bonds to 
assist In financing the 19T2 budget,
These bonds were sold largel4 to 
the private sectors and this
 
method of financing van in place
 
of the customary resort to

borrowing from the Central 
Bank. This relatively non-inflation
ary financing plus more effective 
control of expenditures Is evidence 
that the Government is
Imaproving its abiitly both to 
control and to finance its budget.
 
Other self-holp measures include 
a series of investment encouragewont 
lav which am designed to channel 
Investment into high-priority
 
sectors. The Parliamnt recently
 
has appod the Third Five Year
 
Plan vh:.ch calls for the percentage
of GNP devotod to savings to
 
rise from 19.6% at the beginmg
 
of 	the 2M to "5.4%by 197T. Sia 
mn that of every 100 L of 
additonamlatiol pzrofet,
38 mot be aved aMd Invested. 
Ws ga Is inacative of 

Td'kqrS comiteent to self-belv to 
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AX Im Page 1 of 14 

CfCMlICT OF STJTCf CPITf=rA 

TURM 

SINAI YATII U KI2MI AUASI AO. 

The following abbreviations are usedt 

FAA --	 Foreign Assistance Act of 1961, as amended, incorpomtit
 
amenents effected by the Foreign Assistance Act of I9=l
 

APP --	 Foreign Assistance and Related Agencies Appropriations Act,197* 

1. 	 FAA Sec.102 Assistance -eherever practicable Code 941 countries axe 
consists of U.S. coenodities and servioes eligible pursuant to 
furnished consistent with efforts to Impoe M.O. I4ll.5 
the U.S. balance of payments. 

2. 	 FAA Sec.201(b). Manner in vhich loan vill See Sections I and F of 
promote country's economic develoment, Capital Assistance Paper 
emphaizing long-range plans for developing 
economic resources and production capacities. 

3. 	 FAA Bec.20(b)(1). Infornation and conolasion Exis Bank has extended 
on availability of financing from other free $4.4 million line of credit. 
world sources, including private sources No other free-world source 
wl -"n the United States. finarcing available at this 

time. 

4.Iei.201FAA b)(2). Information and conclusion See Section D of CAP. 
on actlvlt's economic and technical Tutey can repq the 
soundness, Including the capaciy of the loan at a reasonable rate
 
recipient country to repay the loan at a of interest.
 
reasonable rate of interest.
 



5. 	 FA Sec.20(B)(3). information and 
.. c ~ion 011n %iaiAt.u of rt-zuonabIc 

pruise activity vill contribute to 
development of economic resources or 
inerease of productive capacitWeu, 

6. 	 Fi Sac.2Ol(b)(4). Informtion ana 
conclnsion on activity's r9latiomlsbp 
to other developmnt activities, 
and Is contribution to realizable 
long- range objectives. 

f Country's self-
help IaMsurs. 

7. Oas.20(b)(5). 

See Sections Li., E.3, 
V,' VAwv,,c'm(V. 

See Sections A. D.1 and
 
F of CAP.
 

The country is taking adequate 
selt-help mesureso In respect 
to the balanoe of paymonts, 
perhaps the most notable single 
measure was the 67% devaluation 
of the Turkish Liz in 1970. 
The devaluation triggered a 
surge in workers' remittances 
and in export performance 
which 1s still continuing. From 
the point of viev f dowestic 
financing the Coverment has 
recently completad the sle of 
TL 4 bL ion worth of bonds to 
assist in financing the 1912 budget. 
These bonds were sold largelr to 
thc private sector, and this 
method of financing vas in plzce 
of the custcmary resort to 
borrowing from the Central 
Bank. This relatively non-inflation
ary financing plus more effective 
control of expenditures is evidmnce 
that the Government is 
iniprovirig its ability both to 
control and to finance its budget. 
Other self-help measures include 
a series of investment encouragement 
laws which are desgned to channel 
investment into high-priority 
sectors. The Parliament recentLy 
has approved the Third Five Year 
Plan vb.ch calls for the percentae 
of P devotod to savins to 
rise frcm 19.6%at the beginning 
of the MW to 25.i% by 1977. ft" 
meam that of eve 100 TL of 
additical nstioml products 
38 mast be saved a tImested. 

-isgoal Is Indicative of 
2Uz l's cmitent to se-U-b to 
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finance its Industril lsetion 
prgram. 

8. F&A Sc.201(b)(6). Znfortion and It Is anticipated that most,
conclusion on possible effects on U.S. if not all, of amount ofeconci, vith special reference to 
 loan vil finance goodB of
 areas of substantial labor surplus. U.S. source and origin. 

No information can be developed 
as to whether any specific 
labor surplus area will be 
benefited.
 

9. FAA Seo.2Ol(b)(7). Intafmion and Despite criticism within and
conclusion on the degree to vhich the without Tirkey that Turkish 
country is making progress toward authorities have been overly
respect for the rule rT lay, freedom repressive against dissent,
of expression, and e the press$ and ve believ that Tuxkey
recognition of the importance of bes 	made satisfaetory progress

individual freedom, inittative, and towards all of these goals.
private enterprise. Particularly Important is the
 

Government's prcmise that 
elections vii be hold, 
as constitutionally required, 
in October, 1973. 

10. 	 FAA Sec.eol(b)(8). formattom and Although there remin.
conclusion on the degree to which 

a 
strong tradition of public
th 	 country is taking steps to 	 sector Investent dating

Improve its climate for private back to the early days of theinvestment. 
 Republic, there is a growing 
smjphasis on the private 
sector's role in investment 
and 	production. The latest
 
official statemento and 
decrees bay& increased and 
encouraged the use of private 
sector investment Import 
quotas. Furthermore. the 
several-faeoted encouragement 
scheme (custom tax exemptions 
and deferments, low cant 
wedium term credit, tax rebates, 
etc.) hav* been applied to 
private fIme throughout
Turkey. The Undersecretary 
of the Ministry of Industry
has 	called for mjority private
ownership In joint public
private actIvItles so that 00 
profit aotive aiht lead to 
=x efficiency. 



11. 	 PAA S*c.201(b)(9). Informtion and 
conclusion on vhether or not the 
e,,tivity to be financed vil. 
contribute to the achievment of se-
suatainin grouth. 

12. 	 FPA Bec.2o1 N). Cmliance with 

requ st,tbt funds not be 

usd to mks loans to rVe tha
 
treaty countries in any fiscal 
yearo 

13. 	 FAA Bec.201(b). Informtion aM 
conclusion on rosonable prospects of 
repayment. 

A. 	 FAA Sec.201(d). Information and am-

clusion on legality (under lava of 

the country and the U.S.) and 

reasonableness of lending and 
relending terms, 

15. 	 FAA Sec.201(e). Information and 

conclusion on availabilli of an 

application together with 

sufficient information and assurances 

to indicate reasonably that funds 

will be used in an econamical3y and 
technically sound manne. 

