
Mercy Corps International Turkmenistan 
USAID GRANT AWARD NO. 120-0009-A-00-9021-0 

SEMI-ANNUAL REPORT 
July 01,2001 -December 31,2001 

I. Executive Summary 

With new lending activity suspended, Mercy Corps in Turkmenistan has been monitoring ten 
outstanding loans. Despite a breakthrough in loan interest payment due to an agreement between 
CAAEF and Mercy Corps, loan principal repayments remain incredibly difficult due to 
conversion issues. Four of the loan recipients have ceased business operations. 

11. Program Accomplishments 

A. Portfolio Performance 

According to lending rules prior to November 30, 2001, Mercy Corps' clients had to apply to 
local servicing banks for currency conversions to make their loan payments. Since January of 
2001, there has been no conversion for CAAEFIMercy Corps loans in Turkmenistan. Despite a 
new system designed to circumvent this issue put in place at the end of November, no portfolio 
activity was reported throughout this time period. The conversion issue is the only reason that 
all Mercy Corps clients are in arrears. The total amount of overdue principal is $135,156.12, 
which represents 100% of the principal balance outstanding. A 100% delinquency rate is entirely 
due to the conversion issues. 

111. Program Activities 

A. Portfolio Summary 

The following is a list of the program's micro credit clients in Turkmenistan: 

development business 



business in Turkmenistan. The loan 

plastic bags and films. 

restaurant in Balkanabat, Balkan region 



The first loan was disbursed in March of 2000. By year-end 2000, Mercy Corps Turkmenistan had 
disbursed 13 loans totaling $255,632. Sixty-seven percent of all loans were issued to expand existing 
private businesses, while 33% of the loans were granted for creation of new businesses. Thirty-three 
percent of the approved loans were production-related, including the manufacturing of plastic bags and 
films, potato chips, napkins and TV sets. Sixty-seven percent of the loans were for services such as a 
beauty salon, cargo transportation, taxi services, automobile servicing and repair, computer program 
development, restaurant and heating and cooling systems repair and maintenance. 

Since that time, three of the clients have paid of their loans. Most of the inactivity in the portfolio 
came from the inability of the clients to convert manats into dollars. This issue is the main reason that 
all remaining Mercy Corps Turkmenistan clients are in arrears. The total amount of overdue principal 
as of December 31,2002 is $135,156.12, which constitutes 100% of the principal outstanding balance. 

Taking into consideration the absence of conversion in Turkmenistan, CAAEF agreed to accept local 
currency, manats, for interest payments. This began in July of 2001. This was a very important 
achievement, which helped reduce clients' interest payments despite the inability to convert local 
currency into dollars. 

According to a subsequent agreement reached November 30, 2001, CAAEF accepts manats from its 
clients at the official exchange rate of 5,200 manats per $1 (the real, black market exchange rate is 
21,500 manats per $1). CAAEF then transfers the manats to Mercy Corps Turkmenistan's (MCT) 
account. Upon MCT's receipt of manats from CAAEF, Mercy Corps transfers the dollar equivalent to 
CAAEF's American bank account. This US dollar payment to CAAEF goes towards loan principal - repayment. 

In this reporting period, no payment was made towards loan principal repayment. This system 
represents potential significant progress, in relation to the year-long stalemate with loan principal 
repayment. 

CAAEF extended the period of the loans through July of 2002. Only six of the remaining ten clients 
with outstanding principal extended their loans. Of the four who did not sign the extension, two are 
fully prepared to repay the remaining principal and interest in manats, though CAAEF will not accept 
their principal payments at the official exchange rate, due to the staggering difference between official 
and black market exchange rates. 

The principal balance as of January 31,2002 is $135,156.12. 


