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LOAN NUMBER 4517 TU

Loan Agreenent

(Mar mar a Eart hquake Energency Reconstruction Project)

bet ween

REPUBLI C OF TURKEY

and

| NTERNATI ONAL BANK FOR RECONSTRUCTI ON AND DEVELOPMENT

Dat ed Novenber 23, 1999

LOAN NUMBER 4517 TU
LOAN AGREEMENT

AGREEMENT, dated November 23, 1999, between REPUBLI C OF TURKEY (the Borrower)
and | NTERNATI ONAL BANK FOR RECONSTRUCTI ON AND DEVELOPMENT (the Bank).

WHEREAS the Borrower, having satisfied itself as to the feasibility and
priority of the project described in Schedule 2 to this Agreement (the Project), has
requested the Bank to assist in the financing of the Project; and

WHEREAS t he Bank has agreed, on the basis, inter alia, of the foregoing, to
extend the Loan to the Borrower upon the terms and conditions set forth in this
Agr eenent ;

NOW THEREFORE t he parties hereto hereby agree as follows:

ARTI CLE |
General Conditions; Definitions

Section 1.01. The “General Conditions Applicable to Loan and Guarantee

Agreements for Single Currency Loans” of the Bank, dated May 30, 1995 (as anended

t hrough Decenber 2, 1997) (the Ceneral Conditions) constitute an integral part of this
Agr eenent .



Section 1.02. Unless the context otherw se requires, the several terns defined
in the General Conditions and in the Preanble to this Agreenent have the respective
nmeani ngs therein set forth and the follow ng additional terms have the follow ng
neani ngs:

(a) “Agency Agreenent” neans any of the agreenents, the standard form of
whi ch shall contain ternms and conditions satisfactory to the Bank, to be entered into
between TCI P (as hereinafter defined) and conpanies duly licensed by GD (as
herei nafter defined) to carry on insurance business in the Republic of Turkey and who
have satisfied the eligibility criteria established by TCIP, satisfactory to the Bank,
for participation in the National Catastrophic Insurance Program (as hereinafter
defined), and referred to in paragraph 3(f) of Schedule 6 to this Agreenent.

(b) “Charter” means the founding | aws, decrees, inplenenting regulations or
other simlar instrunents of, or relating to, TCIP (as hereinafter defined), in form
and substance satisfactory to the Bank, to be adopted by the Borrower, and such term
includes the by-laws or other simlar instrunents to be adopted by TC P.

(c) “Covered Ri sks” neans the risks specified in Part A 2 of the Project, as
each of these risks will be defined in the Standard Form of Earthquake |nsurance
Policy (as hereinafter defined) and will be included in each Earthquake |Insurance
Policy (as hereinafter defined) and includes such other catastrophic risks as may be
agreed upon by the Bank.

(d) “Devel opnment Law' neans the Devel opnent Law of the Borrower, Law No. 3194
dated May 3, 1985, as anended to the date of this Agreenent.

(e) “Di saster Law' neans the Law on the Precautions to be Taken and
Assi stance to be Provided Due to Disasters with Inmpact on Public Life of the Borrower,
Law No. 7269 dated May 15, 1959, as anended to the date of this Agreement.

(f) “Eart hquake I nsurance Hol der” neans a natural or a juridical person, who
is the owner of an immovabl e property together with one or nore private residential
dwel I'ings thereon situated within the Republic of Turkey, and whose nane appears in
respect of such property and dwelling(s) on the real estate tax assessnent roll
establ i shed and mai ntai ned by the relevant |ocal authority, or whose obligation to pay
real estate taxes is otherw se established in accordance with the [aws of the Borrower
and to whom an Earthquake I nsurance Policy (as hereinafter defined) has been duly
i ssued by TCIP (as hereinafter defined) in accordance with the procedures set forth in
par agraph 3(g) of Schedule 6 to this Agreenent, in consideration of the paynent by
such person to TCIP of the premiumtherefor established by TP fromtime to tine.

(9) “Ear t hquake I nsurance Policy” neans any of the insurance policies, with
terns and conditions acceptable to the Bank, to be issued by TCIP (as hereinafter
defined) to Earthquake I nsurance Hol ders pursuant to paragraph 3(g) of Schedule 6 of
this Agreenent.

(h) “Eligible Categories” neans categories (1), (2), (3), (4), (5 and (6),
set forth in the table in Part A 1 of Schedule 1 to this Agreenent.

(i) “Eligible Caims)” neans any clai m nade by an Earthquake | nsurance
Hol der to TCIP in accordance with the terms and conditions of an Earthquake | nsurance
Policy in respect of the replacenent value of the relevant residential dwelling(s) and
the contents thereof, danaged or destroyed as a direct result of the occurrence of a
Covered R sk.

(i) “Eligibility Criteria” neans the criteria agreed by the Borrower and the
Bank and set forth in the PIP (as hereinafter defined) for selection for financing
fromthe proceeds of the Loan of investnents under Parts B and C of the Project.

(k) “Eli gi bl e Expenditures” neans the expenditures for goods, works,
services, Reinsurance Premiuns (as hereinafter defined) and Eligible Cainms under the
Nati onal Catastrophic Insurance Program (as hereinafter defined) referred to in
Section 2.02 of this Agreenent.

(1) “EMAT” neans the Energency Managenment Agency of Turkey to be established
under Part A 1 of the Project and pursuant to paragraph 5 of Schedule 5 to this



Agr eenent .

(m “Fi nanci al Managenment Agreenent” neans the agreenent, in form and
subst ance satisfactory to the Bank, to be entered into by TCIP (as hereinafter
defined) pursuant to the provisions of paragraph 3(j) of Schedule 6 to this Agreenent,
regardi ng i nvest ment nmanagenent services to be provided to TGP in respect of its |ong
termfinancial assets, which managenment shall be in accordance with the requirements
therefor set forth in the Operations Manual (as hereinafter defined).

(n) “GDl" neans the General Directorate of Insurance within the
Undersecretariat of Treasury of the Borrower.

(o) “GDl-PIU means the project inplementation unit established within the
GDl referred to paragraph 2 of Schedule 6 to this Agreenent.

(p) “Ceneral Directorate of State Land” neans the General Directorate of
State Land under the Prime Mnister’'s Ofice of the Borrower.

(q “Marmar a Eart hquake” neans the earthquake which occurred on August 17,
1999, and which affected the Project Areas (as hereinafter defined).

(r) “MERLI'S Committee” neans the Marnara Earthquake Region Land Information
System Conmittee to be established under Part A 4 of the Project and in accordance
with the provisions of paragraph 7 of Schedule 5 to this Agreenent.

(s) “MPWS" neans the Mnistry of Public Wrks and Settlenent of the Borrower.

(t) “National Catastrophic Insurance Progranf neans the national nandatory
cat astrophi ¢ i nsurance programto be established by the Borrower under Part A 2 of the
Proj ect .

u “Qperations Manual” neans the operations manual, in formand substance
satisfactory to the Bank, to be adopted by TCIP (as hereinafter defined) pursuant to
the provisions of paragraph 3(a) of Schedule 6 to this Agreenent, which sets out the
operating policies and procedures of TCIP

(v) “PIP" neans the Project Inplenentation Plan for the carrying out of the
Project referred to in paragraph 1 of Schedule 5 to this Agreement, as the same nay
be amended fromtinme to time with the agreenent of the Bank.

(w) “PIU" neans the project inplenmentation unit established within the
Housi ng Devel opnent Admi nistration of the Borrower pursuant to Emergency Flood and
Eart hquake Recovery Project (Loan No. 4388 TU) and referred to in paragraph 3 of
Schedule 5 to this Agreenent.

(x) “Pool Managenent Agreenent” nmeans the agreenent, with terns and
conditions acceptable to the Bank, to be executed between TCIP (as hereinafter
defined) and MIli Re pursuant to the provisions of paragraph 3(d) of Schedule 6 to

this Agreenent for the administration and managenent of certain aspects of the
busi ness, operations and affairs of TC P

(y) “Project Areas” neans areas affected by the Marnmara Earthquake, nanely
Bol u, Sakarya, Kocaeli, Yalova, Istanbul, Bursa and Eskisehir
(z) “Project Inplenentation Agency” neans a nunici pal body or an agency of

the Borrower responsible for the carrying out of activities under the Project and the
term“Project |nplementation Agencies” neans collectively, the Project |nplenentation
Agenci es.

(aa) “Proj ect Managenment Report” means each report prepared in accordance with
Section 4.02 of this Agreenent.

(bb) “Protocol” means any protocol to be entered into between the PIU and a
Project |nplenentation Agency pursuant to Section 3.02(a) of this Agreenent, as the
sane may be anended fromtine to time, and such termincludes all schedules to the
Pr ot ocol



(cc) “Rei nsurance Prem un(s)” neans the premun(s) or interest due and payabl e
by TCIP (as hereinafter defined) under a Reinsurance Transaction (as hereinafter
defi ned).