16. 	 FAA Sec.201(f). If a project,infoietion 
and conclusion whether It vill prote 
the economic development of the 
requesting country# taking into account 
the country's human and material res-
ource requirmnents and the relation-
ship between the ultimate objectives 
of the project and the country's 
over&l economic development. 

17. 	 ?AA Sec.2010(). If a project, information 
and conclusion vhother it specificall 
provides for appropriate particilation 
by private enterprise. 

O 	 AVAILABLE COPY
 

%a Project will have that
 
effect. Bee Sactions A
 
D.I,, L.I. ,. nnd F or tha
 
CAP,
 

this limitation il not be
 
violated.
 

t-ozr, are good prospects for
 
the repsyment of the loan.
 

2he 	terms are lawful under 
U.C. law and appropriate
 
assurances of their legality
 
under Turkish lay shall be
 
obtained as a condition
 
precedent to disbursement.
 
The loan terms are reasomble.
 
Belending ters vii be
 
approved by A.I.D.
 

An application has been received* 
Expected soundness of economic 
and technical uage of funds 
lu covered in Sections A.D.I 
D.2, 	 E.3 and F of the CAP. 

The economic development of' 
Turkey will be promoted. Account 
has ben taken of the impact 
of the loan on Turkey's overall 
economic devlopment. See 
Sections A, B.3 and F. of the 
CAP. 

Te private sector of the Turika 
economy will be the prime 
beneficiary since funds made 
mailafle under the loan can be 
usd only for relending to private 
sector enterprises. a= is itself 
a private sector enterprise. 
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18 	 FAA Sec.202(a). Toial amount of 
73VY:v uder loan Which is going
JiructlY to private enterprise, is 
going to intersediate credit 
institutions or other borrowers for 
use by private enterprise, is being

used to finance Imports frun private
sources, or is otherwise being used 
to finance procurements fro private 
sorcea, 

19. 	FAA Sec.20T(a). Infonmtion that U.S,

assistance places appropriate

emphasis on encouraging strong
economic, political, and social 
institutions needed for a progressive
democratic society. 


20. 	FAASec.208(b). Information aM 
conclusion on the extent to vhieh 
the country is creating a favsble 
climate for foreign and domentle 
private enterprise and Inveateent. 

All of the loan vinl be
 
und to finance Importm byr

the private sector, 'hrovjh 
Sr1B, an intermediate crodit 
institution. Dollars provided
under the loan will be used to
 
procure goods and services
 
from the U.S. private sector
 
and Code 941 countries.
 

U.S. 	na ltance places appropriate

araphasil on encouraging utrong

econcmic, political and social
 
1stitutions needed for a
 
progressive democratic society.

A key purpose of U.S. assistance
 
to Turkey is institution
 
building. In this loan a key


development banking institution
 
will 	be strengthened with 
machanisms built in to encourage 
loans to relatively less-developed 
areas of the country. Iy
assisting inthe mobilization of
 
private resources for development,
 
this loan will expand popular

participation in the development

process* 

Turkey is makin catisfactory 
pragreas 
in t1e area of encour
aging foreign private investment.
 
Frr 	 1951 to 1970, authorized 
private foreign Investment in 
non-petroleum activites amounted 
to M 2.5 billion ($178.6 million 
at current exchange rate) of 
which 36.9%was actually carried 
out. Petrleum exploration and 
refinery Investment by foreign 
co mnies came to $307.3 million 
for the period 1954 through 19TI.
 

BFST AVAILABLE COPY
 



21. 	 FAA Sec.208(c). Informtion and 
conclusion on the extent to uhich 
the country is increasing the 
role of the people inthe 
developmental proces. 

22. 	 FAA See.08(e). Infornmation and 
conclusion on the extent to whch 
the country is Ving to mke 
contributica of its own on the 
projects and prog ms for hich 
assistance inprovided. 

23. 	 FAA 8ee.208l. Information and 
concluion -o-er than above) an 
the 	extent to which the country

is responding to the econole, 
political, and social concerns 
of its people and showing a eaer 
detei ination to take effective 
self-help masures. 

betwn 11 and 19T2 private foreign
investment was hesitant to enter 
Turkuy becausa or urvtab.e ryil1tical 
conditions and the difficulty of 
meting four conditions set forth 
t7 the "above parties government" for 
foreign investment (the maximum 

e9%foreign ownership was probably 
the most difficult condition).
However, since late 1972, this 
latter requirement has been do facto 
abolished end statements encuargGi 
private foreign investment have been 
forthccning from hlgh governmont 
officials. (See also FAA Sec. 
201(b)(8), No. 10 above); 

Turkey is increasing the role of 
the 	people inthe developmental 
process through its democretic 
institutions and through such
 
echanisma as vllage and famer 

cooperatives. Mw T was debated 
and 	passed by the popularly elected 
Parliament. The land reform
 
legislation proposed t7 the OURT 
requires that in order to raceive 
land, fannerB taunt belong to 
cocoperativea. Popular involvement
 
In the country's development also 
takes place through the financing 
of numeroua investment projects 
by private pension funds. 

The amount of contribution of funds
 
frc SM itself and its Founder
 

anks is considered adequate.
 

Ow GOIT is responding adequately to 
sech concerns and in taking cufficient 
self-help measures. 7he TFYP is 
intended to be a first step toward 
Tarkey's Integration with the 
European Cemon Market. A number 
at reform measures are pending,
Including land and tax refom. 
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While the final form of these measures
in not yet known, It isquite clear 
that ayofatifcatlun IrAtilOhe'oproposals will be made by the populAirly 
elected Parliament. 
are discussed above 

Solf-help measures 
under Section 

201(b)(5) (No.7). 
24. FAA sec.281. Extent to vhich the 

loan rV.contribute to the 
objective of ,,ssuring mzu 
participation in the task of 
econcmic delopment on the part
of the people of the developing
eountries, throngh t e encourage-
ment of democratic private and 
local governmental institutions. 

2his loan will contribute to that 
objoctive by making loans to firms 
inthe private sector which contribute 
to the economic development of Turkey.
It is anticipated that these firms 

vill in turn become more attractive 
opportunities for investment by private
citizens. The demand for such 
Opportunitiec i3 currently very high 
inTurkey.
 

