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AID-DLC-P-567, revised
 
ProjecsG No. 277-24-230-438
 
January 24, 1968
 

TUEEY: ERGLTI TIROW AiD STEEL WORKS EITCORPORATED 

SUTh RY AND RECOv EDTDATIONS 

1. Borrower: 	 Government of Turkey, for relending to Eregli 
>dir ve Celik Fabrikalari Turk Anonim Sirketi 
(Eregli Iron and Steel Works Incorporated), a 

private-sector Turkish corporation. 

2. Loan Amount: 	 $.1l1,200,000. 

3. 	Terms: (o) To the Government of Turkey, 40 years including 
a grace period of 10 years, at interest of i% of 
the outstanding principal amount per year during 
the grace period and 2? % thereafter; principal and 
interest payable in United States Dollars to the 
United States Government. 

(b) To the sub-borrower, 20 years including a grace 
period (it' 5 years, at interest of 6% of the out
standing principal amount per year capitalized during 
the grace period; principal and interest payable in
 
Turkish -Tira to the Government of Turkey. 

4. Purpose: 	 To finance the United States dollar costs of 

(a) machinery and equipment (and related engineering 
services) to increase the capacity of the Eregli 
Steel Mill approximately 24% to approximately 435,000 
metric tons; of flat products per year ($10,200,000) 
and (b) approximately 160 man-years of expatriate 
supervisory personnel ($4,000,000).
 

5. 	 Project Cost: Approximately 121,200,000 comprising, in addition 
to the proposed AID loan, approximately (a) $2,800,000 
equivalent in foreign exchange for an oxygen plant 
to be procured from European sources and to be 
financed (except for the down payment) by a long-term
 
European credit, and (b) $4,200,000 equivalent 
in local currency, to be financed by a long-term
 
Government of Turkey loan.
 

6. Background: 	 The Eregli Steel Mill was originally financed by 
DLF Loan No. 169 (277-A-020), authorized November 8, 
1960 for $129,600,000. The mill commenced operations 
in the spring of 1965. In early 1966, faced with
 



projections that the project could not operate
 
profitably, ATJ) hired Armco Steel Corporation to 
study the project arid report its findings. The 
Arnco report wris completed in December 1966. AID 
Loan Ho. '7'"7-11-078 ward authorized on June 29, 1967 
to finance pfirt oF[ the foreign exchange costs of an 
expa1i:win pr,;;r u recommended by Aico. See 
Capital A:-, ::itarce Paper AID-DLC/P-567, dated 
June 6) 1()67. .Subsequently certain changes in the 
estimates of blast furnace capacity and the market 
for fiat steel products caused Eregli to modify the 
expan:;ion program. The amount of the loan requested 
was therefore reduced from $22.35 million to $14.20 
million. 

7. Issues: None. 

8. 	 Exinbank
 
Clearance: The Export-Inport Bank of Washington stated on
 

May 22, 1967 	 that it is not interested in financing 
this project.
 

9. 	Mission
 
Views: in support of the project and the proposed loan.
 

10. Stat,tory
 
Criteria: 	 Satisfied. See checklist at Annex A of Capital
 

Assistance Paper AID-DLC/P-567, dated June 6, 1967.
 

11. Recommenda
tion: 	 That loan authorization 277-H-078, signed June 29,
 

1967, be amended as set forth in Annex A.
 

12. Project 	Committee:
 

AID/W 	 USAID/Turkey 

Mord Bogie 	 Loan Officers John D. Thompson
 

.Economists 	 Lloyd Jonnes
 
Edwin J. Cohn
 

Bradshaw Langmaid Desk Officer
 

Oliver H. Folsom Engineers James E. Stephenson
 
Charles G. McNaron
 

Stephen W. Stein Attorneys 	 Roger B. Godwin
 



AID-DLC/P-567, revised 
Project Wo. 277-24-230-438 
January 24, 1968 

TURKEY: EREGLI IRON AD flTFEL WORKS INCORPORATED 

I. Introduction 

1. 
This Capital Assistance Paper represents a revision to
the Capital Assistance "VInerdated June 6, 1967, which recommendedloan aof $22.35 million to the Covertnmient of Turkey (GOT) for theexpansion of the Er,1.i 2 teel. Ni1 Project (and also for continuedsupervisory assistame). The loan was authorized June 29, 1967.loan agrevient, however, Thehas not been sirgned becauseof actual sales the recent historyand sales orders and also lower assumptions offurnace capacity appeared blast
to require a revision

plan. This been 
of the proposed expansionhas recognived by the Eregli company andof which have fonnally reqested AID 

the GOT, both 
to alter the scope of the expansion

project. 

2. Tis "paper describes the circumstances which have broughtabout these chaius aod desri-hes the revised expansion project,according to Eregli's whichpro.jet:ions will materially increase Eregli'sability to meet prospective market demand and in due course to achieveprofitable operations. Tere are two major componentsexpansion of the revisedplan. The rirst is described below and contemplates additionsto the stee]lmaking and frinishing facilities of Eregli while excisingthe original proposal for a continuous billet-casting machine.plan calls Thefor 10.20 million of the $22.35 million authorized AIDto be used For this component. This additional proposed 
loan 

investmentthese facilities inof abunt O' 1/ will increaseby shipped tonnage capacityabout 24,' 2/ and sales income by about 32. 1/ Comparedestimated to the audited1966 loss of aout "15.5 million, in 1971, after the expansion,Eregli is expected to earn an aft.;er-tax profit of about $9 million.facilities 4/ Theto be financed with this investment are listed and described 
in Annex B. 

i_/5): $17.2 million(1,0.2 million frcn AID funds plus $7.0 millionfrom other sources) divided by $311.0 million (investment in project
at December 31, 1966).
2/ 24%: 85,000 tons estimated increase in production divided by 350,000

tons present annual capacity.
3/ 32%: 85,000 tons increase @ TL 2600 per ton = TL 221 million divided

by TL 690 million (1967 sales).
 

4/ See P&L Statements in Annex E-1.
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3. Th e ecnd major compo6nent consists of an iron~ore:nt,
pl<~ant. Whie xisting economic financial and t echni calI data supjoth
'first"compofnt data- tchdiee'erppoting ase t i'rtbring ler copnn at presr~~

'be ng"gatd, by s U.S tbc1h ica;)/advisor,er he staf f, of' .Eregli~andiitad lrbby
Koper In '1lT nit be av ilb!e,,fo~rev~~A .un 3.hi -Orig. Accor inl the' second- component ct6nxot-be-fi ~~ 

Nochangehabenmd
~hbenmae n' the or~ial plan, to disburs~~~
$l*o{lo'6 te An) lo~an r aprxmt l 60"m 2i~nyers of ntiued 

expari~esupervisbry'services for the, ojept.~ ,nTiesfunds woud0. 
obligated ath'sIaeimasthe $1-2 A1 1.Lf ~~ 4, now exists. i *, 

5. In sumniary, the changes inAID financing of the, expasion'~project are as follows: 
.A 

TABTE1
 

O:riginal CAP - Revised. A 
(June 1967) pen) 

Supervisory servicls $ 14,0oo1000 $s4i,00",66 
Exubtol n)cloanes emount 182,35,00 10',20 000
 

