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No. 2058. GUARANTEE AGREEMENT’ BETWEEN THE
REPUBLIC OF TURKEY AND THE INTERNATIONAL
BANK FOR RECONSTRUCTIONAND DEVELOPMENT.
SIGNED AT WASHINGTON, ON 19 OCTOBER 1950

AGREEMENT, datedOctober 19, 1950, betweenREPUBLIC OF TURKEY
(hereinaftercalled the Guarantor)and INTERNATIONAL BANK FOR RECONSTRUC-
TION AND DEVELOPMENT (hereinaftercalledthe Bank).

WHEREAS by an agreementbetweenthe Bank andThe Industrial Devel-
opment Bank of Turkey (hereinaftercalled the Borrower) (which agreement
andthe schedulesthereinreferredto are hereinaftercalledthe Loan Agreement2)
executedand delivered simultaneouslywith the executionand delivery of this
Agreementandbearingevendateherewith,the Bank hasagreedto maketo the
Borrower a loan in the aggregateprincipal amount of nine million dollars
($9,000,000),or the equivalent thereofin other currencies,on the terms and
conditionsset forth in the Loan Agreement,but only on conditionthat the
Guarantoragreeto guaranteesuchloan as hereinprovided; and

WHEREAS in the Loan Agreementthe Bank and the Borrower haveagreed
to acceptall the provisionsof Loan RegulationsNo. 4,3 datedAugust 15, 1950,
a copyof which is attachedheretoasAnnex A, subject,however,to the modi-
ficationsof said Loan Regulationsset forth in Schedule2~attachedto the Loan
Agreement,said Loan Regulationsas so modified being hereinaftercalled the
Loan Regulations;and

WHEREAS the Guarantor, in considerationof the Bank’s entering into the
Loan Agreementwith the Borrower,hasagreedto guaranteesuchloanas herein
provided;

Now THEREFOREthe partiesheretoherebyagreeas follows

Article I

Section 1.01. The parties heretoherebyaccept all the provisions of the
Loan Regulationswith the sameforce and effect as if fully set forth herein.
Each of the partieshereto agrees to perform all the obligations on its part
to be performedunder the Loan Regulations.

Cameinto force on 28 February1951 upon notification by the Bankto the Governmentof
Turkey.

2 Seep. 342 of this volume.
Seep. 268 of this volume.

‘See p. 352 of this volume.
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Article II

Section2.01. Without limitation or restriction upon any of the other
covenantson its part in this GuaranteeAgreementcontained,the Guarantor
herebyunconditionallyguarantees,asprimary obligor andnot assuretymerely,
the dueandpunctualpaymentof the principalof, andinterestandothercharges
on, the Loan.

Article III

Section 3.01. (a) The Guarantorshall furnish to the Bank such infor-
mation as it shall reasonablyrequestwith respectto financial and economic
conditionsin the territories of the Guarantorand the internationalbalanceof
paymentsposition of the Guarantor. The Guarantor will promptly inform
the Bank of any condition of substantialimportancein the territories of the
Guarantorthat shall interferewith, or threatento interferewith, the perform-
anceby the Guarantorof its obligationshereunder.

(b) Exceptas the Bank shall otherwiseagreein writing, if the Guarantor
or any of its political subdivisions or any agencyof the Guarantoror of any
suchpolitical sub-division shallproposeto incur any externaldebt, or substan-
tially modify the termsof paymentof any thenexisting external debt incurred
by any of them, the Guarantorwill notify the Bank or causethe Bank to be
notified promptly of the particularproposaland,prior to the time of the taking
of the proposedaction, will afford to the Bank all opportunity which is reason-
ably practicableunderthe circumstancesto exchangeviews with the Guarantor
with regardto such proposal; provided, however, that the provisions of this
paragraph(b) shall not apply to

(i) the incurring of additional externaldebt throughutilization, in accordance
with thetermsof any credit establishedprior to the dateof this Agreement,
of any unusedamountsavailable undersuch credit;

(ii) the enteringinto internationalpaymentsor similar agreementsthe term
of which is not more than one year and under which the transactionson
eachside are expectedto balanceover the period of the Agreement;or

(iii) the incurring by T C Merkez Bankasi (Central Bank of the Republic of
Turkey) in the ordinary course of its businessof any indebtednessma-
turing not more than one year after the date incurred.

