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|. April 2009 Budget Execution Results

A. A Brief Outlook at the Central Government
Budget Implementation 2009 April Month End

Results - Executive Summary

Budget implementation results announced by the Ministry
of Finance indicate that central government budget has a
deficit of around 20 billion TL as of the end of April. In
the given period, officially defined primary balance had a
surplus of 1 billion TL whereas program defined primary
surplus has a deficit of 6 billion TL. While budget
revenues have improved by 4% compared to the same
period last year, the rise in budget expenditures reached
6 times of revenues at 24.6% leading to a budget deficit as
of the end of April high above the estimates for overall
deficit for 2009.

Therefore, April implementation results together with the
results attained over the first quarter of the year have
confirmed that budget deficit has almost two folded the
original estimates and that the deficit will grow further at
the end of the year. While 25% of the primary budget
allocations have been spent in the first three months of
the year when compared to the same period last year, the
proportion have reached 32.9% as of the end of April.
Consequently, it appears that primary expenditures have
elevated steeply in April. Over the same period last year,

31% of the allowances were used.

In terms of revenues, a 4 percentage point fall to 27.1%
was observed, as compared to the same period last year.
Reduction in tax revenues is more striking. Despite the
income tax collections carried out at the end of April, the
rate realized was 25.2% as compared to the original
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estimates, and decreased by almost 6 percent than the
previous year as per the revised estimates of the Pre-

accession Economic Program (PEP).



Table 1. Central Government Budget February 2008
Realizations (Compared to 2007)

Real. Com. Real. Com.

to 08 Year- to 2009
million YTL April 08 April09  Change (%) end allow.
Expenditures 70.200 87.435 24,55 31,07 33,74
1-Primary Expendiutes 52.283 66.306 26,82 29,82 32,88
Personnel 16.526 19.199 16,17 33,85 33,56
Govern. Premiums to Social Security 2.074 2.326 12,17 32,40 32,12
Good and Service Purchase 5.613 7.128 27,00 23,44 28,00
Current Transfers 24.046 32.008 33,11 34,29 36,39
Capital Expenditures 1.926 2.930 52,11 10,45 19,74
Capital Transfers 686 767 11,75 21,64 27,16
Lending 1.412 1.948 37,95 32,02 41,80
Reserve Approprations 0 0
2-Interest Expenditures 17.916 21.128 17,93 35,37 36,74
Revenues 64.751 67.361 4,03 31,06 27,08
1-General Budget Revenues 62.446 64.866 3,88 30,85 26,70
Tax Revenues 53.158 50.958 -4,14 31,63 25,22
Enterprise and Property Revenues 3.787 5.797 53,08 51,89 78,73
Interests, Shares and Fines 5.103 6.286 23,18 29,97 32,36
Capital Revenues 57 1.365 2298,38 0,63 10,39
Grants and Aids 341 400 17,10 39,27 42,45
Collections from Loans 0 61
2-Special Budget Revenues 1.283 1.364 6,32 29,37 35,18
3-Revenues from Supervisory and Regulatc 1.022 1.131 10,73 58,73 58,81
Budget Balance -5.449 -20.073 -268,37 31,18 193,06
Primary Balance 12.467 1.055 -91,54 37,57 2,24
Program Defined Primary Balance 9.662 -6.062 54,46

Rise in primary budget expenditures as of the end of April
stood at 24.6%, high above inflation rate. On the
expenditure side, though the rise in capital transfers took
the lead as did in previous years, the increase in purchase
of goods and services also become a determinant factor in

the elevation of budget expenditures.

Under the current transfers item, the rise in duty losses of
public enterprises become striking in this period. As
discussed in detail below, an important part of duty losses
of public enterprises pertained to Directorate General for
Turkish Grain Board (TMO). To ensure that this situation



does not create further negative impact on the financial
condition of the mentioned institution, it is necessary to
allocate more resources for TMO from the budget. This
will push the already-rising budget deficit upward and
lead to additional borrowing from the markets. Most
probably to remove this risk, the Government, with a law
draft submitted to the Turkish Grand National Assembly
(TGNA) on 27 May 2009, has proposed to grant bonds to
the TMO in form of a loan under the title *“campaign
period for 20097 by amending the No 4749 Law on
Regulating Public Finance and Debt Management. The
possibility that Treasury bonds issued for onlending will
not be reflected on the budget deficit and thus on the
borrowing limit in cash should be regarded'. As also
emphasized in various issues of the fiscal monitoring
reports in the recent period, this development proves that
the duty losses that begun to accumulate over public
enterprises have started to create a pressure on the
central government budget. Cost of policy decisions of
previous periods in a way manifests itself as if it is the
cost of a crisis period. On the revenue side, the rises in
dividend shares of state banks that are recorded in
Treasury accounts; revenues from GSM 900 frequency
distribution fees, and interests, fines and shares and

privatization revenues attract attention.