~~for
s'intering 1,0,0
 

/Sintering facilities, if an 8,150;Ooo0
 

ITOTAt 
 $22,350,000 $22,350;'000,
 

V'4 : A 



II. Revised Expansion manl ~~ 

~~~~ Chan'j'ed iA&.umptions.~..'~'# 

Iurin -he.weeka rehe.. authorizat ion- ofthe 422-;35-milion--- P~TT AID,1 nii, n, Junie 1967, Ei'eg-l., nde: too1k a re-examination' of thek blasturnace 
waslagel ispiedbythe new General, Sup"'rintendent of ,,Operationo- an 

f' production capacitylas ozjeted by Armico. 

Amnerican who was hired' on May 10, l 6 7'::and'was just get"~i~et~n'.

the ground? at the time the loan was aut1horiied.. He: ch Illehged' the-_Armcoc, ~"
 assumptiodn thaU 750,000 tons per year 
o ,hotmetal could be prduc'ed by' rKthe blast furna~ce under the Armco foml:faot50% ',doestijc -and' 50b% 
imported lump ore burden, arid also the Kopper assht66,0 
tons could be produced with this burIde~n. Hispoiinwa df)tt
anything over,6oo,ooo tons.-,a year can ~be achieved' onli~f at'least 50[of the ore burden is beneficiated and'.,-charged as sint5 or pellets or acombination of b5oth. 
 ~ ~, 

4 7. During the first half of the ya197the rpdg'wh'fthe overall flat product market,' In line with the Armco pirojections,-bcIame
 
increasingly apparent. 
 Equally cl.ear was the growing proportion of total
orders represented by cold rolled sheets. 
 In recognitio6n of these rends,
1' the loan authorized in'June 1967 made provisions for expan&ing' the
 

4 ,. finishing facilities in the cold rolling department. Eregli has now had the

further experience ;of the full year 1967 to guide,it. There has been a
marked and rapid increase in the use of cold rolled sheets, even more'thnwsanticipated when the, expansion reflected in'the June-16 loan 
authorization was planned.' This swing benefits the project (wOhich was' 

*~ 

designed with the' thought that cold rolled steel would eventually be the
principal product), since the profitability of cold rolled sheet, both....
bright and tin coated, is greater than that of hot rolled productsJ (see Annex C), The trend from 1965 - 1967 is illustrated in4 the ooW-

* ing table, inwhich' is compared the 1968 production program. 
, 

A44 

5 So' 
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FLAT WO',LED M1ODUCTS 

A. Orders Received - ".tri Ton 

Tin Plate 
Cold illed Sheet 
Hot ,olecd Sheet 
Plarte 
Skelp " 

1965 
Not Avajinble 

" f 
" 
" 

_" _" 

1 6 
3)1,100 
50,000 
32,300 
26,700 
75,600 

of 
Total 

16 
23 
15 
12 
34 

1967 
49,600 

106,700 
)18,boo 
48,500 
49,1400 

% of 
Total 

17 
35 
16 
16 
16 

%1967 
Over 1066 

113 
50 
82 

(65) 

TOTAL 218,700 100 302,600 100 38 

B. Shipments - Metric Tons 
9%1967 

Tin Plate 
Cold Roiled Sheet 
Hot Roiled Sheet 
Plate 
Skelp 

1965 
10,300 
19,775 
13,350 
9,1I00 

75 

19s16 
26,075 
36,650 
311,325 
27,250 
, 550, 

1967 
74 ,000 
76,700 
54,750 
31,275 
57,500 

Over 1966 
54 

109 
60 
15 
(9) 

TOTAL 73,275 185,)150 261,225 hi 

C. 1968 Piloduction Pro1r'ra - Metric Tons 

Tin Plate 
Cold Rolled Sheet 
Hot Roled Sheet 
Plate 
Skelp 

62,000 
105,000 
35,000 
33,000 
80,000 

% of Total 
20 

314 
11 
10 
25 

TOTAL 315,000 100 



o. tnt9o' Septemer Eregli asked Koppers to assist in a survey
of the market to weri.y the trends indicated by the orders received.
Mhe survey was performed drin October and November. About 100 customers
(who account 'lor ribolit / of' the orders during the preceding 12 months) 
were int;evhiewu*. rirve! cniihrmed the trend of the order booc asto the increaz-ing mix of cl]d rolled versus hot rolied, and reinforced 

Wr ,f foItlth. Armen <ecti on orders for 1068 plus about 15--setting
,;he forecast; at abmt, O,000 tolm. 'ilhus, even assuming some shortfall 
in the forecast, it appears that the orders received in 1968 could well

be at the level of ;he present practical plant capacity (before giving

effect to the revised expansion program) of 358,000 
tons of flat products. 
(See Aniex D).
 

Changed Yacilities 

9. 'he major uini;s of a steel mill are seldom in complete
balance with each oilier ,if; any given time. An example of unbalanced Produc
tio; ,!pao-ty Ereu,:i becoming clear inaf; was early 1-967 because of a 
developing, boLrt 1eeck in col,' rolled annealing. Thie four stand cold
rol.ling, mi11 has considern."ly more capacity than the supporting units of 
annealing, sl.:i [ i, and IA:mvin.-, as presently installed. Tihe market 
demand for cold rot l,-d,,'Ls, as now demonstrated, required therefore 
thaL these units be broughtll more nearly into balance with the cold rolling
 
mil.l.
 

10. Provision wan made in the June 1967 loan authorization for 
some expa,-nsion of' annealinig and slil ling capacity os well as warehousing 
space. The continuing :srong trenrd to cold rolled sheet, now pretty well
conCirmed, requ:ircs that the 'inishing capacity of the cold rolling
department be stiLt Further increased. 'erefore, Eregli now proposes 
more annealing bases, a 2C0, :increase in the capacity of the tin coating
line, and a flash welder in tmhe piekling line. (See Annex B). 

11. Much the sm kind or problem has developed in the BOF
 
(steel melhing) department. To provide the flat rolled 
products needed
for the market (about 40,000 additional tons of cold rolled and 35,000
of hot rolled by 1970), more steel ingots must be supplied. The basic 
oxygen furnace itself (the melting unit) has existing capacity to produce
almost twice as much steel as the present single oxygen-producing machine 
can support. 
 Since within two years (the time it takes to install an
 
oxygen machine) more steel ingots must be produced than present capacity
 
can provide, a second oxygen machine remains 
as part of the expansion
 
proposal.
 



12. 
 it is estimated that the effective present annual capacity
to produce rlat roled prodcuts (oF a mix determined by the current
market) is abort 352,000 tns. 
After giving effect to the revised
expansion program, the ef'ective annual production capacity (of an assumed
market mix) is estimatl f;n he about 1135,000 tons.reached, t;he When that point is
next major bottleneck in production becomes the hot rolling

mill.
 

TAL7, 3 
Prorblue!on lpaiuciitv - Metric Tons
 

(mix 1Iorm L ~
 1 i7Tit Pro7J7F'ctS) 

-resent 
 Proposed
 
Finished products 
 358,000 
 035,000 
-
which will require:

Ingot Steel 
 515,000 
 610,OOOHot Metal 
 450,000 
 550,000
Iron Ore 
 800,000 
 980,000
 