(c) The Guarantorwill afford to theBank from time to time asthe Bank
shall reasonablyrequestall reasonableopportunity for accreditedrepresenta-
tives of the Bank to visit any part of the territoriesof the Guarantorfor pur-
posesrelated to the Loan.

Section 3.02. Exceptas the Bank shall otherwiseagreein writing, if any
lien shall be createdon any assetsof the Guarantoror any of its political sub.-
divisions or any agencyof the Guarantoror any such political subdivision as
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security for the paymentof any externaldebt, then by the creation thereof
suchlien shall equally andratablysecurethe paymentof the principal of, and
the interestandotherchargeson, the Loan, andin the creationof any suchlien
expressprovision will be made to that effect; provided, however, that this
Section shall not apply to:

(a) any lien createdon property purchased,at the time of the purchase

thereof,solelyassecurity for thepaymentof the purchasepriceof such property;

(b) to any pledgeof commercial goodsto securedebt maturing not more
than oneyearafter the dateincurred andto bepaid out of the proceedsof sale
of such commercialgoods; or

(c) any pledge by T C Merkez Bankasi (Central Bank of the Republic
of Turkey) of any of its assetsin the ordinary courseof its bankingbusiness
to secureany indebtednessmaturing not more than one year after the date
incurred.

Section 3.03 The principal of, and interestand other chargeson, the
Loan shall be paid without deduction for and free from any taxes imposed
by the Guarantoror any taxing authority thereof or thereinand free from all
restrictions of the Guarantor and its political subdivisions. The Guarantee
Agreementand the Loan Agreementshallbe free of any issue,stampor other
tax imposedby the Guarantoror any taxing authority thereofor therein.

Section 3.04. (a) With respectto any investmentmadeby the Borrower
underwhich anypart is providedin currencyother thancurrencyof the Guar-
antor (hereinafter called “ foreign currency “), when and as the Borrower
shall receiveany paymenton accountof the principal of, or returnof the capital
representedby, such part or interest thereon or other income therefrom in
currencyof the Guarantor, the Guarantoror T C Merkez Bankasi (Central
Bank of the Republic of Turkey, hereinaftercalled “ Central Bank “) will
makeavailableto the Borrower atthe currentofficial rateof exchangethe equiv-
alent of the amountso receivedin such foreign currency. The total amount
of foreign currencymadeavailable hereunderin respectof interestand other
income receivedby the Borrower shall not exceedthe total amount payable
under the Loan Agreementon accountof interestand other charges.

(b) All foreign currenciesmadeavailableto the Borrower underparagraph
(a) of this section 3.04 shall he paid by the Borrower into a special account
in the Central Bankand shall be subjectto withdrawal by check,draft or order
on demand for use by the Borrower for the purposeof further investments
and for other operationsor to make paymentsof principal, interestor other
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chargesunder the Loan Agreement,including prepaymentsof principal and
premium, if any, thereon.

(c) Exceptwith the consentof the Ministry of Financeof the Guarantor,
thetotal amountof any foreigncurrencymadeavailableto the Borrower under
paragraph(a) of this section3.04shall not at any time exceedan amountequal
to threetimes the amount of such foreign currencytheretoforewithdrawnby
the Borrower from the Loan Account provided for in the Loan Agreement.

(d) Upon termination of the Loan Agreement,no further currencyoper-
ationsasdescribedin paragraphs(a) and(b) of this section3.04shall takeplace.

Section 3.05. The Guarantorcovenantsthat it will not take any action
which would preventor materially interferewith the performanceby the Bor-
rower of any of the covenants,agreementsandobligations of the Borrower in
the Loan Agreementor the Loan Regulationscontained.

