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A.GENCY FOR INTERNATIONAL DEVELOPMENT bc 

WASHINGTON. D.C. 20523 

ACTION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR. BUREAU FOR
 

ASIA AND NEAR EAST
 

FROM: 	 ANE/PD. Ronald F. Venezia.-a
 

SUBJECT: 	 Turkey: FY 1989 ESF Cash Transfer (A.I.D. Grant
 
Number 277-K-613)
 

Problem: To obtain your authorization of the PAAD for a $60
 
million cash transfer grant to Turkey. (The PAAD is attached
 
as Tab A.)
 

Background: This grant continues balance of payments support
 
to Turkey that began in 1978 in concert with the OECD donor
 
consortium. Although formal pledging sessions have been
 
discontinued. OECD consortium members, including the United
 
States, have continued to provide economic support to Turkey.
 
Turkey is a valued NATO ally located in an area that is
 
strategically important to the United States.
 

Turkey has 	been implementing a comprehensive eaonomic
 
structural 	reform program, involving far-reaching changes in
 
institutional, legal, and policy frameworks. Following the
 
grave economic crisis in the late 1970's, an impressive array
 
of reforms was iaplemented. While some slippage has taken
 
place, the commitment to reform has been renewed by Prime
 
Minister Ozal's government, which stands committed to an
 
increase in the importance of the private sector. Primary
 
thrusts of the reform program continue to be (a) reduction in
 
protection afforded domestic industries, (b) export production,
 
(c) encouragement of private sector activity and (d) the use of
 
market signals rather than government regulation.
 

Turkey is in need of foreign exchange to finance imports and
 
service its large external debt. In spite of improvements in
 
many elements of the balance of payments, over the next few
 
years the GOT will continue to encounter financial constraints
 
due to a substantial bulge in debt-servicing requirements.
 
While the reform program has rendered the GOT sufficiently
 
creditworthy to obtain funds on international capital markets.
 
such loans must be serviced. Hence, assistance from the United
 
States is required to support Turkey's economic stabilization
 
and development efforts.
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Discussion: A.I.D.'s FY 1989 Congressional Presentation
 
notified Congress that we planned to provide a $70 million cash
 
transfer to Turkey. However, the FY 1989 Appropriations Act
 
only earmarked $60 million for Turkey for the current fiscal
 
year. The FY 1989 Appropriations Act requires that Congress be
 
notified 15 days in advance of the obligation of any cash
 
transfer. That notification was submitted on November 17, 1988
 
and the waiting period expired December 2. 1988.
 

The text of the proposed Grant Agreement has been sent to the
 
Ameeican Embassy at Ankara for pre-negotiation with the Turkish
 
Ministry of Finance. Consistent with requirements for cash
 
transfers. and A.I.D.'s "ESF Cash Transfer Assistance -

Amplified Policy Guidance", the Agreement includes provisions
 
for a separate account and tracking of the dollars, and
 
specifies eligible uses.
 

As described in the PAAD. Turkey has substantially liberalized
 
its foreign exchange regime since 1985. In addition, Turkey
 
has a very substantial debt service burden which limits its
 
growth and development. Given the magnitude of Turkey's debt
 
service burden, Turkey will not be required to limit its use of
 
the cash transfer to the first order of preference, financing
 
of imports from the U.S.. Turkey may, as provided for by
 
A.I.D.'s "ESF Cash Transfers - Amplified Policy Guidance." use
 
this for servicing of bilateral, non-military debt owed to the
 
U.S.. Since 35% of Turkey's debt service is owed to
 
multilateral development banks and the IMF. your approval is
 
requested, as required by the "Amplified Policy Guidance", to
 
also include payment of such debt, as required for good
 
management of foreign exchange flows, among the eligible uses
 
of the Grant.
 

A.I.D.'s "Supplemental Guidance on Programming Local Currency"
 
requires that Missions establish separate accounts for all
 
local currencies associated with funds provided by the FAA
 
unless appropriately waived by the regional bureau AssiGtant
 
Administrator. This requirement is moot in this instance since
 
no local currencies will be associated with this cash transfer
 
to Turkey. However, the iensitivities surrounding the separate
 
accounts issue are so great that we wish to highlight the fact
 
that setting aside local currency under this PAAD is not
 
required. The amplified PD No. 5 encourages programming of
 
local currency as a tool for moving toward the goal of an
 
overall host country budget that represents a sound.
 
development oriented allocation of budget resources set within
 
a market-oriented policy framework. Turkey has an open economy

which is performing very well. For this reason, and given its
 
status as a NATO ally, it is inappropriate for the U.S. to be
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involved in management of Turkey's budget and internal
 
economy. A reflection of Turkey's status is the fact that
 
A.I.D. no longer maintains staff in that country. Thus,
 
neither this cash transfer, nor those of prior years have
 
involved the setting aside of the Government of Turkey's own
 
local currency resources for programming for mutually agreed
 
purposes. Your approval that the FY 1989 cash grant to Turkey
 
not require the setting aside of local currency for such
 
purposes is, therefore, requested.
 

Disbursement of the Grant will be via a cash transfer
 
immediately after conditions precedent have been met. Please
 
note the Section 2.1(c) condition precedent requiring the
 
Turkish Government to deposit the sum of $18,735.35 into a
 
special account prior to disbursement of the grant. Such
 
deposit was necessitated by an inadvertent comingling of funds
 
by the GOT in utilizing the proceeds of the FY 1988 cash
 
transfer.
 

Recommendations:
 

1. That you authorize a $60 million ESF cash grant to
 
Turkey by signing this Action Memorandum and the PAAD
 
attached as Tab A;
 

2. That you hereby delegate authority to the U.S.
 
Ambassador to Turkey, or his designee, to execute a grant
 
agreement for the above amount;
 

3. That you hereby approve payment of debt to multilateral
 
develorment banks and the IMF. as an eligible use of the
 
Grant;
 

4. That you hereby approve that, as in past years, A.I.D. 
not require that the Government of Turkey set aside an 
amount of local currency at least equivalent to the Grant, 
for programming for mutually agreed upon S. 

Approved: ',-.-

Disapproved:
 

Date: / 
Attachment:
 

Tab A - Program Assistance Approval Document (PAAD)
 

http:18,735.35
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Clearances: 
DAA/ANE:WFuller ,, Date 
ANE/PD/ME:JMSilver -k Date (4 iX$ANE/PDo BOdell jd-rIft)_ Date 11F'2(3/88 

ANE/GC:JSilverstone (draft) Date 11/25/88 
EUR/SE:LUncu (draft) Date 11/2/88 
F/FM:MUsnick Date /H/F 
ANE/DP:DCarr f(dralt) Date 11/22/88 
ANE/DP:PBenedict (draft) Date 11/22/88 
ANE/EE:RBrown (draft) Date 11/28/88 
DAA/PPC:GLaudato (draft) Date 12/6/88 

Drafted: ANE/PD/ME:Ti-nson:11/21/88:docid 3965c
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CLASSIFICATION: 
1. PAAD Number 

277-K-613 
AGENCY FOR INTERNATIONAL DEVELOPMENT 2. Country 

TURKEY
PROGRAM ASSISTANCE 

3. Category
DOCUMENTAPPROVAL 

Economic Support Funds (ESF)

(PAAD) 	 4. Date 

December , 1988 
5. To 	 6. OYB Change Number 

AA/ANE, Carol C. Adelman 	 N/A
 
8. OYB Increase 

7. From N/A
 
ANE/PD n ,V ezia Tobe taken from:
 

N/A
 
9. 	Approval Rquested for Commitment of (,J 10. Appropriation Budget Plan Code
 

$ 60 000 000 QES9-89-37277-KG-31 970-63-277-00-50-91
 
11. Type Funding 12. Local Currency Arrangement 13. Estimated Delivery Period I14. Transaction Eligibility Date 

[0 Loan F] Grant E] Informal D Formal ffI None 6 months 
15. Commodities Financed 

N/A Cash Transfer
 

16. Permitted Source 	 17. Estimated Source 

U.S. only u.s. $60,000,000
 
Limited F.W. Industrialized Countries
 

Free World 	 Local
 

Cash $60 000000 	 Other 

18. Suzmmary Description 

This authorization approves a $60 million grant to the Government of Turkey
 
(GOT) to be used for balance-of-payments purposes, subject to the terms and
 
conditions contained in th'e PAAD and the accompanying Action Memorandum. The
 
grant will be provided as a cash transfer, disbursed in a single tranche. The
 
dollars provided under the Grant will be placed in a separate account. Eligibli
 
uses will include payment for imports of goods and services from the U.S.;
 
payment of bilateral non-military debt owed to the U.S.; and subject to AA/ANE
 
approval in the context of this authorization, payment of debt owed to multi
lateral development banks and the IMF. Other uses could be agreed to if
 
requested by the GOT and approved by A.I.D. according to the requirements of
 
the Agency's "Amplified Policy Guidance" on ESF Cash Transfer Assistance.
 

This authorization also approves the fact that the A.I.D. will not require
 
that the GOT set aside an amount of local currency at least equivalent to
 
the grant for programming for mutually agreed purposes. Your authorization
 
also delegates to the U.S. Ambassador to Turkey, or his designee, the
 
authority to execute a Grant Agreement in the above amount.
 

Additional Clearances:
 
ANE/DP:PBenedict &draft) Date 11/22/88 DAA/PPC:GLaudato (draft) 12/6/88
 
ANE/EE:RBrown (draft) Date 11/28/88
 
19. Clearances 	 Da7e 20. Action 

DAA/ANE:WFuller115
 
ANE/PD/ME:JSilver hill Vo. APPROVED 	 - DISAPPROVED 
ANE/PD:BOdell (dra ftk Vil1//td51 
ANE/GC:JSilverstone(dratt) 11/25/88 Auth o -gnature / / IDat/</ gk' 
EUR/SE:LUncu (draf.t) 11/8/88 CaroY v -- • .dela/
 
F/FM:MUsnick 	 Title /7
ANE/DP:DCarr (draf- 11/22/88 Assistant Administrator, ANE 

AID 1120-1 (5.82) CLASSIFICATION: 	 / 



I. Summary
 

This PAAD proposes a grant to the Republic of Turkey in the
 
amount of $60 million. The grant will be inade from FY 1989 ESF
 
funds, to be provided as a cash transfer and disbursed in a
 
single tranche.
 