13. The major change: in Whe 
expansion plan resulting from the
change in assumptions is the removal oC the continuous billet casting
machine, of which Eregli has postponed further consideration until some
future time. Treali properly believes that the limited supply of hot
metal should be allocated First 
to the production of flat rolled products,
which bring higher prof[its than billets 
to produce. and which the project was designed!he new assumptions about lower hot metal capacity and higher
flat product demard, have therefore led Eregli to believe that the
installation of a billet casting machine is not justified at this time.
 

Present OreSituation 

1i. Supply oC domstic iron ore to Eregliand particularly, suFficient quantity is 
of acceptable quality 

a major concern.
last year the Embassy In August ofMinerals Attache, accompanied by the Mission miningengineer and two USKS geologists, visited the principal iron ore producersnow supplying Ere-li. As a result of this visit, it is nowr estimated bythe Mission that Eregli's existing sources of supply could run out in
about five years. Improved mining practice might extend the life of about
a third of the known reserves by about three to five more years.
 

expected to be mined in 1968: aside from arsenic and high sulphur bearing ores
 

The Mission has estimated the tonnage of ore which could reasonably be
 
(which can be used only to the extent of about 10% of total), the figure is about
 



-7

550,030 tons. The (IOT theretore appears to be faced with the necessity
of meetinq this prospective shortfall either by sanctioning imports of ore 
or by allowin ,.reli's facilities to be frozen at a relatively low level 
of production aNo increase the import of finished steel products. 

1. iiero!pers market; and cost data on -which the attached 
oryar, d 

Er ill he al. all its ore requirements from domestic 

Pihnancial C- a ,o"limic rathrn calculations are based assume that
 
will :W to obtainl 

sources. 'he assumption is that everything over 600,000 tons a year will 
have to be imported, as shown below: 

TABLE N;
 

MT (o0o) 1968 1959 1970 1971 1972 1973 

Flat Product Shipments 315 355 395 h35 h35 
 435
 
Hot Metal Required 49 516 570 570 570 600 
Ore Requiryivui 771 907 1023 1023 1023 
 1068
 
Less Estimated Domestic
 

-
Ore Furchases*k 
 7711-* 600 (00 600 600 600 
imported Ore Required* - 307 423 423 423 468 

16. There are, however, two possibilities of mitigating, in time,

the problem of local iron ore availability and quality: sintering; and
 
development of new ore sources.
 

17. A jo-int Konm s/'Ereglj team is presently examining the
 
technical and economic f;asi i.i
lity of building a sintering plant to enable 
Eregli to make use of major existing ore sources which now are of limited 
utility because orV arsenic and sulphur impurities. A notable example is 
the EjTnir mine, .h-ich is close to the Sea of Marmara and has reserves which
 
are believed to be about 10 million tons. The iron content is relatively

high--580 to 60, compared to about 514% 
 from Eregli's other sources--but
 
it contains arsenic and sulphur in unacceptable quantities. Eregli there
fore is able to use only about 50,000 tons a year for blending with other
 
ores. 
The Koppers study will to concerned in particular with the
 
technology of removing these impurities, and at a cost which can be
 
justified. If this can be achieved, it is possible that Eregli could get
 

*Koppers assumes that imported ore (probably from Brazil or Liberia) can
 
be procured at a delivered price of TL 152/ton versus a domestic
 
delivered cost to Eregli of TL 176/ton for local ore.
 

-x-Newly mined ore (1968) plus inventories on hand.
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rom 250,000 to k300 000 tons~a year from ti ne- 4 de'lpet 

would go fear towards sovn~h or sppl... 1 rurthle
 
~advantage is that the .Eogmir mine, is near' the sea,, nd ther 6f6
 

4- ~rasor~jo to ttEr.egJl isq relatively~low,,. The present de:L vered cos
 

4Central 4Turkey. of -about TLj 76..4. At TL 130 the,6s' ~ore, "o would,
~e1es ian t~he' cost, 3'.f'm'p' orts . I .44 .Y~~~ 4 

44444.182 4A dinter:Lng plant would, al~o.make'..possibe th~e better use

of the other'res~b'eing4supplied ,to Eegli,' 44 s~calthose having~a4

high pe'4icentageof "fines",: wh-ich currently arle;!'unIigataot ,o
 
ore delivered to ithe plant. ~The "1fines", are' now.being' consumed "by h
blast furnace simply to provide enough raw'matei'ialto~po r cuzrethLi '
 

production needs. But becauseruse of "fines"to tis~ extent, re'duces, blast-~
 
furn~ace output; the cost of this practice is too , igh'-t6,becontinued '
 
except as an emergency mesue A sitein pat oud ovet he 
"fines~ 4nto a size more suit~.'e fo44arin. 

49 About 18 month s ago0, when4 the availability of ore from the'
presentlyr operated mines appeared t~o have become asrosproblem,,the4 

4 

4 ~~ 4 YP
Mission proposed to MTA (the Turkish geological survy instition) thatA 
 .4 

ithe country. The personnel to direct the project weree'to eobtdined4from' 
th U.S. Geological.Survey. A loanof $2.6 million for this purpose was4.
 
authorized by AID. in June of 1967'and a progr'am is at~ti 
 4 4 4 4time b~ing -j <- < 

ladout fo exlrtio which will continue for aot to yearsf. Hope-~,fully, new iron ore reserves of good qult il be4 
4found along the
 

Aegean and4 Mediterranean coasts in Turkeyr so that the' cost of transport
 
ofbre from the mine to Eregli will be cniderably reduc'e dfrom thei
present high cost of ores being shipped from Central Turkey. 

20. Neither of these possibilities would relieve the lodal 
or~.
supply problem4-immediately. A sintering -plant could not be instaled 4 24~

before the end of 1970, and'development of new oeaigore'mines -wouldV~44
 
take even longer. Therefore, the AID loani will be conditioned"upon receiptfrom the GOT of adequate assurances that Eregli will-be4 allowed1 to import~44 4j4
 

t~o the extent necessary, 
 taking into1 account available domest'ic 
 4444 

to sustain capacity production.~ 
ore, 


44 

III. Economic~and.Financial Comments ' 

.21. Financial statements prepared by Er'4gli' Lnd opr'elcig

th4 rvie expansion plan'are attachedas Annex~ Ei'T ssmta'
 
Eregli will obtain all 'of ±t~s irchnore'from doesi Thure4-in 1968t,Wl potany4exceso eurmn ov6r00 004 to6ns' (thee est*mat6~ limi 

