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Document 0304c
 

SUMMARY
 

1. Borrower/Grantee: Republic of Turkey
 

2. Grant Amount: U.S. $250 million
 

3. Loan Amount: U.S. $100 million
 

4. Loan Terms: Repayment in 20 years, including five
 
years' grace period on the repayment of principal;
 
interest at 5 percent per year, accruing from date of
 
first disbursement.
 

5. Disbursement Mode: Cash Transfer
 

6. Purpose: To support Turkey's January 1980 program of
 
structural adjustment designed to restore a viable economy.
 

7. Fund Source and Availability: Congress has
 
appropriated fundIng for the Economic Support Fund under a
 
continuing resolution through December 17, 1982, pursuant
 
to the Foreign Assistance Act of 1961, as amended.
 
Accordingly, $200 million in ESF for Turkey has been
 
apportioned by OMB and allotted by Treasury. It is
 
anticipated that Congress will appropriate the balance of
 
the grant/loan amounts for Turkey subsequently. If
 
Congress does not provide a F.Y. '83 appropriation, we
 
expect a minimum of $300 million for the Turkey program
 
under a continuing resolution.
 

8. Recommendations: That A/AID: (1)approve the full
 
$350 million grant/loan program; (2)authorize the first
 
tranche as a grant for $200 million; and (3)delegate
 
authority to the Assistant Administrdtor for the Near East
 
to authorize subsequent loan and grant tranches in
 
FY-1983, the total amount of grant funas not to exceed
 
$250 million and the total loan amount not to exceed $100
 
million, as funds are appropriated.
 



BACKGROUND
 

A. Political Considerations
 

1.01 Turkey is a,key NATO ally, located in an area of strategic
 
importance to the United States and the West. The United States
 
has vital iLtterests at stake in Turkey's efforts to restore
 
economic viability, a crucial underpinning of a stable democracy.
 
Without external aid, Turkey would be forced to take more severe
 
austerity measures thus threatening domestic and social stability
 
and Turkey's long-standing Western orientaton.
 

B. Economic Situation
 

1.02 Turkey's population is about 48.1 million and is growing at
 
an annual rate of about 2.2 percent. Per capita GNP was $1,510 in
 
1981.
 

1.03 Tutkey's GDP increased at an average annual rate of 6.7
 
percent from 1963 to 1977, due to the Turkish Government's
 
commitment to rapid growth and modernization. The public sector
 
played a key role in this economic development for its share of
 
total fixed investment was about 50 percent. Nevertheless, the
 
economy exhibi:ed a number of structural weaknesses which set the
 
stage for the current crisis: (1) A very low level of exports
 
relative to GDP highlighted the vulnerability of Turkey's balance
 
of payments. (2) The ratio of domestic savings to GDP was very
 
low, and, as domestic investment levels continued high, there was
 
a relatively high level of external borrowing and domestic
 
Inflationary pressure. (3) A relatively high proportion of the
 
labor force remained in agriculture, reflecting underemployment
 
and the need for accelerated job creation in non-agricultural
 
activities. Unemployment became more serious after the near halt
 
of workers' migration to Europe after 1974. (4) Industry was
 
dominated by inefficient State Economic Enterprises (SEE's). (5)
 
There was excessive reliance on central economic planning, rather
 
than market forces.
 

1.04 These institutional and structural characteristics made the
 
Turkish economy excessively vulnerable to the sharp increase in
 
petroleum and other import prices that occurred in 1974. Despite
 
the worsening international situation, politically weak Turkish
 
governments continued to pursue a high growth policy, principally
 
through increasing reliance on short-term external borrowing.
 
This directly led to the economic crisis that began in mid-1977
 
but which is now beginning to abate.
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bilatera .anid govsriimet guaranteed ,credits: took,place niJul.y 

'In 1979 Tureya couocludsd ag'reeet wh its bank cr4editor 
for consolidation' "n reasch'aduli~ of'At.s commer~c.aldebt. Grace. 
and repayment'period.' on omerciaI de'bt 4werea libera3.ized in1981. 