25. FAA Sec.60o(a). -ormation am (a)The loan vwil encourage tbn flowconclusions viettv loan will of International trade by pro .,ingencourage efforts of the country 
 for the export of goods to Turkey
to: (a)increase the flow of 
 from the U.S.. (primarily) and Code
international Ltmde; (b)foster 
 91 countries; (b)private enterpriase,
rivate initiative and coretition; initintive and cCopetit.)n will be) encourage developoent and encouraged; (c) the loan will haveuse of cooperatives, credit unions, no dir-!'t effect on the developmentand savings and loan association.; 
and uBk )fcooperatives, credit
(d)discourape monopolistic practi- unions and saving and loan associations;
ces; (e) bmprove technical 
 (d) It isone of the goals of SYK
efficiency of industry 
 jriculture, to reduce monopolistic practices to
and com eroe; () stren6 hen free the extent that It wes not lead tolabor unions. 
 uneconomic practices; (e)another prime 
SM goal Isto foster technical 
effIciency of industry; (f)the
loan vill. have no measurable effect
in strengthening free labor unions.
 

26. FAA 8e6.601(b) Info tion and The loan wil finance and encourageconclusion on how the loan vill the export of U.S.encourage U.S. private trade 
goods and services 

to Turkey. Moreover, this loan isand investnent abroad, and how It oriented toward the strezgtening ofwill encourage private U.S. the private sector of the econogy. Aparticipation inforeign assistane stranger and more vYjorous privateprograms (including use of private sector should increase the possibilitiestrade channels and the services of 
for participation by U.S. capital andU.S. private enterprise.) 
 provide a better market for U.S.
 
products. 



2T. FAA .._1-.d ±conelusion and 
Cup information on comp)Aance1 Or-1 

with the Congres ional Paley that 
engineering and profeusional. servios 
of _n.S. fime end their afftliate 
aM to be wsed In connection with 
capital pojet to tbh iMuImIn SXt t
consistent vith the natioel interest.
 

28. FM Sec. 602. nformation and conclu-
sions whether loan vll permit Aweriean 
smll buuiness to partitipate equitably
in the furnlzhing of goods and meryices 
financed by it. 

29. 	FAA Sec.604(a). Compliance w.U 
restriction of Comnodity proCureMent 
to U.S. except as othoivise datemined 
by the President and subject to
 
statutory reporting requireento. 

30. 	FAA5ecA.D(b), Coupliane vth 

restriction that no funds be used 

to procure bulk c moditeasat
 
prices higher than the mrket price

prevailing in the U.S. at time of 
purchase. 

31. FAASe.60(s). Compliance vith 
requiement that marine inumane 
on coomodities be purchased on
 
competitive basis or, if the
 
Participatin 
 country dincrlmina 
against any marine insurance ecopo 

es 

authorized to do business in any

State of the United States, that
 
insurance be placed in the U.B.
 

32. FAASec.608(a). Informtlon as to 
the utilization of excess Personai 
property In lieu of procurement of 
new iten, 

.tIs anticipated that engineering 
and 	Professional service 
 for
 
technical assiatance to certain
 
subloan project. v1i be obtained 
fron privte aooes in the U.S. 
See section Bi of CAP. 

Normal fialfl uinslese Publication 
Will be required. 

Code 941 countries are eligible
 
pursant to N.O. 1411.5
 

No cmmodities vill be procured
 
In bvlk.
 

2his viii be complled vith. 

fxeess property utilization is 
considered inconsistent vith 
the nature and structure of 
this loan. 
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33. 	 FAA Sec .1()(). nformation and con- All mcesary planning has
 
clueon on availability of enineerings 
 been acccmpliched. The coat

i:.'. -3. other planeuiAd 	 ucceasa y to t:, to. '- it,e,,,.. t .J,i d 

carry out the assistance and of a 
 to tho maximum Auida :avaiolble 
reasonably firm estimate of the coat of 
 under the loan.
 
the assistance to the United States.
 

34. 	 FAA Sec .11(a)(2). Necessary Legialatel All Government of Tttrkey legis
action required within recipient country lative action required vill be
 
and basis for reasonable anticipation such accomplished.

action will be completed in tme to permit
 
orderly accomplishment of purposes of
 
loan. 

35. 	FAA ec.611(c). Compliance with 
 This Section vil be complied with. 
requirement that contracts for constmrue
tion be let on competitive basls to
 
maximum extent practicable. 

36. 	FAA Sec.61i(e). Compliance with the Such 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 the cepablity
 
of the country (both financial.and
 
human resources) effectively maintain
 
and 	utilize the project taking into 
account among other things the
 
maintenance and utilization of projects
 
inthe country previously financed
 
or assisted by the U.S. (Such certi
fications are to be approved 1W the
 
Administrator or appropriate assistant
 
2chinstrator per Delegation of
 
Authority #T3 before assistance Is
 
authorized.)
 

37. FAA ec.612(b) and 636(h). Appropriate No such steps are required
steps that have been taken to assure or possible for this loan. 
that, to the maximum extent possible, 
the 	country is contributing local 
currencies to meet the cost of contrac
tual and other services and foeign
 
currencies mned by the U.. are
 
utilized to mt 
 the cost of contrectual
 
and other services.
 

BEST AVAILABLE COPY 
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38. FAA fe,620(a). couplIance vil Turkey is not in vloIatlmo
prohibitions o~anst assistance to of theso sections. 
Cure and ery country (a) which
 
furnishes assistance to Cuba or failed
 
to take approiwate steps 1W February .A,

19641, to provet ships or aircraft under
 
its registry frM carrying euipsment,

mterlals, or suppliis from or to Cubj
 
or (b) which sells, furnishes, or permits
 
any ships under its registry from casMrin
 
items of primry strategic sitniflcancs,
 
or items of economic assistance.
 

39. FAA Sec.620(b). If assistance to the Turkey is not conu led 

Government of a country, existence of the International Communist
determination it Is not controlled by movement. 
the international communist movement. 

/40. FAA Bec.620(c). if assistance to the Turkey is not in vio2ation 
government of a existence ofcountry. of this section. 
indebtedness to a U.S. citizen for goods
 
or services furnished or ordered where
 
such citizen has exhausted available legal

remedies or vhere the debt is not denied
 
or contested by such government or the
 
indebtedness arises under an unconditional
 
guaranty of payment given by Rueh 
government.
 

41. FAA ec.620(d). If assistance for #,V Such exports are not 
productive enterprise vbich vil ceapate contemplated.

sith U.S. 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.
 

42. FAA See.620(e) (1). If assistance to fluky is not Ineligible
the governinent of a country# extent to under this Sotion. 
which it a(Including government I"oee 
or subdivisions) has, after Jhnwamx 1 
1962, taken step. to repudiate or nullify
 
contracts or taken any action Ahich has
 
the effect of nationalizing expVVrpatu,
 
or othervise seizing ovnerehip or ecatmo
 
of property of U.S. citizens or entities
 
beneficially owned by them withot
 
taking appropriate steps to disebmaM
 
its obligations. 