Article IV

Section 4.01. The following addressesare specified for the purposesof
Section 8.01 of the Loan Regulations

For the Guarantor: Ministry of Finance, Directorate General of the
Treasury,Ankara, Turkey

For the Bank: InternationalBank for Reconstructionand Development,
1818 H Street,N. W., Washington25, D. C., United Statesof America.

Section 4.02. The Minister of Financeof the Guarantorin office at the
time in questionis designatedfor the purposesof Section 8.03 of the Loan
Regulations.

IN WITNESS WHEREOF the parties hereto have causedthis Agreement to
be signed in their respectivenamesby their representativesthereunto duly
authorizedas of the day and year first above written.

Republicof Turkey:
By Feridun C. ERKIN

Authorized Representative

International Bank for Reconstructionand Development:
By R. L. GARNER

Vice President
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ANNEX A

(AnnexA of the executedcounterpartsof this GuaranteeAgreementcomprisesLoan
RegulationsNo. 41 of International Bank for Reconstructionand Development,
datedAugust15, 1950,copiesof which are availablefor inspectionat the principal
office of saidBank in Washington,D. C.)

LOAN AGREEMENT

AGREEMENT, dated October 19, 1950, between INTERNATIONAL BANK FOR

RECONSTRUCTIONAND DEVELOPMENT (hereinaftercalled theBank) andTHE INDusTRIAL
DEVELOPMENT BANK OF TURKEY (hereinaftercalled to Borrower).

Article I

THE LOAN

Section1.01. The Bankagreesto lendto theBorrower,on thetermsandconditions
hereinafterin this Agreementset forth or referredto, the sum of nine million dollars
($9,000,000),or the equivalentthereofin currenciesotherthandollars.

Section1.02. The parties to this Agreementacceptall the provisionsof Loan
RegulationsNo.41of theBank,datedAugust15, 1950,acopyof whichhasbeen furnished
to the Borrower, with thesameforce andeffect as if they were fully set forth herein,
subject,however, to the modificationsof saidLoan Regulationsset forth in Schedule2~
attachedhereto. Said Loan Regulationsas so modified arehereinaftercalled theLoan
Regulations. Eachof thepartiesto thisAgreementagreesto perform all the obligations
on its partto be performedunderthe Loan Regulations.

Section 1.03. The Bankshall open a Loan Accounton its booksin the nameof
the Borrower. The amountof theLoan shallbe creditedto the LoanAccount in instal-
mentsas follows:

(a) On the Effective Datethereshall beso creditedtheamountof Fifty Thousand
Dollars($50,000);

(b) Thereafterthereshall be so credited suchamountsas shall from time to time
beagreedupon by the Bank andthe Borrower as requiredto meetthereasonableadmin-
istrative expensesof the Borrower payablein foreign currency. (For the purposesof
this Agreement,theterm “foreign currency“ meansanycurrencyother thancurrency
of the Guarantor);

(c) When any investmentproject shall be approvedby theBank as in Section2.02
of Article II of this Agreementprovided, thereshallbe socredited an amount equalto
the estimatedforeign currencycostthereofas approvedby the Bank;

‘See p. 268 of this volume.
Seep. 352 of this volume.
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(d) Additional amountsmay be so credited by agreementbetweenthe Bank and
the Borrower.

The amountsso credited,which shall not exceedin the aggregatethe amount of
the Loan,may bewithdrawnfrom the Loan Accountas providedin, andsubjectto the
rights of cancellationandsuspensionset forth in, the Loan Regulations.

Section1.04. The Borrower shall pay to the Bank a commitmentchargeat the
rateof 3/4 of 1% per annumon the amountof the Loan standingto the credit of the
Borrower from time to time in the Loan Account. Such commitmentchargeshall
accruefrom the severaldateson which amountsshall be creditedto the LoanAccount
to the respectivedateson which amountsshall bewithdrawnby the Borrower from the
Loan Accountas provided in Article IV of the Loan Regulationsor shall be cancelled
pursuantto Article V thereof.