! According to No 4749 Law on Regulating Public Finance and Debt Management
Article 6 Clause 3, in case the Treasury receivables arising from bonds issued for
onlending is not paid by the debtor institution to the Treasury, the amount shall be
recorded as expenditure in the budget. However, in the recent past, the receivables
arising from this type of bonds in transactions like Saving Deposit Insurance Fund
(TMSF) and Housing Aid (KEY) payments were cancelled and the transactions were as
a whole removed off the budget.
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Graph 1. Realization of Program Defined Primary
Surplus Performance of Central Government Budget
(2004-2009 April end comparisons - million TL)
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2008(D) indicates that KEY payments were included in the primary balance

As a result of these developments, deterioration in
program defined primary surplus performance of the
budget both in nominal and real terms. Though this
inevitably calls to our minds to discuss the impact of this
situation on debt dynamics, this issue of the Fiscal
Monitoring Report we would like to focus in detail on an
issue that was addressed in the previous issue. As might
be remembered, the report that covered the January-
March 2009 period underlined that borrowings made to
finance the budget deficit transcended the legal
borrowing limit and that it is necessary to submit a draft
for additional budget to the TGNA in terms of protecting
the Budget Right of the TGNA. Synchronously with the
period of publication of out report, the Government

submitted to the TGNA a law draft which is known to be




called “mixed law” by the public. 31% article of the draft
proposes that a provisional article must be added to the
No 4749 Law on Regulating Public Finance and Debt
Management to quadruple the borrowing limit. Then,
during the consultation of law at TGNA Planning and
Budgetary Commission, the Ilimit was changed from
quadruple to quintuple. In the face of the possibility that
during the Planning and Budgetary Commission meetings
some discussions were made on how the borrowing limit
will be calculated and the risk that the limit can be
interpreted in a way to damage the budget right of the
TGNA, an assessment that aims to introduce a legal point
of view concerning the issue has been added to the final

section of the report.

B. Budget Expenditures

As of the end of April, budget expenditures have
developed by 24.6% and primary expenditures by 26.8%
compared to the same period last year. The majority of
the rise in budget expenditures results from current

transfers.

Realization rate of expenditures as of the end of April is
2.6 points above the rate same month last year and
reached 33.7%. For primary expenditures, realization rate

is 32.9%, 3.1 above the value for same month last year.

When realization rates for the budget are examined, duty
losses of public enterprises grab attention with a rate of
80%. The relevant rate for last year stood at 23.4%. In this
period, rate of realization for public enterprises overall
reached 62.8%, highly above the rate for the previous year
at 27.6%.



When compared to the same period last year,
compensation for employees has increased by 16.2% and
expenditure for purchase of goods and services has risen
by 27%. Two most important sources of the rise in
expenditures on goods and services were the defense
expenditures with 37.7% rise and green card expenditures
with 22.7% rise.

Table 2. April End 2008-2009 Comparative Budget

Expenditures
Apra
TS FO -
ERNRNERIES Rateof  Feallz Realr Rats
s 2000 Increass (W) Rats (34 )