4-3. FA Sec.6o(t) Ccupliane with
prohibitionsam 


inst assistsn 
 to
any coin&ist Country. 
4. FA 3ec.-fo(t). COmPliawg vItt 920bS-

bition aansuat use of amalianee to 
compansate owners for expropriated 
or nationalized prope"1. 

45. FAt e. 620(h). Colmpane vlth reu-
lations and procedures adopted to ensure alpinst use of asaistanee 
in a manner vhich, Contrary to thebest interests of the U.S., promotes
or easista the foreign aid projects
or activities of the Communist-be
 
countries. 

46. FAA sec.O(t). NXjtene of deter-
mination that the country is engaging

in or prelaring for aggressive milltua
efforts,. 7 

47..FASec.6O(j). Infozi~tion on reprsent- No such 
ation of the country at any internato.
nal conference vhen that representation
includes the planning of activitiesinvolving insurrection or subvermon
against the U.8. or countries 
receiving U.8, assistance.
 

48. FAA See1 (j). Existence of a determi-
nation tnt the country has permittedor failed to prevent destruction cf
U.S. propertv by mob action or has
failed to take steps to prevent a 
recurrence and to pay copensation 

4&9. IPABe If eostruito of 
produe enterpri/where agpreptevalue of assistance to be furnished
by U.. viil eaeed $100 million,
Identification of statutory 

50.* authority.FJA ec.6.. Consideration whieh has 
.~ ~.~.~-t. di$jrg sesintwnce to the
vern3nut of a country which afterDecember 31,1966, has failed to institutethe imestwnt guarn.at: pxqr for thespeclfic rlk of IoonwrtiblUt 

expropation or (:onficatia, 
and 

%ts not a counit ountr.
 

Lan fuods V1,1 not be used for
 
such pursoese.
 

tseh cowam1anes Is assured. 

No such action is contemplated 
by Tdzbe. 

information has been relve 

Police, gendarmarle and security
forces in Turkey have thecapabillit and hae demonstrated 
their readiness to provnt

such mob aetion. 

this prohibitio viii not be 
violated.
 

Turkey has an Investment
 
gimnntv progm in £o.'ce., 

BEST AVAILABLE COPY
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51. F Sec. n C nliano. with I is not ineligible

A' aviet, aseistwe to undr section.eountries which traffie or pemit
trafficking i'ith North Viet-]hM. 

5. FAA Se.B620(o). If country as seLed, or No Ouch action has beenImpoeed any pena.t, or sanction aSiat, taken 1' Tukey.any U.S. tishng vessel on account of
its fLbIn aativiti.s in international
w1ers, iOn ataOn on the consldevaton 
which t;j been given to excluding the
 
country frcu assistance.
 

53. FAA Bee.620ty). U.A.R. restrictln. Not aiplabla.
54. !hL8). UxisteNSe of A tult Negotiations are oontinuifninPB nt ur any lbraign Assistance betwee the OWAct loan to the country. and US= 

over the mnt of thr bills 
of Collection totalling about
$30,000. Xn view of th fact
tbaft negotiations an still 
proeeding and of the =allamount involved, It i consIdur
ed that Tiutey is not ineligible
under thi section. 

55. FAt , O(s). Consideration of *Wow Turkey is not devoting anthe ontz, is devoting an umuoessawprcentage of its budget for Y&lia" unneceamry percentage of its 
purposes, budget, or unweceesarily usingor ustrig foreign exchange for foreign exchange, for militarymilitary equitentp and the amount purpose and equipment.spent for the purchase of sophisticated Consideration has been givenweapons syt , to the amount spent on
 

ssohisticated weapons sstms. 
36. TA. Be . Ccmlianc. with Not 1abplesbm

preobi~t/o---aid If coMetry hassevered diploatie relations with
U.S. Uless agrements ve ben

neotiated after raswption of

relations,
 

5T. , ,See* ().Stls of the countr with rkey is not delnquent inresect to Its dues, assessmenta 
and itz U.I. obligations.other obligations to the United Nations. 
58. FAA Bee.6ti). Compliance with prohibition 2ia requlrement will be mt. 

on rinnl non-U.8.-mnufaet ed motorvehicles (except where special crestanceu 
exist and a waiver is authorlaud.) 
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59. Ag.5ecW Coalianoe with requiemnt Vhile the use of engineerln
that payments in excess of $21,0CO for services financed vith loan
architectural and englwering seivie. funds is epeotedp no payments 
on any one project be reported to Congress. in excess of $2,000 are 

antIcipated. IMnever, arny 
u,:h wisti l l bce reportad. 

60. 	 !a Sao..1O* Cnliance with bar ainst Punds .21L not be used for
 
funda to pe pensions, etc., for such purposes.
 
military personnal.
 

61. 	 A= S.T106. Copliance with requirement Sueh ecapliance vill be m-d.
 
for approval of contractors A cont.'aot
 
terms for capital projects.
 

62. 	 Ap Sec.108 Compliance with bar a~ainst Loan funds will. not be used
 
use of funds to pey asseesmentsp etc.,p of for such purposes.
 

6?. FAA Bec.209. Desimability of furnishin No funds from other donors 
assistance through multilateral or are available for this project
regional prorwus, at thIs tim.. It Is hoped that 

they will become available 
In the future. 2his project 
does not lend itself to a 
regional program. 

6%. FAA Sec.481. If country has failed to Turkey Is cooperating fully

tei adequate stepL; to prevent narcotic in eliminating illicit trade
 
drugs from entering the U.B.unlawfully. in narcotic drugs.
 

65 	FAA Bec.605(e). Conpliance with No agricultural comwodities 
restriction against procuring with Ao.oD. will be procured vith funds 
funds agric laral comoditlee outside Irovided under this loan. 
the U.S. when the domestic price of 
such cm odity is less than parity. 

66. 	 FAA ec.t611(b); Apy Sec.1l1 Given SYK's charter, no water 
C mplience with requirment that plans or related land resource 
for any water or related land resource construction project or program
construction projects or progra will be financed.
 
shall include computation of benefits
 
end costs.
 

67. 	 FAA Sec o619. Compliance with restriction Tumey is not a newly independent 
on assistance to nevly independent country. 
countries. 

BEST AVAl1LABLE cOPY 



68. 	 FA e.62() Comollance with 

restriction on asaistanos to Oremon
 

ji. !,,AA c.O(v). Compliance with 
re6triction on assistance to Pakistan.
 

TO. 	 FAA sec.655. Compliance with 

restriction on assistance to Cambodia.
 