(dd) “Rei nsurance Transactions” neans any of the risk transfer transactions,
upon ternms and conditions acceptable to the Bank, to be concluded by TCI P (as
herei nafter defined) fromtine to time pursuant to the provisions of paragraph 3(e) of
Schedule 6 to this Agreement with one or nore reinsurance conpanies, capital market
investors or other third parties, satisfactory to the Bank, for the efficient transfer
by TCIP to such third party(-ies) of part of the catastrophic insurance risk carried
by TCI P under Earthquake |nsurance Policies. Wthout limting the generality of the
foregoing, such risk transfer transactions may include reinsurance contracts or
treaties, as well as capital market transactions (including the issuance of
i nsurance-|inked securities) and the financing of insurance |osses by nmeans of the
i ssuance of securities at conditions agreed in advance upon the occurrence of a
previ ously defined event (so-called contingent capital transactions).

(ee) “Ri sk Managenent Pl an” neans, as at any date, the plan, approved by the
Bank, and to be prepared fromtime to tinme by or on behalf of TCIP (as hereinafter
defined) pursuant to the provisions of paragraph 3(b) of Schedule 6 to this Agreenent,
for the prudent nanagement of the risk exposure carried by TCIP in the conduct of its
busi ness, operations and affairs.

(ff) “Special Account” neans the account referred to in Part B of Schedule 1
to this Agreenent.

(g99) “Standard Form of Earthquake |Insurance Policy” nmeans the standard form of
Eart hquake I nsurance Policy, in formand substance satisfactory to the Bank, to be
adopted by TCI P (as defined hereinafter) pursuant to the provisions of paragraph 3(a)
of Schedule 6 to this Agreenent, which will contain all of the standard terns and
conditions relating to the provision by TCIP to an Earthquake | nsurance Hol der of
eart hquake risk insurance including, without limting the generality of the foregoing
the provision of cover for the replacenment or repair of: (i) residential dwellings up
to the equivalent in Turkish lira of twenty-five thousand Dollars ($25,000); and (ii)
contents thereof up to the equivalent in Turkish lira of three thousand Dol lars
($3, 000) .

(hh) “Steering Coimmittee” nmeans the Steering Conmttee for the Project to be
established in accordance with the provisions of paragraph 2 of Schedule 5 to this
Agr eenent .

(ii) “Subsi di ary Loan Agreenent” neans the agreenent to be entered into
between the Borrower and TCI P pursuant to Section 3.03(a) of this Agreenent, as the
sane may be anended fromtine to time and such termincludes all schedules to the
Subsi di ary Loan Agreenent.

(ii) “TCI P Legal Framework” neans the | aws, decrees, inplenmenting regulations
or other simlar instrunents, in formand substance satisfactory to the Bank, to be
adopted by the Borrower pursuant to the provisions of paragraph 2(a) of Schedule 6 to
this Agreenent, establishing the TCIP (as hereinafter defined) and governing the
conditions of its adm nistration and operation

(kk) “Tender Law’ neans the Tender Law of the Borrower, Law No. 2886, dated
Septenber 8, 1983, as anended to the date of this Agreenent.

(rn) “Turki sh Catastrophic Insurance Pool” or “TCIP" neans the legal entity to
be established by the Borrower, pursuant to the Charter, for the purposes of
i mpl ementing the National Catastrophic |Insurance Program and includes any successor
or successors thereto acceptable to the Bank
ARTI CLE |
The Loan

Section 2.01. The Bank agrees to lend to the Borrower, on the ternms and
conditions set forth or referred to in the Loan Agreenment, an anount equal to five



hundred five mllion Dollars ($505, 000, 000).

Section 2.02. The anmpunt of the Loan may be withdrawn fromthe Loan Account in
accordance with the provisions of Schedule 1 to this Agreenment for:

(a) expenditures nade (or, if the Bank shall so agree, to be nmde) in respect
of the reasonabl e cost of goods, works and services required for Parts A 1, A 2(b),
A3, A4, B, Cand D of the Project and to be financed out of the proceeds of the
Loan; and

(b) amounts paid (or if the Bank shall so agree, anobunts to be paid) by TCP
for Reinsurance Prenmiuns and Eligible Cainms under Part A 2(a) of the Project.

Section 2.03. (a) The Cosing Date shall be May 31, 2005, or such later date as
the Bank shall establish. The Bank shall pronptly notify the Borrower of such |ater
dat e.

(b) Any anount of the proceeds of the Loan allocated fromtine totine to
Category (5) in the table in Schedule 1 to this Agreenment which renmains unwi thdrawn in
the Loan Account on the Closing Date nmay be withdrawn by the Borrower for the purposes
of and in accordance with the provisions of paragraph 5 of Schedule 6 to this
Agr eenent .

Section 2.04. The Borrower shall pay to the Bank a fee in an anmount equal to one
percent (1% of the anpunt of the Loan. On or pronptly after the Effective Date, the
Bank shall, on behalf of the Borrower, w thdraw fromthe Loan Account and pay to
itself the amount of said fee.

Section 2.05. The Borrower shall pay to the Bank a conmitment charge at the rate
of three-fourths of one percent (3/4 of 1% per annumon the principal amunt of the
Loan not withdrawn fromtime to time.

Section 2.06. The Borrower shall pay interest on the principal amunt of the
Loan withdrawn and outstanding fromtime to time in accordance with the provisions of
Schedule 3 to this Agreenent.

Section 2.07. Interest and other charges shall be payable sem -annually in
arrears on April 15 and Cctober 15 in each year.

Section 2.08. The Borrower shall repay the principal anmount of the Loan in
accordance with the provisions of Schedule 3 to this Agreenent.

Section 2.09. TCIP is designated as representative of the Borrower in respect of
Part A .2 of the Project for the purposes of taking any action required or permtted to
be taken under the provisions of Section 2.02(b) and Article V of the General
Condi ti ons.
ARTI CLE 111
Execution of the Project

Section 3.01. (a) The Borrower declares its commtnent to the objectives of the
Project as set forth in Schedule 2 to this Agreenent, and, to this end:

(i) shall carry out Parts A1, A3, A4, B, Cand D of the Project

t hrough PIU and the Project |nplenentation Agencies with due
diligence and efficiency and in conformty with appropriate engineering,
financial, admnistrative and envi ronmental practices, and

shal | provide, pronptly as needed, the funds, facilities, services
and other resources required for Parts A1, A3, A4, B, C and D of

the Project; and

(ii) wi thout any limtation and restriction upon any of its other

obl i gati ons under this Agreenent, shall cause TCIP to carry out Part
A.2 of the Project with due diligence and efficiency and in
conformty with appropriate administrative, financial and insurance

practices, and shall take or cause to be taken all action,



i ncluding the provision of funds, facilities, services and other
resources, necessary or appropriate to enable TCIP to perform such

obligations, and shall not take or pernit to be taken any action which
woul d prevent or interfere with such performance

(b) Wthout limtation upon the provisions of paragraph (a) of this Section
and except as the Borrower and the Bank shall otherw se agree, the Borrower shal
carry out Parts A1, A3, A4, B Cand Dof the Project in accordance with the
| npl ement ation Programset forth in Schedule 5 to this Agreenent, and shall cause GD
and TCIP to carry out Part A 2 of the Project in accordance with Schedule 6 to this
Agr eenent .

Section 3.02. (a) The Borrower shall, for the purposes of carrying out Parts
A'l, A3, A4, B Cand Dof the Project, make the proceeds of the Loan allocated from
tine to tine to Categories (1), (2), (3)(a) and (6) in the table in Schedule 1 to this
Agreenent, available to each Project |nplenentation Agency, except TCI P, under a
Protocol to be entered into between the PIU and each Project |nplenmentation Agency,
except TCIP, under terms and conditions which shall have been approved by the Borrower
and the Bank and which shall include, inter alia, provisions set forth in paragraph 6
of Schedule 5 to this Agreenent.

(b) The Borrower shall exercise its rights under each Protocol in such
manner as to protect the interests of the Borrower and the Bank and to acconplish the
pur poses of the Loan, and except as the Bank shall otherw se agree, the Borrower shal
not assign, anend, suspend, abrogate, terminate or waive any Protocol or any provision
t her eof .

Section 3.03. (a) The Borrower shall, for the purposes of carrying out of Part
A.2 of the Project, make available to TCIP the proceeds of the Loan allocated from
time to time to Categories (3)(b), (4) and (5) under a Subsidiary Loan Agreenent to be
entered into between the Borrower and TCI P under terns and conditions which shall have
been approved by the Bank.

(b) The Borrower shall exercise its rights under the Subsidiary Loan
Agreenment in such manner as to protect the interests of the Borrower and the Bank and
to acconplish the purposes of Part A 2 of the Project, and except as the Bank shal
ot herwi se agree, the Borrower shall not assign, anend, suspend, abrogate, terninate or
wai ve the Subsidiary Loan Agreenent or any provision thereof.

Section 3.04. Except as the Bank shall otherw se agree, procurenent of the
goods, works and consultants’ services required for the Project and to be financed out
of the proceeds of the Loan shall be governed by the provisions of Schedule 4 to this
Agr eenent .

Section 3.05. For the purposes of Section 9.08 of the General Conditions and
without limtation thereto, the Borrower shall

(a) prepare, on the basis of guidelines acceptable to the Bank, and furnish
to the Bank not later than six (6) nonths after the Closing Date or such |ater date as

may be agreed for this purpose between the Borrower and the Bank, a plan for the
future operation of the Project; and

(b) afford the Bank a reasonabl e opportunity to exchange views with the
Borrower on said plan.