Caniral Governmsant Buspst Exps nditurss TO_B00 57435 HE 314 BT
Exciud ng Intsrast 5238y =1 5 ot 298 3
L Compsnsation of Employess 185 LERE-] 162 338 ne
ILGovernment Pramiums to $ocial Sscurity A gencies 2074 13 122 314 321
1L Goods and 3&rvics s Procursmsnts SE13 712 e 234 e
Heaf Expendiues 2113 2443 15.7 312 M5
Mediclhe Expendtues i i 26 11 3.7 =]
Zeneral Cure and Framacewilal Producis 513 553 7 287 Nz
=reen Cad 1.300 1594 7 322 ]
Cefinse and Sequily (Exclding Heath) 1373 1891 3r.r 165 0.7
Omerzoads and Senices 2127 279 4 321 |
. Currsnt Transfars 24 s 200 1.1 343 x4
Duty Lossss = 154 32 27 [
Trezswry Akd 13512 15057 418 343 T
Treagany A 0 Sochl Sacurky Agendes o] 2 126 289 3nr
Healn, Refirement and Soclal Ald Expendiues 12475 TITS 425 355 B4
Soclal Seculrty Cefict Arance Q84 Q9689 25 385 453
Transkers to non-1na nclal E stablishments 184 455 ur.r 415 5E
Transkrs to Houss holds ITE 444 183 344 nE
Agricuttural Subsidy 3N 2TH 148 352 5.2
Ofher Trans e rs to Houss holds 145 e} 5TE 184 k]
Social Transkrs =] nE 32 158 T
Foral gn Trans frs 120 m 425 313 20
Shares Trom Revenuas 5502 EEM 141 230 %3
. Capital Ex pa ndituras 150 133 521 104 19.7
WL Capital Transfars (=5 TET ns 218 w2
Comedt Caplal Tenskers -Tal TES 138 221 ]
Faoneign Caplkal Tanglers 15 3 429 115 15
VL Landing 1412 1548 =0 320 413
Comesic Lending 1.342 1809 MAa 337 1.7
Faorelgn Lendhg Ta 138 956 162 426

VIl Ressrve Appropriafons ] ]
Interss t Expandihrss 17518 A 7.3 354 =T

Current transfers, which are the main source of the rise in
budget expenditures has gone up by 33.1% in the given
period. The biggest contribution was made by the
resources transferred to social security institution under
the title of health, retirement and social aid
expenditures. Social security contribution made by the
state as of the end of April rose approximately to 3.7
billion TL while burden of the 5-point premium cut
introduced under the context of the measures to tackle
the crisis reached 1.2 billion TL.



Another budget item that made a significant contribution
to the rise in the current transfers was duty losses. Here,
in particular the rise in duty losses of public enterprises
grabs attention. When public enterprise duty losses item
is examined in the context of economic coding detail, it is
observed that the elevation mainly stems from TMO duty

losses.

Table 3. 2006-2009 April-End Public Enterprise Duty
Losses

Chang =%

10463
405,75

736
633,04

{1008 TL}
006 2007 00 E 05 FOOT /BO0E A0S/ 2007 20A3) M0E
Duly Loss Total 2550271 2703030 3093842 6332501 6,03 1442
SEE Duly Loss 25E088 208477 30750 1622252 -13.34 54040
To St Rallroads 19.018 18177 19094 20500 4,42 5,04
To Turken Graln Board 160,000 1258363
TETAS TETS
T 2.0%0
TEAS 200 81000 300,00
T 200312 110000 140000 144000 4745 2727

286

Investment expenditures that increased by 52% as of the
end of April compared to the same period last year seems
to be accelerated thanks to the expenditures made within
April.

The rise in capital transfers stood at 11.8% which
predominantly stems from the capital transfer toward

KOY-DES (Project to Support Rural Infrastructure) in April.

Consequently, around 60% of the 26.8% increase in
primary expenditures originated from current transfers
item while the contribution by current expenditures stood
at 30%.
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Table 4. Contribution of April Central Government

Budget Primary Expenditures to Primary Expenditures

Artig %)
Oranna Katkr  Dagilm

Expenditures Excluding Interest 268 100,00
Current Expenditures B0 9.9

Personnel 5.1 15,
Goods and Senvces Puchases 5 10.8
Heslth 0f 2.4
Ce®&nse and Secunty 10 3T
Cument Transfers 1532 36.8
Tressury Aid to Social Securnity Agencies. 0.1 0.3
Sadhk, Emekilik ve Sosyal Yardim Giderleri 10,1 aTe
Health, Retirement and Social Aid Expendtures. 05 -3.4
Shares from Revenues 15 5.8
Capital Expenditures 13 T2
Capital Transfers 1] [IX:3
Other 10 3.8

It is seen that as of the end of April, the share of

inflexible expenditures® has reached 82.4 and of flexible

expenditures reached 17.6%. As a result, in the periods of

contraction, public revenues fall down whereas the

rigidity in inflexible expenditures directly leads to an

increase in budget deficit. Nonetheless, it is not possible

to assess this increase solely as an expansionary fiscal

policy as the mentioned phenomenon arises as the natural

result of the economic contraction.