1. FAA Sec.,65. Compliance with 
restriction on obligation or
 
expenditulre of funds whLle
 
certa in funds appropriated for
 
domestic uses are Impounded.
 

T2. App ec.109 Compliance vith requirement 
with regard to financing construction 
work performed by third country nationals. 

T3. App Sec,310 Compliance with requirment 
with regard to financing iron and steel 
products for use in Vietnam.
 

74. 	App Sec.112 Compliance with 
restriction on assistance to Zadia or
 
Pakistan
 

Not 	applicable. 

Not applicable. 

Not applicabla. 

This action bee been cosMplie vith. 

This roquirmwnt vlM be 
compled vith to the extent
 
it Is applicable.
 

Not 	applicable.
 

Not 	applicable. 



*NNEX XIV
 
AID-DLC/P-1091/A
 
June 6, 1973 (Draft)


DEPARTMENT OF STATE Page I of 2 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON. 0 C 2Ol) 

A.I.n. Loan No. 
CAP No. 
Pro~jevt N,). 

CAPITAL ASSISTANCE LOAN AUMhORIZATION
 
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 (.I.D.") 
 by the Foreign Assistance
 
Act of 1961, as amended, and delegations of authority issued thereunder,

I hereby authorize the establishment of a loan pursuant to Part I,
Chapter C, Title I, the Development Loan Fund, to the Government of
Turkey ("the Government") of not to exceed Nine Million dollars,($,000,ooo), such funds to be made available by a reloan to Sinai
 
Yatirim ve 
Kredi Bankasi A.O. ("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 finance the services
 
of consultants toadvise SYKB and sub-borrowers on matters related to
itsor their operations, this loan to be subjet, to the following terms
 
and conditions:
 

1. Terms of Repayment and Interest:
 

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

(i) principal amounts, equal in the aggregate to
 
the princinal amount of this loan, within
 
fifteen (15) years from the date of the first
 
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 Unitea States Dollars:
 
(i) the disbursed amount of the loan within forty (40)
 
years from the date of the first disbursement under the
 
loan, including a grace period of not to exceed' 
 (10)

years; and (ii)interest at the rate of two percent (2%) 
per annum on the disbursed balance of the loan for th2
(10) years following the date of first disbursement and
 
three 
 percent (3%) per annum on the outstanding
 
balance thereafter.
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2. 	 Other Terms and Conditions: 

(a) 	 Equipment, materials, and services financed under the
 
loan shall be procured from tie 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 adviuable.
 

Assistant Administrator
 
Bureau for Asia
 

Date 
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1. ~aenationa 

Ute rch 214, 1973, the Ardstry of Finance hsfcRma1 

' ,4Dloul ;j 0 riflion. , Te proceeds of the lown vwl be, 
antrl'lb deeoi Bank, Theo loan will be used to finance' 
piaesector indintrial investment projects. 

4:. 

Bank); hesfie bnks o~y prvidd aconrtinuing source of local 
currency to SMK as a resu~lt of an agreement whereby 5%of the grow~th of 
Founder Bank deposits are available for-use by S!Ko A.ID. has~previouslY 
loaned $5 million to SMK (Loan 277-1-087); thin loan has been fully 
coJmfittedfi 

j 

A 57SM is not, scokibIg to continue their gro-oth an afull iiuWg 
development bank by securing additional foreign exchange for relenaing, 
and has received approval for' a $4.41 million line of credit from the U.S. 
Mports-Import Bank. 

" 

The followiing three nections of this paper address 'in greater detail 
the description of SMK, the proposed A.I.ID, loan and an identification 
of' probable prob2lem/inues that n tarino inL connection with consideration 
of this loia. 

We have fully discussed these issues in Part IV of this pap~r., and, 
believe that they can be resolved either during the writing of the Capital 
Assiatance Paper or be negotiated with the proposed BorrowJer end/or the 
Glovernment of Tarkey prior to execution of a Loan Agremnt.' 

WE RI-:COIMD TAT AID/ AVHORTA USA D/JUMYTO PREPAIME A 

CAPITAL ASSI2MJ{E PAM R A NIUMION LON TO M~IGMVEMiMT OF 

TM=O SM FR RE MMG 



2 A A 

A A~V, ~~AW1 ~ 4 

am, 'Ifa orgaized an a privatel.y iaviidai priately~operated
A' 

devlopet r,3* on Wrci22' 1963. Its QO ers were Afollowing;A. 

E6bu!ecial banksw: 
TarkiYS Iq Dankisi .P.- A' 

~AAAA ~ 	 Oamnli Bankasi A.,
 
Akbank T,A~p,
 
T&"k yeakiflax' Benkai TOA 90.
 
Tiffrld Garanti Bufts~i A.P.A
 
T41iki Kredi BakaI A.q. (subsequeatly LiquidatedA A 

~itx 	 shares sold -to the reminiig fiefoundersl)AA 

Thuhoie apit#i f SMK is TL4 ilon divde into 
4,000 shares valued at TLl10,b eachi Fifty percent of thenshrevalue 

h thus the P~id-in Capital is,TL 20 million. Iq Bankasi ~)as been paid in, 
is the largest o'hareholder with 6!4,20% of the shares, The Board of 
Directors reflects the share omnershin patterno 

A 	 As set forth in SYKC's Articles of Association (Article'4), the 
-A'A' A ~ objectives, of the Bank are: 

a. To provide private industiry already existing or to be set up

A 

Turkey iii the fuxture with nwdium-term ilavestment loans and workingA

A Ain 

A apital crdt 

b Taoriethe patcpto oflcladfrign caiali
 
industry to be sat up in Turkey by the private sector and to assist 

thecratin nddevelopment ofa securities maktin tecountry. 
AJ 


{A, As al. mtter of policy SYKB will extend loans, only to persons orA 
entities engaged in manufacturing whitch are more than'50% beneficially 
owned 'and controlled by private interests., 

AThe 'five Founder Banks pledged that 5%of their increase in 
A 

A A bank deposits would be deposited with SYKB. In the nine year period from 
1964 through 1972, the Founder Banks transferred TL 571,!7 millio to A 

SMK. Through December 31, 1972 SEB' had disbursed TL 554.1 million;*, 

the balance oTL16mllion was available for nwlas 

2~ SMK has received two AID local urency loans, (Project Ai enft 
A 

4. 
A 

A' ' 

~Nos. 2792-068' nd 277-146-920-078) in the total amln of TLa 112,901 901'"' 
and one AID developmmt" loan (277-H-087) for $5,000.A""A0000A)" 

A A A' 

AA ~ 	 . A A "J 
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Cetrl rikof't AI:ky whreby the Cen 8te term' 0d'ef t 'P o j1, c 

ait teoredult it1th theolCentral was,foor t to~illi, wit L K 

end' a ~ cceptdSBbramb!we sclaera, SUMbcu1972. 