Turkey is a close, valued ally in the North Atlantic Treaty
 
Organization (NATO). Its location, between Europe and the
 
Middle East, bordering the Soviet Union, is of strategic
 
importance to the United States. The United States has an
 
interest in encouraging and supporting the growth, development
 
and stability of a democratic, Western-oriented Turkey, willing
 
and able to meet its NATO commitments.
 

The United States continues to support the economic reform
 
program which the Turkish Government initiated in 1980. The
 
program features a flexible foreign exchange regime, major
 
efforts to reform Turkey's parastatal enterprises, and tight
 
fiscal, monetary and wage policies. These and complementary
 
policies have been used to change the Turkish economy from one
 
which looked inward, producing for a highly protected domestic
 
market, to one which increasingly is oriented toward the world
 
market.
 

The Agreement will require that dollars provided under the
 
grant be placed in a separate account. Eligible uses provided
 
for in the Agreement will be for balance-of-payments purposes,
 
and will include payment for imports of goods and services from
 
the U.S., payment of non-military, bilateral debt owed to the
 
U.S., and subject to AA/ANE approval, payment of debt owed to
 
multilateral development banks and the IMF. Other uses, such
 
as payment of official debt owed to U.S. private sector
 
entities could be agreed to if requested by the Government of
 
Turkey and approved by A.I.D. according to the requirements of
 
the Agency's "Amplified Policy Guidance" on ESF Cash Transfer
 
Assistance.
 

This PAAD recommends that AA/ANE approve the following
 
recommendations:
 

- Authorize a $60 million ESF cash grant to Turkey;
 

- Delegate authority to the U.S. Ambassador to Turkey, or
 
his designee, to execute the grant agreement;
 

- Approve payment of debt to multilateral development
 
banks and the IMF, as an eligible use of the Grant;
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- Approve that A.I.D. not require that the Government of 
Turkey set aside an amount of local currency at least 
equivalent to the Grant, for programming for mutually 
agreed upon purposes. 

II. Program History
 

U.S. economi assistance since 1978 has totalled $1.9 billion,
 
ranging from $350 million in 1982 to $100 million in 1987. All
 
assistance has been in grant form.
 

Assistance from other OECD countries averaged about $700
 
million per year during the early part of this period.
 

III. Economic Setting
 

In the late 1970's, Turkey experienced severe foreign exchange

shortages, mounting debt obligations, rising inflation,
 
disruptions in industrial production, and a sharp rise in
 
unemployment. The Turkish authorities responded to the
 
economic crisis in 1980 by adopting a comprehensive structural
 
reform program, supported ly debt rescheduling and IMF, World
 
Bank and OECD assistance.
 

The reform program has been successful on a number of counts.
 
After declining in 1979-80, real GDP growth expanded by an
 
average 4% during 1981-85 and accelerated to 8% in 1986 and
 
about 7% during 1987 and 1988. The budget deficit fell from 5%
 
of GDP in 1980 to 2% in 1982; the average during the 1983-86
 
period has been just below 3%. After peaking at 107% in 1980
 
and dropping sharply to 23% in 1982, the inflation rate rose
 
again to 48% by 1984 and then steadily dropped to about 35% in
 
1986. The current account balance of payments deficit declined
 
from $3.4 billion in 1980 to $935 million in 1982 before
 
widening again to $1.9 billion in 1983. This deficit has since
 
ranged between $1.0 and $1.5 billion.
 

Two worrisome aspects of economic performance over the last two
 
years have been the marked erosion in the fiscal deficit to
 
about 5% of GDP duriig 1987 and the sharp rise in the inflation
 
rate d,ring 1988 to about 70%. The fiscal deficit ratio may

have continued to increase during 1988. The cause of these
 
adverse developments has been sharply increased expenditures

connected with the November 1987, September 1988 and March 1989
 
elections.
 

Some fiscal stabilization measures were taken following the
 
November 1987 election, with an emphasis on price increases on
 
goods and services produced by state enterprises to reduce
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their need for budgetary transfers. The price increases
 
between December 1987 and February 1988 averaged about 20%.
 
Some additional price increases took place during the spring of
 
1988, notably increases for petroleum products by 12-23%. Some
 
tax increases also took place, especially for motor vehicles,
 
gasoline, alcohol and cigarettes. VAT exemptions were
 
eliminated on basic foodstuffs and key agricultural products
 
and the rate raised on luxury consumer goods from 12 to 15%,
 
and on agricultural pesticides, pharmaceutical products, health
 
and other services from 5 to 8%. Other stabilization measures
 
included limitations on new investment spending, increases in
 
the interest rates on lira deposits, and a rise in reserve
 
requirements.
 

After the September 1988 referendum, further fiscal restraint
 
measures were expected, but were limited to an increase in the
 
stamp tax on imports from 6 to 10% and to price rises for a
 
small number of items, including dairy products, soap, lentils,
 
cement, tea, and sheet iron. Another significant refcrm
 
measure was the near freeing of interest rates. Substantial
 
additional measures are needed to bring down the fiscal deficit
 
again and to reduce inflationary pressures.
 



TABLE I
 

Balance of Payments and Other Data
 
1982-1987 

1982 1983 1984 1985 1986 1987 

(Millions of US $) 

Current Account -935 -1,898 -1,407 -1,013 -1,528 -987 

Merchandise 
Exports (fob) 5,890 5,905 7,389 8,255 7,583 10,322 

Merchandise 
Imports (fob) 

Trade 
balance 

8,518 

-2,628 

8,895 

-2,990 

10,331 

-2,942 

11,230 

-2,975 

10,664 

-3,081 

13,556 

-3,234 

Service 
credits 2,038 2,041 2,366 3,148 3,250 4,111 

Service 
debts 2,639 2,734 2,945 3,185 -3,646 4,282 

Private 
transfers net 2,189 1,549 1,885 1,762 1,703 2,066 

Official 
transfer net 105 236 229 236 246 352 

Current account 
deficit as percent 
of GNP 2.2 3.6 2.8 1.6 2.6 1.5 

Real GNP 

growth (%) 4.5 

Other Data 

3.4 5.9 5.1 8.1 7.4 

Inflation 23 31 48 44 35 39 

Consolidated 
budget deficit 
(% of GNP) 2.5 2.0 4.5 2.5 2.6 4.9 
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IV. U.S. Interests
 

Turkey is a close and valued ally in the North Atlantic Treaty

Organization (NATO). Its location, between Europe and the Middle
 
East, bordering the Soviet Union, is of strategic importance to the
 
United States. The United States has an interest in encouraging and
 
supporting the growth, development and stability of a democratic,

Western-oriented Turkey, willing and able to meet its NATO
 
commitments.
 

V. Conditionality
 

A condition precedent to disbursement will be included in the Grant
 
Agreement, requiring the Government of Turkey to establish a
 
separate account for deposit of the dollars. A separate condition
 
precedent to disbursement will require the GOT to deposit, from its
 
own resources, the sum of $18,735.35 into the special account before
 
the FY 1989 cash transfer can be disbursed. Such deposit was
 
necessitated by an inadvertent cominglina of funds by the GOT of the
 
FY 1989 cash transfer.
 

VI. Description of the Grant
 

The Grant will be a cash transfer from FY 1989 ESF funds in the
 
amount of $60 million, to be provided in a single tranche. As in
 
the past, there will be no setting aside of a local currency

equivalent. PD No. 5 encourages programming of local currency as a
 
tool for moving toward the goal of an overall host country budget
 
that represents a sound, development oriented allocation of budget
 
resources set within a market-oriented policy framework. Turkey has
 
an open economy which is performing very well. Thus, neither this
 
cash transfer, nor those of prior years have involved the setting

aside of the Government of Turkey's own resources for programming
 
for mutually agreed purposes. For this reason, and given its status
 
as a NATO ally, it is inappropriate for the U.S. to be involved in
 
management of Turkey's budget and internal economy. AA/ANE approval
 
to forgo requiring that the Government of Turkey set aside its own
 
resources in an amount at least equivalent to the Grant, for
 
programming for mutually agreed purposes, is requested in the
 
context of approving this PAAD.
 

VII. Uses of the Grant
 

The Grant proceeds will be used by Turkey for any or all of the
 
following purposes determined by Turkey to be necessary for
 
balance of payment purposes in the following order of
 

http:18,735.35
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preference: (1) financing the importation of raw materials,
 
intermediate and capital goods or services and essential
 
consumer goods from the United States; (2) servicing of
 
official debt owed to the United States Government, (3)
 
servicing of debt owed to multilateral development banks and the
 
IMF. As described in Section III of this PAAD covering the economic
 
setting, Turkey has substantially liberalized its foreign exchange
 
regime in the past few years, providing for more rational exchange
 
rate determination, and granting import licenses on a
 
non-restrictive basis. In addition, Turkey has a very substantial
 
debt service burden which lirits the country's growth and
 
development. Given the magnitude of Turkey's debt service burden,
 
A.I.D. has determined, consistent with the provisions of A.I.D.'s 
ESF Cash Transfers - Amplified Policy Guidance," that Turkey need 
not limit its use of the cash transfer to the first order of 
preference, financing of imports from the U. .S., but may use this 
for servicing non-military bilateral debt owed to the U.S.. The 
"Amplified Policy Guidance" requires prior concurrence of the 
Regional Assistant Administrator to use cash transfer dollars to pay 
debt owed to multilateral development banks and the IMF. 
Approximately one-third of Turkey's debt service is owed to such 
institutions. AA/ANE concurrence for Turkey to also use its cash 
transfer for payment of debt to multilateral institutions, as 
required for good management of foreign exchange flows, is, 
therefore, requested in the context of approving this PAAD. 

If it should be determined that Turkey may not be able to utilize
 
the dollar proceeds made available under the Grant in a reasonable
 
period of time and keep within the above categories of uses, A.I.D.
 
would consider a written request by the Government of Turkey to
 
expand eligible categories of uses of the dollar proceeds to
 
include, in order of preference: servicing of commercial debt owed
 
in the United States, servicing of debt owed to A.I.D. Geographic
 
Code 899 countries, and financing of imports from Code 899
 
countries. Approval of any such use would be made following the
 
procedures set out in A.I.D.'s "Amplified Policy Guidance" on ESF
 
Cash Transfer Assistance.
 

