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LOAN NUMBER 4495 TU
PRQIECT AGREEMENT

AGREEMENT, dated August 2, 1999, between | NTERNATI ONAL BANK FOR RECONSTRUCTI ON
AND DEVELOPMENT (the Bank) and TURKI YE TEKNOLQJI GELI STI RVE VAKFI (TTGV).

WHEREAS (A) by the Loan Agreenent of even date herewith between the Republic of
Turkey (the Borrower) and the Bank, the Bank has agreed to make available to the
Borrower an anmpunt equal to one hundred fifty-five mllion dollars ($155, 000, 000), on
the terms and conditions set forth in the Loan Agreement, but only on condition that
TTGV agree to undertake such obligations toward the Bank as are set forth in this
Agr eenent ;

(B) by a Subsidiary Finance Agreenent to be entered into between the Borrower
and TTGV, part of the proceeds of the | oan provided for under the Loan Agreement wil |
be nmade available to TTGV on the terns and conditions set forth in said Subsidiary
Fi nance Agreenent; and

WHEREAS TTGV, in consideration of the Bank’s entering into the Loan Agreenent
with the Borrower, has agreed to undertake the obligations set forth in this
Agr eenent ;

NOW THEREFORE t he parties hereto hereby agree as follows:

ARTI CLE |



Definitions

Section 1.01. Unless the context otherwi se requires, the several terns defined
in the Loan Agreenent, the Preanble to this Agreenent and the General Conditions (as
so defined) have the respective meanings therein set forth.

ARTI CLE |
Execution of Part D of the Project

Section 2.01. (a) TTGV declares its conmtnment to the objectives of the Project
as set forth in Schedule 2 to the Loan Agreement, and, to this end, shall carry out
Part D of the Project with due diligence and efficiency and in conformty with
appropriate adm nistrative, financial, technical and environnmental practices, and
shal | provide, or cause to be provided, pronptly as needed, the funds, facilities
services and other resources required for said Part D of the Project.

(b) Wthout limtation upon the provisions of paragraph (a) of this Section
and except as the Bank and TTGV shall otherw se agree, TTGV shall carry out Part D of
the Project in accordance with the Inplenentation Programset forth in the Schedule to
this Agreenent.

Section 2.02. 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 the
Loan Agreenent.

Section 2.03. (a) TTGV shall carry out the obligations set forth in Sections
9.04, 9.05, 9.06, 9.07, 9.08 and 9.09 of the General Conditions (relating to
i nsurance, use of goods and services, plans and schedul es, records and reports,
mai nt enance and | and acquisition, respectively) in respect of this Agreenent and Part
D of the Project.

(b) For the purposes of Section 9.08 of the General Conditions and without
limtation thereto, TTGV shall

(i) prepare, on the basis of guidelines acceptable to the Bank, and
furnish to the Bank not later than six (6) nonths after the C osing
Date or such |ater date as may be agreed for this purpose between the
Bank and TTGV, a plan for the future operation of Part D of the

Project; and

(ii) afford the Bank a reasonabl e opportunity to exchange views with
TTGV on said pl an

Section 2.04. TTGV shall duly performall its obligations under the Subsidiary
Fi nance Agreenent. Except as the Bank shall otherw se agree, TTGV shall not take or
concur in any action which would have the effect of amending, abrogating, assigning or
wai vi ng the Subsidiary Finance Agreenment or any provision thereof.

Section 2.05. (a) TTGV shall, at the request of the Bank, exchange views with
the Bank with regard to progress of Part D of the Project, the performance of its
obligations under this Agreement and under the Subsidiary Finance Agreenent, and ot her
matters relating to the purposes of the Loan

(b) TTGV shall pronptly informthe Bank of any condition which interferes or
threatens to interfere with the progress of Part D of the Project, the acconplishment
of the purposes of Loan, or the performance by TTGV of its obligations under this
Agreenent and under the Subsidiary Fi nance Agreenent.