Section 1.05. The Borrower shall pay interest at the rate of three and three-
quarterspercent (3 3/4%) perannumon theprincipal amountof theLoan withdrawn
from the Loan Account and outstandingfrom time to time.

Section 1.06. Interestand commitmentchargeshall be payablesemi-annuallyon
March 15 andSeptember15 in eachyear.

Section 1.07. The Borrower shall repaytheprincipal of the Loan in accordance
with the amortizationschedulesetforth in Schedule11 of this Agreement.

Article II

DESCRIPTION OF THE PROJECT; USE OF PROCEEDS OF THE LOAN

Section2.01. TheProjectfor which theLoan is grantedis aprogramto contribute
to the industrial developmentof Turkey by providing credits for productivepurposes
to enterprisesin Turkey in which privatecapital is or may be invested,andby making
other productive investmentsin suchenterprises,for specific developmentprojects,all
in accordancewith theStatutesof theBorrower approvedby the Minister of Economy
andCommerceof theGuarantoron May 23, 1950(publishedin theCommercialRegister
Gazettein thecity of Istanbul,June2, 1950, No. 7046)andin furtheranceof thecorpo-
rate purposesof the Borroweras thereinset forth. (Suchenterprisesarehereincalled
“investment enterprises”and such specific developmentprojects are herein called

investmentprojects“).

Section2.02. The proceedsof the Loan shall be applied exclusively to the cost
of goodswhichwill berequiredfor thecarryingout of theProject,includingthecarrying
out of suchinvestmentprojects as shall from time to time be approvedin writing by
the Bank. Exceptas theBank andthe Borrower shall otherwiseagree,no investment
projectsshallbe soapprovedby the Bankafterthreeyearsfrom theEffective Date.

‘See p. 352 of this volume.
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Section 2.03. Any credit grantedby the Borrower to, or other investmentmade
by the Borrower in, an investmententerprisefor an investmentproject to be financed
in whole or in partout of the proceedsof the Loan, shall begrantedor madeon terms
wherebytheBorrowershall obtain,by thewritten agreementof suchinvestmententer-
prise or other appropriatelegal means,rights adequateto protectthe interestsof the
Borrower and the Bank, includingthe right to require that the goodsto be purchased
with proceedsof the Loan shall be usedexclusivelyin the carryingout of suchinvest-
mentproject, the right to requiresuchinvestmententerpriseto carryout the investment
project with due diligence and efficiency and in accordancewith sound engineering
standards,andthe right to obtain all suchinformation as theBorrower shall reasonably
requestrelatingto the foregoingand to thefinancial conditionof suchinvestmententer-
prise. Such rights shall include appropriateprovisionwherebyfurther accessby such
enterpriseto useof the proceedsof the Loan may be suspendedor terminatedby the
Borrower upon failure by such investmententerpriseto carry out the termsof such
credit or otherinvestment.

Article III

PARTICULAR COVENANTS OF THE BoanowaR

The Borrower herebycovenantsas follows:

Section 3.01. The Borrower will carry out theProject and conductits operations
in accordancewith soundbankingstandardsandunderthe supervisionof qualified and
experiencedmanagement.

Section 3.02. The Borrower will maintain recordsshowing the usemadeof the
goods,and theprogressof the Project,andof eachinvestmentproject(includingthe cost
thereof) and reflecting in accordancewith consistentlymaintainedsoundaccounting
practicesthe operationsandfinancial conditionof the Borrower; will permit the Bank’s
representativesto examinesuchrecords;andwill furnishto theBank all suchinformation
as the Bank shall reasonablyrequestconcerningthe goods, the Project,the investment
projectsand the operationsand financial condition of the Borrower.

Section 3.03. The Borrower will exerciseits rights in relation to eachinvestment
project financedin whole or in partout of the proceedsof the Loan in suchmanneras
to protectthe interestsof the Borrower andthe Bankand to makeavailableto the Bank
information concerningthe progressof suchinvestmentproject and the use thereinof
goodspurchasedwith the proceedsof the Loan.

