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the foreign exchange costs of commodities and services for the 
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AID-C/P-985/2 

SUMMARY AND RECOMMENDATIONS April 4, 1972 

EregLi Steel Mill Expansion - Stage I 

1. Applicant: 	 Government of' Turkey (GOT)
 

2. Amount: $4o,ooo,ooo (including $15,000,000 previously
 
authorized).
3. Loan: 
 (a) 	40 year maturity including a 10 ycar
 

grace period.
 

(b) 	21 per annum interest during grace
 

It. Total Cost Project 
period and 3% per annum thereafter. 

and Source of Funds: Foreign Exchange Costs, (Millions) 

A.I.D. $ k0.0 

Exim Bank 70.0 

IBRD 76.0 

Total 
 $186.0
 

Local Currency Costs
 
(from Eregli) 
 60.0 	 (Equiv.: 

Grand Total 
 $246.0
 
5. Description of Project: 
 To expand the steel making and hot rolling


facilities of Eregli Demir ve Culik 
Fabrikalari T.A.S. ("Eregli") to provide a
production capacity approximately double 
the existing one.
 

6. Purpose of Project: 
 To enable Eregli (a) to meet the estimated
 
domestic market demand for flat steal
 
products in Turkey, and (b) to improve

plant economics and the financial position

of the company.
 

7. Background of Project: 
 A.I.D. has been associated with Eregli since
 
its inception. It provided most of the
 
foreign exchange needed to build the original

plant and has made two dollar loans and one
 
local currency loan subsequently. A.I.D.
 
has also been closely involved in the
 
preparation of the feasibility study on which
 
this expansion project is based and has
 
participated with the other lenders, primarily

the IBRD, in the further development of the
 



ii
 

8. EXIM Bank Interest: 


9. Mission Views: 


10. Statutory Criteria: 


11. Issues: 


12. Recommendation: 


project and of the financing plan. 
Earlier
assumptions regarding the availability from
 
the GOT of foreign exchange to cover up to
$30 million of project costs are no longer

valid. 
In additicn, the foreign exchange

cost of the project is now estimated to be
$11 million higher than assumed earlier.
 
Both the IBRD and EXIM Bank have increased
 
their commitments to the project and we
 
propose to increase the amount of the A.I.D.
loan authorized in July, 1971 from $15
 
million to $10.0 million.
 

Exim Bank indicated on November 18, 1971 that
 
it has no interest in increasing the amount

of its participation in the financing.
 

Mission endorses the pi'oposed loan.
 

Satisfied 
- see checklist.
 

None.
 

That the existing authorization dated
 
July 14, 1971 be amended by increasing the
loan amount from $15.0 million to $40.0
 
million.
 

Capital Project Committee Members
 

Loan Officer: 
 Michael F. Speers
 

Engineer: 
 Charles McNaron
 

Counsel: 
 Stephen Stein
 

Drafting Officer: 
 Michael F. Speers
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1.0 Background:
 

1.1 This paper updates the information, analysis and conclusions
 
contained in a Capital Assistance Paper, dated June 18, 1971 (AID-DLC/P-985)
 

which das reviewed by the DLC and formed the basis of a Loan Authorization
 
signed by the Administrator on July 14, 1971. It takes into account the
 

agreements reached between A.I.D., the GOT and Eregli regarding the deferral
 
of payments under existing loans and discusses other developments which
 
have occurred since then.
 

1.2 The project facilities described in the CAP of' June 18 remain
 
unchanged; similarly, the assumptions, findings and projections then made
 
in the area of' marketing, management and sales volume remain the same. This
 

paper discusses only those areas where earlier statL;ments or findings need 
to be changed. 

1.3 When the June CAP was prepared the f'oreign exchange cost of the 
project was estimated at $175 million, leaving at that time a gap in the 
foreign exchange financing of $30 million. It was assuned that this gap 
would be filled either through an underwriting commitment by the GOT and/or 
the use of European bilateral credits. The COT has since indicated that
 

it would be unable to provide a specific foreign exchange underwriting in
 

the amount needed and, after discussion with European financing sources,
 
it became apparent that foreign exchange credits for the project from those
 
sources would not be available. Therefore, after consultation between A.I.D.,
 

the IBRD and Eximbank, A.I.D. tentatively agreed to consider increasing its
 
loan from $15 million to $40 million, the IBRD indicated its willingness to
 

recommend to its board an increase in its loan from $65 million to $76 million,
 

and the Eximbanr. agreed to increase its commitment from $65.0 million to
 
$70 million. Together, these credits will provide foreign exchange totaling
 

$186 million, an amount adequate to finance the foreign exchange costs of
 
the project now anticipated, including a $5.0 million contingency amount for
 
foreign exchange cost overruns beyond escalation and normal contingencies
 
included in the cost estimates.
 

1.4 A substantial revision of the f'nancial projections became
 
necessary when the Government of Turkey aecreed, in August 1971, substantial
 
increases in the price of many commodities, including coal. At the same
 

time, the Government authorized Eregli to increase the prices charged for
 
its products by an average of 24-s. It had been anticipated that Eregli
 

would be allowed a price increase of approximately i0 /0(the increase
 

reflected in the projections included in the earlier CAP). The effect of
 

the current prices of raw materials and services and of its increased sales
 

prices is reflected in this paper. Account has also been taken of the
 

present value of the Turkish lira which, in December 1971, was increased
 
from TL 15 to TL 14 for $1.00.
 

2.0 Capital Costs
 

The capital cost estimates set forth in the CAP of June 18 were
 

revised after the visit of the IBRD appraisal team to Turkey in September 1971.
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The new estimates reflect the addition of certain pollution abatementequipment which ecological experts accompanying the IBRD team recommended.The now estimate of the cost of such equipment is $3 million, an increaseof $2 million. On the initiative of the IBRD, $i million was added to
provide funds for a technical assistance contract between Eregli and an
operating steel producer. Minor changes were also made in the cost
estimates for spare parts and ancillary equipment. Also on the initiative

of the IBRD, an additional foreign exchange contingency amounting to
$5 million was added. All of' the local currency costs, now estimated at
TL 81;o million ($60 million equivalent) will be financed by Eregli.Table 1 which folows sets forth the revised capital cost estimates, by
major item. 



ERDEMIR 
TABLE 1 

SUMMARY OF ESTIMATED CAPITAL 
(in Thousands 

INVESTMENT -
of Dollars) 

STAGE I 

Foreign I/ 
Exchange Cost= 

Local_ /
Cost 3_/ Total 

1. Coke Battery & By-products - 85 Ovens 
2. Blast Furnace - 29'6" Diameter 
3. Mold Preparation Area 
4. Scrap Preparation Area 
5. BOF Alterations 
6. 3rd BOF Vessel - 90 MT/HT 
7. Burnt Lime Kiln - 225 MT/D 
8. Oxygen Generator - 200 MT/D 
9. Billet Caster - 300,000 MT 

10. Soaking Pit Crane 
11. Hot Strip Mill 
12. Plate Finishing 
13. Rotary Plate Shear 
14. Pickling Line #2 
15. Cold Mill - Incr. Speed 
16. Batch Anneal - 6 Furnaces & 18 Bases 
17. Temper Mill #2 
18. Shear Line #2 
19. Power House 
20. Utilities & Services 
21. Ship Unloader 
22. #3 Boiler 
23. Extension of Ore Yards 
24. Provision for Ecology 
25. Technical Assistance 
26. Additional Foreign Exchange Cost Overrun 

Contingency 

$ 16,399 
24,688 

588 
813 

5,313 
4,173 
1,135 
4,292 

11,756 
601 

56,591 
2,092 
1,308 
6,409 
4,658 
1,905 
7,806 
3,380 
7,585 
8,058 
2,029 
3,381 
2,040 
3,000 
1,000 

5,000 

$ 5,028 
8,253 

250 
285 

2,337 
2,155 

380 
970 

2,290 
39 

12,125 
927 
315 

1,905 
1,160 

567 
2,522 
1,020 
1,882 
8,348 

238 
794 

1,710 
900 

3,600 

-_____5,000 

$ 21,427 
32,941 

838 
1,098 
7,650 
6,32­
1,515 
5,262 

14,046 
640 

68,716 
3,019 
1,23 

8,314 
5,818 
2,72 

10,328 
L,403 
9,467 

16,406 
2,267 
L,176 
3,75S 
3,900 
L,6cc 

A 
A 

$186,000 $60,00 $2a_ 

Note:
 
1 Foreign Exchange Costs include orovision for escalation at 6 percent per year and contingencies of 6.1 lercent.
 
2/ Local Currency Costs include escalation at 10 percent per year and contingencies of 7 percent.
 
3 	 Computed at rate of TL 14 = $1.
 

Items 1 through 24 include engineering costs aggregating about $8.5 million in foreign exchange and
 
TL 42 mi lion in local currency.
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3.0 
 Financial Considerations
 

3.1 Financing Plan. With the conclusiondeferral negotiations by A.I.D. of the reCentwith the GOT and Eregli, a firm financing planwhich provides for all project costs and contingencies has been agreed
upon. 
Table 2, below, describes this plan.
 

TABLE 2 
 ($ Millions)
 

I/- Percentage

Source 
 FX Costs 
 Lira Cost&-
 Total 
 of Total
 

AID $ 4o.o 
 $24.8 
 $ 64.8 24.7% 
GOT 


51.62/ 
 51.6 19.7%
 
EXIM 
 70. 
 _ 70.0 
 6% 
IBRD 
 76.o - 76.0 29.o 

TOTAL $186.0 
 $76.4 
 $26
2 ./ 100.V0
 

1/ 
 All Lira costs of the expansion are to be met by Eregli, principally
from cash freed by deferrals of existing AID and GOT loans in the amounts

shown.
 