~~~~A I <444 4 
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0 fOutut f reglits l.ocal mnfes) in succeeding years.~ 

Theincemetalrctrn n te -ncremental inves etite~exansion poect, computed. by the discounted cash foi~~~coptdntoalternativ
onp that on d".ue;-andbtcilo a,iv assptea7rgl7ddiii'stic or- ep 
f~ available- onlk 6oooo o~sf.in :1968)', andF woul v fpr~~9~~fFrequire-~

nmentS. The results, showni b'1w iniae that t hFirksubstantially increases the'return to Ereglis 
rt-o orf~e~ 

the expansion program is justified without 
nnetr u, lo tabelow isthe discone i.po ngecah lw reurn entore.b~Also hatwn Ftire project' ad expanded.
 

TAMTE 5 

Retur'n onInvesment~ Per Year
 

Domestic Ore 
Partial22Imorts 
Incremental return on expansion

Overall return after expansion 

30% 60%*

6% 8%* 

23. The beneficial effect of the propo'sed expansion is reflected
in the attached statements. 

a moderate cash flow and a 

In future years Eregli is e-xpected to generate6
modest profit. 
 All of thes .statements reflect
the previously authorized rescheduling of lira payable term deabt and the
repayment of interest on such debt deferred in1966, and 1967. 

'F 

,(Repayment
of this deferred interest 'isshown over a five-year period to the extent'
of 30%l of the pretax profit in those years.) in general, the results of
Eregli's operations' ~d its financial condition are 
expected to show
gradual and' moder~ate improvement. Short-term bank debt was liquidated
in 1967 anas inventories are reduced, cash balance 
are expected to
Sincrease slowly. 


24~. 
., 

Following are brief comments on ,each of the financial Annexes'.
Annex E.1l StatementofProfit and Loss:
thsenw S
Sales prices used arbsdo
neffect andthoto nown 

-- Tonstant~FFan -shi_ through 1975 d~-' tassumed annual escalation of material' and labor costs.
7jai

shown 196fiueare as audited, coep1967 figures are unaudited figures. through, fovember"whih hve
eenadjste 
fr te estimated December results. 
 1968 fies 'do not assume any ore imports and ar~e based on the Eregli 1968 budget < 
" 

estimates. 
 All figures from 1969 onwards are based on an imported ore> -
 -mix assumption. 
a-K ~'~'F 

* Comparesthe. computedexpansion in smlproject (assuming: prtlal ihports)fashionFfor, theerlierl;rge-'--fter:,expndo-710%., incrementa,-0 .'overdlger 
pa e36, p ns o 

(see Cap'italAs s n'cie PaperS 'dtd'" 6ea 
19 7 
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425 Ane E2- alne ht.Thi.s tat're elcsh
*:<buildup, of cash rzesul~ting from the expected imrprbveme nt in! Ere gl sprftbility~a result' 9f ,the revised expansion plah' the' staternent
hs. been revisd, to reflect' the~ previouisly~authorized~reschedulin'g of
 

....
lra payable deb n the-reduced,amoift6oti new,ebaxpansion loans..
 

-~---- 267n- .3~Saement ~of Sourct,'fd 'Appli~ti'n-of FunzdsThssaeetreflects hne rfiThiss 	 - a - -f eifctas wam tttrhnI -e-feof~debt rescheduingri and the'.reddti'd amouit of neet ayet~
def~rred interes i~s 
 shown to, occu~r inthe year f6 w&ing the perild4~&'i 4when suich fUnds were generated. 	 ~,. 

27. An~nhex E.Th Schedule ,of Principaf Costr~of Sales- IteMS This.,,sched~ule breaks oiut Lhe major cor nents of cost of sales. ,ncreases in-'
each year reflect the various cos escalation fact'ors asnoted iiiI,the,$1 	 footnote to this schedule.r SinC 
any assumed increase in selling prices through 1973, the'pr'ecin have~ 

4 

a certain built-in conservatism. 



A INDDCPIALASSISTANE LANAUTHORIZATIONPusu 	 ted in the* Adiiit ator,,o the
 

(_,ur-	 t -Tu 'Adin 

Ienr:hed't'e Woks I ionrfoorAt_6l. 

nOt to)th e uthority- .i oted' s;:flow:.: . i*:. 

pursuant 	to ProvideChpr2 heDeepvnFundsTtlr1 Loan'to
 

(;:/: 1961, a;iishe an 	 eaissudte Iamende, eeathi ofathort 'u'n'l;0', :[
 

~22 Thousand:QW donand Steel0,00) such&fnunortds to~m~.be. maeavialeb
heeb aendithaleCaital AsitneLonAtoizto o-.I. 

277-24-20e438), ige 29,. 197 sflos
Junee" ora .

Tukihoporain to teauithoityfestdcin theforeinexcange otes 

o(a)ecjo ervieenerniona omentiny teuipmein, freightande inactoce'
 

issued thereunde, I hrb authorize the etablish nt6 re d 
".the -Government fTurkeyof not to exceed Fourteen Milio Two Hundred 

-::-: .reloan to Eregli Demir ve Celik Fabrikalari Turk An0onim:Sirketi,- a~i:,~ ,: .:!.i 

. . to 	increase the 'capacityof of :thesteelEregliproductsSteel Mill to .approximately: . "::1935, 000 metric tons flat 	 !,,: :: ;:per-year and to'supplemen 
existing machiner andie quipmnt, and (b) I 0oaproximately ars o 
La7upervisory sevices. loan is too bjecttoCthefollProjecteNo. 

• :: .,,,: " . Interest ands.Terms .of-Repayment:< ,: .,, :.;::L-''" i' ': 

.. 	 ....... The interest on this loan shallbeone perce1nt97(to) pea
 
annumon the of dloan the th
disbursed balance the duri dgrmiisperodof"a)egierisericesalbmaaeyo a fegt e'lan inanceequipment 


p e r c e n t, I: : :, patomincreasto belowcapacisty ofandhteglStteelone-half lltsp.xiatlonreferred the andi two 	 (-21) the disbursed'baance of teon thereater. ein c lrepaiIhe 	 The sha byyte, 

disbursement underthe loan, ncludinga grace erod.noantundxcte 

th en2.eC 	 t dFote M o o nTureyofReaysentoe 

http:to~m~.be
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"3. fOhor Terms anri (onditions 

"(,',t ) ;ehinnry{ eqiil pment, materials and services financed 

under the loan b;1vdlp fi'-rn the United States.c ir'ol,,d 

"(b));1i 1oanI ;h all be sib;ect to such other terms and 
conditions as AIf) maiy deem advisable." 

Administrator 

Date 

CONCURRENCES: ESA/CDF Date 
GC Date 
AA/ PJLSA Date 
Chairman, DLSC Date 
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EREGLX EXPA1NSI 0 

THOTISAINDS O .. ' DOLLS 
U . 'Europe LiraTota 

'ieaPr o4aciClities: 4
Q'l0Oil Injection 	

-. 
-.	 ~ $ 68~r 6 

2. 	 High ,T0p Pressure. 18 o,

331st.1?urnace ,Reline 28 
 48" 

~ 	 4HearthEDansQn,-57

5 O0xygn.Plht, 1485 2,473 93 39 
imb. Ki.n Alteration 90. 66 56


e-~ttel"Ladles 	 46-8 4C'~514'
 

RollingMill Facilities: 
9. 	 Hot Mill Cirane 2147, 1,3 278 

1.Sd 	 -92,rme-ikig220

1l2.' 	 Auxiliaryj Hoists Annealing 1~4 1
-5

:J3.JAdd.' 3 Anneal. Furnaces 75 8 2h' 

1.Building Extensions' 75 
-	

752-677 

General Facilities: 
16.- Auxiliary Fuel.Oil Syst. 1N~ 
 86 	 279& 
17. 	Sericeft Water Treatment 74 -56 130
 
18. 	Recirculating WaterBOF 155 - 16 26l1


U 	 19. Maintenance Equipment -59301 	 860, 
Material Handling: 

20. Rolling Stock & Mobile Equip.l,l03 	 1,143'-0 

~ii~21." Main Subst'ation & Dist. 175 2O64
22. 	Spare Operating Parts 1,000 
-29 

-30 l;'030.~Y 
23.' Conistruction Equip. Spares 167-	 ,, 17 ' 

S 	 214. ocean Freight & Insurance 537 - '537 

25.'Erdemir Purch. Mission 100 -_____ -100:~ 
Sub-Total. 	 r6;,207: 
 2,73 $2,752_ T11,432-~
 
26. 	Proviision for Escal. Etc. 1,0143 327, 948 2,3181
27. 	 Provision for Steel Survey 200 --	 ,-20014~

Sub-Total 	 7A50 2)900 .3'JO0 13,950 '< 
S 28. Engineering 1irch., Super.
 