Section3.04. Except as the Bank shall otherwiseagree,the Borrower will not
createor suffer to be createdany lien on any assetsof the Borrower as securityfor the
paymentof any debtunlesssuchlien shall equallyandratablysecurethepaymentof the
principal of, and the interestandotherchargeson the Loan, and in the creationof any
such lien expressprovisionwill be madeto that effect; provided, however,that this
Sectionshall not apply to anylien createdon property,at the time of purchasethereof,
solely as securityfor thepaymentof thepurchasepriceof suchproperty.
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Section 3.05. The Borrowerherebyagreesto incur debtonly if at the time andas
a resultthereofits unimpairedcapitalandsurplusshall be at leastequalto thirty-three
and one-thirdpercent(33~/3%)of the total amount of its outstandingdebt, unlessthe
written approvalof the Bankshall havebeenfirst obtained. For this purpose,however,
the term “ debt” doesnot include either (i) debt in favor of theGuarantor,repayable
in thecurrencyof theGuarantoronly from that portion of thenetprofits (determined
after due allowancefor legal reservefunds) of theBorrower, during any fiscal yearof
the Borrower, in excessof the amount of net profits for suchfiscal year requiredby
applicablelaw to enablethe Borrower to paya dividend in cashequal to six per cent
(6%) of its paid-in-capital,all in accordancewith Law No. 5660 passedby theGrand
NationalAssemblyof the Guarantorin March 25, 1950, or (ii) debt incurred by the
Borrower in the ordinary courseof commercialbankingoperationsand maturingnot
more thanoneyearfrom thedateincurred.

Section3.06. The Borrower will promptly inform the Bank of any condition of
substantialimportancewhich shall arisethat shall prevent, obstructor interferewith,
or threatento prevent, obstructor interfere with, the accomplishmentof the purpose
of theLoan or themaintenanceof the serviceof the Loan.

Section3.07. The Borrower will pay or causeto be paid any and all taxes that
shall be imposedupon this Agreementor the GuaranteeAgreement,’or theexecution,
delivery or registrationthereofor thepaymentof principal, interest andother charges
thereunder. Such principal, interest andother chargeswill be paid without deduction
for andfree from anytaxesimposedby theGuarantoror by any taxing authority thereof
or thereinandfreefrom all restrictionsof theGuarantoror its political subdivisionsor
agencies.

Section 3.08. The Borrowerwill makeadequatearrangementsfor insuranceof
thegoodsfinancedwith the proceedsof the Loan againstrisks incidentto their purchase
and importationinto Turkey.

Article IV

REMEDIES OF THE BA.I’nc

Section 4.01. If anyevent specifiedinparagraphs(1) or (2) of Section5.02 of the
Loan Regulationsshall occur and shall havecontinued for a period of thirty daysor
if an eventspecifiedin paragraph(3) of Section5.02of the Loan Regulationsshall occur
and shall havecontinuedfor a periodof sixty days afternotice thereofshall have been
given by theBank to the Borrower, then at any subsequenttime during the continuance
thereof,theBank, at its option,may declaretheprincipal of the Loanthen outstanding
to be due and payableimmediately, and upon such declarationsuch principal shall
become due and payable immediately, anything in this Agreementto the contrary
notwithstanding.

1 Seep. 334 of this volume.
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Article V

MISCELLANEOUS

Section 5.01. The Closing Dateshall befive years after the Effective Date.

Section 5.02. Thefollowing addressesarespecifiedfor thepurposesof Section8.01
of the LoanRegulations:

For the Bank : InternationalBank for Reconstructionand Development,1818 H
Street,N. W., Washington25, D. C., United Statesof America.

For the Borrower: The Industrial DevelopmentBank of Turkey (Turkiye Sinai
Kalkinma Bankasi),AnadoluSigortaHani, Galata,Istanbul,Turkey.