2/ 
 GOT deferrals of interest and principal payments on existing loans
to Eregli during the construction period aggregate $13.6 million
equivalent with the balance representing deferrals during the period 1976-1987;
deferrals during the latter period are intended to provide increased
security for the service of fo.ceign exchange debt. 
3/ Exim's commitment of $70.0 million includes $5.0 million as
mental contingency for FX cost overruns. a supple-


Since Eregli will be required to
make cash down payments equivalent to 10 percent of the amounts drawn, the
new money provided under the Exim loan package is only $63.0 million,
assuming that the entire credit is used.
 

4/ This amount does not include start-up costs or increases in working
capital.
 



3.2 Financial Proj ec tions. 

A number of assumpt:ions made in the proj cetions presnlei Irn 
,June 1971 have changed. No attempt has been made to calculate t!e 
impact of each of these changes separately but their cumulative 01'F:Ct 
is reflected in the Profit and Toss and Cash Flow Statements presented 
in Annexes I and II. The last line of Annex I compares the revised
 
forecast of' net profit aftter tax with the corresponding forecast 
contained in Annex III, Table I of' the June CAP. The changed assumptions 
are listed below, classl'ied according to their f'avorable or unfavorable 
effect on the earlier projections. Their aggregate impact has been a 
net impro.emernt in afteor-tax prol'its during the period 1971-1982 ()1' 
TL 1,250 million ($88.5 million) over the projections shown in Annex III, 
Table I of the June CAP.
 

3.3 The following changres; in assiumptions have had a favorable
 
effect:
 

1. 	 The average increase :in Eregli's sales prices of 211.5 percent 
as against an incruase of' 10.5 percent assumed previou.ly. 
(That increa;se is now iii effect.) 

2. 	 A reduction of FX debt service due to revaluation of the Lira
 
with respect to the U.S. dollar from TL 15 to 11 = $1.0O.
 

3. 	 Downward revision of the interest estimated to be payable on
 
new FX debt from 8 percent to a weighted average of 7.5
 
percent. (This is due to a refinement of previous estimates
 
based on current interest rates.
 

4. 	 The decrease in interest costs on GOT Lira loans, due to the
 
substitution of deferrals of payments on existing debt for
 
new loans which would have carried a higher interest rate.
 

3.4 The following changes have had an unfavorable effect on the 
projections: 

i. 	 A net increa;o iii the Cost of' Goods Sold oI' eight Lo rine 
percent. k)cally purchased goods and services, as a re:u'lt 
of price increases decreed ;oy the GOT, local taxes and 
transportation costs, wii.l be higher than previously assumed. 

2. 	 The reduction in depreciation on assets purchased with foreign 
exchange will be lower than previously assumed due to the 
revaluation of the Lira.
 

3.5 The arrangements envisaged to provide Eregli with the cash
 
needed to finance the local costs of the project, and to service its
 
debt, were outlined in paragraphs 5.2-5.4 (pp. 14 and 15) of the CAP
 

http:previou.ly
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of June 18, 1971. In negotiations between A.I.D., the GOT, the
 
IBRD and Eregli, the arrangements then envisaged were modified in 
some respects. The major substantive changes are: 

(a) A.I.D. has agreed to defer, in addition to deferrals 
earlier agreed to, four semi-annual installments of'
 
the dollar repayable portion ('B' loan) of Loan 27t­
A-020;
 

(b) A deferral by the GOT to Eregli of a "104(g)" loan 
(made under Section 104(g) of P.L. 480) is not
 
included because the GOT found that certain legal
 
and administrative problems were difficult to over­
come and because the effect of its deferral would 
have been marginal.
 

On January 18, 1972, A.I.D. and Eregli, and the GOT and Eregli,
signed agreements effecting deferrals the substance of which is 
summarized below. The amounts so deferred are summarized in Annex 4.
 

A.I.D. agreed to defer:
 

(a) four semi-annual installments of the DLF 'B'Loan,
 
A.I.D. Loan 277-A-020 (dollar repayable) commencing 
with the installment due October 2, 1972; interest 
will be paid currently and the deferred amounts will 
be amortized together with scheduled semi-annual 
installments then due, during the remaining maturity
 
period of this loan.
 

Total payments deferred: $6,634,000
 
(TL 92,876,000)
 

(b) a portion of two semi-annual installments of principal

due in 1972 and all principal payments due in 1973 on
 
the DLF 'A' Loan, AID 277-A-020 (Lira repayable with
 
M.O.V.); interest will be paid currently and the
 
deferred principal amounts will be amortized together 
with scheduled semi-annual installenuits then due, on 
the dates specified for such installm nts within the 
maturity of the loan.
 

Total payments deferred: $12,900,000 
(TL 180,608,000) 

(c) the installments due on "Cooley" Loan 277-E-047 due 
on April 1, 1972 through and including the installment
 
due on April 1, 1976; interest accruing from January 1,
 
1972 through and including the period ending
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December 31, 1976 will be deferred and capitalized;

deferred principal payments and capitalized interest
 
will be paid together with semi-annual installments
 
then due, on the dat;es now specified for the payment
of such installments, with the first such payment due 
on April 1, 1977. Payments of'principal and interest 
after that date(! will be subject ti, de facto sub­
ordination to ' e:ign (xchajige debt. serv:ice in 
accordance with a cash tcst. 

Total FinancLal Ef'I'ect: $5,315,000
(TL 74,J .L1,00) 

The total amount deferred by A.I.D. under these agree­

ments is $24,849,oo0 or TL 3117,886,ooo.
 

The GOT has agreed to
 

(a) defer principal installments on its "main construction
 
loan" due on July 2, 1971 and thereafter until and
 
including the installment due July 2, 1987; interest
 
accruing dur-ing the period January 1, 1971 to December
 
31, 1975 will be capitalized; regular interest payments

will resume on January 2, 1976 and the outstanding and

capitalized interest will be repaid during the thirteen­
year period commencing on January 2, 1988.
 

Total Paym .rits Deferred: TL 594,002. 000 

(b) defer principal and interest payments due on ts t;wo
"Special Development Fund" loans due on June 30, 1971
 
and thereafter unt:i.l June 30, 1976, when payments will
 
resume; interest, which will be capitalized during the
deferral period, and deferred principal payments will
 
be repaid together with regular installments, during

the remaining maturity period; such payments will,

however, be subject to a cash test and thus subordinated
 
de facto to debt service on foreign exchange loans.
 

Total Payments Deferred: TL 61,651,000
 

(c) defer principal and interest on its "Interim Expansion"

and "Sinter Plant" lira loans for a four-year period

commencing January 1, 1972. 
 The provisions for
 
capitalization of' interest, repayment and subordination
 
described under (b)above, will apply.
 

Total Amount Deferred: TL 37,156,000
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(d) establish a fund aggregating TL 30 million for
Eregli's use during the construction period.
Payments into the fund will be made by the GOT
from payments of interest made by Eregli to the
GOT on reloans of the new A.I.D. and IBRD loans.
Amounts drawn by Eregli from this fund shall beconsidered a loan and be added to the principal
outstanding under the GcT "Sinter Plant" loan
commencing in 1976, with the terms of that loan
applying to maturity and interest. 
 To the extent
Eregli draws on this fund, the effect is the same
as any equivalent deferral and Papitalization o'
interest due theon new loans. 

The total amount deferred by the GOT, assuming all of the TL 30 million
is drawn from the fund described under (d) above, in TL 722,809,000.
 

3.8 
 In addition to the above deferrals, the GOT has
 

(a) authorized the company to change its maximum
depreciation rate on fixed assets from 29 years
to 19 years for assets purchased prior to
January 1, 1972 and to 15 years for assets pur­
chased after that date;
 

(b) authorized an increase in the sales price of the
company's products of an average of 24.5% over
 
1970 price levels;
 

(c) furnishc 
A.I.D. its guaranty of the existing,
previously unsecured AID Loan 27-A-02O to Eregli
with an outstanding balance of about $138.0 million.
(Subsequent A.I.D. dollar loans for Eregli wore made
to the GOT and are, therefore, guaranteed.) The GOT
has thus assumed a contingent liability of about
$138.0 million. 
The guaranty becomes effective upon
the signing of the agreement for the A.I.D. loan here

proposed.
 

3.9 
 The financial projections in Annexes I through 4 are 
the
same as those used by the IBRD in its Appraisal Report (Report No.
PI-13a) dated February 4, 1972. 
 These projections were prepared
before agreement was reached to provide a supplementary contingency
of $5.0 million in the EXIM loan and do not reflect its drawdown.
Similarly, the use of funds for a contract to provide technical
advisory services is not reflected in the cash flow projections because
the inclusion of $1.0 million for this purpose in the IWRD loan was
agreed upon after completion of the statements and its effect on the
forecasts would, in any event, be marginal. 
The projections therefore
are based on a foreign exchange cost of $180 million. 
They reflect the
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3.13 

changed assumptions listed above in paragraphs 3.3 and 3.4arrangements regarding deferrals, and the
depreciation and steel prices
described in paragraphs 3.6 through 3.8.
 

Comments 
 on Profit and Loss Statement (Annex I) 
The decrease

to increases in prolflts anticipatejdproJected Vol 1972 andfor paIjyments o!' 197I is duecaused, interest, andrespect', ely, by of' corporate taxesmodi flications of theand by changes in I, Worral arrangementsthe project schedule,therefore, timing (W drawdownsthe availability and,of investmentshow substantially credi ts. Subsequentbetter prot'itability years
than calculated earlier. 