Any interest earned on the dollar proceeds placed into the separate
 
account or accounts shall be treated as if it were principal (i.e.,
 
Grant proceeds). Should there be a period of time between the
 
disbursement of the cash transfer and ultimate disposition of the
 
proceeds in the separate account for actually agreed purposes, in
 
the interest of good cash management principles, the Government of
 
Turkey would be permitted to place the Grant proceeds in various
 
low-risk, non-speculative financial instruments in the United States
 
pending ultimate use of those proceeds. Such interest-bearing
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financial instruments might include United States Treasury
 
securities, certificates of deposit, and high quality money market
 
accounts. Prior to the time of ultimate disposition of the separate
 
account proceeds for import financing, debt servicing, or other
 
agreed uses, Grant proceeds could not be converted to or exchanged
 
for the currencies of countries other than the United States or
 
otherwise placed in international financial markets. The temporary
 
placement of Grant proceeds in financial instruments, other than
 
those stipulated above, would be a matter of consultation and
 
agreement between the two parties.
 

VIII. Accountability for the Grant
 

Financial documentation, books, and records will be maintained, in
 
accordance with generally accepted accounting principles and
 
practices, concerning the use of Grant proceeds for a period of
 
three years. Over the three year period appropriate documentation
 
will be made available to A.I.D. upon reasonable request. Financial
 
records will at least be suitable to document the withdrawal and
 
disposition of dollar funds from the separate account and their
 
tracking into final uses. This documentary evidence might, for
 
example, take the form of letters of credit or bank statements in
 
support of actual transactions for specific purposes and end uses.
 
Should Grant proceeds be used for other than for the eligible
 
purposes, the Government of the Republic of Turkey would be required
 
to deposit, from its own foreign exchange, a commensurate amount of
 
dollars in the separate bank account and to treat such deposit as
 
principle under the Grant Agreement.
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Clearances:
DAA/ANE:WFuller Date 
ANE/PD/ME:JMSilver DateDate f 
ANE/PD, BOdell adt) Date I /213/88 
ANE/GC:JSilverstone (draft) Date 11/25/88 
EUR/SE:LUncu (draft) Date 11/28/88 
F/FM:MUsnick k DaUte Date / /-(I 
ANE/DP:DCarr dr Date 11/22/88 
ANE/DP:PBenedict (draft) Date 11/22/88 
ANE/EE:RBrown (draft) Date 11/28/88 
DAA/PPC:GLaudato (draft) Date 12/6/88 

Drafted: ANE/PD/ME:TE n:ll1/2188:docid 3965c,
 



5C(l) - COUNTRY'CHECKLIST 

Listed below are statutory criteria applicable
 
to: (A) FAA funds generally; (B)(1) Development
 
Assistance funds only; or (B)(2) *the Economic
 
Support Fund only.
 

A. 	GENERAL CRITERIA FOR COUNTRY
 
ELIGIBILITY
 

1. 	FY 1989 Appropriations Act Sec. 578(b). No-

Has the President certified to the
 
Congress that the government of the
 
recipient country is failing to take
 
adequate measures to prevent narcotic
 
drugs or other controlled substances
 
which are cultivated, produced or
 
processed illicitly, in whole or in part,
 
in such country or transported through
 
such country, from being sold illegally
 
within the jurisdiction of such country
 
to United States Government personnel or
 
their dependents or from entering the
 
United States unlawfully?
 

2. 	FAA Sec. 481(h); FY 1989 Appropriations
 
Act Sec. 578; 1988 Drug Act Secs. Per State Department
 
4405-07. (These provisions apply to International Narcotics
 
assistance of any kind proviaed by grant, Matters Bureau memo dated
 
sale, loan, lease, credit, guaranty, or December 29,"1988, Turkey

insurance, except assistance from the is not considered a major
 
Child Survival Fund or relating to drug transit or illicit
 
international narcotics control, disaster drug producing country.
 
anl refugee relief, narcotics education
 
and awareness, or the provision of food
 
or medicine.) If the recipient is a
 
"major illicit drug producing country"
 
(defined as a country producing during a
 
fiscal year at least five metric tons of
 
opium or 500 metric tons of coca or
 
marijuana) or a "major drug-transit
 
country" (defined as a country that is a
 
significant direct source of illicit
 
drugs significantly affecting the United
 
States, through which such drugs are
 
transported, or through which significant
 
sums of drug-related profits are
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laundered with the knowledge or 
complicity of the government): (a) Does 
the country have in place a bilateral 
narcotics agreement with the United 
States, or a multilateral narcotics 
agreement? and (b) Has the President in 
the March 1 International Narcotics 
Control Strategy Report (INSCR)
determined and certified to the Congress
(without Congressional enactment, within 
45 days of continuous session, of a 
resolution disapproving such a 
certification), or has the President 
determined and certified to the Congress 
on any other date (with enactment by 
Congress of a resolution approving such 
certification), that (1) during the 
previous year the country has cooperated 
fully with the United States or taken 
adequate steps on its own to satisfy the 
goals agreed to in a bilateral narcotics 
agreement with the United States or in a 
multilateral agreement, to prevent
illicit drugs produced or processed in or 
transported through such country from 
being transported into the United States, 
to prevent and punish drug profit
laundering in the country, and to prevent
and punish bribery and other forms of 
public corruption which facilitate 
production or shipment of illicit drugs 
or discourage prosecution of such acts, 
or that (2) the vital national interests 
of the United States require the 
provision of such assistance? 

3. 1986 Drug Act Sec. 2013: 1988 Drug Act 
Sec. 4404. (This section applies to the 
same categories of assistance subject to 
the restrictions in FAA Sec. 481(h).
above.) If recipient country is a "major 
illicit drug producing country" or "major 

Per State Department 
International Nlarcotics 
Matters Bureau memo dated 
December 29, 1988, Turkey 
is not not considered a 

drug-transit country" (as defined for the 
purpose of FAA Sec 481(h)), has the 
President submitted a report to Congress 

major drug transit or 
illicit drug producing 
country. 

listing such country as one (a) which, as 
a matter of government policy, encourages 
or facilitates the production or 
distribution of illicit drugs; (b) in 
which any senior official of the 

/72 
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government engages in, encourages, or 
facilitates the production or 
distribution of illegal drugs; (c) in 
which any member of a U.S. Government 
agency has suffered or been threatened 
with violence inflicted by or with the 
complicity of any government officer; 
(d) which fails to provide reasonable 

or 

coopei:ation to lawful activities of U.S. 
drug enforcement agents, unless the 
President has provided the required 
certification to Congress pertaining to 
U.S. national interests and the drug
control and criminal prosecution efforts 
of that country? 

4. FAA Sec. 620(c). If assistance is to a Turkey is not known to 
government, is the government indebted to be in violation of thi 
any U.S. citizen for goods or services 
furnished or ordered where (a) such 

section. 

citizen has exhausted available legal 
remedies, (b) the debt is not denied or 
contested by such government, or (c) the 
indebtedness arises under an 
unconditional guaranty of payment given 
by such government or controlled entity? 

5. FAA Sec. 620(e)(1). If assistance is to 
a government, has it (including any 

Turkey is not known to 
be in violation of thi 

government agencies or subdivisions) section. 
taken any action which has the effect of 
nationalizing, expropriating, or 
otherwise seizing ownership or control of 
property of U.S. citizens or entities 
beneficially owned hy them without taking 
steps to discharge its obligations toward 
such citizens or entities? 

6. FAA Secs. 620(a), 620(f). 620D: FY 1989 
Appropriations Act Secs. 512, 550. 592. No. Assistance will no 
Is recipient country a Communist 
country? If so, has the President 

be so provided.i 

determined that assistance to the country 
is vital to the security of the United 
States, that the recipient country is not 
controlled by the international Communist 
conspiracy, and that such assistance will 
further promote the independence of the 
recipient country from international 
communism? Will assistance be provided 



-4

either directly or indirectly to Angola,

Cambodia, Cuba. Iraq, Libya, Vietnam,
 
South Yemen. Iran or Syria? Will
 
assistance be provided to Afghanistan
 
without a certification, or will
 
assistance be provided inside Afghanistan
 
through the Soviet-controlled government
 
of Afghanistan?
 

7. 	FAA Sec. 620(M). Has the country

permitted, or failed to take adequate 

measures to prevent, damage or 

destruction by mob action of U.S.
 
property?
 

8. 	FAA Sec. 620(1). Has the country failed 

to enter into an investment guaranty 

agreement with OPIC?
 

9. 	FAA Sec. 620(o); Fishermen's Protective
 
Act of 1967 (as amended) Sec. 5. (a) Has 

the country seized, or imposed any 

penalty or sanction agai-:;t, any U.S.
 
fishing vessel because of fishing

activities in international waters?
 
(b) If so, has any deduction required by

the Fishermen's Protective Act been made?
 

10. 	FAA Sec. 620(g); FY 1989 Appropriations

Act Sec. 518. (a) Has the government of 

the recipient country been in default for
 
more than six months on interest or
 
principal of any loan to the country
 
under the FAA? (b) Has the country been
 
in default for more than one year on
 
interest or principal on any U.S. loan
 
under a program for which the FY 1989
 
Appropriations Act appropriates funds?
 

11. 	FAA Sec. 620(s). If contemplated 

assistance is development loan or to come 

from Economic Support Fund, has the 

Administrator taken into account the 

percentage of the country's budget and
 
amount of the country's foreign exchange
 
or other resources spent on military
 
equipment? (Reference may be made to the
 
annual "Taking Into Consideration" memo:
 
"Yes, taken into account by the
 
Administrztor at time of approval of
 

Turkey-,isinot known to
 
be -inviolati6n of thi
 
section.
 

No. There is such an
 
agreement.
 

Turkey is not known to
 
have taken such action
 

No.
 

Yes, as reported in th
 
Annual Report on Imple
 
mentation of FAA Secti,
 
620(s).
 



- 5 -


Agency OYB." This approval by the
 
Administrator of the Operational Year
 
Budget can be the basis for an
 
affirmative answer during the fiscal year

unless significant changes in
 
circumstances occur.)
 

12. 	FAA Sec. 620(t). Has the country severed 

diplomatic relations with the United
 
States? If so, have relations been
 
resumed and have new bilateral assistance
 
agreements been negotiated and entered
 
into since such resumption?
 

13. 	FAA Sec. 620(u). What is the payment 

status of the country's U.N. 

obligations? If the country is in 

arrears, were such arrearages taken into 

account by the A.I.D. Administrator in
 
determining the current A.I.D.
 