2 Major inflexible expenditures are made to fulfill obligations such as interest and

personnel expenditures and transfers to social security agencies.
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Graph 2. Movement of the Share of Flexible and
Inflexible Expenditures in the Budget (2008 - 2009
April)
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C. Budget Revenues

Central government budget revenues have developed by
4% as of the end of April and reached 67.4 billion TL.
Though the rise in enterprise and property revenues and
revenues from interests, shares and fines has limited the
fall, budget revenues have decreased by 2% in real terms

as compared to the same month last year.

Negative developments considering tax revenue collection
performance are still prevalent. While collection of tax
revenue has decreased by 5.3% at the end of the first
qguarter of 2009, the rate has developed to 4.1% as of the

end of April. 0.7% nominal fall in tax revenue collections
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in April enabled an approximately 1 point lower fall in

collections compared to the previous quarter.

As of the end of April, realization rates in comparison
with budget targets were 27.1% for total revenues and
25.2% for tax revenues. In comparison with the revised
targets in the PEP document, realization rates appear as
31.8 and 30%, respectively. These rates prove that tax
revenue performance was even below 2008, which is
considered as a bad year in this respect. When GSM 900
frequency distribution fees (including VAT effect) and
privatization revenues are removed, the fall in revenue
performance becomes more striking. Moreover, the
possibility that the share general budget received from
several institutions and enterprises as well as the rise in
interest revenue stemming from government debt
securities recorded under interest revenues will not be as
high as in April in the coming years makes the fiscal

pressure on the revenue side of the budget severer.
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Table 5. Central Government Budget Revenues (April)

{million ¥TL} April 038 April 09 Eh::an:%}
Central Government Revenues B4 7H1 B7.361 403
General Budget Revenues 62 445 64.366 3,83
I-Tax Revenues 53.153 50.953 -4,14
1. Taxes on Income, Profits and Capital Gains 16.2313 16.716 2,47
a) Income Tax 118902 12.966 8,53
Based on Deduction 10559 11.539 528
b} Corporation Tax 4411 3.751 -14,96
Provisional Tex 4078 3.529 -13,48
2. Taxes on Property 1783 1.879 5,39
b} Motor Vehicles Tax 1.7681 1.848 502
3. Domestic Taxes on Goods and Services 21246 21.804 2,62
a} Domestic VAT 5751 6.446 12,07
b} Special Consumption Tax 12678 12245 -3,42
c} Banking and Insurance Transactions Tax 1263 1.546 242
d} Gambling Tax 139 132 -4,83
e} Special Communication Tax 1415 1.435 1,43
4. Taxes on International Trade and Transactions 10797 T.479 -30,73
b} VAT on Imports BE24 6.897 -21,80
5. Stamp Duties 1.309 1.287 .59
6. Fees 1.654 1.516 -10,53
7. Other Taxes Not Blsewhere Classified 16 167 959,97
Ik Property Income ITET 5787 53,08
II-Grants and Aids and Special Revenues 341 400 17,10
N-Interests, Shares and Fines 5103 6.286 23,18
1. Interests 1218 1.505 23,43
V-Capital Revenues LT 1.365 2288, 38
Vi-Collections from Loans 0 61
Revenues from Special Budget Institutions 1283 1.364 B,32
Revenues from Regulatory and Supervisory Institutions 1.022 1134 10,73

The contraction in tax revenues over the first four months
of the year reduced the share of tax collections in total
budget revenue collection almost by 6.2 points to 77.8%.
The decrease in the share of normal revenues of the
budget in total revenues is a significant indicator of the

structural decay in the revenue side.
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Graph 3. Changes in the Shares Tax Revenues and Non-
tax Revenues in Total General Budget Revenue
Collection (End of April) (%)
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That the fall in tax revenues was relatively much higher
for indirect taxes lead to an increase in the share of
direct taxes in total tax collection. Therefore, share of
direct taxes in total tax collection reached 36.5% which

the highest rate for the recent period.

Graph 4. Shares of Direct and Indirect Taxes in 2004-
2009 April End General Budget Tax Revenue Collection
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When the fall in revenue collection is examined net of
inflation, real decrease appears as 2% for total revenues
and 9.7% for tax collection. Real decrease is observable in
particular for VAT on imports, SCT, Corporation tax and
fine collections. Falls in some tax items such as VAT on
imports and SCT on durable goods have reached to quite

serious levels over 30%.