3.11 Comments on Statement of Source and Application of Funds.
(Annex II)
 

Our Projection of Eregli'sa substantial cash position madedeficit in 1973. last June showedshort-term At the time, itcommercial borrowing was anticipated
Further review with 

or government loans would fill 
that 

the GOT and Eregli that gap.government loans could not 
led to the conclusion that newbe expectedcommercial and that the interctfunds made this method cost of'of financingdeferral agreements unattractive.now concluded Theeliminatecash is now expected that prob..Clm.to be availab]. Suiffici (nt

year's in ertch year not;cash requirements enly to meet. thatbut also to pr'ovidteapproximately two weeks' :ah(; 
a balance equivaleot Io
construction revenu(, . I11
period, i.e. from the years foll:owing1976 onwcard, the

substant.ally, cash reservespermitting Eregli Should increase
investment to begiin financ(inglargely from ilternal Ihture capitalcash generation.,
of its 

or to prepay somedebt. 

Comments3.12 on Baan(. SheetS. (Annex III 
The Balance Sheet projections show aEregli's financial structure. drastic improvement inThe ratio of long-term debt to net worth
decreases from 4.4:1 in 1971 to 2.5:1 in 
 1976 and to l.h:1 in 1978,
assuming no further long-term borrowing. 
This improvement reflects the
increased earning power 
 of the company.
 

Debt Service Coverage. 

The deferral arrargmentssatisfactory described earlierdebt service coverage havv resulted i.nratiosanalyzed. during the entireWe have calculated period
shown the ratio twoin Table 3, below. Lino 

ways both of which arc:1 showsratio on a current basis 
the results of calculating thefor eachcarried year, excludingover from the end of the 

the cash balanceprecedingservative year.basis Eventhe ratios provide ample 
on this con­protection for the lenders.Line 2 of Table 3 shows The results of calculating the ratio on a
 

cumulative basis. 
The previous year's cash balance is taken into
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account but the availablc cafhli as boen di by TI, 100 m.11i ,ul
 
to Provide a cusion Cor c'ontingenc Los.
 

On that basis, tie cash available I'or debt, service is more
than twice th,: amount needed ror that purpose ill(,ach year, reflecting
the effect of the substantia. cash generations epT ected after the 
completion of' the project. 

TABLE 3 - DEBT SERVICE COVERAGE 

197, 1)77 1978 Ik79 1980 1981 1982 

1. Current Basis 2.25 1-.53 1. 61 1.(7 1.67 1.77 2.01 

2. Cumulative Basis
 
(Contingency

deducted) 2.36 
 2.35 2.81 3.33 1.22 4.74 6.13 

3.14 SensiLivity Analysis.
 

The results of calew].ations made to determine the effect of 
fluctuations in the volume a. 
products sold, sales prices, manufacturing

and other costs and quality of ore were presented in Annex V to the CAP
of June 1971. These calculations have not been repeated using figures
from the revised projections included in this paper. Due to the improve­
ment ir. the pr.:jections of operating results prsented in this paper
 
over ear.lier estimates, such calculations would have resulted in a

higher break-even 
point, both for volume and price fluctuations, increased 
the effect of a decrease in manufacturing costs, generally reduced the
effect of other cost increases and left the effect of variations in the 
quality of ore unchanged. (Price reductions could reach about 30 percent 
before the break-even point would be reached.) 

4.0 Economic Considerations. 

4.1 Comparison of Eregli's Prices with World Market. 

In the course of its appraisal of' the Project, the IBRD under­
took a detailed study of Eregli's prices and comparable world market
 
prices. 
 (IBRD Report No. PI-13a discusses the methodology used and the
 
findings in paragraphs 10.05 through 10.10, Annex VI and Table 26.)

Taking full account of the diffi.ulties inherent in any comparison of' 
steel prices (which are due to a great number of variables in quality,

specifications, size of product, size of order and commercial terms)

and of the uncertainties in the pricing of' European steel due to recent
 
currency realignments, the IBRD calculates a "nominal protection"i/of 

l/ "Nominal protection" is the difference between Eregli's prices
 
Tadjusted for delivery to Istanbual) and the price of imported products,

CIF Istanbul plus an adjustment of 10 percent to cover landing and
 
financial charges.
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Eregli's products of 11.7 percent and an 
"effective 	protection"1/of
22.17 percent before giving 
'ffect to 	price increases in Europe whichoccurred 	early in 1972. IfI these prices were to increase by about5 percent, the "e'fective 	prot.ction" would be reduced to about
16 percent, if tiv,y increased by 10 percent 
 it would drop to below10 percent. These margins uppear acceptable to us and have been so
 
found by the IBRD.
 

4.2 	 Internal Rate of Return.
 

Last June, we calcul.ated the incremental 
 intended 	 rate of'return on 	 the incremental investment at 14 percent and the correspondingeconomic 	 rate of return at 15 percent. Both rates would be somewhatimproved if the current projections were used but we nothave 	 carriedout the complex recalculations in detail. The IBRD, using a diffe:rentmethod of 	 calculation, by which both inputs and outputs are adjustedto world maret prices, arrives at an "internal economic return"18 percent. 2_	 of 

4.3 	 Poreign Exchange Savings. 

We earlier calculated annual foreign exchange savingsattributable to the project at about $*38 million. The IBRD, usingthe current projections, calculatu-s savings of' 	$56 million after d(hbtservice. Using the same basis, the pay-off period for e l'oreigrnexchange 	 debt related to the project is about 2- years.­

i_/ "Effective Protection" expresses the relationship between value
added based on Turkish prices and value added based on world market
 
prices.
 

2/ See 	paragraphs 10.13 through 10.16 and Table 25, op. cit.
 

3/ See 	paragraph 10.12 and Table 29, op. cit. 
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5.0 Implementation Plan. 

5.1 Status of Loans for the Project. 

Both the IBRD and the EXIM Bank, acting through their 
respective Boards of Directors, have authorized the establishment
 
of loans and guarantees totalling $.16 million. Authorization ofthe A.I.D. loan here proposed would provide the rtimaining $4o million.
The IBRD has negotiated the agreement covering its loan with Erugli
and the GOT and expects to sign within the next few weoks. A draft;, 
loan agreement covering the proposed A.I.D. hasloan been ruviewed
with both 	the GOT and Eregli; no issues are expected to arise in
completing the negmotiations. The IBRD and A.I.D. loan agreements
have been jointly revicwed to ensure dove-tailing of their provisions.
A draft agreement 	 covering the EXIM commitment is expected shortly. 

5.2 	 Status of Other Agreements. 

Both the letter agreement containing the GOT guarantee ofA.I.D. loan 020 and the agreements between the GOT and A.I.D. on the one side and Eregli on the other covering deferrals of existing loans
have been signed. The guarantee agreement will become effective when
the first disbursement under any loan (IBRD, EXIM or A.I.D.) for the
project has been made. The deferral agreements with Eregli will 
become effective when all three institutions have signed their
 
respective loan and guarantee agreements.
 

5.3 	 Procurement Procedures.
 

Agreement 	 has been reached by A.I.D., IBRDthe and theEXIM Bank 	on their respective roies in financing the project. 
 EXIM

has informed the Borrower which items it intends to finance, and a
list of such items is attached as Annex 7. The IBRD and A.I.D. have
 
agreed among themselves and with Eregli that all other items will be
subject to international bidding under IBRD procedures. 
 Successful
 
bids by U.S. suppliers will be financed by A.I.D. until A.I.D. funds
 
are fully 	committed. Any successful U.S. bids submitted thereafter
 
will be financed by the IBRD. 
 Should all IBRD funds be committed
 
before A.I.D. funds 
are exhausted, additional procurement will be

restricted to the U.S. Arrangements are being made to reflect this
 
arrangement, and the possible application of A.I.D. procurement

procedures, in all Invitations-for-Bid. 
To the largest extent possible,

those items for which world-wide competition is expected to have the
 
greatest benefit for Eregli will be bid first and, as nearly as possible,

simultaneously. 
Close liaison with the IBRD on procurement matters has

been established and will be maintained throughout the implementation
 
of the project.
 

5.3 	 Engineering.
 

After negotiation with several U.S. companies, the Board of

Directors 	of Eregli selected the Koppers Company, of Pittsburgh,
 



5.5 

Pennsylvania, as engineers for the project. 
A contract was signed

in February 1972. The contract will be financed by EXIM but the
 
scope of services to be provided by Koppers is subject to approval

by both the IBRD and A.I.D. That review is being carried out in
 
close consultation with the IBRD and is to te completed, and Eregli
 
advised of the conclusions, by March 31. Under the contract, Koppers

will provide all engineering services required, including preparation
 
of Invitations-for-Bid and evaluation of' bids. 
 Eregli was advised
 
on August 6, 1971, that no 
firm acting as engineer could also be a
 
supplier of' equipment, and the IBRD advised Eregli of' their substantially
 
identical position on this issue. 

Construction. 

Construction of' new facilities and installation of equipment

will be carried out by Eregli with its own forces, supplemented where 
necessary by Turkish contractors. Suppliers of' equipment will be made
 
responsible for supplying erection supervision wherever this is 
necessary to ensure proper installation and operation. A detailed 
project schedule will be prepared and maintained by the Engineer. 
Initial orders for equipment should be placed by the summer of 1972 
and the project completed by the middle of 1976. 

6.o Ecological Considerations.
 

The IBRD included in its Appraisal Mission two environment
 
specialists who assisted in arriving at 
the conclusions contained in
 
Annex 3 to the IBRD Appraisal Report. The major findings were the
 
following:
 

- dust control measures are in operation but need to be improved 
in some respects; 

- noise created by mill operations does not affect the surrounding
 
area;
 

- smoke and fumes are being controlled to the extent this is
 
technologically feasible;
 

- the Company intends to install a biological treatment plant
 
for coke oven effluents;
 

-
the Company intends to install facilities for the recovery or
 
neutralization of acid from the pickle line;
 

- the Company intends to process waste process water before
 
discharge into the sea;
 

- the Company intends to install a sewage treatment plant,
 
possibly in conjunction with the Town of Eregli.
 