Section 5.03. This Agreementshall not become effective until the following
events, in addition to the conditionsspecifiedin Section9.01 of the Loan Regulations,
shall haveoccurred:

(a) The Borrowershall bea legal entity, in the form of a Turkish Sociétéanonyme
(acorporation)duly organizedandexistingunderthe laws of Turkeywith an authorized
and subscribedcapital of 12,500,000Turkish lira, and an opinion satisfactoryto the
Bankof counselacceptableto theBank to the foregoingeffect, shallhavebeenfurnished
to the Bank;

(b) The Borrower shall havepaid-in capital of not less than6,250,000Turkish
lira which shall be unimpairedexceptfor taxesandorganizationand generalexpenses;

(c) TheBorrower shall haveobtainedor shall havemadearrangementssatisfactory
to the Bank for obtainingby borrowingfrom T C Merkez Bankasi(CentralBankof the
Republicof Turkey) not less than 12,500,000Turkish lira upon terms andconditions
satisfactoryto theBank.

Section 5.04. A dateninetydaysafterthedateof this Agreementis herebyspecified
for thepurposesof Section9.04of the Loan Regulations.

IN WITNESS WHEREOF the partiesheretohavecausedthis Agreementto be signed
in their respectivenamesby their representativesthereuntoduly authorizedas of the
day andyearfirst abovewritten.

InternationalBank for ReconstructionandDevelopment:
By R. L. GARNER

Vice President

The IndustrialDevelopmentBank of Turkey:
By Nahit ALPAR

AuthorizedRepresentative
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SCHEDULE 1

AMORTIZATION SCHEDULE

The following tableshowsthedateson which instalmentsof principal of the Loan
shall be repaidand the respectiveamountsof suchinstalments:

PrincipalAmount
Payment Outstanding

of After Each
Principal Payment

$9,000,000
8,575,000
8,142,000
7,701,000
7,251,000
6,793,000
6,326,000
5,851,000
5,367,000
4,874,000

Premiumspayableunderparagraph(b) of Section2.05 of the Loan Regulations:

If paymentis madenot more than 5 yearsprior to thedatewhenpaymentis due,

1/2 of 1%; if paymentis mademore than 5 yearsandnot more than 10 yearsprior to
thedatewhen paymentis due, 1%; and if paymentis mademorethan 10 yearsandnot

morethan 15 yearsprior to the datewhenpaymentis due, 11/2%.

SCHEDULE 2

MODIFICATIONS OF THE LOAN REGULATIONS

For thepurposesof the LoanAgreementandtheGuaranteeAgreement,theprovi-
sionsof Loan RegulationsNo. 4 of the BankdatedAugust15, 1950shall be deemedto
be modified as follows:

(1) The second sentenceof Section 2.02 of Article II of said Loan Regulations
shall be inapplicable.

(2) Article VI of said Loan Regulationsand all otherreferencesto Bonds in said
Loan Regulationsshall be inapplicable.

(3) The first sentenceof paragraph13 of Section 10.01 of said Loan Regulations
shall be deemedmodified to read as follows:

The term “goods “ meansequipment,suppliesandserviceswhichare required
for theProject or for investmentprojectsapprovedin writing by theBank.

Date PaymentDue

September15, 1956 .. —

March 15, 1957 $425,000
September15, 1957 .. 433,000
March 15, 1958 441,000
September15, 1958 .. 450,000
March 15, 1959 458,000
September15, 1959 .. 467,000
March 15, 1960 475,000
September15, 1960 .. 484,000
March 15, 1961 493,000

Principal Amount
Payment Outstandin

of AlterEac
Principal PaymentDatePaymentDue

September15, 1961
March 15, 1962
September15, 1962
March 15, 1963
September15, 1963
March 15, 1964
September15, 1964
March 15, 1965
September15, 1965

503,000
512,000
522,000
531,000
541,000
552,000
562,000
572,000
579,000

4,371,000
3,859,000
3,337,000
2,806,000
2,265,000
1,713,000
1,151,000

579,000
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