Table 6. Real Increase in General Budget Tax Revenues
(Net of Inflation) (2009/2008)

ne 2008 Changs Real
Jan-4 pr Jan-Apr P} Changs

ftho. ¥TL)  (Tho¥TL) (E]
Canfral Government Revenuss ET 3612527 G4 750629 103 -1.58
Ganaral Budgst Revanuss B4 BE5 65T B2 HIT4T 388 =212
I-Tax Revenuss MATERE [ASTEI .14 A6
Taxas on Incoms, Profit 2 nd Capital Gains ETIE41E  16.313.059 AT 345
Incoms Tax 12568553 11502389 853 P4
Easad on Cecleration 1.002.043 B98123 1157 513
Lomp-sm 119787 106700 1227 575
WiEnoldhg Tax 115394 103559013 923 a7
ProvEbnal Tax 304756 I38.558 493 -15,18
l:.{:.rpbrati-nn Tax 3T 4 410650 -14 36 19,87
Bazedon Ceckation 139394 ITE 806 -3 54 £255
i¥Enolkdhg Tac 82454 55951 73T IBEE
Provebnal Tax 352038 4077203 -13.46 18,46
Tax on Propsrty 1578562 1782504 EP= 1] Y]
Inharitancs and GIft Taxes BHES 22033 3533 27.51
Motor Vehicles Taxes 1545137 1. TeaTes 502 1,85
Domestic Goods and Sarvices Tanss M E0E 56 2 MEMS 2E2 i}
Domastic VAT E 445503 s.T7a1.287 1287 L=
% p=cial Consumption Tax 1224 605 12575121 <42 -5,00
SCT on Pefrokum and Mawral Gas 6931 717 7319365 502 10,51
SCT on Malar Vehicles a55936 125620 -33.60 GAT.43
SCT on Cok e, Alcomolic Bev. & Tobasto Prod 4272 286 3T G 1285 643
SCT on Durablke Goods and OFers 211 616 IZE410 -3527 9.0
Bankinga and Insurance Transacion Tax 1545747 1252623 24z 1835
Other Taxss on Goods and Sarvicss 1567714 1554202 LT R
Taxes on InErnatonal Trade and Transactions TATEESZ 10796539 3073 34,73
Customs Dufles TEE924 4T TarT -18.47 235
WAT on ¥mpars BB 6N 9834 116 -3190 2584
Omer Taxes on mienationz Trade and Trans 13327 14 626 .88 EFRT]
Stamp Duties 1395678 1305045 EE3 053
Feas 151553 1694 353 -10.5% <1570
Other Taxes Not Elsswhars Classifisd 167210 15775 55937 95,75

Nominal decrease in tax revenue collection mainly

stemmed from the drop in VAT on imports, provisional
16



corporation tax and SCT collections, as will also be seen in

the following tables.

Table 7. 2008-2009 April End Budget Tax Revenue

Realizations and Contribution to the Increase in

Revenue

April
— e e, s
Tax Revenues 50.958 53.158 -4.1 100.0
Taxes on Income, Profits and Capital Gains 16.716 16.313 23 -18.3
Income T ax Collection 11.539 10.559 53 -44.5
Prowisional Corporation Tax 3.529 4078 -135 249
Special Consumption Tax 12.245 12.678 -34 19.7
5CT on Petroleum and Batwral Gas G.952 T.318 =50 18,7
Coke, Alcoholic Beveragges and Tobacoo Prod. 4 722 3. T8 125 =220
VAT Collection 13.142 15.585 157 111.0
VAT on Imports 6687 9. 534 =318 1426
Domestc VAT G448 5.751 12, Ped ]
Other Taxes B.835 B.581 32 -12.4
Stamp Duties 1.287 1.209 67 -4,0
Fees 1.518 1.694 -105 B.1
Banking and Insurance Transacton Tax 1.546 1.283 224 -129

Negative sign implies an increase and positive sign implies a decrease. As tax
revenues falls down in general, positive sign implies a positive contribution to

the rise in tax revenues.

When provisional taxes recorded under indirect taxes are
excluded and in case revenue collection performance does
not improve, the revenue measures implemented
following the negative growth and fall in the level of
private consumption might possibly accelerate the
reduction in indirect tax collection as also emphasized in
the previous fiscal monitoring report. Again as
emphasized in the previous report and confirmed with
April realizations, we expect an additional slowdown in
the rate of growth in the taxes on income and gains,

predominantly in the corporation tax.