ARTI CLE I'I
Managenment and Operations of TTGY

Section 3.01. TTGV shall carry on its operations and conduct its affairs in
accordance with sound administrative, financial, technical and environnental practices



under the supervision of qualified and experi enced managenent assisted by conpetent
staff in adequate nunbers

Section 3.02. TTGV shall at all tines operate and maintain its plant, nmachinery,
equi pnent and ot her property, and fromtine to tinme, pronptly as needed, nake all
necessary repairs and renewal s thereof, all in accordance wi th sound engi neering
financial and technical practices.

Section 3.03. TTGV shall take out and maintain with responsible insurers, or
make ot her provision satisfactory to the Bank for, insurance against such risks and in
such ampbunts as shall be consistent with appropriate practice

Section 3.04. TTGV shall nmmintain, in a manner satisfactory to the Bank, policy
and strategy statenments, a business plan, organization, nmanagenent, personnel
resources, by-laws, and operating procedures.

Section 3.05 TTGV shall, nmmintain an advi sory board, satisfactory to the Bank,
in accordance with international best practices on industry feedback mechani sns.

ARTI CLE |V
Fi nanci al Covenants
Section 4.01. (a) TTGV shall establish and nmamintain a financial nmanagenent
system including records and accounts, and prepare financial statements, in a format
acceptable to the Bank, adequate to reflect the operations, resources and expenditures
and in connection with the carrying out of Part D of the Project.

(b)  TTGV shall:

(i) have the records and accounts referred to in paragraph (a) of this
Section and the records and accounts for the Special Account for each
fiscal year audited, in accordance with appropriate auditing
principles consistently applied, by i ndependent auditors acceptabl e

to the Bank;

(ii) furnish to the Bank, as soon as available, but in any case not

| ater than six (6) months after the end of each such year, the
report of such audit by said auditors, of such scope and in such
detail as the Bank shall have reasonably request ed; and

(iii) furnish to the Bank such other information concerning said records
and accounts and financial statenments as well as the audit
t hereof, as the Bank shall fromtine to tinme reasonably request.

Section 4.02 (a) Wthout limtation upon the provisions of Section 4.01 of this
Agreement, TTGV shall carry out a time-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 TTGV, not |later than Septenber 30, 1999, or such
| ater date as the Bank shall agree, to prepare quarterly Project Managenent Reports
acceptable to the Bank, each of which:

(i) (A) sets forth actual sources and applications of funds for Part D
of the Project, both cumul atively and for the period covered
by said report, and proj ected sources and applications of
funds for Part D of the Project for the si x-nonth period follow ng
the period covered by said report, and (B) shows separately
expendi tures financed out of the proceeds of the Loan during the peri od
covered by said report and expenditures 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 Part D of the Project
i mpl erent ati on, both cunul atively and for the period covered by
said report, and (B) explains vari ances between the actual and
previ ously forecast inplenentation targets; and



(iii) sets forth the status of procurement under Part D of 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, TTGV shall prepare, in accordance with guidelines acceptable to the
Bank, and furnish to the Bank not |ater than forty-five (45) days after the end of
each cal endar quarter a Project Managenent Report for such period.

ARTI CLE V

Ef fective Date; Term nation;
Cancel | ati on and Suspensi on

Section 5.01. This Agreenent shall cone into force and effect on the date upon
whi ch the Loan Agreenent becomes effective.

Section 5.02. This Agreenent and all obligations of the Bank and of TTGV
thereunder shall term nate on the date on which the Loan Agreenment shall terminate in
accordance with its ternms, and the Bank shall pronptly notify TTGV thereof.

Section 5.03. Al provisions of this Agreenent shall continue in full force and
ef fect notwi thstanding any cancel | ati on or suspension under the General Conditions.