1.07: 	Turkey, also-received'major new loans and .granta. InMay 
17,the OEID a onsored a pledIglng o'f *1 bill~ion inspeciaZ:1

Assistance,~ The'Saudi:Fund ,rovided A250.millionl in";roect:,_ 
crisiTm. *Z.ID. ihare-of that ,yearlsa.QXCD .'li-dj.-aiounted -to 

$1.98 m3lion; it wa's disbursed va,cash transfers An late 3.979'and 
early 1080. 

1.08 By January 1980, however, It was 'clear that thie stabilization, 
measures that had been'taken to date wars not 'sufficient to 
reverse the adverse economic tide On January 25, 19'80,.the 

~,government aninouncedsa bold pro~ram to effect structural 
Sadjustments in the economy over the mediu term. The program's

goal was to bring about- major reorientation of~the economy@.
Specific objectives and- policies included (1) greater public and ~~ 
private sector reliance on market forces; (2)reduction of the 
rate of inflation; (3)improved management of external debt; (4)
greater public aind private sector efficiency and international K7 
compeitiveness; (5) rati-onal exchange rate policies and other ~ 
measures to encourage exports;j (6) augmentation of domestic resource4 mobilization through i ncreased tex efforts, realistic SE :~;:
pricing, and baniking syte and financial' marke~t induce~ments to 
incteaa'ed private saving; (7)an investment policy to moeful 
utlz xsin~rdcio capacityt complete ongoing projects,
s~et rea.istic investment priorities, and conserve scarce 

SresoUres,8 
 and (8)simulation of foeg netet in oil, 
Industry and agriculture. After tche military takeover on ~~4
Septe Imber 12,z 1980, tha new government reaffirmed Itscmimn 
to 	thi's program.e 

1.09 Zn Jvae 1980, the Znternational Montary Fund approved a72 Kthree-year Standby Arrangement Invo3.ving'4l.63 '1in Th 4­

conditions:.f, the Standby ares _'(1) maintenance of a.,flexible
2exchange rate policy; 1(2)iuprovemsnt In the public's'ctor 
k-financial-positiont, primarily through-improved 811 operations; (3): 

tightening'of monetary policythrough linits on Central Bank4
leading(4) adjustment of inerest rates to reflect market 
conditions. 

_L. 	 Ai L i 
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mill.ion supplement' ipNoveber 1980, The- VUS. shar of 'the-OCD­
pledge amounted to $21.0 'millon-"$2O0 millionU from 4.ID, n~ a 
;95 millionsExm uzank guarantee. The A,.tD# share se disbursed 

vi ahtransfer'in late 1980. V0-r 

1.1 A thzird OECD pledgialu 3esion was held inMay 1981, Eighteen

counriesincludiag the U.S.,, pledged the equivalent of~nearly

oebilliondollars, Th U.S. pledged $0miloInEPfunds,,

tw-hid of this inthe-form of greats and one-third in the form 
-of a loan on the following terms; 20-year 'repayment period.

including five ycars! grace on repayment of rn &,,tfv 
percent.anrnual interest. -The U#S. also pledgedia 50 million 
Export - Import Bank guarantee,, The World Bank provided a *,30;' 
million-st ructural adaUsc lt----- - t -oawiu 1981.i- -.. . 