ARTI CLE 1V
Fi nanci al Covenants
Section 4.01. (a) The Borrower shall cause each of the PIUand TCIP to maintain
a financial nmanagenment system including records and accounts, and prepare financial
statenents in a format acceptable to the Bank, adequate to reflect the operations,
resources and expenditures related to the Project.
(b) The Borrower shall cause each of the PIU TCP and MIIli Re to:

(i) have the records, accounts and financial statenents referred to in



par agr aph (a) of this Section and the records and accounts for the

Speci al Account for each fiscal year audited, in accordance with
audi ting standards acceptable to the Bank, consistently applied, by
i ndependent auditors acceptable to the Bank

(ii) furnish to the Bank as soon as avail able, but in any case not
| ater than six (6) months after the end of each such year, (A)
certified copies of the financial statenents referred to in
paragraph (a) of this Section for such year as so audited, and
(B) an opinion on such statenents, records and accounts and
report of such audit, by said auditors, of such scope and in such detail

as the Bank shall have reasonably requested; and

(iii) furnish to the Bank such other information concerning such records

and accounts, and the audit thereof, and concerning said
auditors, as the Bank may fromtime to time reasonably request.
(c) For all expenditures with respect to which withdrawals fromthe Loan

Account were rmade on the basis of Project Management Reports or statenents of
expenditure, the Borrower shall

(i) mai ntain or cause to be mmintained, in accordance wi th paragraph
(a) of this Section, records and separate accounts reflecting such
expendi tures;

(ii) retain, until at least one (1) year after the Bank has received

the audit report for the fiscal year in which the |ast
wi t hdrawal fromthe Loan Account was nade, all records (contracts
orders, invoices, bills, receipts and other docunent s) evi denci ng such

expendi tures;
(iii) enable the Bank’s representatives to exani ne such records; and

(iv) ensure that such records and accounts are included in the annua
audi t referred to in paragraph (b) of this Section and that the
report of such audit contains a separate opinion by said auditors
as to whether the Project Managenent Reports or statenents of
expendi ture submtted during such fiscal year, together with the
procedures and internal controls involved in their preparation,
can be relied upon to support the related w thdrawal s.

Section 4.02. (a) Wthout limtation upon the provisions of Section 4.01 of this
Agreenent, the Borrower shall carry out a tine-bound action plan acceptable to the
Bank for the strengthening of the financial managenent systemreferred to in paragraph
(a) of said Section 4.01 in order to enable the Borrower, to cause the PIU not |ater
than January 31, 2000, and TCIP not later than July 31, 2000, or such |ater date as
the Bank shall agree, to prepare quarterly Project nanagenent reports, acceptable to
t he Bank, each of which:

(i) (A) sets forth actual sources and applications of funds for the

Project, both cunul atively and for the period covered by said
report, and projected sources and applications of funds for the
Project for the six-nonth period follow ng the period covered by said
report, and (B) shows separately expenditures financed out of the
proceeds of the Loan during the period covered by said report
and expendi tures proposed to be financed out of the proceeds of the

Loan during the six-nonth period follow ng the period covered by said report;

(ii) (A) describes physical progress in Project inplenentation, both
curmul atively and for the period covered by said report, and (B) explains
vari ances between the actual and previously forecast inplenentation
targets; and

(iii) sets forth the status of procurenent under the Project and
expendi tures under contracts financed out of the proceeds of the Loan
as at the end of the period covered by said report.



(b) Upon the conpletion of the action plan referred to in paragraph (a) of
this Section, the Borrower shall prepare, in accordance w th guidelines acceptable to
the Bank, and furnish to the Bank not later than forty-five (45) days after the end of
each cal endar quarter a Project Managenent Report for such period.

ARTI CLE V
Renedi es of the Bank

Section 5.01. Pursuant to Section 6.02(p) of the General Conditions, the
followi ng additional events are specified:

(a) TCI P shall have failed to performany of its obligations under the
Subsi di ary Loan Agreenent.

(b) As a result of events which have occurred after the date of the Loan
Agreement, an extraordinary situation shall have arisen which shall nake it inprobable
that TCIP will be able to performits obligations under the Subsidiary Loan Agreenent.

(c) The Borrower or any other authority having jurisdiction shall have taken
any action for the dissolution or disestablishment of TCIP or for the suspension of
its operations.

(d) Any provisions of the Charter shall have been anended, suspended,
abrogat ed, repealed or waived so as to affect materially and adversely the ability of
TCIP to performany of its obligations under the Subsidiary Loan Agreenent.

(e) Any material provision of the Operations Manual shall have been anended
wi thout the prior witten consent of the Bank.

(f) Any provision of the Standard Form of Earthquake | nsurance Policy shall
have been amended w thout the prior witten consent of the Bank.

(9) Any provision of the Subsidiary Loan Agreenent, the Pool Managenent
Agreement and the Financial Management Agreement shall have been amended, assigned,
suspended, abrogated, term nated or waived without the prior witten consent of the
Bank.

(h) MI1li Re shall have not conplied with any of its obligations under the
Pool Managenent Agreenent.

(i) The Borrower or any other authority having jurisdiction, other than TC P,
shal | have withdrawn any funds fromthe financial reserves established by TCIP for the
payrment of clainms under the National Catastrophic Insurance Program or reallocated
any part of such reserves to any purpose other than the operation of the National
Cat astrophi c I nsurance Program or otherw se dealt with any part of such reserves in a
manner inconsistent with their original purpose.

(j) Any provision of the Disaster Law shall have been anended, suspended,
abrogated or repealed, or any |law, decree, regulation or other simlar instrunent
adopted, which materially and adversely affects the National Catastrophic |Insurance
Program or the business, operations or affairs of TCl P.

(k) TCI P shall have failed to inplenent any part of any Ri sk Managenent Pl an
previously approved by the Bank and in effect at the rel evant date.

Section 5.02. Pursuant to Section 7.01(k) of the General Conditions, the
followi ng additional events are specified:

(a) the event specified in paragraph (a) and (h) of Section 5.01 of this
Agreenent shall occur and shall continue for a period of sixty (60) days after notice
thereof shall have been given by the Bank to the Borrower; and

(b) any of the events specified in paragraphs (c), (d), (e), (f), (g, (i),
(j) and (k) of Section 5.01 of this Agreenent shall occur.

ARTI CLE VI



Ternmi nation

Section 6.01. The date ninety (90) days after the date of this Agreenent is
hereby specified for the purposes of Section 12.04 of the General Conditions.

ARTI CLE VI
Representative of the Borrower; Addresses

Section 7.01. The Undersecretary of Treasury of the Borrower is designated as
representative of the Borrower for the purposes of Section 11.03 of the GCeneral

Condi ti ons.

Section 7.02. The foll owi ng addresses are specified for the purposes of Section
11.01 of the General Conditions:

For the Borrower:

Basbakanl i k

Hazi ne Mustesarligi |nonu Bul vari
Emek - Ankara

Republic of Turkey

Cabl e address: Tel ex:
MALI YE 821- 42285
Hazi ne, Ankara (M.YE- TR)

For the Bank:

I nternational Bank for
Reconstruction and Devel opnent

1818 H Street, N W

Washi ngton, D.C. 20433

United States of Anerica

Cabl e address: Tel ex:
| NTBAFRAD 248423 (M) or
Washi ngton, D.C 64145 (M)

IN WTNESS WHERECOF, the parties hereto, acting through their duly authorized
representati ves, have caused this Agreement to be signed in their respective nanes in
Ankara, Republic of Turkey, as of the day and year first above witten.

REPUBLI C OF TURKEY

By /s/ Selcuk Demralp
Aut hori zed Representative

| NTERNATI ONAL BANK FCR
RECONSTRUCTI ON AND DEVELOPMENT

By /s/ Johannes Linn Regional
Vi ce President

Europe and Central Asia

SCHEDULE 1



Wt hdrawal of the Proceeds of the Loan
A Gener al
1. The table below sets forth the Categories of itens to be financed out of the

proceeds of the Loan, the allocation of the amounts of the Loan to each Category and
the percentage of expenditures for itenms so to be financed in each Category:

Amount of the % of
Loan All ocated Expendi t ures
Cat egory (Expressed in Dollars) to be Financed
(1) Vor ks 210, 220, 000 90%
(2) Goods 48, 000, 000 100% of foreign

expendi tures,

100% of | ocal

expendi tures
(ex-factory cost)
and 85% of | ocal
expenditures for
other itens procured

| ocally
(3) Consul tant s’ 100%
servi ces and
training
(a) under Parts A 1, 70, 780, 000
A3 A4 B C
and D of the Project
(b) under Part A 2 3, 300, 000
of the Project
(4) Rei nsur ance 19, 700, 000 100%
Prem uns
(5) Nat i onal 100, 000, 000 100% of such part of
Cat astrophi ¢ Eligible dains which,
| nsur ance under Rei nsurance
Pr ogram Transactions, remain
under Part A 2 the obligation of TC P,
of the Project up to the equival ent of
$17 mllion, and 40%
thereafter, in each case
up to the limt of the
excess of |oss
rei nsurance cover
specified in the Risk
Managenent Pl an, and
100% of Eligible dains
in excess of the reinsurance
cover specified in the Risk
Managenent Pl an
(6) I ncremental operating 6, 600, 000 90%
costs
(7) Fee 5, 050, 000 Anount due under
Section 2.04 of this
Agr eenent
(8) Unal | ocat ed 41, 350, 000

TOTAL 505, 000, 000



2. For the purposes of this Schedul e:

(a) the term“forei gn expendi tures” means expenditures in the currency of any
country other than that of the Borrower for goods or services supplied fromthe
territory of any country other than that of the Borrower;

(b) the term“local expenditures” neans expenditures in the currency of the
Borrower or for goods or services supplied fromthe territory of the Borrower; and

(c) the term “operating costs” neans the costs incurred on account of the
Project, as documented by the PIU, for rentals, utilities, vehicles’ operations and
mai nt enance and travel .