Growth in the Bamk~s resources is shcin by the following table: 

InThousands of TL. 
December 31 

Paid-in Capital 20,000 20,000 20Q00 20,000 20,000 
Reserves -- 66 2,.9566 49,680 6,619' 

6o,,ooo 4 
Rediscouints from the Central 
Bank of Terkey 

Loans frcm AID Funds 99,161199 .9f363 127, 195 

-509696 

Between the ccemencemnt of SMK operations in 1963 and, the end 
of calendar year 1972, the Banik hadl approved and closed loans totaflng 
TL 1.1 422 billion. There were 783 loans included in this suM, 588 
(TL 889 million) working capital loans and 195 (TL 533 million) inveetment 
capital loans. 

A breulcown of these totals shows that A.I 0,D. fupplied, funds 
(ohlocal currency and dollar loans) were used for -P2tl3 of these loans, 

totaling TL 281 million0 Leading from the Bank's cwn izesources involved 
510 loans, totaling TL 1.l1 1 bllion, 

Growth of loan disbursemmzts ade by SMK uinc~its organizationi 
in 1963 is as shown bblow. Also shown are the loan balances outstanding 
at year-end. 

In Millions of TL
Disbursed Cumulative OtstandSing 

-~Year Totali At Yeaiz4nd' 

1963 0 0, ~ .'. 

19641 8301' 83.1 ~'77'0>t'A4, 
1965 762.6 15 1: 
1966 1o6.2 21 8. 
1967 32409 386.5 256.2 

21,1T. 5249902 

19121702 , 1127.84 59§":6 

," 

44i 

K 
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1Ss1 Of~ t o tbiq ,xrkish E 

As fADaprvos 11 1 lIaex 

Tuky in410aii*iik n ha,.rik ,o toin)accordance -vith~thk objectjves of the Second rive: Year Develo'pmntPlan., The -_Bnk has also, ccatri', ed in aasbating Turkey to attain 
greater economic viabi~lity b;1iZ i pri-vate_ sector andpromoting greater meliwnc'on the pri±ce' system and the~market mechanism,in thallcat n d utilization of economic rsucs 

r 

B66auoG or the iieay deands of Government and public-sector
enterpri~ses on total crodit availabilities, Turkeysz private sector L.ochronically faced with insufficient funds for inveftmnt and operation.~'
Although recent Central Bank directives have increaned the amount of
comecial bank resources available for medium-term im-estmeat4 Ind workingcapital loam, the bulk of available comimercial funds continues to bechanneled into high interest short-term credits. 

The continiwd availability of foreign exchange resource's fe'o
SMK will permitj albeit on a small scale in relatii to tota2l needs,
increased assistance for the establishment ''and gromTth of private
industries, -

, 

C. Prior AID Involvement 

* 

The $5million AID loan wan signed on Se7,tember, 17, l969, \and
Conditions Precedent to Usburnement of Lo~an Funds were satisfied onMa.rch 9,1970, After a slowi start, caused prji;:Brily bytheDankls
inexperienee in AID procedures and in processing foreign excha3nge
transactions, the first sub-loan was approved in ctober,, 19706
Although 1970 and 1971 were char~icterized by political instabilit and 
a reluctance of the private sector to make nez ;iuvestmeuts, n haless
the loan was fully commtted 21 years la6ter,, in ldkrch, 973-, comitmentstherefore averaged $2 million per year, once' the nank w-vas geared up" 

for loan applications. 

foutee su-lons rom AID's initial $5 Milir~ loan: 

Number of 
SublonsNn2ofFim yp of Industry 

unwt of Sub-, 
LoansAuthoried,' 

2 Akcirketo Ticaret -P* Cemnt.yroduction $324,717,6 
~~~ ~2 Eti Tobrak 1Edustrini' 1.~nfci of rck's l2256.'.~ 

U we*~I* - -27lf1257 -97~2 ' 

. -. 

1 Ibrahim Zrd8naiez ve 
~~~Kardeqlfi ~~~r' 

Cen,, Products2610 
~ -0:~I4 

W 
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flndusm of 	 U 

Ba4lw ffmofFr-Tp 	 ow orz 

2 Karadenz Bakir opper 11ning' 	 81vl 95 

1ahnwt~Ali Tuzc u** fiete Txnpi,1O6OO 

2 Uiaba Sinai Ye Tbi 4sta1Gass6~5(~ 

(1) 	 kaato in excess of the $5 nmI IIn AIDloan wiflbe metby nused 
'cub-loan,.balances andl/or Government of Turkey foreign exchange 
aflocations. uihriercuta1 o , 

rirm 	is an exporter of Trihindustra!,qclul cmzoities. 

_rW*licationD~. S!Bs EIMian 

On NovemberL30)1 1972 BIKE issued a formal application to become 
a Cooperating Finaicing Facility of the Export-Import'Bank of the 
ti-ted States,, Wfier the terms of the application, BIKE will receive an' 

~XM Bank line of credit that will alow financigo 1imflnofUS 
ccomodities, on the basis of a 10%'down paymet by the buyer, 145% from 
an EM Bank lo&e: and a 145% loan frobM a participating U.S. connercial bank. 
SYKB will be the first EXM Cooperating Fiancing Pacility in Turkey. 

One of the ohiectives of i'anitial development loan-to SMK 
was to asist the Bai in reaching the status of a full developmeiit bank, 
We had hoped that, with AID providing the seed capital,. BIK would 
ultim~tely secure additional sources of foreign exchange for releading. 
'Although'initial discussions with the Thu) and European Invetm~ent Bank 

not proven fruitfuil, IJSAID-believes that -the perlng arrangemenAhave 

with the EXIM Bank is beneficial to BIK in providing t flank with an 
additional source of foreign exchange .-' -

eZ 

-Il. n 



In. Prpoe 140 4 

A. l Descrip 

with, S ~ ' s n oM shv ttdta 

*M~ -aaleo-edW $8d~a-oi0i_~ni -. -4gi44ire 

dzigthe Ti.prect~.Oio 
ncmexten0,o actual discussions with potential borioveri!, Trizr4i, 

hmrem the Bank beles ~that ending, leorel will increta'o as' a 
remalt of the comb1inaticm of the growth of the' Turkisi priat'e sector " 

an)JUU"_ n next three years.- In based~ to 

" 

and the increasingl coetitive 'price at U.S. goos occasi ,oneAd bi, thez 
recent dollar devaluation'. 