1.12 Have the new economic policies and massive Infusion of 
capital: had any,positive effect on the Turkish, ecoaQmy?l Key
indicators, It*e statistics on the rteoo inflation, production,
exports, and workers'! remittances are 'encouraging* GD increased 
by 4%in l981 after dmclinig in 2960. The rate of Inflation has 

S been reduced from a triple digit figure In 1960 to about,25 
percent1 per annum inSeptember of 'this yrearl 1982 exports are 
'estimated'to be double what they were in1980 and workers' o.A 
remittances are up' by 20~percent$ The balance of payments deficit 
on current account, which vans$3.2 billion in1980, ws reduced to 
*2.1 billion inl961 and to an esimated $ 750A million In1982s A 
tax reform package designed to increase revenues and decrease 

coupled with atrict1,erpediturs control, helped reduce the 
consolidated budget dsficit. Itis anticipated that S prtn
deficits will persist but at lover levels.v 

4 
tt~ 

* -~ 1.13 A flexible exchange rate policy, real effective depreciation
of the ' ira, and Sono~rous export incentives (including a tax 'z 

­

deductioni o'fpup to 20, .parcent in exporters' strearnts) wiere adopted 
­

0 

in 1980-81.A At the am time, restrictive monetary oand fiscal q 

\1~h~'~1V0~-V0 measures constiained .doestic de-sandj>addius impetus to the ',j1 -A 
efforts to increase szports#. Turkish eutrepreneurs responded 

0 

0 quickly. Turkaylsexports In1962 are projected~at an all time ~-r" 
0 record .f *60. billion (compared-,Ith.$*9: billion' in 1960 and '~ 

$*7 billion 'in,1981). IAt the sme time, Isporta hi.ae grown .tIoa 
projected level of $9.1 billion (compared with J8.9 -billion In 
1980 and $7.9 billion 1960)v sa result of the export led revival 
of the economy. (see Annex Dfor details.') Fairly sovere import,
rationing continues. CapitaInflos are expected to be slightly
higher than last year. Debt' resceduling has eased the external 
debt situation In the sodium term, Nevrtheles,othe debt service 
estimated that over 20 percent of'recolpts from exports of goods ' 

and services will be required to make scheduled principal and o o ,4 

~~Interest payments. ~0 ~ 



1.14 The January 1980 reform program is working. The fundamental
 
structural changes necessary to restore steady sustainable
 
economic growth are taking place. The Government's commitment to
 
the program has been unwavering. The achievements, however, are
 
fragile and, in part, are dependent upon factors over which Turkey
 
has no control, e.g. maintenance of stable oil prices, (2/3 of
 
Turk-y's record 1982 export earnings will be required just to pay
 
the oil import bill), economic recovery in the West and political
 
stability in the MidGle East.
 

1.15 Last year it was predicted that: "Substantial levels of
 
assistance and stable oil prices will be necessary for a few more
 
years, but Turkey's economy appears to have turned the corner."
 
This prediction seems to be bourne out by the events of the past
 
year. Turkey is adhering closely to the IMF conditions and is in
 
good standing with the IMF. We expect this to continue. In
 
recognition of the successes Of the program and che need for
 
staying the course, in July 1982, the United States Government
 
pledged $350 million for the 1982 OECD consortium effort for
 
Turkey. To date pledges have been made by Italy, Belgium and the
 
U.K., although the U.K. has not yet specified a pledge amount. It
 
is of great importance to the U.S. that contributions be made by
 
others and that they be substantial. In this regard it is
 
important that the U.S. contribution be made promptly.
 



PROPOSED CASH TRANSFER
 

2.01 In July 1982, the U.S. pledged $350 million in ESF funds.
 
In the FY 1983 Congressional Presentation, A.I.D. informed
 
Congress that it would make a $350 million cash transfer to Turkey
 
composed of a grant and loan.
 

A. The Grant
 

2.02 A.I.D. proposed to grant $250 million.
 

B. The Loan
 

2.03 A.I.D. proposed to loan $100 million on the same terms as
 
those agreed to by the U.S. Government the previous year to wit:
 
20-year repayment period including five years' grace on repayment
 
of principal, at five percent annual interest.
 