3. Not wi t hst andi ng the provisions of paragraph 1 above, no withdrawal s shall be
made in respect of:

(a) paynents made for expenditures prior to the date of this Agreenent;

(b) paynents on account of Reinsurance Prem uns under Category (4) unless a

Rei nsurance Transacti on has been concluded by TCI P, and

(c) (i) paynents on account of the National Catastrophic |Insurance
Program under Category (5) unless

(aa) the Di saster Law has been amended, in form and substance

sati sfactory to the Bank, to linmt the Borrower’'s liability

t hereunder to residential dwellings ineligible
for coverage under the National Cat astrophi ¢ I nsurance
Program and to provide for benefits to the owners of

such ineligible dwellings which is materially |ess than that
whi ch they woul d have received had such dwellings been insured under
the National Catastrophic |nsurance Program

(bb) the TCIP Legal Franmework has been adopted in form and

subst ance satisfactory to the Bank and said Lega
Framework has entered into effect in accordance with
its terns;

(cc) TCI P has been established in formand substance satisfactory
to the Bank and the nenbers of its Board of Directors
have been appointed

(dd) the Subsidiary Loan Agreenent between the Borrower and TCIP

has been executed with terms and conditions satisfactory to
t he Bank and | egal opi ni ons have been furnished to the Bank by
the parties thereto stating that such Subsidiary Loan
Agreement has been duly authorized or ratified by the
parties and is legally binding upon themin accordance with
its terns;

(ee) the Operations Manual and the standard form of Agency

Agreenent have been adopted by TC P

(ff) t he Pool Managenent Agreenent between TCIP and MIli Re has
been executed and | egal opinions have been furnished to
the Bank by the parties thereto stating that such Pool
Managenent Agreement have been duly authorized or ratified by
the parties and is legally binding upon themin accordance

with its terns;
(99) TCI P has entered into a Reinsurance Transaction;

(hh) TCI P has issued Earthquake | nsurance Policies to Earthquake
| nsur ance Hol ders, one of the Covered Ri sks has occurred and
t he Bank has been provided with satisfactory evidence that
El i gible C ains have been filed; and



(ii) the Bank has been provided with a satisfactory certificate
froma senior officer of TCIP contenplated in
par agraph 3(k)(v) of Schedule 6 to this Agreenment in support of
the application for w thdrawal .

(ii) Not wi t hst andi ng the percentage of expenditures to be financed

under Category (5) of the table set forth in paragraph 1 above and
the provisions of par agraph 3(c)(hh) and 3(c)(ii) above, in the
event that the Borrower shall have provided the Bank with the witten
confirmation and application for withdrawal referred to in
paragraph 5 of Schedule 6 to this Agreenent, then t he Borrower shall
be entitled to nake withdrawal s under Category (5) in the absence of:

(x) the occurrence of a Covered Risk; (y) provision to the Bank of
evidence of the filing of Eligible Claims, and (z) the certificate referred to
in paragraph 3(c)(ii) above.

4, The Bank may require withdrawals fromthe Loan Account to be nade on the basis
of statements of expenditure for expenditures for: (a) goods under contracts costing
| ess than $1, 000, 000 equi val ent each; (b) works under contracts costing |ess than

$5, 000, 000 equi val ent each; (c) services under contracts costing |less than $100, 000
equi val ent each for consulting firns and $50, 000 equi val ent each for individual
consultants; (d) training costs; and (e) all Reinsurance Prenmiuns and Eligible Cainms
under the National Catastrophic |nsurance Program under such terms and conditions as
the Bank shall specify by notice to the Borrower.

B. Speci al Account

1. The Borrower shall open and maintain in Dollars a separate special deposit
account in its Central Bank, on terms and conditions satisfactory to the Bank.

2. After the Bank has received evidence satisfactory to it that the Special Account
has been opened, w thdrawals fromthe Loan Account of anmounts to be deposited into the
Speci al Account shall be nmade as foll ows:

(a) until the Bank shall have received: (i) the first Project Managenent
Report referred to in Section 4.02(b) of this Agreenent; and (ii) a request fromthe
Borrower for withdrawal on the basis of Project Managenment Reports, w thdrawal s shall
be nade in accordance with the provisions of Annex A to this Schedule 1; and

(b) upon recei pt by the Bank of a Project Managenent Report pursuant to
Section 4.02(b) of this Agreenment, acconpanied by a request fromthe Borrower for
wi t hdrawal on the basis of Project Managenment Reports, all further wthdrawal s shall
be nade in accordance with the provisions of Annex B to this Schedule 1.

3. Paynents out of the Special Account shall be nmade exclusively for Eligible
Expenditures. For each paynent nmade by the Borrower out of the Special Account, the
Borrower shall, at such time as the Bank shall reasonably request, furnish to the Bank

such documents and ot her evidence showi ng that such paynent was nade exclusively for
El i gi bl e Expendi tures.

4, Not wi t hst andi ng the provisions of Part B.2 of this Schedule, the Bank shall not
be required to make further deposits into the Special Account:

(a) if the Bank determines at any tine that any Project Managenment Report
does not adequately provide the information required pursuant to Section 4.02 of this
Agr eenent ;

(b) if the Bank determines at any tine that all further withdrawal s shoul d be
made by the Borrower directly fromthe Loan Account; or

(c) if the Borrower shall have failed to furnish to the Bank within the
period of time specified in Section 4.01(b)(ii) of this Agreenment, any of the audit
reports required to be furnished to the Bank pursuant to said Section in respect of
the audit of (A) the records and accounts for the Special Account or (B) the records
and accounts reflecting expenditures with respect to which w thdrawals were made on
the basis of Project Managenment Reports.



5. The Bank shall not be required to make further deposits into the Special Account
in accordance with the provisions of Part B.2 of this Schedule if, at any tinme, the
Bank shall have notified the Borrower of its intention to suspend in whole or in part
the right of the Borrower to make withdrawals fromthe Loan Account pursuant to
Section 6.02 of the General Conditions. Upon such notification, the Bank shall
determine, in its sole discretion, whether further deposits into the Special Account
may be nmade and what procedures should be foll owed for meking such deposits, and shall
notify the Borrower of its determ nation.

6. (a) If the Bank determines at any tine that any paynent out of the Special
Account was made for an expenditure which is not an Eligible Expenditure, or was not
justified by the evidence furnished to the Bank, the Borrower shall, pronptly upon

notice fromthe Bank, provide such additional evidence as the Bank may request, or
deposit into the Special Account (or, if the Bank shall so request, refund to the
Bank) an anount equal to the amount of such paynment. Unless the Bank shall otherw se
agree, no further deposit by the Bank into the Special Account shall be made until the
Borrower has provided such evidence or nmade such deposit or refund, as the case may
be.

(b) If the Bank determines at any tine that any anount outstanding in the
Speci al Account will not be required to cover paynents for Eligible Expenditures
during the six-nmonth period following such deternination, the Borrower shall, pronptly

upon notice fromthe Bank, refund to the Bank such outstandi ng amount.

(c) The Borrower nmmy, upon notice to the Bank, refund to the Bank all or any
portion of the funds on deposit in the Special Account.

(d) Refunds to the Bank nade pursuant to sub-paragraph (a), (b) or (c) of
this paragraph 6 shall be credited to the Loan Account for subsequent wi thdrawal or
for cancellation in accordance with the provisions of the Loan Agreenent.

Annex A to SCHEDULE 1

Qperation of Special Account When Wthdrawal s Are Not Made
On the Basis of Project Management Reports

1. For the purposes of this Annex:

(a) the term “Authorized Allocation” neans an ampunt equivalent to
$50, 000, 000 to be withdrawn fromthe Loan Account and deposited into the Special
Account pursuant to paragraph 2 of this Annex.

2. Wthdrawal s of the Authorized Allocation and subsequent w thdrawals to repl enish
the Special Account shall be nade as foll ows:

(a) For withdrawal s of the Authorized Allocation, the Borrower shall furnish
to the Bank a request or requests for deposit into the Special Account of an anmount or
amounts which in the aggregate do not exceed the Authorized Allocation. On the basis
of each such request, the Bank shall, on behalf of the Borrower, withdraw fromthe
Loan Account and deposit into the Special Account such anpbunt as the Borrower shall
have request ed.

(b) For repl eni shnent of the Special Account, the Borrower shall furnish to
the Bank requests for deposit into the Special Account at such intervals as the Bank
shall specify. Prior to or at the time of each such request, the Borrower shall
furnish to the Bank the docunments and ot her evidence required pursuant to Part B.3 of
Schedule 1 to this Agreement for the paynent or payments in respect of which
repl eni shment is requested. On the basis of each such request, the Bank shall, on
behal f of the Borrower, withdraw fromthe Loan Account and deposit into the Speci al
Account such amount as the Borrower shall have requested and as shall have been shown
by said docunments and ot her evidence to have been paid out of the Special Account for
El i gi bl e Expenditures. Each such deposit into the Special Account shall be w thdrawn
by the Bank fromthe Loan Account under one or nmore of the Eligible Categories.