ARTI CLE VI
M scel | aneous Provi si ons

Section 6.01. Any notice or request required or permtted to be given or made
under this Agreement and any agreenent between the parties contenplated by this
Agreement shall be in witing. Such notice or request shall be deemed to have been
duly given or made when it shall be delivered by hand or by mail, telegram cable,
telex or radiogramto the party to which it is required or pernmitted to be given or
made at such party’'s address hereinafter specified or at such other address as such
party shall have designated by notice to the party giving such notice or making such
request. The addresses so specified are:

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)
For TTGV:

Tur ki ye Teknol oji Gelistirne Vakfi
Ataturk Bulvan No. 221
Kavakl i dere 06100 Ankara, Turkey

Section 6.02. Any action required or permitted to be taken, and any docunent
required or pernmitted to be executed, under this Agreenment on behalf of TTGV may be
taken or executed by its Secretary-CGeneral or such other person or persons as the
Secretary-General shall designate in witing, and TTGV shall furnish to the Bank
sufficient evidence of the authority and the authenticated specimen signature of each
such person.

Section 6.03. This Agreenent may be executed in several counterparts, each of
whi ch shall be an original, and all collectively but one instrunent.

IN WTNESS WHEREOF, the parties hereto, acting through their duly authorized



representati ves, have caused this Agreement to be signed in their respective nanes in
Ankara, Turkey, as of the day and year first above witten.

| NTERNATI ONAL BANK FCR
RECONSTRUCTI ON AND DEVEL OPMENT

By /s/ Ajay Chhiber
Acting Regional Vice President
Europe and Central Asia

TURKI YE TEKNOLQJI GELI STI RVE VAKFI

By /s/ Akin Caknakci
Aut hori zed Representative

SCHEDULE
I mpl enent ati on Program

1. TTGV shall maintain a project inplenentation unit (PIU and a central project

i mpl ementation unit (CPIU) on the basis of terms of reference and with staff and other
resources satisfactory to the Bank which shall be responsible for the overal
coordinati on of the Project, including the managenent and i nplenentation of Part D of
the Project in accordance with the requirements set forth or referred to in the PIP.

2. TTGV shall relend to or nake available to eligible Beneficiaries on the basis of
Sub-finance Agreenments, the proceeds of the Loan allocated fromtine to tine to
Category (4) (c) of the table set forth in Schedule 1 to the Loan Agreenment to finance
Sub-projects, on terns and conditions set forth or referred to in the Annex to this
Schedul e except as otherwi se agreed with the Bank

3. TTGV shall: (a) by August 31, 1999, prepare and furnish, to the Bank a proposed
technol ogy support services program setting forth the technical assistance, training
and information di ssem nation activities for small and nedi um size enterprises, for
revi ew and comment by the Bank; and (b) by Septenmber 30, 1999, put into effect said
outreach program taking into consideration the comrents and recomendati ons of the
Bank.

4, TTGV shall take all neasures, satisfactory to the Bank, required on its part to
assist the Borrower in the establishment of an independent national accreditation
council in accordance with the provisions of paragraph 2 of Schedule 5 to the Loan

Agr eenent .

5. TTGV shall, take all neasures required on its part to assist the State Pl anning
Organi zation of the Borrower to prepare and furnish to the Bank by August 31, 1999, an
i mpl ementation plan for carrying out the Y2K pil ot program

6. TTGV shall: (a) prepare and furnish to the Bank, by October 31 of each cal endar
year, its operational plans for the follow ng cal endar year, including its
requirenents for financing Sub-projects and for equipment, technical assistance and
training, together with the proposed budget and procurenment plans for said

requi renents; and (b) taking into consideration the comrents and recomendati ons of
the Bank, put into effect said operational plan for the followi ng cal endar year.

7. TTGV shall, in coordination with the Borrower:

(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 satisfactory to the Bank
the carrying out of Part D of the Project and the achi evenment of the objectives
t her eof ;

(b) prepare, under terns of reference satisfactory to the Bank, and furnish



to the Bank, on or about June 30, 2001, a mid-termreport integrating the results of
the nonitoring and eval uation activities perforned pursuant to paragraph (a) of this
Section, on the progress achieved in the carrying out of Part D of the Project during
the period preceding the date of said report and setting out the measures recomended
to ensure the efficient carrying out of the Project and the achi evement of the

obj ectives thereof during the period follow ng such date; and

(c) review with the Bank, by July 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 including, inter alia, revision of the PIP and the
annual operational programfor the followi ng cal endar year as agreed with the Bank
required to ensure the efficient conpletion of Part D of the Project and the
achi everrent of the objectives thereof, based on the conclusions and reconmendations of
the said report and the Bank’s views on the matter.