Ill
 

IMPLEMENTATION
 

3.01 As of this writing, Congress has not yet enacted an FY-1983
 
appropriations act for A.I.D. activities. Until such enactment,
 
A.I.D.'s appropriations are provided pursuant to a Continuing
 
Resolution (P.L. 97-276 dated October 2, 1982) which iseffective
 
until December 17, 1982. Under this Continuing Resolution, $200
 
million has been apportioned as a first tranche of the proposed
 
$350 million FY 1983 ESF cash transfer to Turkey. It is proposed
 
that the first tranche be entirely a grant. Upon authorization of
 
the first tranche the grant agreement (at Annex B) will be signed
 
inAnkara.
 

3.02 When a FY-1983 appropriations act isenacted, or when a
 
subsequent continuing resolution ispassed, and when the funds
 
have been apportioned and allotted, additional grant and loan
 
tranches of the total $350 million Turkey ESF program will be
 
obligated. After signature of the grant and loan agreements
 
(Annexes B and C), the grant and loan proceeds will be disbursed
 
by U.S. Treasury electronic disbursement to the U.S. bank account
 
specified by the GOT, Ministry of Finance.
 

3.03 The five-year grace period for the proposed loan portion of
 
the program should defer repayment long enough for Turkey to
 
achieve a measure of economic stability and viability and thus to
 
create a situation that will insure reasonable repayment
 
prospects. The risk attached to this loan stems primarily from
 
external contingencies. The Turkish government's commitment to
 
the reform program appears solid.
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b. ISDCA of 1981, Sec. 
725b). If ESF is to be 
furnished to Argentina,
has the President 
certified that (1) the
 
Govt. of Argentina has
 
made significant progress
 
in human rights; and (2)
 
that the provision of
 
such assistance is in the
 
national interests of the
 
U.S.?
 

C. ISDCA of 1981, Sec.
 
726(b). IF ESF 

assistance is to be
 
furnished to Chile, has
 
the President certified
 
that (1) the Govt. of 
Chile has made
 
significant progress in
 
human rights; (2) it is
 
in the national interest
 
of the U.S.; and (3) the
 
Govt. of Chile is no,.
 
aiding international
 
terrorism and has taken
 
steps to bring to justice
 
those indicted in
 
coniection with the
 
murder of Orlando
 
Letelier?
 

Not applicable.
 

Not applicable.
 



~OROCE=ASSZT?1 C -C)I= 

R?!AL c.ZTX ? WfpoErSSSAC 

(a) Dec a how Cou~dttes Ampr1'ps (a 	 aieKberciar4osnza Seinat* :aM: Housae have beon 	 'ocd'da t 6e 

Or wMi ba notifed C'once rnincj son­mu
Project ass 3t&~ 

bist aua31S 	 Yes,
 
Bud~d) o13n.y or Internatina

orqaito aZlloazilon rapor-ed t~o,'the
C=9.ue (or not =ors tha.1 $1 miion 

2. TX.A Stc. 611(a) 2). Id tNo. altv aetlpnw1.~v aNo~.,z~L~M~ 	 further leisavecto 

4xeazation, that SUC~h action Vil bety,

Sc.-p;letsd in'time to ?ez~it orderly?


acc~smta of) 'I ,se of the 

assrh:Lst 19 a sancacm~q4 

jresical or multilateral argaL.aton? The prograi s part of th 
I. 	 ='why Is Ussistaflce not so given'? ,mutilateral emergency assistance.

Zz.a4tion and uconon whte agsisNL.-~rn~ 

dC,0=354s daeo;=1rtZeinals 
xanas financ externalapoxt	 itse 

4. 	 rAA sec. (&1C)I (and Sec. 201(f) for
dveliow t loans). nomaution The program is pat 'faprogram toW and 

conUOLons vhster assitjuie i422, ez~su port Turkey s anur1980 
4 @urage9S ftCs of th3scountx7 t~ipoice to restore a viable 
k (a) increase th Iflo of internatioalj econlomy1. 47.4(bfoit.i ;rivets initiativ
 