3. The Bank shall not be required to make further deposits into the Special
Account, once the total unw thdrawn anpbunt of the Loan mnus the total anpunt of all
out standi ng special commitnents entered into by the Bank pursuant to Section 5.02 of



the General Conditions in respect of expenditures to be financed out of the proceeds
of the Loan allocated to said Categories, shall equal the equivalent of twi ce the
amount of the Authorized Allocation. Thereafter, w thdrawal fromthe Loan Account of
the remai ni ng unwi t hdrawn anmount of the Loan allocated to said Categories shall follow
such procedures as the Bank shall specify by notice to the Borrower. Such further
withdrawal s shall be made only after and to the extent that the Bank shall have been
satisfied that all such anmounts renai ning on deposit in the Special Account as of the
date of such notice will be utilized in nmaking paynents for Eligible Expenditures.

Annex B to SCHEDULE 1

Qperation of Special Account Wien Wthdrawal s Are Made
On the Basis of Project Management Reports

1. Except as the Bank nmay otherw se specify by notice to the Borrower, all
withdrawal s fromthe Loan Account shall be deposited by the Bank into the Speci al
Account in accordance with the provisions of Schedule 1 to this Agreenent. Each such
deposit into the Special Account shall be w thdrawn by the Bank fromthe Loan Account
under one or nore of the Eligible Categories.

2. Each application for withdrawal fromthe Loan Account for deposit into the
Speci al Account shall be supported by a Project Management Report.

3. Upon recei pt of each application for withdrawal of an amount of the Loan, the
Bank shall, on behalf of the Borrower, w thdraw fromthe Loan Account and deposit into

t he SpeC|aI Account an anount equal to the lesser of: (a) the anpbunt so requested; and
(b) the ampbunt which the Bank has deterni ned, based on the Project Managenent Report
acconpanying said application, is required to be deposited in order to finance

El i gi bl e Expenditures during the six-nonth period follow ng the date of such report;
provi ded, however, that the ampunt so deposited, when added to the ampbunt indicated by
said Project Managenent Report to be remmining in the Special Account, shall not
exceed the equival ent of $50, 000, 000.

SCHEDULE 2
Description of the Project

The objectives of the Project are to restore living conditions and econom c
growth in the areas affected by the Marmara Earthquake and devel op an institutional
framework to all ow better disaster mitigation and risk nmanagenent for future natural
di sasters.

The Project consists of the follow ng parts, subject to such nodifications
t hereof as the Borrower and the Bank nay agree upon fromtime to time to achieve such
obj ecti ves:

Part A Di saster Response Systemand Risk Mtigation

1. Provi sion of technical assistance and goods for the devel opment of: (a) a
strategic plan to create and establish a conprehensive energency managenent agency
(EMAT) equi pped with an operations center and comuni cati ons and data networks; (b) a
nati onal earthquake nitigation plan; (c) a conprehensive energency managenent training
and exercise program (d) a search and rescue capacity building program (e) pilot
activities to enhance the nunicipal energency managenent system (f) replication of
the pilot activities on a regional scale; and (g) a public awareness canpai gn on
neasures to be taken before, during and after an earthquake.

2. (a) Est abl i shment and operation of a mandatory National Catastrophic

I nsurance Program for the provision of Earthquake |nsurance Policies to Earthquake

I nsurance Hol ders against the followi ng risks: (i) earthquake shaking; and (ii) fire
caused by such earthquake.

(b) Est abl i shment and strengthening of TCIP's institutional capacity through
the provision of goods, services and operating costs.

3. Provi sion of technical assistance for: (a) the devel opnent of legislation to
establish effective disaster mitigation through | and use nmanagenent and buil di ng



safety regul ations; (b) the strengthening of the nunicipal capacity, on a pilot basis,
to plan, regulate and inplement disaster resistant devel opment; and (c) assistance
with inplenentation of |and use planning and buil ding codes in Gol cuk and Adapazari .

4, Provi si on of technical assistance and goods for: (a) the establishment of a |land
information systemin the Project Areas; and (b) the strengthening of the capacity of
General Directorate of State Land in the Project Areas.

Part B: Trauma Program for Adults

Provi si on of works, goods, technical assistance and training for: (a) the
establ i shment and operation of one central conmmunity nmental health center in the
Project Area with up to four (4) outreach centers; (b) the devel opment of a treatnent
program for Marmara Earthquake victins; (c) establishment of a coordination comittee
for community based mental health service delivery in Project Areas; and (d) the
admi ni stration of community nmental health centers.
Part C Physi cal Reconstruction

1. Carrying out of investnents identified under the Eligibility Criteria to
reconstruct urban household units in Project Areas.

2. Carrying out of investnents identified under the Eligibility Criteria to
reconstruct rural household units in Project Areas.

3. Provi sion of technical assistance for design, site investigation, soil
i nvestigation and supervision of construction during Project inplenentation.

Part D Proj ect Managenent
Provi si on of works, goods and technical assistance for: (a) the strengthening of

the institutional capacity of the PIU, and (b) the establishnent of its |ocal offices
in selected Project Areas.

The Project is expected to be conpl eted by Novenber 30, 2004.
SCHEDULE 3
Interest and Principal Repaynent Provisions

A General Definitions

For purposes of this Schedule, the following terns have the foll ow ng neani ngs:

(a) “Di sbursed Anmobunt” means, in respect of each Interest Period, the
aggregate principal amount of the Loan wi thdrawn fromthe Loan Account in such
I nterest Period.

(b) “Interest Period” neans the initial period fromand including the date of
this Agreenent to, but excluding, the first Interest Payment Date occurring

thereafter, and after the initial period, each period fromand including an |Interest
Paynment date to, but excluding, the next follow ng Interest Payment Date.

(c) “Interest Paynent Date” neans any date specified in Section 2.06 of this
Agr eenent .
(d) “Rate Fi xing Date” neans, for each Disbursed Anmount, the first day of the

Interest Period next following the Interest Period in which such Di sbursed Amount is
wi t hdr awn.

B. I nt erest
1. The principal anpbunt of the Loan shall be divided into D sbursed Anpunts.

Interest shall accrue on each Di sbursed Amount outstanding fromtine to tine at a rate
based on a floating rate index prior to its Rate Fixing Date and at a fixed rate from



its Rate Fixing Date, as described in paragraph 2 of this Part B.
2. (a) Fromthe date of wi thdrawal of each anmount of each Di sbursed Anmpunt
wi t hdrawn and outstanding, to but not including the Rate Fixing Date for such
Di sbursed Amount, interest on each such amount shall accrue at a rate equal to the
appl i cabl e:

(i) LI BOR Base Rate; plus

(ii) LI BOR Total Spread.

(b) Fromthe Rate Fixing Date for each Di sbursed Anount until final repaynent
thereof, interest on such D sbursed Amount shall accrue at a rate equal to the
appl i cabl e:

(i) Fi xed Base Rate; plus

(ii) Fi xed Total Spread.

3. For purposes of paragraph 2 of this Part B, the followi ng terns have the
foll owi ng neani ngs:
(a) “LI BOR Base Rate” neans, for the Interest Period in which a D sbursed

Amount is withdrawn, the London interbank offered rate for six-nonth deposits in

Dol lars for value the first day of such Interest Period (or, in the case of the
initial Interest Period, for value the day occurring on the Interest Paynment Date
preceding the first day of such Interest Period), as reasonably deternined by the Bank
and expressed as a percentage per annum

(b) “LI BOR Total Spread” neans, for the Interest Period in which each
Di sbursed Ampunt is withdrawn:

(i) three-fourths of one percent (3/4 of 1%;

(ii) m nus (or plus) the weighted average margin, for such Interest
Peri od, bel ow (or above) the London interbank offered rates, or
ot her reference rates, for si x-nmonth deposits, in respect of the
Bank' s out standi ng borrow ngs or portions thereof allocated by the
Bank to fund single currency |oans or portions thereof nade by
it that include such Di sbursed Anpunt for such I nt er est
Period; as reasonably determ ned by the Bank and expressed as a
per cent age per annum

(c) “Fi xed Base Rate” neans, for each Disbursed Anpbunt, the equivalent of the
London interbank offered rate for six-nonth deposits in Dollars for value on the Rate
Fi xing Date for such Disbursed Anpbunt, expressed as a single fixed interest rate based
on the fixed interest rates corresponding to the repayment installments of such
Di sbursed Amobunt, as reasonably determnmi ned by the Bank and expressed as a percentage
per annum

(d) “Fi xed Total Spread” neans, for each Di sbursed Anobunt:
(i) three-fourths of one percent (3/4 of 1%;

(ii) m nus (or plus) the cost margin, applicable on the Rate Fixing

Date for such Di sbursed Amount, bel ow (or above) the London

i nterbank offered rates, or other reference rates, for

si x-nmonth deposits, in respect of the Bank's out st andi ng

borrowi ngs or portions thereof allocated to fund single currency | oans

or portions thereof nade by it that include such Disbursed Amount; plus

(iii) the Bank's risk spread applicable on the Rate Fixing Date for such

Di sbursed Anount; as reasonably determ ned by the Bank and expressed
as a percentage per annum
4 The Bank shall notify the Borrower of LIBOR Base Rate, LIBOR Total Spread, Fixed

Base Rate and Fixed Total Spread applicable to each Di sbursed Amount, pronptly upon
the determination thereof.