-Ib-

An amount of $3 million is included in the cost; 0Statcmaos to cov, 
the foreign exchange cost oP the installations planned and, under 
the IBRD's agreement with the GOT and Eregli, detailed plans will 
be submitted for the IBRD's approval. 



EREGLI IRON AND STEEL WORKS INC. 

STATEEINT OF PROFIT AND LOSS 

(TL !.LLIONS) 

SALES PROCEEDS 

Iron and Steel Products 
By-Products
Total SalesAt 95 percent Operating Rate 

COSTS OFGOODS SOLD 
Raw I~aterials 

Reserves 
Manufact. Labor & BenefitsDepreciation 
Sundry Manufacturing Costs 
Total Cost of Goods SoldGROSS PROFIT 

GENERAL 
EXPENSES 

Administration aeAmortization of Start-up 
Foreign Supervisory 

PROFIT BEFORE INTEREST AND TAXES 

INTEREST 

Paid 
GOT Construction Loan Capitalized
Other-Capitalized 
NETINO.z BFORETAES 
Income and Corporation Taxes 

NET ICO1'.r AFTER TAXES 
Net Income after Taxes July CAPNet Improvement Present Forecast 

vs. July 1971 Net After Taxes 

1971 

1,262.01,262.0 

204.9 

9 
263.2 

23.9 

2.5 
26.4 

236.8 

181.8 

165.3 
13.4 
3.1 

55.0 
17.3 

37.7 

42.7 

(5.0) 

1972 

1,490.9 

478.1 
55.7 

107.3212.8 
200.0 

1,053.9 
437.0 

38.7 

6.3 
4 . 

392.0 

192.2 

144.2 
28.2 
19.8 

199.8 
63.6 

136.2 

162.6 

(26.0) 

1973 

1,730.2 

562.2 
59.1 

122.2218.3 
228.8 

1,90 b 
539.6 

L 20.2 
13.8 
54.2 

485.4 

28.8 

217.1 
29.8 
21.9 

21?.6 
51.7 

164.9 

3. 

128.5 

1974 

2,212.8 

63;L.9 
73.5 

161.2335.1 
330.7 

1,535.4 
677.4 

35.1
0.3 

15.0 
5-.7 

627.0 

337.4 

282.4 
31.5 
23.5 

289.6 
87.1 

202.5 

234.9 

(32.9) 

1975 1976 1977 1978 

3,136.0 3,317.7 3,317.7 3,317.7 

1,060 1 1 , 5 .' 1 , 7 .-1 
84.9 95.8 97.7 9L.5

170.6 178.7 19 .7 20i.9427.2 42 450 454.0 
___.2 L27.0 L52.8 5.2 
2,.. 27= .
9 -5.0 1!1 , .7 

-" - 0 .5 086.5 

31. 3'. -812. 17.7 
15.0 15.0 .5 3.8 
53.1 5 --­ o.7 55.7
9!.9 1,O69.O 987.8 1;030.8 

9. 359.5 340.8 310.0 
290.5 313.3 
33.4 17.625.2 23.6 

592. c 
709.5 647.0 720.8 

220.7 267.7 239.9 270.2 

372.1 441.8 407.1 450.6 

327.8 353.0 23297.9 271.4 
4.3 88.8 109.2 179.2 

1979 

3,317.7 

o 6 3 
94.5 

204.2
457.4 
435.2 

1,080.1 

-23.17.6 
-

53.-7 
1,026.7 

279.4 

747.3 
280.2 

467.1 

264.0 

203.1 

1980 

3,317.7 

1 0 2 6 
97.7 

215.5 
465.7 
452.8 

1,013.4 

36.012. 
-

- 4U8. 
965.3 

248.9 

716.4 
266.2 

450.2 

236.6 

213.6 

1981 1982 

3,317.7 3,317.7 

c4 o o 6 o 
94.5 94.5 

222.0 228.6 
169.0 472.4 
435.2 035.2 

7,2732 

1,051.0 1,041.0 

36.5 37.85.0 1.4 

4 39.2 
1,009.2 1,001.8 

218.1 188.3 

791.1 813.5 
296.9 305.4 

494.2 508.1 

311.3 332.9 

182.9 165.2 



EREGLI IRON AND STEEL WORKS, INC.
 

STATEMENT OF SOURCE AND APPLICATION OF FUNDS (TL MILLIONS) 
1971 1972 1973 1974 
 1975 1976 
 1977 1978 1979 
 1980 1981 
 1982
 

AID Expansion & Sinter Loans 

SObRCES OF FUNDS 

155.9 60.2 
GOT Expansion & Sinter Loans 
 75.0 -
French Credit 
 13.4 -New Foreign Exchange Loans 
 - 342.9 1,569.5 226.8 247.7
Sale of Capital Stock 56.1
 

0.3 1.0 1.0 
 1.0 1.0 1.0 
 1.0 1.0 
 1.0 1.0
Interest Capitalization:

GOT Construction Loan 
 13.4 28.2 
 29.8 31.5 35.4 
 17.6
 

Accounts Payable incr. (Deer.) 
3.1 19.8 21.9 23.5 25.2 28.6
 

Other 

- 10.2 6.8 17.2 0.3 2.4
Customer Advances Incr. (Deer.) 4.3 (2.1) 0.3
39.2 (18.0) 23.a 3.3 (1.9) 0.5
 

Depreciation L8.3 92.3 (48.2) ­204.9 212.U 218.3 - - (66.3) ­335.1 227.2
Amortization of Start-up Exp. 442.3 450.6 454.0 457.4 465.7
- 469.0 472.4
- 0.2 .0..3 5.8Net Income Before Taxes 12.9 16.4 17.7 17.6 12.1
55.0 199.8 216.6 289.6 592.8 5.0 1.4
709.5 647.0
Short-Term Bank Credit 720.8 747.3
30.0 (30) ..... 716.4 791.1 813.5 
- 1 8TOTAL FUiDS AVAILABLE 
 590.2 ,26.9 2,38S.C 973.3 
 1,1:55.7 1.222.2 1,119.3 1,191. 1,223.6 1,198.5 1,196.9 1,287.8


APPLICTIOE OF FEDS 
Income Tax Including Bonuses 
 9.0
Capital Expenditures: 30.9 72
 

317.9 329.4 313.8 348.3

Truncated Expansion Program 
 207.1 60.2 
 -Stage i Expansion-Foreign 
 - 352.8 1,625.4 232.4 254.1 55.3
Stage I Expansion-Lccal 
 - 139.! 383.1 2W14 36.1
Routine Cerital Expenditure 48.o 25.0 ­25.0 25.0 
 25.0 25.0 
 50.0 50.0
Blast Furnace Reline 50.0 50.0 50.0 50.0_ 
 -
Start-up Expenses 5 30.03 - ­ 30.0 ­- 1.0 -

Inventories Incr. (Decr.) 0.6 27.3 35.6 17.8 7.0 0.1
305.9 ­ - 1.6 522.9 1:8.2 (115.0)Receivables Incr. (Deer.) 57.5 57.5 (115.0) 57.5 
 57.5
 
Advances to Contractors Incr.(Decr.)(65.7) 42.9 13.7 

3". 73.9 14.5
27.1 15.7 19.1 

34.4 626 
 4.8 8.4 (4.2) 0.7
Old Foreign Exchange loans 118.0 14.6 9.3 6.6 (3.7) 1.0CD
167.3 196.7 
 196.7 196.7
Old Local loans 196.7 196.7 
 196.7
12.5 1.7 1.7 196.4 135.9
1.7 1.7 
 13.3 41.2 41.2 
 41.2 41.2
New Foreign Exchange loans 41.2 41.2
3 215.9 215.9 .
GOT Construction loan 
 15.1 ­ 3 25 1 
 9 215.9 215.9 
 215.9
TOTAL FLUFS ALLOCATED 727.0 684.2 2,162.5 1,001.3 1,319.4 771.8 748.9 841.1 879.9 754.8 871.1 849.8Change in Cash
Cash Balance-Beginning (136.8) 142.7 (74.5)
18P.q 2. 1
5. .q 103 0 350.3 343.7
o 2250.6 370.2 35. .7 325.8 438.0
343.7 42
-Ending 
 18- 52. 52.11 8 12
52.1 194.8 120.3 28.6 9.2 1 1399
92.3 228,.6 67.2 1,049.6 1,743.6 2,187.3 2,513.1
1,3?9.9 1,743.6 2,187.3 
2,513.1 2,951.1
 



EREGLI IRON AIM STEEL WORKS INC. 

ASSETS 

Current Assets 
Cash 
Accounts Receivable 
Inventories 
Advances to Contr. & Suppi. 
Other 

Total Current Assets 

Fixed Assets 
Gross Fixed Assets 
Less: Accum. Depreciation 
Net Fixed Assets 

Other Assets 
Start-up Expenses 

TOTAL ASSETS 

1970 
Actual 

188.9 
76.5 

562.1 
128., 

0.9 
956.8 

3,502.7 
508.1 

2,994.6 
57.3 

-
4,008.7 

1971 

52.1 
103.6 
868.00 
62.5 
1. 

1,087.6 

3,613.7 
713.0 

2,900.7 
59.1 

-
4,047.4 

1972 

194.8 
139.3 
868.0 
105.0 

1.4 
1:280.9 
i 
4,191.3 
925.8 

3,265.5 
59.1 

1.0 
4,614.5 

BAWAZCE SHEET 
1973 1974 1975 

120.3 92.3 225.6 
138.0 177.0 250.9 
2-68.0 9 7 2,50. 
1. 1 - 21 1 

1,27. 2,20.) 