and omp4ion (a) &nICUXR 44oVop-

Mon a %i~ ofi~g
coeatives, creditatu, < 

(Id):-discourage nwwopoi'tJc practices; 
r ~ ~ a tachjte f'7,. -

4 ~ 4 I,~ut.pr~ g~*3t*g a~ Ciancy of.74J~ 444 74 4 7 f~ 7).4"~ ~"7' '4 

U4.7' A~ i I U g &M.7~77'77 rea SM7. .7.77 447 44 
M4 stl.tl frsLibr unons 



Pr. v4atsp ~e, 

sxies Ga.S oa.aev 

CQAt31.but '1ai @3idSJs%to M'e4t=r~ 
MOontxactul 


s; -i3'Vcsz, ani44 r~ c=isn-cie one
 

Of c 'aM-otheE' 

,,A'y th United Stte ax Uiad 'to 

7*'. FAA D d haUi 
 a4 S eNo aplcb .
 

itsAr~elease? 

A'AA'A "" AsA'. n­

fsivnemay-bo.ma. prvde 'A'Ahi 

A'UsCa yea"" 
 Yes.A~"'AA<' 

Criteria !or'A' v'<"''""""' A" 
"A"' """'A"''A5A' AAA<~" A<'A': A~a;~±ng Asu s~an e ~"~'ANot'''Applicable. ''A 

fo r' 'A"t'A'iec A ''A''"AA ' '' ' 

""i ___________________________ A"A"AAA~ANot; "A'' A pplic'<A'~ ale'AAA"'A<4 ~ ~ Lon A'''n''>AAv 

4 .A'AA''AAi'AA','4'A Cr 
 te i fo UAAA'c fo Not'"A'" Apli' a bl""'A"IA''Ae 

A. ThASea. 52,"Whom"""L 

http:fsivnemay-bo.ma


ASSISTANCE AGREEMENT
 

BETWEEN
 

THE UNITED STATES OF AMERICA
 

AND
 

TH GOVERNMENT OF THE REPUBLIC OF TURKEY
 

Agreement, dated the day of between the
 

Government of the Republic of Turkey ("Turkey"), and the United
 

States of America acting through the Agency for International De­

velopment ("A.I.D."), to3ether referred to as tau "parties".
 

WHEREAS, THE GOVERNMENT OF THE REPUBLIC OF TURKEY HAS UNDERTAKEN A 
VIGOROUS
 

PROGRAM OF ECONOMIC REFORMS-O STABILIZE ITS ECONOMY, AND
 

WHEREAS THE GOVERNMENT OF THE UNITED STATES, ACTING THROUGH THE AGENCY FOR
 

IS DESIROUS OF SUPPORTING THESE EFFORTS,
INTERNATIONAL DEVELOPMENT, 


NOW, THEREFORE, the parties hereto agree as follows:
 

ARTICLE I
 

THE GRANT 

A.1,D., pursuant to the Foreign Assistance Act of 1961, as 

amended, agrees to grant to Turkey under the terms of this Agree­

ment not to exceed United Stace5 Dollars 

($ ) (the "grant") for balance-of-p y=ent f1.ncing to 

support nd promote the financi4l st4blity nd economic recovery 

of Turkey. 



j~<,j~SECTION 2.1 DISBURSEMENT, 

Prir t dsbusement of the &rant or to i5ssuce. by A.1.D, 

of doc~-umentation pursuant, to whivlch disburseent will be .madea,, 

Tureyill exept as the patis may otherwise agree inu 
~ .~tn frand-subs' ance--satisfactor. to-i 