IascertaJiing the proper level for thr3 proposed loan to SMM, 
,ATD believes a more conserviative annual lending lovel of 43 fillim hould 
be considered. We have therefore proposed a loan of *9 million, the 
equivalent of three yearn of lending at $3 million'1 annually. 

We Will propose loan terma and conditioj . similar to those 
contained in Loan 277-H-087.$, e. 2"a direct loan Ao the" Government of 
Turkey, with the GORT to reloam the proceeds to SIX&B The AI.D/GOET 
lown will be repayable in forty (140) yaars, with a ten (10) year grace;~ 
peiriodL, latei'eas, haxged by AD mill be 2%for tb~i first ton years, and 
3%thereatei,0 

. 

'4 

The YReloan Agreement we will propose betveen the GORT and SMK 
will be at 6Q%; principal to be repaid to the GORTJ will be tied to' S71CB 
sub-borrowers repayments, 4.e. SYICB to pay the M0Twithin fifteen days 
after recei~pt of pa3ment by a sub-borrower' LThus 'the GORT vini benefit 

0from a 3~-Iinterest differential an well as Qi extended terms of 1 

principal repayment. 

9MK is excpected to add an additional 2j,' to the 6j%rate payable 
to the Gdvernmant of Turkey; the~ basic iaterest- ral,2 charged to cub-, 
borrowers will, therefore, be 9%. This rate is hlgvily competitive' with 
comwircial bank rates in Turkey,,,and should not prova detrimental 
in placing loan funds, 

B. Justificatlon for the Proposed loan 

As previously noted, after a relatively slow start, ,SYD has. 
been able to successfully impJ 1ant AID's original 45 nfllion loan, 

We believe that the sub-loans =de by BYK from Yoan 087 have 
been successful In meeting. one of the objectives, of that loana., 10e0 the~ 
promotion of. industrial expansion.' Weare' particulary-plea ed -hat 

4 vr90%of 40ur vreious $5nili on has goiA so'ub- uroes~that
 
arr actively engaged.IA the expoirt of, inodsti li/aric:iilt-tioal products.
 

V4±444We6 intend to ensure that. the proposed $9 iion- loz'ot' SYKB', if 
-~aprvd wil" c ontinue iii A 4 i 's1-4oainsforiport -orienrted ~~ 

industriesc 

http:engaged.IA


--

f ~ INIII! 

eelopmn a 
line of credit, III etable 8(K'to fQJ&Ua~a 

se 4m"1 k bIia been on73y partii~a1 oiie~t , 4 
- it 

-, 1 ,a 

OP. otiPcofh~ di ffnsb:,sedxtoa t4ore 
00 

1. On C!ai "irat&ofl 

As noted above, SlY' has, uccensfugly izuplemnted its initial~ 
5 idlionfoeigexhane oe'1. hOBank has developed an experiencedStaff capable of aalyzing and apprai&kt inustrial projects. 

We believe that both -the proposed AnD and ERXD loans can beiniPemented elfftetively by SYKB without substantial increases in bakpersonnel, 4
144. 

In addition, the Bank has" sources for Turkish TAr& ta ii 
to generate the necezfary TL for project suiPport,,.

2. On theTurkih conomny 

The Government of Turkey in the Third Five Year Plan has seta target to increase Gross N~inlPout(Gap) rate of approximate3,y
7 9% annually., A major objective of the Third Five Year Plan (1973-1977)
is to eipand the role ofC Turkish industry to a level more comxnourate
with the needs of a modern balanced econony. AccordiL3y, the Plan
calls for an incrense in -Lhe contribuxtion to GnP of the industry sector
from 28% Of Minl1972 to 33%in 197 This is estimted to requi
a total InVeStnent 14 m=nufacturing alone over the five year period of 
TL 88 biflion. 

The Third Five Year Plan foresees industrIal producti~on
Ixpanding at a rate of -L.9% ann-aally as cozqared with agriculture,
which is expected to grow at,4k,6%annually, albeit from a far larger

,b~se. Ii 

41Total imports of machinery and eqimnit ukycmt 
about *4& million in 1971 and about $697 million in, 19M2 Although,,
detailed statistics are not readily available a large share p,perhaps
over half -- of these imports are for the public sector,. Athciugh 

-loanthe .$9 million proposed far s!m inszmall, relative to total, io' 
-

.Sjt-4, 
4444its focus on high potential, exprt orrinted industrie's4 g14iv s pcif ',

44 4 importance Mom important than its reaiissh~ tiotiits
44~44 -< witiithe 'ikia-terii credit Medium-termI ziA4. credi

for the private sector-in _in' exrml shor opply. The' o.#<rtg 'o 
thistjpe of credit ' 6' maj'or cause'of ooncern to both'ther e 

~~ sec4torad g6enmnt. (P~int govern - activity hi 1~vt encoage ofrei t6this m ~since') on 
eqyjyalbht of thslonepre~sept 7 bta-.. ,,f 

**-~ ~ ~ p ~ r(J 72 4 lan will, signficantlepndm iutrIuforD 

II( 4444 ~ 
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Zn Agigthe optmasze of the propoeed~ 3D4 --oSI 
-- ,hua - ,'o-Projec & uwnsra ive~ kr 

order to' ai2ML' ourselvew t an u~nds on 
hVe Sol; 8 

rather ti~an tki. 401. illion'. evel forec' u"A by"-the Mak, We b~el1*vO7 
For this raz~ii we 	 diab1~n~2t $3 nd~c MlY, 

Sthat,. barring 	 Blow-down ~i1ar unr~cal~jl~ean economic Vor's 
the Bank wil:. b0, able' to utilise loa frii~s within i reasonale time 

B. Aailabiiy tSM 'of TL Resour., 

As previously not,,d, S!KOI s uique, relationship Yith its~ 7,~ 
Founder Banks provide3~a continui.ng slource of loo&61 curec otSM.~> 

In ddiio,, heBank haa taken a6-qtage of "a rediec 'ait arangirmen 
with the Central Be&k of Turkey, 8aad\TL_007 4ilnionw5 	 eeae 

froturig' 19V;ran additi±\al T141milioni we avail.able 
at December 31, 1972 Frcaa ZMKDs TL 64'.')pIUAonlnfcdt $ 4 

Bar& officials have assured us th1at" 4 AW can bt ioaal TL 'g"'erated 
from thise source. 