Operational Year Budget? (Reference may
 
be made to the "Taking into
 
Consideration" memo.)
 

14. 	FAA Sec. 620A. Has the President 

determined that the recipient country
 
grants sanctuary from prosecution to any
 
individual or group which has committed
 
an act of international terrorism or
 
otherwise supports international
 
terrorism?
 

15. 	FY 1989 Appropriations Act Sec. 568. Has 

the country been placed on the list
 
provided for in Section 6(j) of the
 
Export Administration Act of 1979
 
(currently Libya, Iran, South Yemen,
 
Syria, Cuba, or North Korea)?
 

16. 	ISDCA of 1985 Sec. 552(b). Has the 

Secretary of State determined that the
 
country is a high terrorist threat
 
country after the Secretary of
 
Transportation has determined, pursuant
 
to section 1115(e)(2) of the Federal
 
Aviation Act of 1958, that an airport in
 
the country does not maintain and
 
administer effective security measures?
 

No.
 

To the best of our
 
knowledge, Turkey is
 
not in arrears on its
 
ILN obligations.
 

No.
 

11o.
 

No.
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17. 	FAA Sec. 666(b). Does the country

object, on the basis of race, religion,

national origin or sex, to the presence
 
of any officer or employee of the U.S.
 
who is present in such country to carry

out economic development programs under
 
the FAA?
 

18. 	FAA Secs. 669, 670. Has the country,

after August 3, 1977. delivered to any

other country or received nuclear 

enrichment or reprocessing equipment,

materials, or technology, without 

specified arrangements or safeguards, and
 
without special certification by the
 
President? Has it transferred a nuclear
 
explosive device to a non-nuclear weapon
 
state, or if such a state, either
 
received or detonated a nuclear explosive

device? (FAA Sec. 620E permits a special

waiver of Sec. 669 for Pakistan.)
 

19. 	FAA Sec. 670. If the country is a 

non-nuclear weapon state, has it, on or 

after August 8, 1985, exported (or

attempted to export) illegally from the
 
United States any material, equipment, or
 
technology which would contribute
 
significantly to the ability of a country

to manufacture a nuclear explosive device?
 

20. 	ISDCA of 1981 Sec. 720. Was the country

represented at the Meeting of Ministers
 
of Foreign Affairs and Heads of
 
Delegations of the Non-Aligned Countries
 
to the 36th General Assembly of the U.N.
 
on Sept. 25 and 28, 1981, and did it fail
 
to disassociate itself from the
 
communique issued? If so, has the
 
President taken it into account?
 
(Reference may be made to the "Taking

into Consideration" memo.)
 

21. 	FY 1989 Appropriations Act Sec. 527. Has 

the recipient country been determined by

the President to have engaged in a
 
consistent pattern of opposition to the
 
foreign policy of the United States?
 

No.
 

We have no knowledge
 
that Turkey delivered
 
or received such itemE
 
or detonated such a
 
device.
 

We have no knowledge
 
that Turkey has
 
attempted such exports
 

No.
 

No.
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22. 	FY 1989 Appropriations Act Sec. 513. Has 

the duly elected Head of Government of 

the country been deposed by military coup
 
or decree? If assistance has been
 
termirated, has the President notified
 
Congress that a democratically elected
 
government has taken office prior to the
 
resumption of assistance?
 

23. 	FY 1989 Appropriations Act Sec. 540. 

Does the recipient country fully
 
cooperate with the international refugee

assistance organizations, the United
 
States, and other governments in

facilitating lasting solutions to refugee

situations, including resettlement
 
without respect to race, sex, religion,
 
or national origin?
 

No. Assistance has
 
not been terminated.
 

Yes.
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B. FUNDING SOURCE CRITERIA FOR COUNTRY
 
ELIGIBILITY
 

1. Development Assistance Country Criteria
 

FAA Sec. 116. Has the Department of 

State determined that this government tas
 
engaged in a consistent pattern of groLs
 
violations of internationally recognized
 
human rights? If so, can it be
 
demonstrated that contemplated assistance
 
will directly benefit the needy?
 

FY 1989 Appropriations Act Sec. 536. 

Has the President certified that use of
 
DA funds by this country would violate
 
any of the prohibitions against use of
 
funds to pay for the performance of
 
abortions as a method of family planning,
 
to motivate or coerce any person to
 
practice abortions, to pay foL the
 
performance of involuntary sterilization
 
as a method of family planning, to coerce
 
or provide any financial incentive to any
 
person to undergo sterilizations, to pay

for any biomedical research which
 
relates, in whole or in part, to methods
 
of, or the performance of. abortions or
 
involuntary sterilization as a means of
 
family planning?
 

2. Economic Support Fund Country Criteria
 

FAA Sec. 502B. Has it beendetermined 

that the country has engaged in a 

consistent pattern of gross violations of
 
internationally recognized human rights?
 
If so, has the President found that the
 
country made such significant improvement
 
in its human rights record that
 
furnishing such assistance is in the U.S.
 
national interest?
 

FY 1989 Appropriations Act Sec. 578(d). 

Has this country met its drug eradication
 
targets or otherwise taken significant
 
steps to halt illicit drug production or
 
trafficking?
 

No.
 

No.
 

No, it has not been
 
so determined
 

Yes.
 



3(A)2 -- NONPROJECT ASSISTANCE CHECKLIST
 

The 	criteria listed in Part A are applicable
 
generally to FAA funds, and should be used
 
irrespective of the program's funding 
source.
 
In Part B a distinction is made between the
 
criteria applicable to Economic Support Fund
 
assistance and the criteria applicable to
 
Development Assistance. Selection of the
 
criteria will depend on the funding source for
 
the program.
 

CROSS REFERENCES: IS COUNTRY CHECKLIST UP TO
 
DATE? HAS STANDARD ITEM
 
CHECKLIST BEEN REVIEWED?
 

A. GENERAL CRITERIA FOR NONPROJECT ASSISTANCE
 

1. 	FY 1989 Appropriations Act Sec. 523: Congressional Notifi-
FAA Sec. 634A. Describe how cation expired on 
authorization and appropriations December 2, 1988. 
committees of Senate and House have 
been or will be notified concerning
 
the project.
 

2. 	FAA Sec. 611(a)(2). If f{rther No further legislative

legislative action is required within 
 action is required

recipient country, what is basis for within Turkey.

reasonable expectation that such action
 
will be completed in time to permit
 
orderly accomplishment of purpose of the
 
assistance?
 

3. 	FAA Sec. 209. Is assistance more No.
 
efficiently and effectively provided

through regional or multilateral
 
organizations? If so. why is assistance
 
not so provided? Information and
 
conclusions on whether assistance will
 
encourage developing countries to
 
cooperate in regional development
 
programs.
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4. 	FAA Sec. 601(a). Information and 
 Funds will finance Turkey

conclusions on whether assistance will 
 imports from the U.S. and,
encourage efforts of the country to: 
 or debt service payments,

(a) increase the flow of international and generally assist
trade; (b) foster private initiative and Turkey's economic

competition; (c) encourage development 
 stabilization and
and use of cooperatives, credit unions, development efforts.
 
and savings and loan associations:
 
(d) 	discourage monopolistic practices;

(e) 	improve technical efficiency of
 
industry, agriculture, and commerce; and
 
(f) 	strengthen free labor unions.
 

5. 	FAA Sec. 601(b). Information and To the extent that trade
conclusions on how assistance will 
 patterns between Turkey

encourage U.S. private trade and 
 and U.S. are expected to
investment abroad and encourage private 
 expand, we foresee this
U.S. participation in foreign assistance 
 program having a positive
 
programs (including use of private trade 
 effect.

channels and the services of U.S. private

enterprise).
 

6. 	FAA Secs. 612(b), 636(h); FY 1989 
 Not applicable.

Appropriations Act Secs; 507, 509.
 
Describe steps taken to assure that, to
 
the maximum extent possibte, foreign

currencies owned by the U.S. are utilized
 
in lieu of dollars to meet the cost of
 
contractual and other services.
 

7. 	FAA Sec. 612(d). Does the U.S. own -
Notappllcable.

excess foreign currency of the country

and, if so, what arrangements have been
 
made for its release?
 

8. 	FAA Sec. 601(e). Will the assistance Not'appl cable
 
utilize competitive selection procedures

for the awarding of contracts, except

where applicable procurement rules allow
 
otherwise?
 

9. 	FAA Sec. 121(d). If assistance is being Not applicable.

furnished under the Sahel Development

Program, has a determination been made
 
that the host government has an adequate

system for accounting for and controlling

receipt and expenditure of A.I.D. funds?
 

10. 	FY 1989 Appropriations Act. Will Not applicable.

assistance be designed so that the 
 oa ..
 
percentage of women participants will be
 
demonstrably increased?
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B. 	 FUNDING CRITERIA FOR NONPROJECT ASSISTANCE
 

1. 	 Nonproiect Criteria for Economic Support
 
Fund
 

a. FAA Sec. 531(a). Will this 

assistance promote economic and political 

stability? To the maximum extent 

feasible, is this assistance consistent 

with the policy directions, purposes, and 

programs of Part I of the FAA?
 

b. FAA Sec. 531(e). Will assistance 

under this chapter be used for military
 
or paramilitary activities?
 

c. FAA Sec. 531(d). Will ESF funds made 

available for commodity import programs
 
or other program assistance be used to
 
generate local currencies? If so, will
 
at least 50 percent of such-local
 
currencies be available to support
 
activities consistent with the objectives
 
of FAA sections 103 through 106?
 

I 

d. 	FAA Sec. 609. If commodities are to 

be granted so that sale proceeds will
 
accrue to the recipient country, have
 
Special Account (counterpart)
 
arrangements been made?
 

e. FY 1989 Appropriations Act. If 

assistance is in the form of a cash
 
transfer: (a) are all such cash 

payments to be maintained by the country 

in a separate acccmnt and not to be 

commingled with ai, other funds? (b)

will all local currences that may be
 
generated with funds provided as a cash 

transfer to such a country also be 

deposited in a special account to be used
 
in accordance with FAA Section 609 (which
 
requires such local currencies to be made
 
available to the U.S. governnent as the
 
U#S. determines necessary for the
 
rbquirements of the U.S. Government, and
 
which requires the remainder to be used
 
for 	programs agreed to by the U.S.
 