-A statement of the name of the parson holdinig or acting in 

theoffce pecfie inSection 5.2, and of any additional. repr-u 

sentatives, together with a specimen signature ofS each person 

SEMTON 2.2 NOTICATION 

A.*D. has determined that the~ conditions precedent ' 
4-When 

speif edin Section 21 have been net, it Vill promptly, notify 

,33' -3 Tu~rkey. ~ '-

SECTION 1.3 TfMflIAL DATE 01 CONDITIONS PRECEDENT 

Ifall the c'ondition's spcifiLed Iin Section 2.1 have not been -

set within ninety (90) days from the date of this Agreement, or 

suclieidate as A*,.D. may agree La writing, A*I*D. at its op-~ 

tion, maytmia this Agreement by written notice to Tuarkey, 

4 



ECT 0N 3.1 DEPOSJIO 01SBU RSEM ENTS'S DI 


~.~AFTER SATISFACTIO OFTECNDITIONS PRECEDENT, AT TH WITTEN
 

WIL DEPOSIT 'ON OR AFTER THE 30TH'DAY OF
REQUEST OF TURKEY 4 A.Dv 

DECEMBER 1982,INA ANK OR BANKS DESIGNATEOIN WRITING. BY, TURE, 

THE 2000'0)UM O JWOHUNDRED M7ILLION DLAS 


qEStf4OTf(1'''0 AT 0'r~R ( 200,000,000) 

ARIC IV.U 

of proceen cmdati-D~quibtunssuu andinieldigted of~tb *-i 

ties.ora*vces feor iltotary purpoes. esgae pruu ~*­



--RICLZE
 

MISCELLJJ QUS, 

SECTION 5.1- COMM(UNICATIONS 

y ikde~ss 6o proivie to At'.D uh1fa 

lati,*ig to the *coomic and 'financial situatSionguan eae rb 

lama of Turky as res onably may be :requested~ in writing by~ 
A*I.D* Any noie request, documents orth1er comunication 

sumte by either party' to the other une thsAreement will 

be in writing or by tulegram or cable, and wll3 be deemed dU17 

gi$ven or sent when delive'red to such party at the following- ad-

Sdress; 

ToAnkaraeTurkey
 

Wahntn D.C. 20523
 

- - sea 
 lst.ctio to 




4 

if P;. -. ' 

SECTION, 5. 2 REPRESENTATIVES 

For al purposes reev@ant to this-Agreement[ Turkey will be 

repesete by th ndividual holding or 'actinginth office o 

iter Finance A.1,D.~ will represented theMinC~ of hand be by U.S.~ 

Ambassador, each of whm y rte notice, ma eint addi- 4 ' 

tina representatiu~.ves. 41h names of the reps.54ativesu of-i 

Turkey, with~ specimen signatures, will be provided to A*I.D9,' 

which may accept as duly authorized an instrument singed by sych-- -- ':<ff~ 

representaives in i~mplementaion ofA~tis Agreement, until re­

ceipt, of writtQn notice-'of 'revocationi of their authority. -T' 

f - ''iffifSECTION 5.3 AMENDMENiT 

This Agreement mayr be amended by the execution of write 

amendments by the authorized representatives of both of the par-i.ii 7i 
ties. i -~~-- fu 

7ifif fIfN WITNESS WUEREOF, the Republic of Turkey and the United 

'States of America, each acting through its duly, authorized repro-;i 

iseutatives- have caused this Agreement to be--signed' in their 

F.names and delivered as of the day and year first above written.oi 

TURKEYi
~i'.FOR TIMtUNITED STATES OF AMERICA TOR THEEPZUBLIC OF?1fT 

z- iftau
if up 

ifeica ifasao Miise of Finance-~
 

http:par-i.ii


TEUITEDSTAESC. 4EICA 

THE GOVER*ENT OF THE~ RPBICQC TIR 

'tt Agreemen~t, dated the dyo ewe h 

Government of the Republic ofTrky "Turky" and th* ktted 

Staes mercaacting through Agency for Intemationulf the 
Developmient ("1A.I.D."), together referred to as the "Partiesi , 