Const., tart- Up 1,750 
 50~ 1,800 
=9,200-,70 	 1,5
 

Additions:,,
 
114. 9 Annealing Bases 300 
29' 'Baird Spec'trograph 100
 
30 . TinningLin'e Modifications, 1001*: 	 4 
11. 	 Flash-Welder Pickling Line 50___
 

ubttal_ 1,000 
 " 

PosedNew Total $10P,200 2,80011'' 4,200o 1,~' 7 ;200 

((±teuv dUio lk,29 and30 are covered
in provision f or Esca.' -Etc6. (item 6); 



Description oC ltems to be Firanced with Proposed Capital Investment 

For rct'crence purposes, the following comments on individual
 

facilities '"e te. sore numbe- identification as used in the table of 

capil;al inve~.mntm p)roposnls which is the first of this Annex.page Sources 

for these er-mwints are is Vollows: 

(a) Annex T, Capitol Assistance Paper No. AID-DI/P-567
 

(b) Tnformrttion providod by 'FCpners fo. Inc. 

1. Fuel Oil Injection
 

Armco agrees that fuel oil injection should be included in the 

interim plan. Fuel oil. injection, a supplement to coke, provides the means 

whereby hot etal prodv.l,in can be expailnded beyond the capacity limits 

of the existing coke plant. The increase in hot metal. production amounts 

to about 10 percent. Corrilary benefits resulting from the use of fuel
 

oil are reductions in cost oF hot metal because fuel 
oil is cheaper than 

equivalent coke.
 

2. HIigji Ten Pressure 

The blast furnace with certain proposed modifications and addi

tions is suitable for operation at elevated pressures up to 10 pounds.
 

High pressure operations, however, have at times caused excessive costs of
 

maintenance, and for this reason Armco recommends that the blast furnace
 

should not be operated at over 8 pounds.
 

Armco favors the installation of facilities needed to attain
 

moderate top pressure because it will make possible additional hot metal
 

from the blast furnace. Armco feels that the Koppers estimate of 6% in

crease in blast furnace productive capacity due to top pressure is reasonable.
 



- 2

3 & 4. Blast Furnace Reline and Hearth E,.ansion 

Arsico recormmends that, at the time of the scheduled relining 

of the blast P'uilce in V9(6 or 1970, the hearth be expanded from 28'-0" 

to 2 9 '-6" diime r by decreasing the brick thickness of the furnace wall. 

5. 	 .xr~nP 2I
 

The present oxyqcnn plant limits the 
basic oxygen furnace shop
 

to a maximuim of 17 heats a day or an annual ingot tonnage of 510,000. 

Additional oxygen is 	 rerhlfired to produce the additional steel tonnage
 

necessary to 
 ful fiJ. market dlemand.
 

A dudplirttr, icn the existing oxygen 
plant is to be installed.
 

Both plants will prdcluce a total of 320 
tons of oxygen per day. This
 

combined capacity 
will satisfy the requiirements of the basic oxygen
 

furnace and other sorvices such as scarfing 
 and scrap preparation for
 

Armco's proposed progrom t.hrough 1975.
 

6. 	 Lime Kiln (Ci,.mini ; Plant) Alterations
 

The prnposed increased steel production 
from the basic oxygen 

furnace increases the reqpuirements of burnt lime. 
 To meet these lime
 

requirements the ca:lcining plrnt will be modified to double its produc

tion capacity to 200 tons per day.
 

7. Steel 	Ladles (Teeming Ladles for B.O.F.)
 

Three additional teeming ladles are required to handle the
 

increased ingot steel production from the basic oxygen furnace to meet
 

the projected requirements. 
The total of 12 ladles compares favorably
 

with a normal complement used in the United States in a basic oxygen
 

shop producing 900,000 tons per year.
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8. 	 Scran i'en, .ration Tiinrnt
 

Vne accumulation of old molds, mold stools, ladle skulls and
 

pit scrap np ;r:itcre providin7 a suitable area for demolition. Armco
 

agrees erith Konn rrs'prnpnso rl skill1 cracking area with pit and crane
 

em pn ,iw h~ sl-l crrwkr bl and magnet for reduicing molds, stools
 

and sl iils so that they can be charged in the blast furnace skip car or
 

bs-,,ic oxygen furnace scra p boxes. The recovery of the metallics from
 

sla ,, rubble, etc., shoifl b deferred until the 1970's.
 

9. 	 Hot -,'Jill Crane 

The roll si(c shi rter hlnd been included in the former program in 

order to reduce the time reunired to change the combination mill from a 

twi-hirgh 	 to a fmir-bihh rind vice versa. It is now proposed that a second 

crane be 	 ins talled in th(e hot mill irstead of installing the roll side 

shifter. 	 Tie second crane will facilitate the changing of rolls, and 

will provide ad.d, Clexiility to other hot mill operations, such as 

maintenance, where a crane is required. 

10. Side 	Triimmer (Pickling Line) 

Armco excluded this item from its program because "based on 

the present product mix and operating practices, the existing 42" 

slitter shear line has the capacity through 1970 to side trim all tin 

plate coils before pickling. At the time Armco recommended deleting 

the side 	trimmer, customers were accepting mill edges on hot rolled
 

pickled and cold rolled products. Armco suggested, however, that the
 

side trimmer be installed in the future when customers did demand sheared
 

edges on these products.
 

About nine months after the Armco study was made, Erdemir (and 

Koppers) 	again recommended that the side trimmer be included in the program,
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because of curr,:nt cunt;omrr Iemand (as well as production requirements).
 

The 1M1ission in s
concurs -ijl rcoimjndation. 

in con,imnf;ion w:ih thiis side trizimer, a scrap chopper and conveyor 

will be 211ppli, ihdle the scrap resulting from the trimming operation. 

ii ,7 '.' Wv. ( ('ki in: Tine)n o 


''he purpose of this Lnstallation is to make larger coil.s by
 

weldini- two tort;iher, for better utilization of the annealing facilities.
 

It also wil.l rediuce scrap loss.
 

12. Au.iliar,r Iistz (Annealing Crane Revisions) 

Auixi iary hoitsts .Ji]1be installed on the trolleys of the
 

annealin- cr,,ns, eliminating the handing of convector plates by the main
 

hoist. Tn the future each coil. and the convector plate which goes on it
 

will be c-.rried simultaneously by the two hoists. This will reduce the
 

time required to charge the annealing furnaces and thereby increase
 

productivity.
 