6.222.7 6,76-.= 7,C7 
,144.1 1,479.2 1,906-1 

5, C6 2 28);. 5,i72.! 
591 5.1 

!. 28.4L 8'. 
6 , oo. 6_7&3.6 7,495 2. 

1976 

679.2 
265.4 

4 
2 , 3 

.5. 
2,348.7 
,D. 2 

-
3.1 

75 .2 

(TL MILLIONS) 
1977 1978 

-
1,049.6 1,399.9 

265.4 265.4 
543.2 i.60' 01 

27 1 
1 1 

087 2) 

7, 7,2ES-9 
2,793 3,253.3 
4 ,3454o,.6 

591 5 
5 1 

7,'40.0C 7,622"0 

1979 

1,743.6 
265.4 
6,89 
223.8 

i..14 
3,89! 

7,336 
3,710.7 
3,62E.2 

5 
1.5 

7,59.9 

1980 

2,187.3 
265.4 

1,543.0 
230.4 

1.L 

4,228.4 

7:018.9 
4,176.4 
3,242.5 

9.1 
6.4 

7,536.4 

1981 

2,513.1 
265.4 

1,601.4 
226.7 

1.0 
L,6.o 

7,468.9 
4,645.L 
2,823.5 

59.1 
1.4 

7,492.0 

1982 

2,951.1 
265.4 

1,658.9 
287.7 

1.4 
5,04 

7,518.9 
5,117.8 
2,401.1 

59.1 
-

7,564.7 

LIABILITIES 
Current Liabilities 
Accounts Payable 
Customers Advances 
Income Tax Res. & Bonuses 
Long-Term Debt Due 
Short-Te-m Bank Credit 
Other 

Total Current Liabilities 

Long-Term Debt 
Old Foreign Exchange Debt 
Old Bark Debt 
New Foreign Exchange Debt 
GOT Construction Loan 
Total Long-Term Debt 

EQUITY
Capital Stock 
Legal Reserves 
Re3ained Earnings 

Total Equity 
TOTAL LIABILITIES AMD EQUITY 

42.5 
127.9 
59.0 

145.6 
-

118.7 
493.7 

2,161.9 
229.5 

-
475.3 

2,866.7 

523.3 
11.7 

113.3 
648.3 

4,008.7 

42.5 
.1 

30.9 
16.3 
30.0 

120.E3 
407.6 

2,172.5 
305.9 

-
488.7 

2, 67.1 

523.6 
14.5 

134.6 
672.7 

4,047.0 

52.7 59.5 76.7 
101 173. 221.3- 43j-

6h.6 73.6 112.8 
11.0 169.0 195.4 

- -
120.8 -2 12-1.o 
L:1 2 595.9 732. 

2 222.-

.. 1 ._-
1, c :12.2. ... 

517-C.21.7 
,...4 , 59. L 

524.6 525.5 520.6 
24.5 35-3 . 

239.5 372.0 534.3 
758.9 932.9 1,110.7 

4,614.5 6,388.3 6,783.6 

107.0 
3 .-

261.7 
2.4.1 

_ 
120.3 

0, . 

-

.4 
2,-977. 

0 5 2 . 

527.6 
79.4 

835.8 
1,402._ 
7,495.2 

109.4 
265.06 

314.7 
L5.s 

12 . 
1.260.1 

! 

-... 

.2 

528.6 
114.o 

1,15.1 
!, 3.6 
7,756.2 

113.7 111.6 111.9 115.2 
265. 265.40 265.0-624. 2 265.4 26.L 
283.9 317.9 329.4 313.8 
453.8 453.8 453.8 453.5 

120.8 123.8 120.8 
1,237.6 1,2.5 1,281.3 1,268.7 

1-213. 

262.2 !.C72. 875.8 679.4 
229 241.7 200.5 

1.76 1.,2. , - ,, cl = ,545.3 1,320_4 

69.3 629.3 629.3 629.3 
1'19.7 33 

J 3,--.2 2,63P.6 

520. 6 531.6 532.6 
147.3 183.3 220.7 256.5 

1,525.8 1, 2.7 2,273.2 2,640.0 
2.202.7 2,606.6 3,025.5 3,429.1 
7,6400 7,622.0 7,5989 7,536.4. ,,p ....o . 7,6 2.0 7,59 .9 ,536 4 

113.3 
199.119. 

348.3 
393.0 

120.8 
1,170.5
,7-. 

503.5 
159.3 

1,113.5 

629.3 

2,4 5.6 

532.6 
266.3 

3,073.0 
3,871.9 
7,492.07 492. 

113.8 
199.1191 

357.9 
393.0 

120.8 
1,184.6
,8. 

407.6 
118.1 

8897.6 
629.3 

2,02.6 

532.6 
266.3 

3,528.6 
L,327.5 
7,56477,64. 

P 



EREGLI STAGE I PROJECTIONS 

VALUE OF AID/GOT DEFERRAL "-TIONS 

(TL Thousands) 

AID-A LoanDe 

Principal Deferred (Net) 

1971 

-

1972 

4,4 

1973 

* foh 

1974 

-

1975 

-

1976 1977-1987 

-

Gross arountDeferred 

180,608 

Total 
AIDDeferrals 

r al 

- 84,004 96,604 - - -

AID-Cooley Loan
Principal Deferred 
Interest Deferred 

- 7,437 
8,650 

7,437 
8,032 

7,437 
7,437 

7,437 
6,842 

7,437 
6,265 

-

-
74,411 

- 16,087 15,469 14,874 14,279 13,702 -

AID-B Loan 
Principal Deferred 

GOT Loan 

Principal Deferred 
Interest Deferred 

GOT Development Fund 

Principal Deferred 
interest Deferred 

-

-

15,143 
13,388 

28,531 

3,006 
3,073 

23,219 

23,219 

30,286 
25,767 

56,00 

6,011 
5,913 

46,438 

46,438 

30,286 
23,953 

54,239 
5,9 

o01 
5,498 

23,219 

23,219 

30,2C-
22,212 

52,4 
2860 

6,011 
5,09 

-

30.286 
20,470 

5,756 

6,011 
4,698 

-

30,286 
18,779 

96 

6,011 
4,310 

-

-347.9 

302,860 
-

-
-

92,876 

594,002 

61,651 

Total 
GOT 

Deferrals 

GOT Interim & Sinter 
Principal Deferred 
Interest Deferred 

6,079 

-
-

11,924 

-
4,110 

11,509 

-
4,750 

11,109 

3,000 
4,750 

10,709 

6,0c0 
4,451 

10,421 

6,000 
4,095 

-

-

-

37,156 

% 

- 4,11o 4,750 7,750 10,451 10,095 - 692.7 



EREGLI IRON AND STEEL WORKS IC. 

COPIWTATION OF AIANUAL DEBT COVERAGE 

(TL MILIONS) 

Net Profit after Taxes 
Interect Expense 
Depreciation & Amortization 
Total Funds for Debt47. 

1971 

37.7 
181.8 
204.9 

1972 

136.2 
192.2 
212.8 

1973 

164.9 
268.6 
218.5 

1974 

202.5 
337.4 
335.4 

1975 

372.1 
349.1 
433.0 

1976 

441.8 
359.5 
455.2 

1977 

407.21 
340.8 
467.0 

1978 

450.6 
310.0 
471.7 

1979 

467.1 
279.4 
475.0 

1980 

450.2 
248.9 
477.8 

1981 

494.2 
218.1 
474.0 

1982 

508.1 
188.3 
473.8 

Service (1) 

Paid Interest 
Principal Repayments 

Total Debt Service 
Debt Service Average () 

424.4 

165.3 
145.6 
310.9 
1.37 

541.2 

144.2 
16.3 

160.5 
3.37 

652.2 

217.1 
11.0 

228.1 
2.86 

875.3 

282.4 
169.0 
451.0 
1.94 

1,154.2 

293.5 
198.4 
488.9 
"2.36 

1,256.5 

313.3 
244.1 
557.4 
2.25 

1,2i4.9 

340.8 
453.8 
794.6 
1.53 

1,232.3 

310.0 
453.8 
763.8 
1.61 

1,221.5 

279.4 
453.8 
733.2 
1.67 

1,176.9 

248.9 
453.8 
702.7 
1.67 

1,186.3 

218.1 
453.5 
671.6 
1.77 

1,170.2 

188.3 
393.0 
581.3 
2.01 

Total Funds for DebtService (1) 
Cash Beginning of Year 

Less: 
MinimumTL 100 MillionCash 

Less: To t al A l loca t i o nl 
of Funds 

Plus: Principal Repayments
Total Funds for Debt45 
Service (2) 
Debt S nvice Coverage (2) 

424.4 
52.1 

100.0 

727.0 
145.6 

(204.9) 

541.2 652.2 
194.8 120.3 

100.0 

684.2 2,162.5 
16.3 i.0 

(31.9) (1,479.0) 

875.3 
92.3 

.0!001C0 0 

1,001.3 
169.0 

35.3 

1,154.2 
228.6 

:0.0 

1,319.4 
198.4 

161.8 

1,256.5 
679.2 

100.0 

771.6 
244.1 

1,317.2 
2.36 

1,20.9 
1,049.6 

100.0 

748.9 
h53.8 

1,869.4 
2.35 

1,232.3 
1,399.9 

100.0 

801.1 
453.8 

2,11'4.9 
2.81 

1,221.5 
1,743.6 

100.0 
O .1 

879.9 
453.8 

2,439.0 
3.33 

1,276.9 
2,187.3 

1&0.0 
0 01 

754.8 
453.8 

.4 

2,963'2 
4.22 

1,186.3 
2,513.1 

100.0 
0 .l 

871.1 
453.5 

3 53 

3,181.8 
4.74 

1,170.2 
2,951.1 

100.0 
O O 

849.8 
393.0 

3 0 

3,564.5 
6.13 

(1) Current Year Basis (non-cumulative). 