Government to carry out the purposes for
 
which new funds authorized by the FAA
 

Itwill promote economic
 
stability by providing
 
vital foreign exchange
 
required for Turkey's
 
development.
 

No.
 

-No.
 

Not applicable.
 

a) Yes.
 

b) 	No local currency 
.equivalent will be
 
generated by this
 
cash transfer.
 

c) 	CN expired on
 
December 2, 1988.
 



would themselves be available)? (c) Has
 
Congress received prior notification
 
providing in detail how the funds will be
 
used, including the U.S. interests that
 
will be served by the assistance, and, as
 
appropriate, the economic policy reforms
 
that will be promoted by the cash
 
transfer assistance?
 

2. Nonproject Criteria for Development
 
Assistance
 

a. FAA Secs. 102(a), 111, 113, 281(a). Not applicable.

Extent to which activity will (a)

effectively involve the poor in
 
development, by expanding access 
to
 
economy at local level, increasing

labor-intensive production and the use of
 
appropriate technology, spreading

investment out from cities to small towns
 
and rural areas, and insuring wide
 
participation of the poor in the benefits
 
of development on a sustained basis,

using the appropriate U.S. institutions;
 
(b) help develop cooperatives, especially

by technical assistance, to assist rural
 
and urban poor to help themselves toward
 
better life, and otherwise encourage

democratic private and local governmental

institutions; 
(c) support the self-help

efforts of developing countries; (d)

promote the participation of women in the
 
national economies of developing

countries and the improvement of women's
 
status; and (e) utilize and encourage

regional cooperation by developing
 
countries?
 

77
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b. FAA Secs. 103, 103A. 104, 105, 106,

120-21. Is assistance being made
 
available (include only applicable

paragraph which corresponds to source of
 
funds used; if more than one fund source
 
is used for assistance, include relevant
 
paragraph for each fund source):
 

(1) [103] for agriculture, rural
 
development or nutrition; if 
so
 
(a) extent to which activity is
 
specifically designed to increase
 
productivity and income of rural poor;

[103A] if for agricultural research,
 
account shall be taken of the needs of
 
small farmers, and extensive use of
 
field testing to adapt basic research
 
to local conditions shall be made; (b)
 
extent to which assistance is used in

coordination with efforts carried out
 
under Sec. 104 to help improve

nutrition of the people of developing

countries through encouragement of
 
increased production of crops with
 
greater nutritional value; improvement

of planning, research. 'nd education
 
with respect to nutrition, particularly

with reference to improvement and
 
expanded use of indigenously produced

foodstuffs; and the undertaking of
 
pilot or demonstration programs

explicitly addressing the problem of
 
malnutrition of poor and vulnerable
 
people; and (c) extent to which
 
activity increases national food
 
security by improving food policies and
 
management and by strengthening
 
national food reserves, with particular
 
concern for the needs of the poor,

through measures encouraging domestic
 
production, building national food
 
reserves, expanding available storage

facilities, reducing post harvest food
 
losses, and improving food distribution.
 



(2), (104] for population planning

under Sec. 104(b) or health under Sec.
 
104(c); if 
so. extent to which activity

emphasizes low-cost, integrated

delivery systems for health, nutrition
 
and family planning for the poorest

people, with particular attention to
 
the needs of mothers and young

children, using paramedical and
 
auxiliary medical personnel, clinics
 
and health posts, commercial
 
distribution systems, and other modes
 
of community outrearch.
 

(3) [105] for education, public

administration, or 
human resources
 
development; 
if so, (a) extent to which
 
activity strengthens nonformal
 
education, makes formal education more

relevant, especially for rural families
 
and urban poor, and strengthens
 
management capability of institutions
 
enabling the poor to participate in
 
development; and (b) extent to which
 
assistance provides advanced education
 
and training of people of developing

countries in such disciplines as are
 
required for planning and
 
implementation of public and private

development activities.
 

(4) [106] for energy, private

voluntary organizations, and selected
 
development problems; 
if so, extent
 
activity is:
 

(i)(a) concerned with data collection

and analysis, the training of skilled
 
personnel, research on and
 
development of suitable energy
 
sources, and pilot projects to test
 
new methods-of energy production: and

(b) facilitative of research on aid
 
development and use of small-scale.
 
decentralized, renewable energy
 
sources for rural areas, emphasizing

development of energy resources which
 
are environmentally acceptable and
 
require minimum capital investment;
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(ii) concerned with technical
 
cooperation and development.

especially with U.S. private and
 
voluntary, or regional and
 
international development,
 
organizations;
 

(iii) research into, and evaluation
 
of. economic development processes

and techniques;
 

(iv) reconstruction after natural or
 
manmade disaster and programs of
 
disaster preparedness;
 

(v) for special development

problems, and to enable proper

utilization of infrastructure and
 
related projects funded with earlier
 
U.S. assistance;
 

(vi) for urban development.

especially small, labor-intensive
 
enterprises, marketing systems for
 
small producers, and financial or
 
other institutions tohelp urban poor

participate in economie and social
 
development.
 

(5) [120-21] for the Sahelian region;

if so. (a) extent to which there is
 
international coordination in planning

and implementation; participation and
 
support by African countries and
 
organizations in determining

development priorities; and a
 
long-term. multidonor development plan

which calls for equitable

burden-sharing with other donors; (b)

has a determination been made that the
 
host government has an adequate system

for accounting for and controlling
 
receipt and expenditure of projects

funds (dollars or local currency

generated therefrom)?
 



c. FY 1989 Appropriations Act. 
 Have 

local currencies generated by 
the sale of
 
imports or 
foreign exchange by the
 
government of 
a country in Sub-Saharan
 
Africa from funds appropriated under
Sub-Saharan Africa, DA been deposited in
 
a special account established by that
 
government, and are these local

currencies available only for use, in
accordance with an agreement with the
United States, for development activities

which are consistent with the policy

directions of Section 102 of the FAA and
for necessary administrative requirements

of the U. S. Government?
 

d. FAA Sec. 107. Is special emphasis

placed on use of appropriate technology

(defined as relatively smaller,

cost-saving, labor-using technologies

that are generally most appropriate for
the small farms, small businesses, and

small incomes of the poor)?
 

e. FAA Sec. 281(b). Describe extent to

which the activity recognizes the

particular needs. desires,, and capacities

of the people of the country; utilizes

the country's intellectual resources to
 encourage institutional development; 
and
supports civic education and training in

skills required for effective

participation in governmental and
 
political processes essential to
 
self-government.
 

f. FAA Sec. 101(a). Does the activity

give reasonable promise of contributing
to the development of economic resources,
 
or to the increase of productive

capacities and self-sustaining economic
 
growth?
 

Not applicable.
 

Not applicaOble.
 

Not applicable.
 

Yes.'
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BET.EEN 
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WITH 

SIG!IATURE CF EA.H PERSONIII SICH STAIEIIEIIT: 

TO W1ICH(B) A DESIGNATION OF THE BAIII ACCOUNT THE 
WITHARE TOBE DEPOSITED, TOGETHER IHEGRANT PROCEEDS 

ISGRANTEE'S STATEKEIIT THAT SUCHBANKACCOIT 
IN THEMANIERESTABLISHED AIIOVILL BE MIAIIITAIINED 
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OF THE REPUELIC OF TURKEY PURSUANT
AUTHOPIZED TOSECTION 
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AUTHORIZED AIID/OR RATIFIED ANDEXECUTEb'OlI BEHALF OF THE
 

GOVERIINENT OF THE REPUELIC OF TURKEYANDTHAT IT
 

CONSTITUTES 
 A VALID AN1DLEGALLY BIIIDING OBLIGATIOH OF 

OF THE REPUBLIC OFTURKEYIN ACCORDANCETHE GOVERNMENT 
VITH ALL ITS TERMS.
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ROhPTLYSPECIFIED INI SECTION 2.1 HAVEBE[II MET, IT VILL 

NOTIFY THE GRANIEE.
 

SECTION 2.3 TERMINAL DATEFORCVIIDITIOIIS PRECEOCIIT 
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IF ALL THE CONIOITIOIS SPECIFIED IN SECTION 2.1 HAVE NOT 


BEENlMET WITHINl t1IN1ETY(931 DAYSFROMTHEDATEOF THIS 

A.PEEMENT, OR SUCHLATER DATEASA.i.D. MAYAGREEIII 

RIIIIIG, A.I.D., AT ITS OPTION, IliY TERMINATE THIS 

AGREEMEN1TBY VRITTENJ NOTICE TO1hE GRANTEE. 

ARTICLE III 


DISEURSEM1ENTS 


SECTION 3.1 DEPOSIT OF DISBURSEIIENTS 

AFTER SATISFACTION OF THECONOITIOIIS PRECEDENT,AT THE 

WRITTEN REQUESTOr THEGRANTEE,A.I.0. WILL DEPOSIT THE 

GRANTPROCEEDS IN A BANKORBANKSDESIGNATED III URITING 

BY THEGRAIITEE PURSUANTTO SECTION 2.t (8) ABOVE. 

SECTION 3.2 DATEOF DISBURSEMENT 

DISBURSEMEIIT BY A.I.D. WILL BEDEEMEDTO OCCURONTHF 

DATE A.I.D. MAKES DEPOSIT TO THE BANiKOR BANKS 

DESIGNATED PURSUAIIT TOSECTION 3.1. 

ARTICLE IV 


SPECIAL COVENANTS 


SECTION 4.1 NO USE FOR MILITARY OR OTHER SPECIFIED 


PURPOSES 


IT IS THE UNDERSTAIIDIIIG OF THEPARTIES THAT THE GRANT 

WILL NOTBEUSEDFORFINANCING MILITARY REQUIREMENTS OF 

ANYKIND, IIICLUDING THEPROCUTEIIEIT CF COMMODITIES CR 

SERVICES FORMILIIARY PURPOSES REPAYEIIT OF DEBTORTHE 


INCURRED FORSUCHPROCUREMENT. THEGRANTFE
ILORWILL 

USEDFOR SUCKOTHER PURPOSES AS MAY EE SPECIFIED IN 

IMPLEMENTATION LETTERS BY A.I.D. 