5. Whenever, in light of changes in market practice affecting the determ nation of
the interest rates referred to in this Schedule, the Bank determ nes that it is in the
interest of its borrowers as a whole and of the Bank to apply a basis for deternining
the interest rates applicable to the Loan other than as provided in this Schedule, the
Bank may nodify the basis for determining the interest rates applicable to amunts of
the Loan not yet withdrawn upon not |less than six (6) nonths’ notice to the Borrower
of the new basis. The new basis shall becone effective on the expiry of the notice
period unl ess the Borrower notifies the Bank during said period of its objection
thereto, in which case said nodification shall not apply to the Loan.

C. Repaynent

1. Subj ect to the provisions of paragraph 2 of this Part C, the Borrower shall
repay each Di sbursed Anpbunt of the Loan in senmiannual installments payable on each
April 15 and October15, the first such installnent to be payable on the seventh (7th)
Interest Paynment Date followi ng the Rate Fixing Date for such Disbursed Amount and the
| ast such installment to be payable on the eighteenth (18th) Interest Paynent Date
following the Rate Fixing Date for such Disbursed Arount. Each installment shall be
one-twel fth (1/12) of such Di sbursed Amount.

2. Not wi t hst andi ng the provisions of paragraph 1 of this Part C, if any install nent
of principal of each Disbursed Arount woul d, pursuant to the provisions of said
paragraph 1, be payable after Cctober, 15, 2014, the Borrower shall also pay on said
date the aggregate anpbunt of all such install nents.

3. After each Disbursed Anmount shall have been wi thdrawn, the Bank shall promptly
notify the Borrower of the anortization schedule for such D sbursed Ampunt.

SCHEDULE 4
Pr ocur enent
Section I. Procurenent of Goods and Works
Part A Gener al
Goods and works shall be procured in accordance with the provisions of Section |
of the "CQuidelines for Procurenent under |IBRD Loans and | DA Credits” published by the
Bank in January 1995 and revised in January and August 1996, Septenber 1997 and

January 1999 (the Cuidelines) and the follow ng provisions of Section | of this
Schedul e.

Part B: International Conpetitive Bidding
1. Except as otherw se provided in Part C of this Section, goods, and works shall
be procured under contracts awarded in accordance with the provisions of Section Il of

the CGuidelines and paragraph 5 of Appendix 1 thereto.

2. The follow ng provisions shall apply to goods and works to be procured under
contracts awarded in accordance with the provisions of paragraph 1 of this Part B.

(a) Prequalification

Bi dders for works estinmated to cost $10, 000, 000 equi val ent per contract or nore
shal | be prequalified in accordance with the provisions of paragraphs 2.9 and 2.10 of
t he Cui delines.

(b) Preference for donestically manufactured goods

The provisions of paragraphs 2.54 and 2.55 of the Quidelines and Appendi x 2
thereto shall apply to goods nmanufactured in the territory of the Borrower.

(c) Notification and Adverti sing

The invitation to prequalify or bid for each contract estinmated to cost
$10, 000, 000 equi val ent or nmore shall be advertised in accordance with the procedures



applicable to large contracts under paragraph 2.8 of the GQuidelines
Part C O her Procurenent Procedures
1. I nt ernati onal Shopping

Goods estimated to cost |ess than $1, 000,000 equi val ent per contract, up to an
aggregate anmpunt not to exceed $7, 000,000 equival ent, may be procured under contracts
awar ded on the basis of international shopping procedures in accordance with the
provi si ons of paragraphs 3.5 and 3.6 of the Guidelines.

2. Nat i onal Shoppi ng

Goods estimated to cost |ess the $250, 000 equi val ent per contract, up to an
aggregate anmpbunt not to exceed $5, 600,000 equival ent, may be procured under contracts
awar ded on the basis of national shopping procedures in accordance with the provisions
of paragraphs 3.5 and 3.6 of the Cuidelines.

3. Procurenment of Small Wrks

Wrks estimated to cost |ess than $500, 000 equi val ent per contract, up to an
aggregat e anmount not to exceed $1, 730, 000 equi val ent, may be procured under | unp-sum
fixed-price or unit rate contracts awarded on the basis of quotations obtained from
three (3) qualified domestic contractors in response to a |ocal advertisement. The
invitation shall include a detail ed description of the works, including basic
specifications, the required conpletion date, a basic form of agreement acceptable to
the Bank, and rel evant draw ngs, where applicable. The award shall be made to the
contractor who offers the | owest price quotation for the required work, and who has
the experience and resources to conplete the contract successfully.

4. Pur chase of Construction Materials

Construction naterials for repairs or rebuilding of danmaged houses, estinmated to
cost up to $8,500 equival ent for each housing unit and not to exceed $17, 440,000 in
the aggregate, shall be procured conpetitively from donestic sources

Part D Revi ew by the Bank of Procurenent Decisions
1. Pr ocurenent Pl anni ng

Prior to the issuance of any invitations to prequalify for bidding or to bid for
contracts, the proposed procurenent plan for the Project shall be furnished to the
Bank for its review and approval, in accordance with the provisions of paragraph 1 of
Appendi x 1 to the Cuidelines. Procurenent of all goods and works shall be undertaken
in accordance with such procurenent plan as shall have been approved by the Bank, and
with the provisions of said paragraph 1.

2. Prior Review

Wth respect to: (i) each contract for goods estinmated to cost the equival ent of
$1, 000, 000 or nore; and (ii) each contract for works estimated to cost the equival ent
of $5, 000,000 or nore, the procedures set forth in paragraphs 2 and 3 of Appendix 1 to
the Guidelines shall apply.
3. Post Revi ew

Wth respect to each contract not governed by paragraph 2 of this Part, the
procedures set forth in paragraph 4 of Appendix 1 to the Cuidelines shall apply.

Section I1I. Enpl oynent of Consultants
Part A Gener a

Consul tants’ services shall be procured in accordance with the provisions of the
Introduction and Section IV of the “CGuidelines: Selection and Enpl oynment of

Consul tants by World Bank Borrowers” published by the Bank in January 1997 and revised
in Septenber 1997 and January 1999 (the Consultant Cuidelines) and the foll ow ng



provi sions of Section Il of this Schedule.
Part B: Quality- and Cost-based Sel ection

1. Except as otherw se provided in Part C of this Section, consultants’ services
shal | be procured under contracts awarded in accordance with the provisions of Section
Il of the Consultant Cuidelines, paragraph 3 of Appendix 1 thereto, Appendix 2
thereto, and the provisions of paragraphs 3.13 through 3.18 thereof applicable to
quality- and cost-based sel ection of consultants

2. The follow ng provisions shall apply to consultants’ services to be procured
under contracts awarded in accordance with the provisions of the preceding paragraph
The short list of consultants for services, estimated to cost |ess than $200, 000

equi val ent per contract, may conprise entirely national consultants in accordance with
the provisions of paragraph 2.7 of the Consultant Guidelines

Part C O her Procedures for the Selection of Consultants
1. Sel ection Based on Consultants’ Qualifications

Services for construction of sites, preparation of construction designs, and
soil investigations estimated to cost |ess than $100, 000 equi val ent per contract may
be procured under contracts awarded in accordance with the provisions of paragraphs
3.1 and 3.7 of the Consultant Cuidelines.

2. Si ngl e Source Sel ection

Services for soil investigation, designs and mappi ng and site planning which are
estimated to cost |ess than $50, 000 equival ent per contract, may, with the Bank’'s
prior agreement, be procured in accordance with the provisions of paragraphs 3.8
through 3.11 of the Consultant Cuidelines.

3. I ndi vi dual Consultants

Services for tasks that neet the requirenents set forth in paragraph 5.1 of the
Consul tant Cui delines shall be procured under contracts awarded to individua
consultants in accordance with the provisions of paragraphs 5.1 through 5.3 of the
Consul tant Cui del i nes.

Part D Revi ew by the Bank of the Selection of Consultants
1. Sel ection Pl anni ng

Prior to the issuance to consultants of any requests for proposals, the proposed
plan for the selection of consultants under the Project shall be furnished to the Bank
for its review and approval, in accordance with the provisions of paragraph 1 of
Appendi x 1 to the Consultant Cuidelines. Selection of all consultants’ services shal
be undertaken in accordance with such selection plan as shall have been approved by
the Bank, and with the provisions of said paragraph 1.

2. Prior Review

(a) Wth respect to each contract for the enpl oynent of consulting firns
estimated to cost the equival ent of $200,000 or nore, the procedures set forth in
paragraphs 1, 2 (other than the third subparagraph of paragraph 2(a)) and 5 of
Appendi x 1 to the Consultant Cuidelines shall apply.

(b) Wth respect to each contract for the enpl oynent of consulting firns
estimated to cost the equival ent of $100,000 or nore, but |less than the equival ent of
$200, 000 the procedures set forth in paragraphs 1, 2 (other than the second
subpar agraph of paragraph 2(a)) and 5 of Appendix 1 to the Consultant Guidelines
shal | apply.