(2) Cumulative Basis. 

4s 
'0 



EREGLI STAGE I PROJECTIONS
 

DEFERRALS - EFFECT ON CASH POSITION 1971-1976
 

(TL Thousands)
 
(On the Basis of Amortization Schedules before Deferrais-Revaluation for AID-A Considered)
 

Gross Amount 

AID-A Loan 
1971 1972 1973 1974 1975 1976 1977-1987 Deferred 

Principal Deferred (Net) - 84,C4 6,64 - - - - 180,608 
Additional Principal - (13,884) (13,84) (13,884) 
Additional Interest - (600) (4,910) (9,583) (9,583) (8,611) _ 

- 83,404 91,694 (23,467) (23,467) (22,495) 
AID-Cooley Loan 

Principal Deferred - 7,437 7,437 7,437 7,437 7,437 - 74,411 
Additional Principal - - - - - (7,561) 
Interest Deferred - 8,650 S,032 7-437 6,842 6,265 _ 

GOT Loan 
- 16,057 15,L69 14,874 14,279 6,141 

Principal Deferred 15,143 30.286 30,26 30,286 30,286 30,286 302,860 594,002 

Interest Deferred 13,388 25,767 23,953 22,212 20,47J 18,779 
Additional Interest - - - - (17,873) 

G Develoment Fund 28,531 56,053 54,239 52,L 9 8 50,756 31,193 302,860 

Principal Deferred 3,006 6,c11 6,011 6,013- 6,011 6,011 61,651 
Additional Principal - - - - (6,358) 
Interest Deferred 3,073 5,913 5,1498 5,098 4,6p,8 4,310 
Additional interest - - - - - (2,237) _ 

GOT Interim & Sinter 6,079 11,924 11,509 11,109 10,709 1,726 -

Principal Deferred - - - 3,000 6,000 6,000 - 37,156 
Additional Principal - - - - (5,165) - C 
Interest Deferred - 4,110 4,750 4,750 4,451 4,095 
Additional Interest - - - -

4,110 4,750 7,750 10,451 4,930 
AID-B Loan 

Principal Deferred - 23,219 46,438 23,219 - 92,876 
Additional Principal 
Additional Interest 

-
-

-
-

-

(1,325) 
(6,195)
{3-99) 

(12,390) 
(4,971) 

(6,195) 
(4,280) 0 

- 23,219 45,113 13,029 (17,361) (10,475 
TOTAL AID DEFERRALS 1972-76 347.9 
TOTAL GOT 1971-76 389.8 
TOTAL GROSS DEFERIULS 737.7 
TOTAL NET D=ERRALS AF-±CER ADDITIONAL ITEREST 584.3 

ADM PRIKOIPAL PAYJEIN'TIS DUE TO DEFERRALS 
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AID-DLC/P-985/2 

EREGLI STEEL MILL EXPANSION - STAGE I 

ITEMS 	 TO BE FINANCED BY EXIMBANK 

1. Semi-Continuous Hot Strip Mill
 
2. 	Revamping and Speeding-up the
 

Tandem Mill
 
3. 	 Addition of 5th Stand to Cold 

Tandem Rolling Mill 
4. Temper Mill

Cold Rolled Shear Line 
6. Escalation and Spares 
7. 	 Ocean Freight and Related 

Transportation Expenses
8. Engineering Contract
 



AID-DLC/P-985/2 

ANNEX 8 

CHECKLIST OF STATUTORY CRITERIA
 

Eregli. Stage I Expansion
 

The following abbreviations are used:
 

FAA -
Foreign Assistance Act of 1961, as amended, incorporating

anicnd neiis effected by the Foreign Assistance Act of 1-971 

APP.- F,'orei(gn Assistance and Related Agencies Appropriations Act, 1972. 

FAA Sec. 102. Ass.istanc(, whcrever practicable Code 9)11 contries are
consists of U.S. commodilies and services ,?igiblc pursuant, to
furnished cons:istnt with f'forts to improve i. C. 1411.5
 
the U.S. balance of' payments.
 

FAA Sec. 201(1b). '41M-nne" in which loan will. See St ctions It ') and 6 of 
Promote country' s economic development, CAP.emphasizing long-range plans for developing
 
economic resources and production capacities.
 

FAA Se:c. 201(b)(l). Infortmation and conclusion Other free world sources,

on ava:i.labil:ity of tinancing f'rom other ['rue- including private 
Unitedworld sources, including privat, sources States sources, will provide
within the: United States. r:imilar financing.
 

FAA Sec. 201b)(2). Inf(ormation and con- See Secios-Ji3 
 and ', ofclusion on activity's economic and tecfinical Capital Assistance Paper.

soundness, including capacity
the of' the
 
recipient country to repay the loan at a
 
reasonable rate of interest.
 

FAA Sec. 201(b)(3). Information and con- See Sections 4 and 5 of' CAP. 
clusion on existence of reasonable promise
activity w¢ill contribute to development of' 
economic resources or increase of productive 
capacities
 

FAA Sec. 201(b)(I). Information and conclusion See Sections 1, 3 and I ob on activity's relationship to other development the CAP. 
activities, and its contribution to realizable 
long-range objectives. 

EA Sec. 201(b)(5). Country's self-help Discussed in full in 1971 measures. Program Assistance Paper. 

*Previous loans by A.I.D. to or for relcan to Eregli include DLF Loan No. 
dated January 9, 1961, A.I.D. Cooley Loan No. 277-E-047, dated January 21,

amendment to 277-E-047, dated January 13, 1965, A.I.D. Loan No. 277-H-078,

dated May 15, 1968, and A.IoD. Loan No. 277-H-088 dated Nov. 27, 1968. 
The
analyses prepared prior to authorization of these loans have been considered

and, to the extent that they are of continuing relevance, are incorporated

herein by reference.
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'. A Sec. 201(b)(6). Informatio,, and con-CKsion on possible eVct.o on 
No adverse effects to the U.S.U.S. economy, economy will result frIm thiswith special referencej to areas o' substantial loan. See Suction 3 of, C.A.P. Noabor sup lus. 
information can benw developed
as L() whether any specific labor 
surplus areas wi.1 be lite.2 . l'AA a,,Sr , ' , j h = m:dW ' InformationSo.ct (b )(7). andslusion on the degree which con- Turkey hasto tihe count ry made sat;isi'ac oryprogress toward .. ihum!o' ,oalsis ma ing progress toward respect for the


'ule of law, 
 freedom of expression, and or
Lh, pins, and recognition 
of the importance

M ind.ividual 
 freedom, in itiative, and
 
prI vat,' entr se.
,'pri 

). ,AA Sec. 2!(b)(8). Inf'ormation 

J_[usion on the degree to 

and con- Turkey has a Foreign Investment
which the country Encouragements t:,aki- Law, has approved5 Steps to improve its climate for many foreign investments,privat, investment. and 
more are being reviewed. See also 
1971 Progra Assistance Paper, 
page 55, Imports Policy and Program.10. .AA Sec.?Ol(b)(9). Information and con- See Sections 3 and 4 cf the CAP.C.lusiun c.1owhether or thenot activity

h, finacli(_d will contribute to 
to 

the achieve­
ment oi se.f'-sustaining growt;h.
 

1J. PAA Sep.2O1(b). Compl iamcthat funds not be used 
w.i thirequl remenlt 'T'hlis .limi.tation will not beto make l.oans to more violated.than t.enty countries in any fiscal year. 

FAA SW&201(b).22. Information arid con- There are(lusion on reasonable prospects of' 
good prospects for the 

repayment of the loan.
 
repayment. 


r
 
13. FAA Sec.201(d). Information and con- The termselusion on legality (under laws are lawful under U.S.of the count'y laws and appropriate assurancesand the U.S.) and reasonableness of lending of 
and their legality under Turkish lawrelending terms, shall be obtained as a condition 

precedent to disbursement. The 
loan terms are reasonable. Re­
lending terms will be approved by 
A.I.D. 

l. FAA Sec.201(e). Information and conclusion An applicationon availability of an application together 
has been received. 

Expected soundness ofwith sufficient economic andinformation and assurances technicalto indicate reasonably that funds will be 
usage of funds is covered 

in Sections 3, 4 and 5 of the CAP.
used in an economically and technically sound
 
manner.
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1-,. FAA Sec.201(f). If a project, information The economic developmnL of T'koy
and conclusion w'ther it will promote the will be promoted. Account has boon 
economic development of the requesting taken of the impact of the loan on 
coui.--., takic;- into account the country' s Turkey's economicoverall develop­
human and material resource requirements ment. See Sections 3 and 1i,of 
and the relationship between the ultimate the CAP.
 
objct cives of the pi"oject and the country's
 
overall !conomic development.
 

16. FAA Sec.201(f). If a project, information 
 The Borrower is the Governmuent of 
and conclusion whether it specifically pro- Turkey. The GOT will reland to a 
vides for appropriate participation by private Turkish company. U.S. 
private enterprise, private sources will supply equip­

ment, materials and servi-es. 

17. FAA Sec.202(a). Total amount of money under The sub-borrower is a private

loan which is going directly to private Turkish corporation. Dollars
 
enterprise, is going to intermediate credit provided under the loan will be
 
institutions or other borrowers 
 for use by used to procure goods and services 
private enterprise, is being used to finance from the U.S. private sector and
 
imports from private sources, or is other- Code 9h1 countries.
 
wise beingf used to finance procurements
 
from private sources.
 