ANNEX TO THE SCHEDULE
Terns and Conditions of the Sub-finance

1. Sub-finance shall be made by TTGV to: (a) private enterprises for technol ogy
devel oprment financing; (b) technol ogy service centers; (c) technopark enterprises; and
(d) venture capital funds. Each Beneficiary shall have established, to the
satisfaction of TTGY, on the basis of operational guidelines to be adopted by TTGV as
agreed with the Bank, that it has a sound structure and the organi zati on, managenent,
busi ness plan, staff and other resources required for the efficient carrying out of

t he Sub-project.

2. For the purpose of paragraph 1(a) of this Annex to the Schedule, the
Sub-finance: (i) shall be provided to private enterprises; (ii) the anount financed by
TTGV shal |l not exceed fifty percent (50% of the total Sub-project cost; and (iii) at

| east thirty percent (30% of the Sub-project cost shall be financed by the
Beneficiary fromits own resources

3. For the purpose of paragraphs 1(b) and 1(c), respectively, of this Annex, the
Sub-finance: (i) shall not exceed twenty percent (20% of the total Sub-project cost;
and (ii) shall be co-financed by other sector agencies, including agencies in the
private sector.

4, For the purposes of paragraph 1(d) of this Annex, the Sub-finance: (i) shall not
exceed thirty percent (30% of the total Sub-project cost; and (ii) shall be
co-financed by other sector agencies, including agencies in the private sector

5. Sub-finance shall be nmade by TTGV for Sub-projects which are: (a) determi ned on
the basis of guidelines acceptable to the Bank to be technically feasible and
conmercially viable; and (b) designed with appropriate environnental standards
consistent with the legislation of the Borrower.

6. Sub-finance made by TTGY nmay conprise a range of financing, including | oans, and
equity and any other type of financing as agreed with the Bank and as specified in the
PI P.

7. Unl ess otherwise agreed with the Bank: (a) the principal amount of each
Sub-finance referred to in paragraph 1(a) of this Annex shall be limted to an anount
of $2, 000, 000 equi val ent, of which seventy-five percent (75% shall be financed from
the proceeds of the Loan and the sum of Sub-finance outstanding at any time to one
singl e Beneficiary shall not exceed $2, 000,000 equivalent; (b) the principal amunt of
each Sub-finance referred to in paragraph 1(b) of this Annex shall be linted to an
amount of $1, 000, 000 equi val ent; (c) the principal anmount of each Sub-finance referred
to in paragraph 1(c) of this Annex shall be limted to an amount of $2,500, 000
equi val ent; and (d) the principal amunt of each Sub-finance referred to in paragraph
1(d) of this Annex shall be linmted to an anpbunt of $4, 000, 000

8. Except as the Bank shall otherw se agree, no new conmtnents for Sub-finance
shal | be nmade above the aggregate anpbunt of $20, 000,000, unless TTGV shall have
furnished to the Bank evidence showing that a collection rate of not less then
seventy-five percent (75% has been maintained by TTGY, on all |oans made by TTGV

i ncl udi ng Sub-finance financed out of the proceeds of the Loan



9. The maturity of each Sub-finance in the formof a loan shall not be nore than
six (6) years, inclusive of a grace period of not nore than three years.

10. Each Sub-finance in the formof a |loan shall be charged interest or a service
fee, on the principal anmount thereof w thdrawn and outstanding fromtine to time, at
the rate of interest of TTGV applicable for research and devel opnent | oans based on
TTGV' s interest rate and service fee policies satisfactory to the Bank

11. The first five (5) Sub-finance and non-free-limt Sub-finance shall be subject
to prior review by the Bank. For the purposes of the Loan Agreement and this
Agreenent, a free-limt Sub-finance shall be a Sub-finance for a Sub-project defined
in paragraph 1(a) of this Annex to Schedule 1, and shall be in an anmount to be
financed out of proceeds of the Loan and not exceeding the anount, which shall be
determ ned by the Bank based on the experience of first five (5) Sub-finance, when
added to any other outstanding anounts financed or proposed to be financed out of the
proceeds of the Loan or of any other |oan, provided for in any outstanding |oan
agreenent between the Bank and the Borrower entered into before the date of this
Agreement, the proceeds of which have been or are being used for financial goods and
services directly and materially related to such Sub-project.