SWHEREAS1, HE GOVERNM4ENT OF THE REULCO UKYHS NETKNAVGRU 
PROGRAM OF LECONOMIC REFORMS"TO'STABILIZE ITS ECONOMY AND~
 

W'~HEREAS THE GOVERNMENT OF THE UNITED STATES$.ACTING TROUGH.THE AGENCY FO
 
K~sINTERNATIONAL DEVELOPMENT, ISDESIROUS OF SUPPORTINGTHtESE EFFORTS,
 

NNw THREFORE ThePaties heeto agres follows
 

a'' ~~~ARIL ~ ~I"~ a 

a.q TH 


A. 1.0. pusant toteFrimAssac c f16 s 

" wended,~ ~.a",jgee a" ."'.,ln Tur~ ? ~''4 

kay unaate as, of ta~a i 

Ageet not" to' exee United States.a 

dollars. (Th " fora '"aa''"a''' of-a 

.4 

"Loa -" . 

fiancn to' supr an prot the fiania "iat and. 

aa..a : saaraa." recver of Turkey,L. 4.. The &W pt t" f, "' '.,."a. 

' " J 
a'aa~j. '.a. ia' t under aaeth or3rtd3a totaa.a~~.as a l"#,9~> a~")a~a.' '~ ~a'' ~~a<. ~ a ~ aa.L..aa....~ U 

"' ."Princip, . 

http:aa.L..aa


LOANTEM 

SCTION 2.1 INTEREST 

Tukywl pay to A.I.D. Interest' wich shall, accrue at 
the~ rate ojf fiv~ve ret M5) per arn followin the date. of 

th is isusmn hereunder on the outamndin balance of 
Principal and on any due. and unaid Interest,. Interest on te 
Outstanding balance wil accrue~fom tedte (as defined in 
Section 4.2) of each espective diswrui'ent,, and will be 
payable sewu-anual1y. The first paymnt of Iterest will be 

dueand payable no later thnsx(6) month afterte'is 

disbursement hereunder, on a date to be l~iied by.. 

~.~44 ECTN 2.2 REPAYI(N < 

Turkey will repay to A.I.OD. the Prncnipal. within twent 

'(20) years from the date of firstisbusement of M mni 

4thirty-one (31) approximatelye& semi-annul2 instaflwnts of 

PrinipalandInterest. , ns ~of'rici'The fi~s tlmn 

on which the fistkInteest paYui Is w i-acodacAWt 
Section~ 2.1, AI.0. will provide Turkey with an amoriztion­

sedule in4 accordance. "with~ 'tis Sectio afe th fil 
dipu.tn uV'V the U 



SECTO 2.3 APPLICATIONi,, CURRENCY4ANO'PLACE OF::PAYMENT. 

Allaymntso'Zintrest and Principal hereunder will be 

made inU.S.~dollars and will 'be applied;fir to th amn 

ofIterest due and then to the repaymient of Prncpal. Except 

as'6A.D. maSy otherise* specify in writing, paments Will be 
ma~de to the Controller, Offic~e of F'inancil mnagemmnt, Agnc 

for Internastional Development, W~ashington, D.C. 20523p U.S.A. 
andwill. be deemed made when recuived by the Ofieof 

2.~7Y~ At~'SECTION 2.4 PREAYMNT 

Uon payment of all, Interest due, Tuke may. prom,, 

withuti penalty, all or an ato,"h Pr.Iicial. Uls 

A...otherwise agesin wrtn, n such reaynwil b 

Sof their matuity, K~9>' 

SETO . TR4NTN W'LM~ 

Loon' pawt Picp ndW crepful f'h 

SECTION 24' TVENT Ot4ON .ACCELERATIO 

It wilb n*vn fDful"i ukysalhv 

failed:H.' KY 



017 p 

,>Principal a:oh:pyen eu:dU :aya 1 o 


gusxstyOthl ~ag'e0 *lt, twee ICOY01 8 0 it
 
ager~~~~~iessia:ayattheeeso f10 lgns I
and 

pa',wend Xue aytheendorwinstlen of, 

te on 
(cn)pa aTo 

Prnia 'r *d~theyamn.euieudran 

guaanyo the areeens btwen Trke , r, an-


Thes
 

E of is wilh efaftiesch ttunrepaidYpvsit aut reen oiein 

paynt infl fall Principa and accued Interest heruunde:." 