13. 	Additional Annealing Furnaces
 

The existing annealing equipment consists of 15 furnaces and 45
 

bases. Each furnace has an annealing rate of about 1.4 tons per hour, or
 

a theoretical maximum of 184,000 tons per year in total. Annealing require

ments are expected to surpass this level by 1970, and therefore three
 

additional furnaces will be installed.
 

14. 	 Nine Anneali'n7,Bases
 

This provides additional capacity now clearly required.
 

15. Building Extensions (Additional Mill Buildings for Storage)
 

The extension of one bay to the north end of the slab yard crane
 

runway is required to permit both cranes to charge the slaL reheat furnace.
 



An extersion of three or four bays to the south end of the tinning 

line is also planned. qhese bays will. be used to store finished products 

awaitinr; slipm-nf-, to customers. 

Tt is now 	 exipeef;, tat a large part of the material for the
 

several b1:i.iin.gxf;.'msic ns in f-his progrmn will be 
 obtained in Turkey
 

(Karabuk) rather h-in having to import them. 
 Some special parts will still 

have to be impnrt 'rl. Thereore, all but 475,000 of the dollar amount
 

included for bir i ljnr ex:tensions has been transferred to 
the Turkish lira 

part of the progrrea. An nccompanying reduction in ocean freight and 

insurance 	 has blnen r,l'lected also. 

16. Aiul.iary 0.11 (r!up)plementary Fuel Oil System and Low 
Sulfur Fuel Oil Storage System) 

To assure contin-ious operation of the hot rolling mills, a 

supplementary low sulfur fuel oil system for the soaking pits and slab
 

rehsatin--	 furnace will be insta]Jed. At present, the slab reheating
 

furnace is fueled only 
 )r coke oven gas. When coke oven gas is in short
 

supply due to reduction or 
curTh :l!nent of operation of the coke ovens, or
 

when the 
 supply of 	blast furnace gas is interrupted because the blast 

furnace is do.n for reline, there is 
no coke oven gas available for the
 

slab reheating furaacc since the gas is needed more urgently for other
 

facilities.
 

The auxiliary system will also include the soaking pits so that
 

low sulfur 	fuel oil can be used as an emergency fuel.
 

17. 	 Service Water TreatmenL (Service Water Changes) 

The reactor clarifier was designed to operate as a clarifier only,
 
but due to the high hydrogen ion concentration and calcium hardness of the
 

Guluc River water, it is necessary to operate 	the reactor clarifier also as 
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a cold lime sotrier. 
This practice results in the scaling and clogging of 

mill water lines. 

qle proper chemical, treatment equipment will be installed to 

reduce scaling and clo(ryginfr of the mill water lines and its associated 

equipment%. 

18. Recil v!;:Lng Tat-;er Systcim (B.O.F.) 

It is planned to have a cooling tower, hot and cold wells, and 

recirculating pup installed for the recirculation of water through the 

indirect coolinr, water system at the basic oxygen furnace. This instal

lation will reduce th o70 -1 the reactor clarifier by approximately 

3,000 gallon.-i per mintlle. 

19. Mtintenance 'Frjlvimn 

More complete maintenance equipment is required to do routine 

repair work to holp reduce operating delays. Because of long waits for 

delivery and high import duties, items which would normally not be repaired 

in a U.S. steel plant can and should be repaired at Eregli, as well as 

because contract arrangem,.nts uith other maintenance shops in Turkey are 

poor due to excessive trn.nsportation costs and time requirements. 

20. Rollin Stock and ?.bile Equiipm~nt 

Increased prod]uction will involve the handling of increased
 

quantities of raw materials, in-process products, and finished products.
 

Much of the existing mobile equipment is a carry-over from construction
 

days, and is not always the appropriate type to do more than a bare minimum 

job in its present plication. Railroad rolling stock also will have to be
 

supplemented as production increases. 
The equipment will be purchased
 

on an as needed basis.
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21. Main Electrical Substation and Distribution 

Ixpandd operations will require additional power, distribution, 

and swithiw. The majn s-bstation will be equipped to handle the increased 

load by th imnl]ation of' Itwo 150-T)L-1000, 1200 amperes, 13.8 KV feeder 

cirmii rorikers. Add it ional subs Lations will also be installed in con

junction with the instaliation of the new oxygen plant. 

22. Spare Opei_ atin Parts 

Ererli faoilit-iesn, both existing and as proposed in this program, 

are of the most moflrn type. They are also furnished from distant sources, 

and in most cases cannot be serviced by parts available locally. This makes 

it necessary to hrtve on hand a relatively large inventory of spare parts in 

order to assure coni, iniJy of nperation. 

Thie supplier of eaclh item of equipment included in this program 

will be rerjusted to submit a list of recommended spare parts, and purchases 

thereof will be made ns warrmnted. 

23. Constriction Fquipmont., Spa-res 

During a construction project such as the one proposed here, a
 

considerable amount of spare parts, tools, and special equipment will be
 

required.
 

211. Ocean Treirht and Insurance 

The amount shown is the total estimated cost of ocean freight
 

and insurance for all of the imported items in the program.
 

25. Erdemir Purchasing Mission 

The amount sho-im is the estimated cost of the Erdemir staff which 

will be sent to the United States to carry out the purchasing of U.S. 

equipment. 



26. Provision for Escalaion 

Since the 	cost estimates were made in the first half of 1966, 

and since 	 pinrchases wi. b e mrile over a period of two years or more, 

escalation 	 is include, tn provide for anticipated cost increases. This 

provision 	wi-l "Iso cover changes in design or in scope that may be 

necessary or desirable as the program is being implemented, as well as
 

unanticipated cost inrreases.
 

27. Provisions for Steel. Surve' 

The Armco expnnsion program covers Erdemir's facilities expansion 

requirements throlvrh 1970. Altho,i'h the Armco Report suggests equipment 

for future consideration beyond The currently proposed program, an expan

sion plan for the IOT7's w:ill be needed. Armco has stressed that continued 

facilities plannin" For Erdomiir is essential if the future demands of the 

Turkish steel market are to b, met effectively. 

Funds are included to enable Erdemir's management to engage a
 

consultant upon the compilet;ion of construction of the presently proposed
 

program to assist in developing a facilities expansion plan for the 1970's.
 

28. En.-ineer.nrqz Supervision of Construction and Start-Up etc. 

This item is the estimated cost of engaging a contractor like
 

Koppers to srve as "Project Manager", which entails engineering services,
 

purchasing 	assistanc,. and supervision of construction and start-up.
 

29. 	 Baird Spectrograph
 

This is a machine that provides quick, reliable chemical
 

analysis of the steel being made, thusreducing the possibility of having
 

to divert heats.
 