18. FAA Sec.207(a). Information that U.S. assist- Appropriate emphasis is being
 
ance places appropriate emphasis on encourag-
 placed on such development. See
 
ing strong economic, political, and social 
 FY 1971 Program Assistance Paper

institutions needed for a progressive 
 for a full statement and discussion
 
democratic society. 
 of relevant background information.
 

19. FAA Sec.208(b). Information and conclusion 
 Turkey is making appropriate pro­
on the extent to which the country is gress in this area. See FY 1971
 
creating a favorable climate for foreign 
 Program Assistance Paper.
 
and domestic private enterprise and
 
investment. 

20. FAA Sec.208 (c). Information and conclusion Turkey is increasing the role of the
 
on the extent to which the country is increasing people in the developmental process
the role of the people in the developmental through its democratic institutions 
process. and through such mechanisms as
 

village and farmer co-operatives.
 

21. FAA Sec.208(e). Information and conclusion 
 The amount of contribution of funds 
on the extent to which the country is willing to from Eregli and the Government of 
make contributions of its own on the projects 
 Turkey for this project is con­
and programs for which assistance is provided. sidered adequate.
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22. FAA Sec.208). Information and conclusion(other than abov 	 The Government of Turkey is re­on the extent to which
the 	 sponding adequately to such con­countrY is responding to the economic,
po.litical, 	 cerns, and is taking sufficientand soial concerns of its people self-help measures.
and showing cleara deteinination to take
effective se1 f-i-elp measures. 

23. AA Sf0.Thi. I<tent to which the loan willcontribuLe 	 This loan will contribute to thtit1o the objective of assuring objective by making1n:xyumri partioi.paLiori 	 more Fittractivein the task of economicdeveloppient on t.he part of the people of the 	
to private TurkiLsh citizens an

opportunity
duvi lo~pin crnntries, through 	 for investment in anthe encourage- enterprisemert of d mocratJ.c private and local govern-

which contributes the
economic development of Turkey.

to 

iriental ins iti-ion1s. 

2)1. LPLSec.6o0.(a). Infonntion and conclusions
whether 	 (a) The loan would encourage theloan il],. encourage efforts of thecountry to: 	 flow of international trade by(a) increase the flow of inter- providing for the export of goodsnational trade 
 (b) foster private initiative
and competition; (c) encourage development 	

to Turkey from the U.S.; (b) pri­
vate enterprise, initiative and coin­and use of cooperatives, credit unions, andsavings3 and loan associations; (d) discourage 
petition will be encouraged; (c) 

monopolistic practices; (e) improve technical 
the loan wou].d have no direct effect 
on the development arid
efficiency of industry agriculture, and con-	 use of co­
operatives, credit unions and saving
merce; (f) strengthen free labor unions, 
 and loan associations; (d) the loan 
would have no measurable effect 
on monopolistic practices; (e) the

loan will improve the technical 
efficiency of the Turkish steel
 
industry; (f) the loan would have
 
no effect strengthening free labor
 
union.
 

25. FAA Sec.6Oi(b). Information and conclusion 

on how the loan -will encourage U.S. private trade 

This loan will finance and encourage
 
and investment abroad, and how it will encourage 

the export of U.S. goods and ser­
vices to
private U.S. participation in foreign assist-

Turkey and encourage U.S.
 
investment by developing
ance prof7iams (including use of private trade 

and economy 
channels and th . services 

which w-hill aLract such investment toof U.S. private Tirkey.

enterprise). 

26. FAA Sec.6Ol(d). 

formaFio on compliance 

Conclusion and supporting in- Engineering and professional ser­rith the Congressional 
 vices for technical assistance to
policy that engineering and professional ser-
 the project will be obtained from
vices of U.S. firms and their affiliates are to 
 private sources in the U.S.
be used in connection with capital projects to 	
See
 

Capital Assistance Paper Pg. 12,
the maximum extent consistent with the national 
 Sec.. 3.
 
interest.
 

http:Turkey.to
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27. FAA Sec.602. Information and conclusions Normal Small Business Publication 
whether loan will perpK,i American small. will be required.
 
business- to participate equitably in the
 
furnishingy of 'ood and services financed
 
by ilt..
 

28. FAA 3eo.('i),)I(a). Compliance rith Code 9h1 countries are eligible

rcst irtjion o ioloity procurement Lo U.S. pursuant to M.O. 1h11.5
 
except as, othet..ise determined by the
 
Pres ideltt anrd subject to statutory reporting
 

29. FAA. Sec.6oh)b . Compliance with No commodities will be procured

restr,:tior,that, no funds be used to procure in bulk.
 
Lull: conmmodi ties at prices higher than the
 
m'I~l price prevailing in the U.S. at time of
 
pllrcihas_( 

3. FIAA Sec.6(4lt(d). Compli:nce, with require- This will be complied with.
 
m]en~t LIat, marine insuiranice on commodi ties be
 
purchased on competilt,ive basis or, if'the
 
particirmatiifn country 
di scri mi narues agai nst
 
any mint L- inriirance company authorized to
 
do Lness Jus:il any State of the United
 
States, that jAI:u31ance be placed Lu the U.S. 

"31. FAA S(ec.6 08(a). Information as to the Excess property utilization is 
uti.]ization of' excess personal. property in considered inconsistent with th3

lieu of' o 'i',muen, of new iLems, 
 nature and structure of this loan. 

32. FAA sec.611(a)(1i). nforimation and con- All necessary planning has been 
clusion on availability of engineering, financial, accomplished. The cost to the
 
and other plns necessa-'y to carry out the assist- United States is limiited to the
 
ance and of a reasonably 'ini,estimate of the maximum funds available under tie 
cost o! the assistance to the United Sates,. loan. 

33. FAA Sec.611(a)(2). Necessary Legislative All Government of Turkey legis­
action required within rec.Lpient, country and lative action required will be
 
basis for reasonable antLcipation such action accomplished.
 
will be completed in tulle to perlit orderly
 
accomplishment of purposes of loan.
 

34. FAA Sec.611(c). Compliance with requirement This Section will be complied with.
 
that contracts for construction be let on
 
competitive basis to maxinmul extent practicable.
 



5FAA Sec .611(e) . Compliance with the S9idh a certification has lee6n
 
~requirement: that, forja1l projects esiae o x6he
 

i ,r'o, Ii h -country in which~hthb11 
oae t6,a'-c'li
~proect s~locat dccrtify6i as' toth ca bity >.) 

of 1'th& b.6o t.r' (both financial and human A 
Ti'o6ii es) maintain and.ffectively 
utilize' theuproect taking into account amiong.

other things the maintenance and utilization
 
of projects in the country previously financed' 

orassisted by the U.S. (Such certifications 

.
 

are to be approved by the Administrator orc ., 
appropriate assistant administrator per Dele-.~:' i4 
gation of Authority #7 eoeasitnei 
authorized.) Y#~bfr sitnei
 

36. FAA Sec.612(b) and 636(h). Appropriate Eregli will furnish all neceIssary
maximum extent p ossible, the country is con­
tributing local currencies to meet the cost of 
contractual and other services and foreign
 
currencies owned by the U.S. are utilited to

stepsegispmeet the cost of contractual and other services.
 

37. FAASec.620(a). Compliance with prohibitions Turkey is not in violation of 
against assistance to Cuba and any country (a) these sections.
 
which furnishes assistance to Cuba or failed to : i e
step tha hav betaen t assue thte 1,torkth loa cuorrenc.~~ ~~ ~...- : 

take appropriate steps by February 1 , s1964, 

toprvn ships or aircraft under its regis­
try from carrying equipment, materials, or
 
supplies from or to Cuba; or (b)which sels,
 
furnishes, or permits any ships under its
 
registry from .carrying items of primar.y
 
strategic significance, or items of economic
 
assistance.
 

38. FAA Sec.620(b).uIf assistance to the Turkey is not contoleddbt he
 
V Goirerninent'of a counitry, existence of deter- Ineraioa Cimmunis movement #; 

miainit isntcontrolled by theinterntiona 
1 Coimurt ni.ovement, Q;>.. 

Y::39. ".kASer,.620(c). If assistanceb~o 'the Turkey is, not, in'iolatin of 
govern~revn '1- f a country, existence of, inidebted- this section. , 
Sns to' a US. citizen fo goors or service fur' 

nisheid or- 6rdered where such ciizen has%*e~hausted 

ene o''on 'te by such 'gv'n~h~ h
 
~indebtednes4s arises, undertanun guiaranty
uobnditional v
 
of paymn grin bysuch gvernmenti'
 



h -FA-A S.62b(d) jI~f 'ssistance~ for aniy" Such exorts are no co0 dm 
prdcieenterprise whcil.opeewt 

U.S. rci i t.6 urtry, tA' p~e~p xott 

annual productioni duingi ithelife of'tlhe~loan.4 

4.,FAA Sec6.'620(e)(1). If assistance to -the Turkey is not ihelig'ibl'e uinder 
government. ofaacountry ,extent to which it, this Section .> 

(including government~ agencies or s'ubdivisions)

has, after Januaryj 1, 1962, taken steps 'to < 

repudiate or nullify contracts or taken any 
a tioh which has the effect oif nationalizing, expro­
pr'iating, or otherwise seizing ownership or control of
 
proper'ty of U.S. citizens or entities beneficially

owned by them without taking appropriate steps to
 
discharge its obligabions.
 

4~2. FAA Soc.620(f). Compliance with Turkisce omnitcuty 
prohibitions against assistance to anyyi noaComisco 
Communist country. 

4h3. FAA Sec.620(g). Compliance with pro1hi- Loan funds will not be used for
 
bition against use of assistance to compensate such purposes.
 
owners for expropriated or nationalized
 
property.
 

j -lations and procedures adopted to ensure against Sc o'piiiei sue 
usfassistance in a manner which, con­
trar estinterests of the U.S., promotes
tothe 


orassists the foreign aid projects or activities 
 .t. 

of 	 the Communist-bloc countries. 