(c) Wth respect to each contract for the enpl oynent of individua
consultants estimated to cost the equival ent of $50,000 or nore, the qualifications
experience, terms of reference and terns of enploynment of the consultants shall be
furnished to the Bank for its prior review and approval. The contract shall be



awarded only after the said approval shall have been given.
3. Post Revi ew

Wth respect to each contract not governed by paragraph 2 of this Part, the
procedures set forth in paragraph 4 of Appendix 1 to the Consultant Guidelines shall

apply.
SCHEDULE 5
I mpl enent ati on Program

Wthout any limtation or restriction upon any other provision of this
Agreement, for the purposes of Section 3.01(b) hereof, the Inplenmentation Program for
Parts A1, A3, A4, B, Cand D of the Project shall consist of the follow ng
provi si ons:

1. The Borrower shall carry out the Project through the PIU and the Project

| npl ement ati on Agencies in accordance with the requirenents set forth or referred to
inthe PIP, including the Eligibility Criteria for the selection of financing fromthe
proceeds of the Loan of investnents under the Project. The Project |nplenentation
Agenci es shall be responsible for carrying out the respective parts of the Project as
foll ows:

Part A of the Project: MO, GI-PIU TCP, MW GCeneral Directorate of Land
Regi stration and Cadastre and General Directorate of State Land.

Part B of the Project: PIU, relevant nmunicipalities and MOH.
Part C of the Project: PIU and rel evant nunicipalities.
Part D of the Project: PIU and | ocal offices.

2. The Borrower shall establish and thereafter maintain, until the conpletion of
the Project, the Steering Conmittee conprised of the Mnister of Public Wrks and
Settlement as chairman, and includes the State Mnister responsible for the Housing
Devel opnent Agency, the State M nister responsible for social services, the Mnister
of Health, the Mnister of Industry and Trade, the Mnister of Interior, the
Undersecretary of the Prime Mnister, the Undersecretary of Treasury, the
Undersecretary of the State Planning Organization and the Governors and Mayors of the
Proj ect Areas.

3. The Borrower shall transfer the PIUto the Prime Mnister’'s Ofice and provide
al |l necessary resources to enable such Unit to be operational by Novenber 30, 1999.
The Borrower shall thereafter until the conpletion of the Project, naintain the PIU
with resources, staff, facilities and under terns of reference satisfactory to the
Bank. PIU shall have the responsibility for Project inplenentation and coordination
i ncl udi ng:

(a) preparation of work prograns under the Project;

(b) verification of satisfaction of the Eligibility Criteria in respect of
all conmponents of the work prograns under the Project;

(c) coordi nation of and assistance to the activities of Project
I mpl emrent ati on Agenci es under the Project;

(d) managenent of Project finance, including nmaintenance of the Special
Account and arranging for the audit thereof;

(e) ensuring preparation of bidding and contract docunents in accordance with
agreed procurenment procedures and nanagenent of procurenment procedures under the
Proj ect;

(f) supervi sion of inplenentation of work prograns under the Project; and

(9) preparation and furnishing to the Bank of quarterly progress reports on



Project inplenentation prepared in accordance wi th guidelines satisfactory to the
Bank.

4, The Borrower shall, not later than March 31, 2000, establish at |east three
| ocal offices in selected Project Areas, as agreed between the Borrower and the Bank

5. The Borrower shall, not l|ater than Novenber 22, 1999, establish and thereafter
mai ntain the EMAT, with resources, staff and facilities and under terns of reference
satisfactory to the Bank

6. The Borrower shall, not later than Decenmber 31, 2000 prepare and subnmit to the
Parlianent amendnments to the Disaster Law, Devel opnent Law and Tender Law in form and
subst ance satisfactory to the Bank

7. The Borrower shall, not |ater than Decenber 15, 1999, establish and thereafter
mai ntain until conpletion of the Project, the MERLIS Conmittee conprised of the
General Director of Land Registration and Cadastre as chairman and representatives of
the General Directorate of State Land, relevant nmunicipalities in the Project Areas
and CGeneral Directorate of Technical Research and Inplenmentation within MPW5, to
fornmulate [and policy inprovenments, to advise on Project planning and i nplenentation
and ensure availability and transparency of information to users of cadastral data.

8. The Protocol to be entered into between the PIU and each Project |nplenmentation
Agency, other than TCIP, shall include, inter alia, provision with respect to:
(a) description of the activity to be financed under the Protocol and the

amount of the proceeds of the Loan to be nade available to the Project |nplenentation
Agency for the inplementation thereof;

(b) the arrangenent for inplenmentation of such activity under the overal
supervi sion of the PIU

(c) undert akings of the Project Inplenentation Agency to maintain separate
records and accounts for such activity and to furnish the PIUw th quarterly reports
on progress of the inplenmentation thereof;

(d) the obligation of the Project Inplenentation Agency to undertake, under
the overall supervision of the PIU, the procurenent of goods, works and services under
such activity in accordance with the provisions of Schedule 4 to this Agreenment; and

(e) the technical assistance need, if any, to be provided to the Project
| mpl ement ati on Agency for inplementation of the activity.

9. The Borrower shall, not later than Novenber 30, 1999, select potential sites in
size and | ocation satisfactory to the Bank, for the construction of urban househol d
units in Golcuk, lIzmt and Adapazari

10. The Borrower shall

(a) mai ntai n policies and procedures adequate to enable it to nonitor and
eval uate on an ongoi ng basis, in accordance with indicators acceptable to the Bank
the carrying out of the Project and the achi evenent of the objectives thereof;

(b) prepare, under terns of reference satisfactory to the Bank, and furnish
to the Bank, on or about March 31, 2001, a report integrating the results of the
nmonitoring and eval uation activities performed pursuant to paragraph (a) of this
Section, on the progress achieved in the carrying out of the Project during the period
preceding the date of said report and setting out the neasures recommended to ensure
the efficient carrying out of the Project and the achi evement of the objectives
thereof during the period following such date; and

(c) review with the Bank, by May 31, 2001, or such later date as the Bank
shall request, the report referred to in paragraph (b) of this Section, and,
thereafter, take all neasures required to ensure the efficient conpletion of the
Proj ect and the achi evenment of the objectives thereof, based on the conclusions and
recomrendati ons of the said report and the Bank’s views on the matter.



SCHEDULE 6

I mpl enent ati on Program for the
Nat i onal Catastrophic |Insurance Program

Wthout any limtation or restriction upon any other provision of this Agreenent
or the Qperations Manual, for the purposes of Section 3.01(b) hereof, the
| npl ementation Program for Part A 2 of the Project shall consist of the follow ng
provi si ons:

1. Responsibility to supervise the activities and perfornance of TCI P generally,
including its conpliance with the Subsidiary Loan Agreenent and the requirements and
procedures set forth in the Operations Manual, shall be vested with GDI, to be
mai nt ai ned by the Borrower throughout the duration of the Project, wth nenbership and
terns of reference at all times satisfactory to the Bank

2. GDl - Pl U shal |

(a) prepare the TCI P Legal Franmework, including the Charter, the Standard
Form of Earthquake | nsurance Policy, the Operations Manual and the Pool Managenent
Agreement, as well as the necessary amendnments to the Disaster Law,

(b) propose eligibility criteria to the Bank for the participation in the
Nat i onal Catastrophic Insurance Program of domestic insurance conpanies duly |icensed
by GDI to carry on business in the Republic of Turkey;

(c) draw up terns of reference and requests for proposals satisfactory to the
Bank, conduct eval uations, and make reconmmendati ons for appointment to the TCI P Board,
regardi ng the sel ection of:

(i) a reinsurance internmedi ary appointed to design a programto
achi eve the obj ectives of TCIP and based on nodeling, to
negotiate with reinsurers and/or capital markets, to evaluate the
guot ati ons and products offered by the markets, to report on
their cost effectiveness in ternms of the cost of reduci ng ri sk
and to place the programin the narket; and

(ii) an investnent adviser appointed to ensure that the best return is

obt ai ned fromTCIP's investnent portfolio, subject to risk and
liquidity objectives of the TCP. The investrment adviser will: (i)
advi se on investnment strategy; (ii) advise on investnent nmandate
and constraints; (iii) advise on asset all ocation; (iv) assist in
the conpetitive selection of asset managers; and (v) monitor the
performance of the chosen asset nanagers agai nst the per f or mance
of their peers

(d) once TCIP is established and the nmenbers of its Board of Directors have
been appoi nt ed:

(i) provi de advice to the TCIP Board on technical matters, including

of an i nsur ance nat ure;

(ii) prepare annual budget estinmates for Project-related activities
(tasks) and submit these to the TCIP Board for approval, as well
as provide financial reporting in general

(iii) nonitor, evaluate and report periodically to the TCIP Board on the
activities perforned by MIIi Re pursuant to the Pool Mnagenent
Agreement; and

(iv) provi de substantive | eadership for the Project and serve as an

interface for rel ati ons between the Borrower and the Bank on key

i ssues of Project i mpl enent ati on.