If we take a closer look at the evolution of some tax items

to see the impacts of the changes in economic structure:

It is observed that domestic VAT collection that decreased
by 8.7% in real terms over the last quarter when

compared to same period last year increased by 5.6% as of
17



the end of April. When VAT collection from GSM 900

frequency distribution fees is excluded, real increase

appears to be below 1%. Nonetheless, the risk that VAT

collection does not rise in the following months unlike the

rise in April raises the sensitivity of total tax revenue
collection to VAT.

Graph 5. Real Increase in Domestic VAT Collection (%)
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When the evolution of total SCT collection and accrual is

considered,

It is observed that collections that dropped by
14.4% in real terms over the first quarter of
2009 have fallen down to 9% as of the end of
April.

SCT accrual has decreased by 8.2% in the first
month of the year and 6.1% as of the end of
April. Real fall in accrual rate is high below the
fall in collection rate. This should be considered
as an important development in terms of
indicating the seasonal deterioration in tax

paying performance.
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Graph 6. Real Rise in Special Consumption Tax Collection (%)
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Graph 7. Real Rise in Special Consumption Tax Accrual (%)
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When real evolution of SCT collection and accrual on the basis of
SCT collected for durable goods to take a closer look at the total
demand tightening, as addressed in the previous reports, the
said tightening appears more striking. Real decrease in
collection elevated from 37.1% as of the end of the first quarter
of 2009 to 39% as of the end of April.
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Graph 8. Real Rise in Special Consumption Tax Collected for

Durable Goods (%, Cumulative)
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The fall in SCT collected for durable goods is observable as well

for accrual. Real fall in accrual has exceeded 30% stemming

from the reasons also emphasized in the previous reports.

Graph 9. Real Increase in Special Consumption Tax Accrual

for Durable Goods (%, Cumulative)
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Collection of VAT on imports has deteriorated strikingly due to

the fall in imports (rise in the pace of the fall in imports), as was

foreseen. Real fall in collection of VAT on imports transcended
35% as of the end of April.

Graph 10. Real increase in VAT on Imports (%)
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[I. Budget Financing and Developments in Debt Stock

Cash balance of the Treasury had a deficit of 534 million TL as of
the end of April 2009. The Treasury, borrowing significantly
above the cash deficiency, demonstrates a trend to accumulate
reserves in this period. Net borrowing by the Treasury has
reached 20.6 billion TL.

Table 8. Cash Balance of the Treasury (April)

[million ¥TL}) Jar® Feb® March* April* Total
REVENLES 16295 13249 13663 18333 63540
FRINATIEATHIN AND FUND REVENUES 1 13T Xr3 1813 3408
EXPENDITURES 18215 26611 20.543 20 680 86,049

Primary Expenditures 14.440 16785 16422 17572 64919

Interest Payments 3774 9826 441 3108 HA30
PRIMARY BALANCE 1854 -3.536 458 T61 1379
CASH BALANCE -1.519 -11.552 -4 557 -5 1940
FINANCING 1919 11.992 4657 Sx ] 191
BORROAVANG (MET) 4326 S061 1240 604 200641
EXTERMAL BORROVANG (MET) 1136 113 914 £33 278
Utili zation 1632 T 43 1 2408
FPayment 476 B06 S8 646 2687
DM ESTIC BORROWING (MET) 3470 B.A47 2154 6649 20.919
Utili zation 6840 g b 3748 12300 46 3
Payment 3670 14.368 1594 HYT | 23283
PRINATIEATIIN REVEMUES 1] 1] o 1] 1]
TRANSFERS FROM SDIF M 29 1 1] [
ASSIGNED -GURANTEED DEBT RET URMS &l 33 58 B2 282
BANK UTILEATIN -2 450 2848 3319 -3.062 -1.883
EXCHAMGE RATE DIFFERENT IAL 230 ] 264 -204 637
BANK UTILEZATION NET -2740 2.500 3053 -5.357 -2.542
“TampoRry

Table 9. General Budget Balance and Central Government

Budget Balance, Comparative Table (April)