Alhoghwe intend thorj , lily to doument tbe availebi1~ 
0TL to SYKBI based on oir fi~a1 rin to d~ie itli th6 bank we do nat 

P	rore~e th no-av labliV~ ~4aa~an iiilbiting. factoi in gowth 
of the Bank or In utilizatin '- f the rjndADla ~ I ~~. 

our' review>'if the a.vilabili,5of M'i4 lncludbe 'a projection 
othe increase in Founder Bank deposits; the, res~ult _of this projecrtion ~j 

should indicate the approximate awounts of TL, available~to'S!KB 
(froml this source) during the implementation of Anl"s, *9 z'itUio4on: 

C, 'Greater Geogaphical Distribution of B~jLj Projects " 

Oneof heproblems of th previous Atin.vtu MMB hao'bIB(! 
~ I 	 the propensity of the Bank to make loans to welI stablished- Istanbul-~V 

based industries;' the Bank has not actively pursued potential loan 
opportunities or the developmient of n~ew induiwtries/ ~repre'eulrA i'nI 5 " 

other areas of Turkey0 This same situation has als8'- occied 'wdthiKj ,~ 
other AID-supported Development Dank,: Tvrhiye' Sinai. akra-the 	

Bankasi (TUZB);,however, Pressures exerted by 'AID and the IMhv 
resulted in TMM~ opening several bkan~h'officeas'throughout Tu1hrkey, 
a'nd in creatingia new divisioni withi the Bank specificaUy charged 
with preparing .?,nomic studies'o aiu eirsi ukyad''I
 

~<--' ~--preparing developi nt pro~jects4 for those ragions.4
 

""A~'4, 

http:continui.ng
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M4discusions.of th6? probleawt ,Bn fiil 
Ort tbat te five Founder BIaks of SMK have branches thr ho t 

Turkey;) those branches ane eligible to receive applications ,for SM
fun~ded Pr is e are notct loans., Although this statement ifue 
awar, or M SMK otib-16e that have been generated though use oF 

' 

Pouner Bak Brance. It is likely: that SM has not vi orously ~ *' 

pursued the une of Founder Bank branches as a source for,subloan 
applicatinna; activation of a mjor promotional effort would 1e dependent 
on the availability of adequate fnsand coord~iation with the Braniches' 

In addressing thisa issue during our loan negotlations with' 
SYXE, we will be emphasi~ing 'our concern that in order to function 
approiiately as a development bank, SUKB must arrive at a plan 
suitable to AXED for'-screening projects throughout Turkey, and must not 
concentrate on the Istanbul area for reasons of "convenience",, Possible 
approaches to greater'distribution of projects include, among other's,

()the establishment or regional SMC offices;' (2) creation of a 
"New business" division and (3) promotion campaigns featuring SYKD3 
functions to F'ounder Bank branches, with personal follow-ups by visiting 
tea=s from SYICD./ 

D3. Technical Assistance by SYKB Yid
 

Although technical assistance vas eligible for l inude 
Loan 087, and, in fact, one technical assistance sub-lon, as made by 
SYMi i apparent that the Bank prefers equipment loa4~' because 
finacedrepresents greater "collateral" to the~Bank, 

ISAD feels that the Bank is capable of rendering real, 'services 
to both new and established borrowers through a grea~i' promotion of 
technical assistance, This assistance can takie the iim of loan
funded expatriate assistance, bank-financed assistance using Turkish 
consulting firms, or direct assistance from B.ak technical personnel. 

One of the reasons typically given by both of the lstanbul-ba561 
developrent banks for concentration of their loans ini the Istanbul area 1, 
is that entrepreneurs in the non-urban areas are unable to prepare 
adequate project descriptions or feasibility studies, This is probablyv 
true; however, DSaIJ believes that this problem can be overcome by a 
greater use of qualified technical consulting fiims,, 

We believe this issue is best resolved in context with Itemz C 
above, i.e. promotion of a wider distribution of Bank projects. 
Therefore,, in our negotiations with SM.B, we will be stressing the need 
for SYK~to be familiar with qualified profesona i? flriws, both UoSa,
and Turkish, and to look to these firms forasistance to potenti,al'new 
borrower an welast stbihe nusra frs
 

http:M4discusions.of


U 

2.i~jm~ntaoa !pbIwit of Batt st-M" 

apprai salsi 

- -n rriWvb 

-)
Ecnight onomistspz~-z 
. .- n etn cnms 

2) EngiieerjSng Depaxtuent 

-One Nkn-ge 

One Civil Engineer 

-One Chemical, Engineer 

3) Mi~,ncial Analysis Department . 

- One Mainager 
- Two Advisors 
- Seven Analysts 
- One Section Head 
- TNo Assistant Section Heads 

.rsAfter review by the various departments, a Loan Committee 
comprised of the three department managers noted above plus the Asuistant 
General !4inager and, the M.nager of the Loan Department review anid approve 
all loan applications,, 

Our experience under Loan 087 indicatesa that Loan Appraisal
Reports are generally thorough and accurate,, although oriented to 
technical and financial soundness, with lessateiopido
economic rationale,,tennpadt 

or Although we do not know if the current 3!KB staff is suffjicent
frboth a new AID loan and the EXM Blank loan, we tbelieve that 

Inasmch as the various appraisal departments axe staffed ~and . 

.functioning, any increase in loan applicatin!-volume could be handled 
thog additions to tecurrent Blank staff. 
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V. 	 )dsl~cctAbift to =1 Loccaezan oio o
 

fllcvn AIDIW meiev ad apprqv4 'of this M,~A /ukyin
Uu 
Xprdto draftthe Capltfl Asuistsnoe flp6*&QThetE
 

tbo.aui ksharrntowst m5prea d that the
 
PaD/I approval~o this by iaPea73 w 

rpr atsuebttbyt5~y~ 
AdcmtAntns 

doomtinrtqcnq 	 o 
1, 1973.'belis-ethat the CAP coufld be drafted by Muie 


Proj ected Capital DevelopflIlet srtafWing Patterns indicate that
 
to be present in Ankara for.sufficient )fasion staff wifl continue 

' monitoring and implemnting this loan. Past experience has indicated 
relatively easy to implexant. Ifthat 	Develoismt Bank loans are 

.with .could be transferred to AID/Wlashingtonl,
(I] necssaryMonitoring 

AD/Il approval reques t ed for major SMK subloanal., " 



(2) 0.unL 	 9,00,0L0 

(3) Burrower 	 Gov,2rniLML Republic of Turkey 

(4) Purpose 	 Lo Sinai YeLirilnLOlcnding Ve 
Krcdi Baiikasi (SYKB), a Develop

iticL Bank 

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

(6) Counsel 	 : M. G. Kitay
 

(7) Engineer 	 NA
 

(8) Desk Officer 	 B. Langmaid
 

, aJ Assistant Administrator or Designee 

Date
 

Clearances: 	 (as designated by regional bureau) 

ASIA/GD, TLusLig__ 

ASIA/CC, SStein 

ASIA/NE, BLangmaid 

PPC/DPR, AHandley
 