SECTION 4.2. USESOF GRAIIT PROCEEDS 

(A) THE GRANT PROCEEDS VILL EE USED BY THE GRANTEE FOR 

ANYORALL OF TWE FOLLCWING PURPOSES DETERMINED BY THE 

GRANTEETO BE NECESSARYFORBALAICE OFPAYMENT PURPOSES 

IN THE FOLLOWIIJS ORDEROF PREFEHEICE: 11) FIIIAICING THE 

IMPORTATIOIN OF RAW MATERIALS, IiTERMEDIATE AN CAPITAL 


GOODS ORSERVICES ANDESSENTIAL GOODS THE
CONSUMER FROM 

UNITED STATES; (2)SERVICING CF EXTERNAL DEBT COED TO 


THEUNI1ED STATES GO'VERNENT, OTHERTHAN10 REPAY U. S. 

FOREIGIN MILITARY SALES (FMSI DEBT; (3)DEBTOWEDTO 

MULTILATERAL DEVELOPMENTBAIKS, OR-TOTHE INITERNATIOIIAL 


MONETARY 
 OPUSESAS AGREED 


IN WRITING BETWEII THEPARTIES. 

FLNO; AND (4) OTHERPURPOSES 

.18) IF IT SHOULDBE DETERMINED THATTHE GRAiTEE MAYPLO 

BE ABLE 10 UTILIZE THE DOLLAR PROCEEDS IADE AVAILABLE 

UNDERSECTIONS 4.2 1.2 (3)OF THIS(A) (IT THROUGH (A) 


GRAIIT IN A REASONABLE PERIOD CF TItlE ANDKEEPWITHIN 


THOSECATEGORIES OF USES,A. I.0. IS PREPARED TO CONSIDEI 


A ,RITTEIT REOUEST ELIGIBLE OF USES
TOEX.PAIID CATEGORIES 

OF THE DOLLAR PROCEEDS TO IICLUDE, INTER ALIA, INlORDER 


DEBT OGWED THE 


UNITED STATES, SERVICII:G OF DEBTOIIEO TO A.I.D. 


GEOGRAPHIC CODE895 COUNTRIES, ANDFINAICING 


OF PREFEREIICE, SERVICING OF CCOIlERCIAL IN 

OF IMPORTS
 

FROMlCODE899 COUIITRIES. 


PLACED 


IITO THESEPARAIE ACCOIIT SHALL 

(C ANY IIITEREST EArlIED ON THEDOLLAR PROCEEDS 

OR ACCOUNlTS BE TREATED 


AS IF IT VEREPRINCIPAL (I.E., GRANTPROCEEDS).SHOULD 


THEREDE A PERIOD OF TIIIEBET:EEILTHE DISBURIEfE11T OF 


THECASHTRANSFER A1IPLLTIMATE OrIISPO^,ITIOII THE 


PROCEEDSIII THES[PAPAIE ACCOlIT ICR ACTUALLY PGREEP 


STATE 258816 1)191 ('611.4 

PURPOSES, IT IS ,GrEED THT, IN 7' INTEPEST OF GOD 

CASHIAIASEIIENT FRIIIUCIPLES, THEGRANTEEHAYPLACETHE 

GRAIITPROCEEDS IIK VARIOUS LOIJISN, Nii-SPECULATIVE 

FINANCIAL 111STRU-EN1IS IN THEUNITES STATES PENDlINS 

ULTIItATE L:SEOr THOSEPROCEECS.SUCHIIIIEFE.T-EEARING 
IN¢CLLDE STATESFINAIICIAL IMIYI.U: EIS My UNITED TREASU'FY 

HIGH OALITY
SECURITIES, CERTIFICATES OF DEFOSIT, A'iID 

ACCUIITS. PRIOR 10 THE TIIIlCF ULTIMATE 

DISPOSITION OF TEE SEPARATE AC OUIIT 
tOIIEY HIARV.EY 

PFOCEEDS FOR II1FORT
 

FINANCING, DEBTSEr ICI iG, O OII1ER ACREEDUSES, GRANT 

PROCEEDSSHOULDCOT BE COIIVERTEO TO OREXCHAJGED FORTHE 

CURRENCIES CF CONTRIES OTHERTHAII THEUNITED STATES CR 

OTHERWISE PLACED III INTERIIATIONAL FINANCIAL MARKETS. 

THETEMPORARY PLACEIMIEIT PRCCEEDS FINANCIALOF GRANT III 

INSTRUMENTS, OTHERTHAINTHOSESTIPULATED ABOVE,SHALL BE 

A MATTER OFCONSULTATION ANDAGREEMENT THETWOBETWEEN 

PARTIES.
 

(D) IIE17AER PARTY EXPECTS THAT GRANTPITOCEEOSIOULD BE 

USED OTHER THAN FOP THE ELIGIBLE PURPOSES SET FORTH
 

ABOVE. S.OULD THIS TURN OUT FOR WHATEVER REASONS NOT TO 

SHALL 

DEPOSIT, FROMITS OWNFOREIGN EXCHANGE, 
BE THE CASE,HOWEVER,THE GRANTEE PROMPTLY 

A COMMENSURATE 

THESEPARATE ANDTO 

TREATSUCHDEPOSIT AS PRINCIPAL UNDER THE CASH TRANSFER 

AGREEMENT. THAT IS TO SAY, SUCH DEPOSITS VOULD BE SPENT 

FOR ELIGIBLE PURPOSES AS NOTED ABOVE AND ACCOUINTING
 

AHOUUTOF DOLLARS IN BANKACCOUNT 

WOULD TAKE PLACE INIACCORDANCE VITH THE PROCEDURES SET
 

FORTH Il THE A2REEIlENT.
 

SECTION 4.3. ACCOUNTING FOR GRANT PROCEEDS 

THE PARTIES AGREE ON THE FOLLOVINiG APPLICABLE PROCECURES:
 

(A? GRANT PROCEEDS WILL BE DEPOSIT D TOA BANKACCOUIT 

ESTABLISHED BY YWEGRANTEE SOLELY FORTHERECEIPT OF 

CASHTRAN"FER ASSISTANCE SUCHPROCEEDSFROMA. I.D. MAY 

WITH SOURCENOTBE CO.'111GLED OTHERFUNDSFROMWHATEVER 

PRIOR TO THEIR USE FOR ELIGIBLE PURPOSES PURSUANT TO 

SECTION 4.2 HEREUNDER. INI OTHERWORDS,DOLLAR PROCEEDS 

DEPOSITED III THE.SEPARATE ACCOUNTSHOULDBE USED 

DIRECTLY FROM ACCOUNT COMINGLIIG WITH OTHERTHAT W1IHOUT 


FOREIGN EXCHANGE AlY IN1TEREST
ACCOUNTS.SHOULD BE
 

EARNEDONSUCHACCOUNT,SUCHINTEREST WILL BE TREATED AS
 

THOUGHIT WEREPRINCIPAL GRANTPROCEEDS)
(I.E., RECEIVED 

UNDER THE TERMS OF THIS AGREEicNT.
 

(8) THE GRANTEE WILL MAINTAIN FINANCIAL DOCUMENTATION,
 
BOOKS,ANDRECORDS,INI ACCORDANCE GENERALLY
WITH 


ACCEPTEDACCOUNTING PRINCIPLES ANDPRACTICES, CONCERNING
 

USEOF GRANTPROCEEDS FORA PERIOD OF THREEYEARSFROlM 

THE DATE OF THIS AGREEMENT. WITHIN ONE YEAR OF THE 

DISBIRSEMIETNT BY A. I.D. CF GRANTPROCEEDS,THEGRIANTEE 

WILL ADVISE A.I.D. IN WRITIIIG, VITH APPROPRIATE DETAIL,
 

HAVEDEENPUT.ORTHEUSES TO WNICHSUCHGRANTPROCEEDS 
REQUIRED HEREUNDER
 

SHALL BE AVAILABLE FOREXAIIIIIATION BYA. I.D. OR AllY OF
 

ITS AUTHORIZED REPEESEIITATIVES AT ALL TIMES AS A. I.0.
 

THEDOCUMENTATION, BOOKSANDRECORDS 

MAY REASONABLY REQUEST FOR A PERIOD OF THREE (3)YEARS
 

AFTERTHE DATEOF FINAL DISBURSEIIENT BY A. I.0. UNDER 

THIS AGREEMENT. 

RECORDS AT LEAST 


DOC THEVII 'DrAWAL DISPO31IION OF DOLLAR FUNDS
 
(C) FIIINCIAL SHOULD CE SUITABLE TO 

-UNINT AhD 


DIRECTLY fROIITHE SEPAR:TE ACCOUIITFORELIGIELE USES.
 

THIS DOCUEIITAPY EVIDEIICE MIGHT, FOREXAPLE, TAKETHE
 

FOPIROF LETTERS OF CREDIT ORBANL,STATEIIENTS III S'IPPCPI 

OFACTUAL TRANISACTIO:IS FOR SPECIFIC PLRPOSES. IN THE 

CASEOF DEBI, TIllS t;Y INCLUDECENTRALIIANITAND 

COV.iI[PCI'AL I.ANKCOC1.1[E:IS DEIfOI:S1PATING THATSEPARATE 

BEST AVAILARBiLE- MENT[ 3
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ACCOUNT DOLLARS ,ERE IRAIISFERREO TO AN ACCOUNT FOR 

EXTEF AL DEBT REFAYMEINI,ANDTHATDEBTSERVICE PAYMENTS 

WERE MADEWITH THOSE FUNDS. ANY QUESTIOt OH	THE 
SECTION 
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REQUIREMTEITS OF ACC3'JlITIIIG SET FTCqTIIII THIS 

SHOULDBE THE SUBJECT OFCONSULTATION BETWEENTHE 

PARTIES.
 

ARTICLE V .lEGOTIATION 

IISCELLANEOUS 


SECTION 5.1. COMIIICATIONIS
 

THE GRANTEE UNDERTAKES T0 PROVIDE TO A.I.D. SUCH 


10 THE ECOIIOIC ANDFINANCIALINFORMATION 	 RELATI11 
SITUATION AND RELATED PROBLEMS OF THE GRANTEE AS 


I1URITING BY A.I.D. ANY
REASCNABLY 	 AY BE REQUESTED 
NOTICE, REQUEST,DOCUMENTS,01 OTHERCOMIUHICATION 

THIS
SUBHITTED BY EITHER PARTY TO THE OTHER UNIDER 


AGREEMENT WILL BE IN VRITING OR BY TELEGRAM OR CABLE, 


AND VUILLBE 	DEEMED DULY GIVEN OR SENT WHEN DELIVERED TO 


SUCH PARTV AT THE FOLLOWIHS ADDRESS: 


TO TURKEY: 	 MINISTRY OF FINANCE 

GOVERIIMENT OF THE REPUBLIC OF TURKEY 

ANKARA, TURKEY 

TO U.S.-	 U.S. AMBASSADOR 


U.S. EIIBASSY 
ANKARA, TURKEY 


ALL SUCHCOhUNICATION 'ILL BE IN ENGLISH, UNLESS THE 
OTHER ADDRESSES MAY 


THE 

PARTIES OTHEIWISE ASREE IIIWRITING. 