45. FAA Sec.620(i). Existence of determination No such action is contemplated,

that the country is engaging in or preparing by Turkey.

for aggressive military efforts.
 

A 	 46. FAA Sec.620(i). Information on represent- No such information has ,been. 
ation of the country at any internaion~J. confer- received. 
ence when that representation includes the 	 "#'e 

planning of activities involving insurrection­
.of 	 ~subversion against the U.S. or countries.--


receiving U.S. assiistance. .
. 

17*7 FAA Sec.620(j). 'Existence of a determi-' 	 gedr'ri', security
nation that-the ,country, has permitted orfailedt focs in Turkey hav 'th6!apa­

prvn-etuto',6 U.S. property by mob. actioni biliCty anid-havedmntae hi 
or has failed to tdk~ step&s to~prevent a recurrence read~ihess t b prevenht -such "ob 
adto'pay opnsation. K'acti'on., : 



V 

i~. I'' R !I ! 4 

~ 8 

AA e*6Ok. If cosruto o 
producive~eterpr 4'ent hs rhbiin 

e' 

:49.~4
AA'ec620i) 
 Consideratio
 

~8. AA~ec.2o~)vj e Th pro iti n will 

rikso
~p'~cinnertribi~lian iepoption
orfxonfiscatO iino. 4eti~.aio f tttr Q ; f, ~ A 
504. F~AA Sec.620(n). Copneto wihic 

44r14 been ienstodeing assistance 
a Turkey hs n inestgibe udr'ito cuthegoernetofcutywhich this sectin.fre.~tafcopemtafteicember with7!
 

51966 A failedo istitut ths inestd-

imenstgaany pogra 

r N uc cinhs entknbor thenspecinsic Tuky

risksn ofivrtii itytendaexpropration

informto
nsaton.tecnieainwihhs
 

53. FAA sec.620() Comince withful 
 Turkey is not ineligible under' th'S
inpohibitonde anst aoegssistance
oAteth 
 section.
 

54hich 
 or opertrffc62 . iraiongo w th er Tre sntdvtn nunc
 
th cunr devoQot.ig cuntrycs s eized
FAA 


orypretg 
 f tlug ,o
 
an 


feuchmnt 
 Nohsmutsetfrteprhs
aCon sein tae bye
sonyph ihisngte
vepossse ms.actun its'
onve of~ao'n 

fishingtiin ine nai na atr, activitiess~ate 


assistAAnc.62( opinewt 
 Not applicable.­prhi2.FAAio aid60)
ifesutriction.evered
 

diplomtic U.S unle rlatio s agr s, wih e--,.ientp ame uene nFortd eig
Asstncp tsctonn'>
of lonto t
e ou t y.4
 

http:assistAAnc.62
http:devoQot.ig


,, Sec. Satu of the conLtryl 6 20(u). 
willh respect to its dues, arsmssm.lut s, anod other 
M'.irat ttu ,o the IiLed NulAons. 

t'. l,'AA ie§0Ii). Couup.atcu wi Lh prouibititm 

OI I'i InIt ]Cj.I, IWI I -tJ .'. -Int ii faC ta er 
Imoto I. vutic les 
(exceopt, where spec-ia. cirtcl'umstani C eiL : . aJ i
 
wAiver i autlorized).
 

,53. App ec. 102. Compflia.e with requirement 
tha. paymhents Lfl '<tess ,t - (Mn)... "or a tlytect­
urald It engileering serLvi .e:: (it any e projecto 

he report ed to Congress.
 

App cec .104. (ompliamhe w.tllar . ig inst 
14.ds 'nopay pensions., etAc. , A'w mil:..ary person-

App ,0Eec. 106. Compliance wiLh requirement 

'or app roval of contractors and I,u.I rac, Lterms
 

for capital projects.
 

(, . pp Sec. LOB. Comp.iance w, ,thara,;a;Vit 

sf e 
 itt' iS to ;ay aIs:essmntss, 'W., or tJ.!N, 

) FA c. 209. Des irability (W 'IbissiMI irg 

assistaice through mul.ilaLeral or regionatl 

progr m-. 


Sec. 1 If.:,A 1. counLry has railed to 

take adequate steps to prevet narcotic 
drugs 
from rntering the U , S . unlawl..lly. 

i. PAA Sec. (05(e). Compliance with restric-
tion against procuring with fundsA.I.D. agricul-
turat commodities outside I., whetthe the 
domestic price of such coimmodity is less than 
parity.
 

6'. FAA Sec. 611(b); App Sec. 101. Compliance 
with requirement that plans for any water or 
related land resource consltruction projcLs or 
program shall include computat;ion of enuelits 
and costs. 

Turkey is not delinquent in its 
U N. obligations. 

Ilbis reqirement I will be met. 

Any such payment will be reported. 

lhinds will not be used for such
 
purposes.
 

Such compliance will be made. 

bo;],onl fonds w' I noi, be used ['or 
such purposes. 

Phtis project; Is t'utded multi­
laterally. It does tot, lend by 
itself' to a regional program. 

Turkey is cooperating Pot.ly in 
eliminating illicit trade in 
narcotic drugs. 

No agricultural commodities will. 
be procured with funds provided 
under this loan. 

Iis is not a water or related 
land resource conslruction 
project or program. 



FAA Sec. 619-',Cm ihrsrcii. u6 yi not a ewly ' ben­
onasisace to newly independenItcouties. Countery.
 

67, ~620(v), Con laneewith r~estric-iori, Noapi c
 
oiassistance to Greece.4~r 


.~Q
.
 

onl assistance to-Cakista. ~ '.~~y 

o- obliatio orepniueo4ud 	 hl - wt. 

fundsiabl 	 r
________ aprpitdfrdoetcu 

69. 	 Ap Sec. 10.Compliance ihrqieet Ti eqieetwl ecmle 
performed _ coutr wit rehriciod Nainas 

72. App to0 wit reuiemn NoaplcaasSance Cmodianc 

70. Ap Sec. 658. Compliance with restriction Nti alctas eneple~;; 
on obligtain toIdi odtre oakisnds iecr ih 

444444444d4 

tam und. fo domsti7, use araprppiate 
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DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON, D. C, 20523
 

OFFICE OF 

THE ADMINISTRATOR 

A.I.D. Loan No. 
277-H.-093
 
Cap. Asst. Paper No. AID-DLC/P-985

Project No. 277-24-230-596
 

CAPITAL AOSSISTANCE LOAN AUTHORIZATION
 
Provided from: Developi1ent Loan Funds 
(Turkey - Government of Turkey, for
 

Eregli Iron and Steel Works Incorporated 
]1!pansion - Stage I) 

Pursuant to the authority vested in the Administrator of' the
Agency for International Development by the Foreign Assistance

Act of 1961, ns amended, and delegations of authority issuedtherewider, I hereby wiiend the Capital Assistance Loan authorization
for A.I.D. Loan No. 277-11-093, signed July 14, 1971, to read as 
follows:
 

"Pursuant to the authority vostecd in the Administrator of tme
Agency for InternationaI Development (hereinafter called 'A.I.D.')by the Foreign Assistance Aci. of 1961, as amended, and I)'edelegations of aulhority i s,;tid thcrcunder, I hereby aulJ,oi''zthe establishment of a ]nan pursuant to Part I, Chapter , '['ilethe Development I FLoan Fmnd, to thfe Government of Turkey (OT) not 
to exceed Forty Mili.on Pol!:1r2 ($hO,O00O00), such fund:made available to beby a relor t o 1'regli Denir ve Celik FabrikalariTurk Anonim Sirket. (' th: Company' ), a Turki sh Corporation, toassist in financiLa the l'oreign exchange costs of commocLtij.:s andservices for the Stange 1 .pnon of its steel mill at Ere li.This loan is to be mbj.r !t to the following terms and conditions: 

"1. Interest rd 'o fte)aLen 

Thc interest 0o1 ,.his loan shall be two percent. (2%) perannum on the d Ls,:1'mr:ed 1,el.'ruen of 1,he loan during the grace periodreferred to bcloo, ihsA li,,t.ipercent (3%) on the disbursed balanceof the loan thera,,ater. The loan shall be repaid within forty (4O)years of the date of th .i'irst disbursement under the loan, including
a grace period of not to !xceerd ten (10) years. 

"2. Currency of Rep.ement 

Provision shall be mad 
for repayment of the loan and
payment of the interest in United States dollars.
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"3. Other Termr; nind condi,ion,; 

(a) CommodtiLV(:; and services financed under the lon
shall have their rn, ancl'ioi or-if t i.n in countries included *Ln A.I.D. 
Geographic Code 9h1. 

(b) Conclut;:i.on o.f nrc(ments with tho GOT and wi tLh tho 
Company, satisfactory tIo A.T.D., relating to: 

(i) a guaranty by the GOT of Loan No. 27'-A-02( 
(DLV No. 169) both "A" and "B" part,;­

(ii) 	 modi rication.-; of amortization schedules for 
certain loans made to the Company by A.I.D. 
and the GOT; 

(iii) 	 pricu.i to be charged by the Company for its 
products; and 

(iv) 	 modil ..cati.ons of the Company's depreciation 
schedules. 

(c) As a condition pi,'ccdent to disbursement, A.I.D. shall
require evidence satic;iac tAoi t-o A.I.D. that all financ:iad. arrange­
ments for costs not fin,anced by this loan have been concluded. 

(d) This loan :;hall. he r;ubject to such other terms and
 
conditions as A.I.D. may deem advisable.
 

"h. Waiver is hereby made of the requirement of Section I, D,
2d of M.O. 1052.1 for joint programming of local currency proceeds

which will accrue to the GOT under this loan."
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