3. Once it has been established followi ng the adoption of the TCIP Legal Framework,
TC P shall

(a) adopt the Operations Manual, including the Standard Form of Earthquake



I nsurance Policy;

(b) prepare or cause to be prepared, on the basis of principles acceptable to
the Bank, and furnish to the Bank, a Ri sk Managenent Plan prior to issuing any
Eart hquake | nsurance Policies and, thereafter, prepare or cause to be prepared, on the
basis of such principles, and furnish to the Bank, new and updated Ri sk Managenent
Pl ans whenever and so often as the prudent nmanagenent of the risk exposure carried by
TGP in the conduct of its business, operations and affairs may warrant, and afford
the Bank a reasonabl e opportunity to exchange views with TCIP on said Plan and said
updat ed Pl ans;

(c) enter into the Subsidiary Loan Agreenent with the Borrower;

(d) enter into the Pool Managenent Agreenent with MIIi Re, pursuant to
which, inter alia, MIli Re will nmanage the distribution of Earthquake |nsurance
Policies and the settlement of Eligible Clains, and TCIP nay del egate to MIli Re the

power and authority to negotiate and conclude on its behal f Reinsurance Transacti ons,
the Agency Agreements and such other matters, if any, as TCIP may el ect;

(e) enter into Reinsurance Transactions, taking into account the advice that
shal | have been provided by the reinsurance internediary (see paragraph 2(c)(i)
above);

(f) enter into Agency Agreenents with donmestic insurance conpani es sel ected
by TCIP on the basis of the eligibility criteria established by GDI-PlU (see paragraph
2(b) above) (Approved |nsurers);

(9) i ssue Earthquake Insurance Policies in the formof the Standard Form of
Eart hquake | nsurance Policy, which Policies shall be distributed to Earthquake
I nsurance Hol ders through Approved |nsurers, which Insurers shall be responsible to
coll ect fromsuch Hol ders the premiumtherefor established fromtime to tinme by the
Borrower and renit sane to TCIP on a nonthly basis, together with a report regarding
the policies sold and the prem uns collected in the previous nonth

(h) select a reinsurance internediary pursuant to the procedure set forth in
Part B of Section Il of Schedule 4 to this Agreenent;

(i) subj ect to paragraph 3(i) of this Schedule 6, hold accunul ated prem uns
in a segregated escrow or trust account (or in a separate account which, under the
| aws of the Borrower, would enjoy at |east equivalent protection from seizure, set-off
or attachment), for the benefit of Earthquake |nsurance Holders only, with a
conmerci al bank acceptable to the Bank and, with the assistance of an investnment
advi ser (see paragraph 2(c)(ii) above), invest such funds in accordance with the
requirenents set forth in the Operations Manual, including the relevant asset
allocation criteria. For greater certainty and the avoi dance of any doubt, the parties
hereto agree that: (i) the Operations Manual shall provide that at least fifty per
cent (50% of such funds shall be invested in foreign assets or foreign investnents;
and (ii) to the extent pernitted by the |aws of the Borrower, such foreign assets or
foreign investments shall be held offshore, subject to trust arrangenents acceptable
to the Borrower and to the Bank, governed by the |laws of England and \Wal es;

(j) once its long termassets (those funds not required to finance its
wor ki ng capital requirements) have accunul ated to an anmount equal to $50 million
enter into the Financial Mnagement Agreenent with a reputabl e asset nanager
satisfactory to the Bank to assist in nanagi ng such assets

(k) followi ng the occurrence of a Covered Risk
(i) nomi nate and appoint to act on its behalf duly qualified,
i ndependent private | oss adjusters, who shall report on its behalf
to MIli Re regarding Eligible C ai ns;

(ii) file clainms under the Reinsurance Transactions then in force and
recover the amount s payabl e thereunder as pronptly as possible

(iii) in an orderly fashion, so as to preserve the val ue thereof,
i qui date as many of its long termassets as nay be necessary under the
ci rcunst ances



(iv) ensure that any amounts withdrawn fromthe Loan Account serve a

productive purpose by enploying these exclusively to finance, in
part, the paynment of Eligible O ains;

(v) except in the circunstances contenplated in the final paragraph of
par agr aph 3(c)(i) of Schedule 1 to this Agreenment, in support of any
application for wi t hdrawal of the proceeds of the Loan
allocated fromtime to tine to Category (5) inthe table in the
Schedule 1 to this Agreement, prepare a certificate, in form and
substance satisfactory to the Bank, froma senior officer of TCIP to the

effect that; (a) the amount claimed in such application for w thdrawal
is in respect of such part of Eligible Cains which, under Reinsurance
Transactions, renains the obligation of TCIP, as specified in the R sk
Managenent Plan then in effect, or in respect of the excess of the
recoveries recei vabl e by TCI P under Rei nsurance Transactions as a
result of the occurrence of such Covered Risk, or both, in
any case as in effect as at the date of such application, together with
an indication of the relevant anount in each such case; (b) with
respect to any amount clainmed for purposes of paynent of such
part of Eligible C ains which, under Reinsurance
Transactions, renains the obligation of TCIP, TCI P either has paid, or has
funds available to pay, at |east 60% of such amount (with evidence
satisfactory to the Bank) and the ampunt cl ai ned does not

exceed 40% t hereof ; (c) with respect to any anount clained for

pur poses of paynment of Eligible Clainms in excess of ampunts

recei ved by TCl P under Rei nsurance Transactions as a result of the
occurrence of such Covered Ri sk, the anmount actually recei vabl e by

TCI P under such Reinsurance Transactions then in effect (with
evi dence satisfactory to the Bank); (d) the anmount clained under the
application for w thdrawal have not been clainmed previously; and (e) such
amount requested has not been financed and will not be financed

from any ot her source, and will be used exclusively for purposes of
the payment of Eligible Cl ai ns. Notwithstanding cl ause (b) above, the
Borrower may request the Bank to fund up to $17 mllion toward the
paynent of such part of Eligible Cainms whi ch, under

Rei nsurance Transactions, renmains the obligation of TCI P; and

(vi) on the basis of the Borrower’s announcenent referred to in Section

4 of this Schedul e 6 and on the basis of the reports filed by its |oss
adj usters, settle pronptly all Eligible Clainms in accordance with the
provisions set forth in t he Earthquake | nsurance Policies.

(1) mai ntain records of all Earthquake Insurance Policies issued, all |oss

adj ustment reports and all records relating to the payment of Eligible dains, for at
| east one (1) year follow ng receipt by the Bank of the relevant audit report provided
for under Section 4.01(b)(ii) of this Agreenment; and

(m commencing 6 nonths after the establishnment of TCIP and semi -annual ly
thereafter, furnish or cause to be furnished to the Bank a report specifying the
nunmber of Earthquake Insurance Policies issued, the amount of prem uminconme received,
and a description in reasonable detail of the nature and anmobunt of its assets by
cl ass.

4, As pronptly as possible followi ng the occurrence of a Covered Ri sk, the Borrower
shal | make a public announcenent in which it shall, anong other matters, provide its
best reasonable estinate of the extent of the |osses suffered by residential dwellings
as a result thereof, as well as confirm whether such |osses will be within the
financial resources of, and available to, TCIP at the rel evant date (including

accurul ated prem um reserves and investment incone, recoveries under Reinsurance
Transactions and any unwit hdrawn amount in the Loan Account), in which case Eligible
Claims will be paid by TP in full, or whether such | osses exceed such financi al
resources, in which case Eligible Claim will be prorated accordingly.

5. Subj ect to the provisions of paragraphs (a) and (b) of this paragraph 5, the
Borrower shall, for the purposes of financing clains under the National Catastrophic
I nsurance Program if deemed to be justified by the Bank under the circumstances



existing at the tinme, be entitled to withdraw on the C osing Date the balance, if any,
in the Loan Account allocated at that time to Category (5) in the table in Schedule 1
to this Agreement on such Date, subject to the follow ng provisions:

(a) no | ater than by Novenber 30, 2004, the Borrower shall have provided the
Bank with witten confirmation of its intention to withdraw, on the C osing Date, the
entire bal ance so renmai ning unwithdrawn in the Loan Account for the purposes of
financing such claims by supplenenting the financial reserves then established by TC P
for such purposes; and

(b) no wi t hdrawal of such bal ance remai ning shall be nmade unl ess the Bank
is satisfied with the progress achieved by TCIP in the inplenmentation of the National
Cat astrophi ¢ I nsurance Program and an agreenent is reached anmong the Bank, the
Borrower and TCIP as to the use of such proceeds.

6. (i) O her than for the purposes of paragraph 5 of this Schedule 6
above, if the Bank shall have deternined at any tine that any

di sbursement out of the Loan Account: (a) was nade other than to
permit TCIP to pay Eligible dains; or (b) was not justified by the
evidence furnished to the Bank, the Borrower shall, pronptly upon notice
fromthe Bank: (A) provide such additional evidence as t he Bank may
request; or (B) refund to the Bank an anpbunt equal to the anmount of

such amount withdrawn deposit fromthe Loan Account or the portion thereof
not so eligible or justified. Unless the Bank shall otherw se agree, no
further disbursenent by the Bank fromthe Loan Account shall be made

until the Borrower has provided such evidence or nmade such deposit or
refund, as the case nay be.

(ii) Refunds to the Bank nade pursuant to the above paragraph 6(i)
shal | be credited to the Loan Account for subsequent
wi t hdrawal or cancellation in accordance with the rel evant

provi sions of this Agreenent, including the CGeneral Conditions.