'CO0ITMNS~ FPEMENT T O SLRSW4DqT 

SECTM43. IMSmN
 

Prior~~~~~~~to une h on ;dsusfnukywllecp 

rtnfriht asthe Parie -myohrie4n 

*'4'''A.I.' am, in4v-btAm for tisaco- to-



oiho Chief Legal Avisor of the na 

"; 4Ti.I' 111 

ofFnane, hi ti Agreemea t s been duly'_author.Laed! 
mnd/or ratifiled b?1 and executed o eafo Treadta 

i1t constitutees a vlid legasly~biding obligsti n of Turk$erin 

accordance wi~th all of its termns; and 

-(k~b )---A -statement -of-th ae 'f - person hling 

acig in,the office -specified in Section 6.2'adoan 

of eah
peron secified isuhstatement. 

~ If,all, peheo cniin suecifed in Seton, 3, aeo 

.j Agremen 

wriing 

or 

MIX 

been=tniety,(190. 

'suc lae 

atisotoma 

wthin 

'dat 

dai,'f~w 

W 

emnt 

0 yare 

h's 

ate 

,re 

f ',thi 

oi 

t-b 

wrte noie oTuk 
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ARIL 1V 

~vi)7V4-~V~,-A~~~DSSR 

A fter satisfaction of the conditions, precedent, atte 

~2J~ -written request of, Turkey, A.I.D. deposit the proceeds of,_AwSillI 

the Loan inthe, ,bn or banks inteUnited Staes e31gmtedl 

-> A~4~itiin wr by Turwkey. 

- - pu:A/4,z--t-''su n 

-tLou~rn FOSECIO 4.3 TERMINA DAT REUSTN 'LSZ, 

A~~ Y:00'is -as'~0-sA- eetL A.L' 

in. wrtig -the'AA~eA 

terminal~~'- dacfrrqetngdsu,>n~f h mpoed 

shal Oesx()mntsfo h atofhiagemn
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ARTICL 

jFU t-If PUPOE 2 

*~~~r 4'XC V* 

- I o 

IAA1~I~tI 

no ue, or4--f ac='e 


thegth rcreeto 
cadiie O ervcsfr iiay P33 

reatn to the1 economic and finacia s11a 

os kiMq1cldgtedirblm of. Tu~reye ranabymyb wrcritingoby 

'thisrpose~~~1ubite by4- either Party' to444>the41 other~~ce 'under 

wil 'beo'in, 'witngorc 
duly11 given~ or sen ~ whe deliere to-' such party at th 

4~ 444 '­~4,41 ~I-4,4,4fllowin address:, 




To Turkey: Mnistryo -Fnanc 

Rspubliof T rukm 

Ankarau, Trkey 

* >To AI.p,:ietor 
-7---- - - Officae of--ProjectOeelopmeflt 

Nea East BurFe-u 

*~~~Wshntn ~~IU&~ 51 D.C.~ 20523;F~D~ 
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The names of the representatives of Turkey, with specimen 

signatures, will be provided to A.I.D., which may accept as
 

duly authorized an instrument signed by such representatives in 

implementation of this Agrement, until receipt of written
 

notice of revocation of their authority.
 

IN WITNESS WHEREOF, the Republic of Turkey and the United 

States of America, each acting through its duly authorized 

representatives, have caused this Agreement to be signed in 

their names and delivered, as of the day and year first above 

written. 

FOR THE UNITED STATES OF AMERICA FOR TIE REPU1LIC OF ThRKEY 

Robert Strausz-.ijoe 

APerican ; !sscor Minister of Finance 
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