BE SUBSTITUTED FOR THE ABOVE UPON GIVING OF NOTICE. 


GRANTEE, IIIADDITIO'I, 'ILLPROVIDE ; -1DIRE.TCR, OFFICE
 

OF PROJECT DEVELOPMiEIIT, ASIA/NEAR EAST (4.IEi 	 EUREAU, 

A.I.D. WASHINGTON, 9. C. 23523, W.ITHA COPY OF EACH
 

COHMIUNICA'IO3 SENT TO THEU.S. EMBASSY IN ANKARA. 


SECTION 5.2. REPRESENTATIVES 


FOR ALL PURPOSES RELEVANT 10 THIS AGREEMENT, 	THE GRAITEE 


WILL BE REPRESENTF11 BY THE INDIVIDUAL HOLDING OR ACTING 


IN THE OFFICE OF IIINISTER OF FINANCE AID A.I.D. VILL BE 

REPRESENTED BY THE U.S. AMBASIADO0, EACH OF Y/HOM,BY 


WRITTEN NOTICE, MAY DESIGNATE ADDITIONAL 


TIE NAMES OF IHE REPPESEIITATIVES OF 

THE GRANTEE, WITH SPECIMEN SIGNATURES, WI-L BE PROVIDED
 

TO A.I.D., 	 4IICHHAY ACCEPT AS DULY AUTIIORIZED AN 


INSTRUMENT SIGNED BY SUCH REPRESENTATIVES IN 


REPRESENTATIVES. 


RECEIPT OF 


WRITTEN NOTICE OF PEVOCATION OF THEIR ALTHORITY. 

IMPLEMENTATION OF THIS AGREEhENT, UNTIL 


SECTION 5.3 AMENDMENT 


BY THE EXECUTIOII OF 


WRITTEN AMENDMENTS BY THE AUTHORIZED REPRESENTATIVES OF
 
THIS AGREEMENT MAY BE AMENDED 

BOTI OF THE 	PARTIES. 


IN WITNESS WHEREOF, THE REPUBLIC OF TURKEY AND THE 


IIHI1ED STATES OF AMERICA, EACH ACTING THROU H ITS DULY 

REPFESEIITATIVES, HAVE CAUTED THIS AGREEMEIIT
AUTIHORIZED 
TO BE SIGI:ED IN TIIEIR NAIIES AUD DELIVEPED AS OF THEDAY 

AND YEARFIRST AE VE %RITTEl. 

FOP TIE UNITED STATES OF AMERICA 


II.!.AMBASSADOR 


0391 064104 	AID5597
STATE 3,$215 


FOR THE REPUBLIC CF TURKTEY
 
AID',5B7 


AriDFOREIGN TRADEOF TAEAYIURYUNDERSECRETARY 

END TEXT.
 

AND3. ITEMS TO PARTICULARLY NOTE DURING DISCUSSION 

WITH THE GOTINCLUDE THEFOLLOWING: 

A. THEU.S. DOLLAR AMOUNTIS DOLS. SIXTY MILLION IDOLS 
60, coo, Bo)). 

B. SECTION 	4.2 (A) 13)INIDICATES THAT GRANT DOLLARS BAY
 

BE USEDTOPAY DEETOWEDTO MULTILATERAL DEVELOPMENT 

BANKS OR THE IMF. I4IS PROVISION IS SUBJECT 	TO 

ADIMINISTRATOR FORCOICURREHCE 	CF THEA. 1.0. ASSISTANT 
WHICH HAS NOT YET BEEN
ASIA-INEAR EAST IAA/ATIE), 


CRTAIIhED. IN LIGHT OF THE MAGNITUDE OF TURKEY'S 

OBLIGATIONS 	 10 THE VIRLD BAN4 AND IMF, AA/ANE WJILLEE 

REQUESTED TO PROVIDE SLCH CO;ICURRENCE IN THE CONTEXT OF 

ASSISTANCE APPROVAL DOCUIIENT
 

(PAAD) WHICH JILLAUTHORIZE THE CASH TRANSFER.
 

FOLLOWING PROCEDURE DESCRiEED IN PARA. I OF THIS CAELE,
 

APPROVING THE PROGRA.'I 


AID/ JILL NOTIFY EB.ASSY lVEN PAA3 APPROVED, AND 
AT THATOBTAINED AS RE.QUESTEDCONFIRM THATCCOCURR-NCE 

TIME. IN ADDITION, ?LEASE NOTE THAT DESPITE 	ORDER OF 

PREFERENCE III SECTiON 4.2 (A)OF THE AGREEMENT, GOT'S 

STRONG DESIRE TO APPLY DCLLAR PROCEEDS TO IIONMILITARY 

DEBT SERVICE MAY BE HCORED. SUCH DEBT SERVICE TOU.I'. 

SHOULDTAXEPRECEDENCE.HOWEVER, PAYMEN' 

COULDBE MADEFCRIULTILATERAL DEBT (SUBJECT TO AA/ANE 
GOVERIJU'EHT 

v 
COKCURREKCE IF DETERTMINEDNECESSARY B THEAS DISCUSSED) 
GOT TO UTILIZE THE GRANT IN A TIMELY MANIER AND TO
 

MANAGE FOREIGI EXCHA'IGE FLOS.
 

IT SHOULDBEC. W1ITHRESPECT 0 SECTION 4.2 (A) (4),IF 

MAYNOTBE ABLETO UTILIZE THEDETERMINED THAT TURhEY 
OF TIME AlD KEEP WITHIN THEGRANTIII A REASONABLE PERI03 

(A (C)OFTHEPERMITTED USES AS DE;UIIED IN SECTION 4.2 


DRAFT AGREEMENT,A. I.0:COULDCONSIDER A REQUEST, 

SUPPORTED BY APPROPRIATE 
INFOR.IATION AND JUSTIFICATION,
 

TO EXPAND ELIGIBLE CATEGORIES OF USES OF THE GRANT
 

CONSISTENT ITH A.I.D.'S POLICY ON USE OF CASH 

TRANSFERS. FOR EXAtLE, AA/ANE COULD BE SREUESTED TO 

AUTHORIZE PAYMENT OF TURKISH OFFICIAL DEBTTO U.S. 

PRIVATE SECTOR ENTITIES.
 

D. IFGRANT 	DOLLARS VILL BE USED TO PAY BACK DEBT,
 

PARTICULAR ATTE'ITIOl MUST BE PAID TO GUIDANCE ON THE
 

PROHIBITION OF FINANCING ITEMS WIH 
SPECIFIC LEGAL
 

PROHIBITIONS, E.G., ABORTION EQUIPMENT, WHICH MAY HAVE
 

TO BE SPELLED OUT INSUBSEQUENT IIPLEIEIITATION
 

LETTER(S). THIS IS IIIADDITION TO PRECLUSION OF DEBT 

FOR MILITARY ITEMS. SECT:C:S 4.1 AND4.2 IB)OF THE 

AGREEIIEiIT TEXTCOVERTHIS PROBLEM. 

E. SIMILARLY, IF GRAINTDOLLARS ARETO BEUSEDFOR 

PURCHASE OF IMPORTED GOODS, ADDITIOIIAL PROJECT 

CLEARLY DEFINE HOFALLOVABLE
IMPLEN!1ITATIC'I LETTERS LJYIC4 


ITEMlSWILL BE SEIT Ef TPE ENIASSY. THIS IS ALSO COVERED. 

BY SECTIONS 4.1 AfJUI.? il) AII/W '4iLt PROVIDE 

TO EMBASSYIN RE11OID I0 AY 1IECESSAPYGUIDANCE 
II OUTLLNED IN THISIMPLCEMETATIO'l LETTERS SITUA7TIO'IS 

PARA OR PAPA 3 (D)PSOVE. 

4. 10 ASSI';TAIDI1 Il CA.RYIIIG OUT ITS RESPONSIBILITY 

THE1SENCY' IIf'LLIENIATIOI OF IRE 

PROVISIGII CF THI FY 159 iiFFRO-"RIAIIO1:S ACT, WHICH 

REUIES'TH[ ESIASLI.HMIENT OF EPARtAIE FORAll 

FOROVERSEEh114. 

siCCrQUlITS 


BEST AVAILABLEIOCUMENr"
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ESF CASHTIAIISFERS, THEFOLLOWING IiFORIMATION MUSTBE 

INlCLUDED INIAlY EIBASSY C.BLE REQUESTINIG DISBURSEIMEIIT 

IIIJDERTHEGRANT: 

A. DESCRIPTIOI OF 1HE MEA!ISBY ViICII FURDS1I.Y BE 

WITHDRA',l FROM THESEPARATE ACCOLD!ITDOLLAR IITO WHICH 
AlLYCO:IDIT10STHEDISSUP.SEEMEITIS tAOE, IIICLL'DIVIG 

AllY INOTIFICATICl REOUIREIEIITS.PRECEDE:IT AhD 

B. A ERIEF DESCRIPIIO1I OF HOWTHE SPECIAL ACCOUNT 

REOUIRE,1EIT. FO: LOCAL CURREl CY COITAIIIED IN THEFY 1939 
I3 THE CASE OF
APPROPRIATICIIS ACTHAS .EEl IMPLEMENTED. 

TURKEY, THE AA/AIlE WILL BE RECVESTED TO WAIVE, IN THE 

CONTEXT OF APPROVING THE PAA.,THE REQUIREMENT THAT THE 

AT LEASTGOTSET ASIDE All ArOUAT OF LOCALCURRE3iCY 

ECUIVALENT TO THE GRA-IT,FOR PROGRAIIIG FOR IUTUALLY
 

AGREED 9PON PURPOSES.
 