30. "innin-7 Limn' (:(nficationis 

Tinning line modifications. This involves the installation of 

two more fankn in the present line, plus provisions for speeding up the 

line to increase prodet:icon of Tin Plate. 
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SCHEDJLE OF GROSS PROFIT/TO01 BY NAJOR FLAT 

EREGLI STEEL 14ILL 

(biscd on 1967 actual figures) 

Product 
 Sales 


Price 

Plt2/
 

Plate-
 1,944 

Hot Rollit Sheets 
 i,851 


Skelp 
 1,770 


Cold Rolled Sheets 
 2,449 


Tinplate 
 3,252 


l/ 	 Variable cost, excluding 
deprecia tion, etc.
 

2/ Althoi plate *i, the present
time show.s I) relaLively good 
gross margin, I-here are two
factors which musj be taken 
into accont in assessing its 
overall attrac ivei-ess: 
A. 	Its present price is admittedly


(by Eregli) out of line, and
 
B. 	Its market potential is believed
 

to be limited as this is an item 
which can be imported duty free

(at 	a significantly lower cost). 

ANNEX 


PRODUCT GROUP 

TL per ton. 

1/ Gross 

Cost- Margin 

1,216 728 

1,394 457 

1,389 381 

1,715 734 

2,302 950 



Eregli Steel :4il 

Comparison of Various Market Forecasts by M1 jor Product Group- With Assu::ed Leve! f S1!es 

1966 1967 1968 1969 1170 1971 1972 1;73 197 1975 
Erdem.r New mkt 56,000 65,000 74,000 85,000 97,000 108,000 119,000 129,C00SH t 

42,000-.- C0 I I.kt 66,000L0,0 0 0  58, 1 ) Assumed Eregli Sales 27,251 31,239 33,000 56,000 74,000 85,000 85,000 85,000 85,000 85,oCC 

HOT ROLL D S; ,ET:
zcdeNr .ew 'IMLkt 62,000 71,000 79,600 92,000 103,000 115,000 127,000Hi I~at 139,0cc97,000 139, CO,A•iC0 Laht 

89,000
Assumed Ei'egli Sales 34,327 54,772 35,000 62,00C 79,600 92,000 

132, 3 
92,000 92,000 92,000 
 9 c0 

Erdemlir New Ivt 91,000 104,oo 120,000 137,000 156,000 173,000 192,000A o iMkti 210,00
13 z, 000_, 92o 140,_I
LO Iat 
 -FCCO ,0001,000Assumged Eregli Sales 
 6o,545 57,516- 80,000 73,000 hOL00 57,000 57,000 
 57,00 

COLDPCM! SHEET:
Erde-mir New Ift 125,600 141,000 
 156,200 182,000 210,000
APICO Hi Mkt 237,000 263,000 292,000 

109,000
Lo Ivlkt05,000 175,000!AFJCO 
 165, 000Assumed Eregli Sales 36,641 76,624 105,000 105,000 126,000 126,000 126,000 126,000 126,000 126,000 

TINPLATE: 
Erdemir New nt 
 61, 8oo 71,000 81, 500 93,000 105,000 117,000 128,000AlIZI0, Hi Nkt 142,00049,000 
 74,000

ARC40 Lo PMkt 45,000 65,000
Assumed Eregli Sales 26,671 40,877 0
62,000 62,000
 75,000 75,000 75000 75,000 75,000
 

TOTAL FL-T PRODUCTS:

Erdemir New pkt 396,400 452,000 511,300 589,000 671,000
ARMCO Hi Mkt 750,000 829,000 912,000402,000 
 912,000
AR.ICo Lo Nkt 3.84, 000 60,oooAssumed Eregli Sales 185,435 26i,028 315,000 358,000 395,000 435,000 435,000 435,000 435,00 0435,000 



E=-GLI STEEL I-aLL ""-" 
PROJECTED STATEMIT OF ?D T AID LOSS 

(TL 030) 
19661/ 19671/ 1968 1969 1973 1971 1972 1973 197L 1975 

(Audited (Unaudited) Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast 
Product Sales (MT 000) 

Tinplate 
Cold Rolled Sheet 

26,671 
36,61 

40,877 
76,624 

62,030 
105,000 

62,000 
105,00 

75,000 
126,000 

75,000 
126,000 

75,030 
126,000 

7]50 
126,000 

73,0 
120,333 

75,0C0 
126,000 

Hot Rolled Sheet 34,327 54,772 35,000 62,000 79,600 92,000 92,000 92,0903 2,333 92,000 
Plate 27,251 31,239 33,000 56,000 74,000 85,000 85,000 85,000 85,30 85,000 
Skelp 60,545 57,516 80 000 73,000 10,400 57,000 57,000 57,0J0 57,333 57,000 

Total Flat Products 185,435 261,028 315,000 358,000 395,000 435,000 L35,000 L5,030 235,330 235,000 

Billets 8,772 20,936 55,000 ..................... 
Pig Iron 67,430 58,567 45,000 70,003 83,000 33,000 33,033 63,000 63,033, 63,0 

Sales Revenue (TL) 487,19L 699,794 843,000 884,000 998,000 1,030,000 1,030,003 1,055,000 1,055, 1,.355,030 

Cost of Sales 308,594 463,305 539,000 523,000 608,030 653,000 687,000 739,00D 739,009 739,030 

Gross Profit (excl. Depreci.tior) 178,600 236,489 304,000 361,000 390,000 377,000 343.000 316,000 316,033 316,000 

Selling & Administrative Expense 17,288 15,488 20,000 26,933 27,000 29,000 31,000 33,000 33,000 33,000 
Depreciation 
Amortization of Prd.OP.Exp. 

89,559 
11,414 

90,288 
11,509 

91,030 
11,000 

93,000
l,O0o 

96,000
11,030 

98,000 
---... 

99,000 100,000 
..... 

1,033O 102,000 

Exp. Mgt. Exp. 
Total Operating Expense 

18,597 
136,858 

26,200 
1143,485 

11,000 
133,000 

11,000 
I11 O 

11,000 
1'45,0&D 

11,000 
138,000 

11.000 
1h)l000 

1,0O 
144,000 

11,000 
1145,00 

ll,0-j 
1146,000 

Operating Profit 41,742 93,004 171,000 220,000 245,000 239,000 202,000 172,000 171,000 170,000 
Other Incaoe --- (2,000) (2,000) (2,000) (2,000) (2,000) (2,000) (2,000) k2,000) 
Interest 57,821 52,532 140,216 143,826 1)45,479 138,644 132,107 124,920 115,348 105,779 

Payment on Deferred Interest --- 32,378 22,227 62,539 63,626 ............ 

Net Profit before Taxes (16,079) 8,094 9,557 15,635 37,895 132.356 71,893 49,080 57,652 66,221 
Less Income Tax --- 1,619 1,911 3,127 7,579 20,471 22,590 17,669 20,754 23,839 

Net Profit after Taxes (16,079) 6,475 7,646 12,508 30,316 81,885 49,303 31,411 36,898 42,382 

The 1966 loss

I/ The profit and bss figures for these years reflect the reduction of interest on Lira repayable debt to 1% for 1966 and 1i for 

1967. 


without this reduction would have been approximately $15.5 million.
 