12. TTGV shall maintain pre-screening, evaluation and supervision procedures for
Sub-finance, satisfactory to the Bank, including review of each Sub-project.

13. No expenditures for goods or services required for a Sub-project shall be
eligible for financing out of the proceeds of the Loan unless: (a) the Sub-finance for
such Sub-project shall have been approved by the Bank and such expenditures shall have
been made not earlier then 120 days prior to the date on which the Bank shall have
recei ved the application and information required under paragraph 13 (a) of this Annex
to Schedule 1 in respect of such Sub-finance; or (b) the Sub-finance for such

Sub- proj ect shall have been a free-linmt Sub-finance for which the Bank has authorized
withdrawal s fromthe Loan Account and such expenditures shall have been nade not
earlier than 120 days prior to the date on which the Bank shall have received the
request and information required under paragraph 13 (a) of this Annex to Schedule 1 in
respect of such free-linmt Sub-finance

14. (a) Wien presenting a Sub-finance (other then a free-limt Sub-finance) to the
Bank for approval, TTGV shall furnish to the Bank an application, in formsatisfactory
to the Bank, together with: (i) a description of the Beneficiary and an appraisal of
the Sub-project, including a description of the expenditures proposed to be financed
out of the proceeds of the Loan; (ii) the proposed ternms and conditions of the
Sub-finance, including the schedule of anortization of the Sub-finance; and (iii) such
other infornation as the Bank shall reasonably request.

(b) Each request by TTGV for authorization to nmake withdrawals fromthe | oan
Account in respect of a free-limt Sub-finance shall contain: (i) a summary
description and eval uation of the Beneficiary and the Sub-project, including a
description of the expenditures to be financed out of the proceeds of the Loan; and
(ii) the terms and conditions of the Sub-finance, including the schedul e of
anortization thereof.

(c) Applications and requests nade pursuant to the provisions of
sub- paragraphs (a) and (b) of this paragraph shall be presented to the Bank on or
bef ore June 30, 2003

15. Sub-finance shall be nmade on terns whereby TTGV shall obtain, by witten
contract with the Beneficiary or by other appropriate |egal neans, rights adequate to
protect the interests of the Bank, the Borrower and TTGV, including the right to:

(a) require the Beneficiary to carry out and operate the Sub-project with
due diligence and efficiency and in accordance with sound technical, financial and
manageri al standards and to nmintain adequate records

(b) requi re that goods, works and services shall be procured in accordance
with comrercial practices or the procedures provided in Part C. 5 of Schedule 4 to the
Loan Agreenent, and that such goods shall be used exclusively in the carrying out of
t he Sub-project;



(c) i nspect, by itself or jointly with representative of the Bank and the PIU
on behal f of TTGV, the goods and the sites, works, plans and construction included in
the Sub-project, the operation thereof, and any rel evant records and docunents;

(d) require that the Beneficiary shall take out and maintain such insurance
agai nst such risks and in such amounts, as shall be consistent with sound business
practice, including such insurance to cover hazards incident to the acquisition,
transportation and delivery of good financed out of the proceeds of the Loan to the
pl ace of use or installation, any indemity thereunder to be made payable in a
currency freely usable by the Beneficiary to replace or repair such goods

(e) carry out and operate the Sub-project in accordance with appropriate
health, safety and environmental standards in accordance with Turkish |egislation;

(f) obtain all such information as the Bank or the PIU on behal f of TTGV
shal | reasonably request relating to the foregoing and to the admi nistration
operations and financial condition of the Beneficiary and to the benefits to be
derived fromthe Sub-project; and

(9) suspend or termnate the right of the Beneficiary to the use of the
proceeds of the Loan upon failure by such Beneficiary to performits obligations under
its contract with TTGV