C. ALTHOUGH THE AMBASSADOR HAS OVERALL RESPO4SIBILITY
 

FORASSURING THATDISBURSEIIENTS 11170AID WITHDRAWALS 

FROM THE SPECIAL ACCOU1IT ARE MONITORED, THE IS VOULD
 

LIKE THE NA.E OF THE PERSONIWITHIN THE EIBASSY VHO HAS
 

RESPOIISIBILITY FOR DAf-TO-DAY OVERSIGHT OF THE SPECIAL
 

ACCOUNT. 

EIIGASSSY SHOULD INSURE T.AT ADEQUATE PROCEDURES ARE
S. 


ESTABLISHED TO ACCGUIT FORTilE FU!lDS GOING INTO AND OUT 

Of THE SEPAPATE ACCOUAT. 

6. PLEASE DO NOT HESITATE TO BE IN TOUCH WITH JOAN
 

SILVER (PHOiE 202-647-6919) Ot ANY QUEST1ONS YOUOR THE 

GOT MAY HAVE C4 TEST OF THE AGREEHEIT, OR RELATED ISSUES 

WITH AID DESK OFFICER CHRISTIIIE ADAMCZYK 

1202-647-?7.€4). I;HITEHEAD 

AID65S7
 

UNCLASS IFIEll
 



UNCLASSIFIED 
 INCOMING
 
TELEGRAM
Deparhfi-entof State 

PAGE 01 ANKARA "15433 00OF 02 211727Z 6114 96935S AID4313 

ACTION AID-D 


.................................................................. 


ACTION OFFICE ANPO-05
 
INFO AHIAA-Pl CC-Cl GCAN-02 ANME-03 AIIEG-02 RELO-01 IELE-01 

/916 A2 C21
 
................................................................ .. 


INFO LOG-Cl ADS-O EUR-O0 EB-Ca SSO-99 L-03 /903 W 
---------------- 110745 211721Z /19 45 


0 2116011 NOV 88 

FN AMEHBASSY ANHARA 
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IZrIRANICONSUL 

UNCLASANKARA 15433 

E.O. 12256: DEOCLOADR
 
TAGS: EAID, TU 
SUBJECT- GOT COMENTS ON DRAFT ESF AGREEMENT 


REF: STATE 368116 


1. SUIIMARY - GOTREPRESENTATIVES HAVENOOBJECTIONS 

TO PROPOSED OFTHE DRAFT CNLY
TEXT ESFAGREEMEIIT. 

MINOR TECHNICAL CHANGES TOEXECUTE
WILLEERECUIRED 
THE AGREEMENT DICE AUTHORIZED. WE UCULD APFRECIATE
 
EXPEDITIOUS CONSIDERATION OF THE PROPOSED CHANGES SO 

WECAN RESPOND TOTHE GOT ASAP. 


WITH PRECEDENT 
DISBURSEMEIT, THE GOT ':AS INIITIATED PROCECU.ES TO 
ESTABLISH A SEPARATE ACCOUNT FOR RECEIPT OF FY 39 
FUNDSAIIND USD11,735.3S. THIS AKOUNT 

2. IN ACCORDANCE THECONDITIONS TO 

HASDEPOSITED 
CORRESrO DS TO THEA;OUNT WHICH HAD EEENTR..SFRERRED 

TO THE GOT'S GENERAL ACCOUNT AT THE END OF LAST YEAR 

CONTRARY TO THE PROHIBITION ArAINST COMMIIIGLIIG OF
 

FUNDS. END SUM"ARY 


3. ECONOFF COIIVEYED CCPIES OF THE DRAFT 1SF 

AGREEMENT TO UN)ERSECRETARIAT OF TREASURY AND FOREIGN 
TRADE PJIFT) 16AND 17. THEYOFFICIALS ONNOVEMBER 
NOTEDCHAN4GESIN THEAMOUNT U'ROMOFTHEGRANT USD 32 
MILLIOlI T0 USD50 MILLION) CHANGESAND III SECTIOII 2.1 
(C)AND (D).LAST YEAR UTFT'S LEGAL ADVICO' EXECUTED 

A LEGAL ON THEEXECUTION THEA6REEMENT.OPINION OF 
PLEASE ADVISE ViETHER PROPOSED TEXT AS FOLLOWS) 
BASED ON LAST YEAR'S LEGAL OPINIOI MEETS THE 
CONDITIONS DESCRIBED INISECTION 2.1 D). 

4. PROPOSED TEXT OF LEGAL OPINION - "COIICERHING 
ASSISTANCE AGREEMENT (BLANK) THEDATED BETWEII 
REPUBLIC OF TUR4.EY AID THE UNITED STATES OF AMERICA 
ACTING THROUGH FOR IIITERNATICNALTHEAGENCY 
DEVELOPMEIT (AID) IN THE AMOUNITOF SIXTY MILLION
 

UNITED STATES DOLLARS (USS50, 00,0001, 

--1,THE UNDERSIGIIEO MUFITKCLDAS, FIRST LEGAL 
ADVISOR FOR THE UNIDERSECF.ET.RIAT OF TREASURY AND 

FOREIGII TRADE,HEREBY CECLAFE THEFOLLOVING TOBE MY 

LEGAL AND CCNSCIElITIOU CPINIOH. 

(1) MR. YAVUZ CA;EVI, UIYEFSECRETARY OF THE TREASURY 

AND FOREIG'I TRADE, I- AUTHORI.EO TO SIGN THIS 

ASSISTAINCE AGRE;ItNT 0:1 BEHALF OF THE REPUBLIC OF 
TURKEY. 

OLLY AND 
EXECUTED ONIBEHALF OF THE REPUBLIC OR TURVEY AND THAT 

IT COIISTITUTES A VALID, LEGALLY BIIIDING OBL'IGATION OF 

(7) THIS AGREEMENT HAS BEENT AUTHORIZED 

ANKARA 15433 D OF 02 21727Z 6184 065355 A1D4313
 
THE REPUBLIC OF TURKEY INACCORDANCE WITH ALL OFITS
 
'TERMS. END PROPOSED TEXT
 

5. IN ADDITION, THEY NOTEDTHEFOLLOWING CHANGES: 

r-
SECTION 3.3 IN LAST YEAR'S AGREEMENT SET THE
 

TERMINAL DATE FOR REOUESTING DISBURSEMENT OF FUNDS
 
SIX MONITHS EXEtCAfO' AGREIIT HAS BEEIIAFTER OFTHE 
CE'oED. THE GOT INTERRETS-THIS AS AN IMPROVEMET• 
FROMTHEIR PERSPECTIVE BECA'3E III THEABSEICE OFSUCH 
A UZRMIIIAL DATE,THEY RECUESTCOULD DISSUR.EEIENIT 
AFTER SIX MONTHS HAS ELAPSED.
 

-- SECTIO!I 4.1 (SPECIAL COVEIIA.TS) PROHIBITS THEUSE
 
OFFUNDS "OR OTHER PURPOSES.
FCRMILITARY SPECIFIED" 
PREVIOUSLY, OILY MILITARY PURPOSES HADBEEII 
PROHIBITED.
 

-- SECTION 4.2 (8)ADDS LANGUACE DESCRIBING ALLOWABLE 
PURPOSES FOR USE OF FUNDS.
 

SECTION 4.? ADDS LANGUAGE WHICH SPECIFIES THAT
 
INTEREST EARNED OI THE ACCOUNIT VILL BE TREATED INTHE'
 

ASGRANTSAMEMANNER PROCEEDS. 

THESECHANGES 'ACCEPTABLE TO THE GOT. ARE 

SUGGEST BE 
MADEINI SECTIONI 
6. UTFiOFFICIALS THEFOLLOYING CHANGES 

5, COI1MUNICATIONS. 

TOTURKEY BEADDRESSED-- COMMUNICATIONS SHOULD TO 
THE PRIME MIISTIRY, UIDERSECRETARIAT OF TREASURY AND
 
FOREIGN TRADE, V!KALELLER CADDESI, N1O.3,
 
BAKAILIKLAR, ANKARA, (THIS IS VICE MIIIISTRvTURKEY. 

OF FINAICE, GOVERNMENT OF THE REPUBLIC OF 'UPKEYT.)
 

-" LIKEWISE. SECTION 5.2 SHOULD BE AMNDED 10 READ
 
THAT THE GR,;,JTEE
WILL BEREPRESENTED BY THE
 
INDIVIOUAL HCLDI*'G OR ICTING IN THE OFFICE . THE
 
UNDERSECRETARY CF TREAVUR" AIIDFOREIGN TRADE (NOT IN 
THE OFFICE OFMINISTER OFFIIIA.CE). 

NUMBER7. THE GOT HASESTABLISHED A SPECIAL ACCOUNT, 
0219/1210/1, AT THE FEDERAL RESERVE FOR THE RECEIPT 
OF FIY85 USO 18,735.35, WHICH(SF FUIIDS. THE AMOIINT 
WAS TRANSFERRED t0 THE GOT GENERAL ACCOUNT AT THE END 
OF LAST YEAR, HAS BEEN DEPOSITED IN THE ACCOUNT IN 
ACCORDANCE WITH SECTION 2.1 (C)OF THE DRAFT 
AGREEMENT. THE O IS AWAITING WRITTEN COIFIRMATION 
OF THIS 7RANSACIOff.
 

STRAUSZ-HUPE
 

UN4CLASSIFIED
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SUBJECT: GOT COMMENTS ON DRAFT ESF AGREEMENT 

REFS: (A) ANKARA 15433; (B STATE 368816
 

1. PROPOSED TEXT OF LEGAL OPINION AS SET FORTH PARA 4
 

REF (A) WILL SATISFY SECTION 2. 1 (DJ CONDITION PRECEDENT 
TO DISBURSEMENT. 

2. UTFT SUGGESTED CHANGES TO DRAFT AGREEMENT SECTION 5, 
REGARDING COMMUNICATIONS AND GRANTEE REPRESENTATIVE .ARE
 

ACCEPTABLE AND .MAY BE INCORPORATED INTO FINAL AGREEMENT.
 

3. GOT INITIATIVE IN ESTABLISHING SPECIAL ACCOUNT AND
 

IN DEPOSITING USD 18,735.35 THEREIN IS WELCOMED. FYI
 

CN WAS FORWARDED TO HILL 11/7/88. WAITING PERIOD WILL
 
EXPIRE 12/2/88. PAAD HAS BEEN DRAFTED AND IS IN
 
CLEARANCE PROCESS. WILL KEEP YOU ADVISED -- END FYI.
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