EREGLI STEEL MILL UDIEX E.2 
PROJECTED BALANCE SHEET 

1966 1967 1966 
(TL 000)
1969 1970 1971 1972 197J 197 197 

Current Assets: 
Cash 
Accounts Receivable 
Inventories 
Prepaid Items 

Total Current Assets 

11,224 
41,371 
419,569 
37,180 
5950934857 

59,884 
41,371 
371,422 
37,180 

152,685 
41,371 

350,077 
37 180 

56!3!3 

326,367 
L1,371 
3O,077 
37 180 

"7t4-97 

375,285 
41,371 
331,337 
37 180 

3814,597 
L1,371 
333,054 
37 180 

2 

415,814 
41,371 

333,054 
37 180 
2719 

389,823 
1,371 

333,C54 
37 180 

370,319 
1,371 

333,05L 
37,130 
7 

357,299 
1,371 

333,05h 
37 180 

a776__ 

Current Liabilities: 
Deferred Interest Payable 0 32,378 22,227 62,539 63,626 
S h o r t T e rm B a n k C r e d i t s 59 , 6 1 8 .... ... ... ... ... ... ... ... .. 
Accounts Payable 
Current Portion of Long Term Debts 

54,911 
48,041 

54,911 
37,512 

54,911 
16,787 

54,911 
121,838 

54,911 
123,161 

54,911 
128,853 

54,911 
157,402 

54,911 
157,402 

51,911 
157,L02 

54,911 
157,402 

Dividend Payable 
Other Liabilities 

Total Current Liabilities 
4 894 

1676 

12,400 
4 894 
27 9tE!9 

h 89491 
247!182 

. 
-26, 

L 894 4,89. 
217,207 

L,894 
217,207 

,894 
217,207 

14894 
217,207 

Net Working Capital 341,880 367,732 L82,494 497,813 538,581 607,5,4 610,212 584,221 564,717 551,697 

Proper'j, Plant & Equipment 
Less Depreciation 
Net 

2,464,528 
106 324 

2 ,351 

2,518,339 
196 612 

727 

2,572,087 
287,612 

2,2,2,173M,6657 

2,629,759 
380,612 

7 

2,655,778 
b76,612 

2 !9.16 

2,662,204 
574,612 

20o67,592 

2,673,139 
673 612 

i,299727 

2,673,139 
773,612 

17 

2,73-139 
874,o12 

1,798,527 

2,673,139 
976 612 

17 

Deferred Charges (Net) 56,346 11,837 33,837 2,37 3 11,837 _ 11,837 11,837 1,837 11,837 

Total Assets less Current Liabilities2,756,30 2,73L,296 2,800,806 2,769,797 2,729,584 2,706,973 2,621,576 2,L95,585 2,375,081 2,260,061 
Less Provisions for B.F. Reline 5,3442,751,06_ 9 197. 13,121 18,30671-ll7 21,272 29 172 29,472 29 172 29,472 29 472 

Represented by: 
Long Term Debt 
Less Current Portion Above 

2,293,868 
48 041 

2,255,939 
37 542 

2,289,324 
16 787 

2,348,673 
124,838 

2,270,501 
123161 

2,166,497 
128 853 

2,060,346 
157 402 

1,902,94 
157 402 

1,715,542 
157 402 

1,588,110 
157 402 

Equity: 2, 45 62 i8, f ; 222232, 'I7o 2,127 !7" T 9 T3l 

Capital Stock 
Earned Surplus 

521,338 
(161079) 

528,706 
(22,004) 

528,706 
(13,558) 

528,706 
(1 050) 

528,706 
29,266 

528,706 
111,151 

528,706 
160,L54 

528,706 
191 865 

528,706 
228 763 

528,706 
271 145 

Total Equity 50,29 07 2 515 2Y519 7 57,972 6,77 '292 0 7071T 2 2 29 59 
Total 2,751,086 222,9 2,77,L695 27111~ 8T ~ 67,0 2,261 3 45'609 



Sources: 


F-' (before Interest & Taxes) 


Depreciation 


Amortization 

Provision - for Furnace Reline
AID Loan B 

European Credit - Expansion 


GOT Loan - Expansion 

Capitalized Interest on GOT Loan
AID Loan - Equipment & Eugineering 

Capitalized Interest on Equipment & Eng. Loan 


AID Loan - Management

Capitalized Interest in Management Loan 


Capital StockDecrease in Inventories 

Total Sources 


Applic ation: 

Dger-reInterest 

Interest (excluding Deferred Interest) 

Taxes 


Payment of Principal 
Accruals 


AID Loan B

European Credit - Exchange 

Chase Debentures 

AOT Lira Loans 
AID Loan A & Cooley Loans 


European Credit - Expansion
Down Payment 

Principal 


GOT Loan - Expansion 

AID Loan - Equipment & Engineering 

AID Loan - Management 


Short Term Credits 

Dividends 

Increase in Inventories 

Property, Plant & Equipment 


Total Application 


Increase or Decrease in Cash 

Beginning Balance 

Ending Balance 


PROJECTED 

1967 


93,004 


90,288 

11,509 

3,853


20,112 

7,368 
48,147 

264,281 


52,532 

1,619 


2,865
 

36,176 

9,000 


59,618
 

53,811 


215,621 


48,660 

11,224 

59,884 


EREGLI STEEL MLL 
STATEMT OF 	SOURCE AND APPLICATION 

(TL 000) 

1968 1969 1970 

173,000 222,000 247,000 


91,000 93,000 96,000 

11,000 11,000 11,000 
3,924 5,185 5,966
2,515 
8,100 9,000 
 8,100
 

13,437 14,526 4,851 

806 1,726 2,121


32,211 34,146 13,068 
1,933 4,097 5,127 

11,250 11,250 11,250 

675 11,391 2,19 

21,345 _l0,000 __8 


371,196 417,321 
 415,372 


32,378 22,227 62,539 

140,216 143,826 145,479 


2,111 3,127 7,579 


26,274 4,619 57
 
9,000 9,000 
 9,000 


39,607 
72,538 


1,620 1,800 1,620

648 1,368 2,016 


12,400
 

53,748 57,672 
 26,019 


278,395 243,639 366,454 


92,801 173,682 48,918 

59,884 152,685 326,367 

1521685 326367 
 375285 


OF 	 FUNDS 

1971 

241,000 


98,000 


5,200
 

855 

2,299 

5,571 

5,769 

2,250
 

2,413 


363,357 


63,626
 
138,644 

20,471 


9,000
 
39,607 
72,538 


2,016 


1,717
 
6,426 


354,045 


9,312 

375,285 

384,597 


1972 


204,000 


99,000 


4,131
 
2,685
 
6,804
 
6,524
 

2558 

_,0 

325,702 


132,107 

22,590 


14,692 

39,607 
72,538 


2,016 


10,935
 

294,485 


31,217 

384,597 

4152 814 


1973 


174,000 


100,0,oo 


274.000 


124,920 

17,669 


29,384 

39,607 
72,538 


,16 
7,683 

3,012 


299,991 


(25,991) 

415,814 

389823 


AMIX F3
 

19M_ 1975 

173,0'0 172,000 

101,000 102,000 

274000 274,000
 

115,348 105,779
 
20,754 23,839
 

29,384 29,384 

39,607 39,607 
72,538 72,538
 

2,016 
2,016 ,16
 
7,683 7,683
 
3,012 3,012
 

293,504 287,020
 

(19,504) (13,020)
 
389,823 370,319
 
370,319 357,299
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