General Budget Balance Central Government Budget Balance
(million ¥TL}) April End [million YTL) April End
Budget Balance -30.952| Budget Balance -M.073
Escrows -5.085|Escrows £ 158
Advances 1.178|Advances 1303
Cash Balance -25.869|Cash Balance -M 969
Funding 25 gao|Funding 24969
Total Net Bomrowing 72 720 Total Net Bomowing 2.7
Let Lending [-) 88( Let Lending (-} 02
Privatization Revenues 0| Privatization Revenues L]
Change in Cash & Other Change in Cash & Other
ltems [-) Entry [+) Exit 3.550( Mems (-} Entry (+) Exit 2 646

22



Difference between the cash balance of the Treasury and the
General Budget cash balance that has to be financed is around 6
billion TL, for the benefit of the General Budget. This situation,
which is addressed also in our previous reports, is explained with

the shifts in month-end accounts.

Graph 11. Central Government Domestic Debt Stock Interest

Structure

Though interest rate composition of the central government
domestic debt stock did not changed significantly compared to

end of 2008, the rate has changed in favor of variable interest.

Graph 12. Central Government Domestic Debt Stock YTL-FX
Structure
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Domestic debt stock YTL-FX composition did not change

significantly when compared to the end of 2008.

Graph 13. Average Maturity and Interest Rate for Domestic

Borrowing
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In January, domestic borrowing interest rate continued the
downward trend that began last year and stood at 16.2% in
average. Nonetheless, the downward trend is observable also in
terms of borrowing maturity. In February, domestic borrowing
interest rate maintained the same trend and fell to 15% while
the average maturity also tended to shorten. This trend was
observable also in the following months whereas borrowing
maturity has surged significantly. It is observed that the main
cause of this is the large security borrowing made in April. While
domestic borrowing rate for April stood at 13.4%, average
borrowing maturity reached 45.6% due to the large security sales

carried out in April.
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FAR FROM INTRODUCING A NEW FISCAL RULE, THE
ONLY EXISTING FISCAL RULE IS LOOSENED

[ll. Evaluations on the Impact of the Amendments
Tried to be Introduced with No 4749 Public Finance
and Debt Management Law on Borrowing Limit and
Budget Rights of the TGNA

A. Introduction

With the 31" article of the draft law, which still occupies the
agenda of the TGNA, which is submitted to the Plenary Session
after being negotiated in Planning and Budgetary Commission
and which is known as a “mixed law” by the public, the
borrowing limit promulgated in the 5" article of No 4749 Public
Financing and Debt Management Law is quintupled. As it is
understood that the central government budget deficit,
originally foreseen and announced as 10.46 billion TL in 2009
Fiscal Year Budget cannot be met and thus the legal limit
defined at the beginning of the year will be insufficient to
finance such a large deficit, executive authority appears to
prefer to raise the borrowing limit with such an amendment

laying a legal basis for an actual situation.

Nonetheless, we believe that some points should be examined
with the assumption that the planned amendment gives way to
some legal problems both in terms the calculation of the
borrowing limit and protecting the budget right of the TGNA.
We will first touch upon how the impact of the planned
amendment on borrowing limit must be assessed in legal terms;
and then express our views on the undesirable and
antidemocratic attitudes with respect to the budget right of the
TGNA.



B. What should be the legal assessment considering the

calculation of borrowing limit?
B.1 Legal arrangements

To answer this question, let us take a glance at the legal

arrangements that will facilitate our analysis.

a. No 4749 Law Regulating Public Finance and Debt

Management, Article 5 titled borrowing and guarantee limit:

The article stipulates as follows: “..in line with the
principles of the Article 1 (of this Law) and fiscal
sustainability, net debt utilization can be made up to the
difference between the allocations mentioned in the
budget law and estimated revenues. Borrowing limit
cannot be changed. This limit can be increased by up to
5% within the year by taking into account the development
and requirements of debt management. When even this
amount is not sufficient, there can be an additional 5%
increase only through the decision of Council of Ministers
upon the proposal of the Minister and opinion of the

Undersecretariat...”

Article 5, which is among the most important articles of No
4749 Law and which regulates the borrowing limit, can
basically be defined as a “soft fiscal rule”. Whereas fiscal
rules mainly lay on principles such as transparency,
accountability and sanctions, the Article involved in the Law
and pertaining to borrowing limit puts emphasis on the first
two of these principles and does not propose a specific
principle on sanctions for exceeding the limit. Here, specific
principle refers to the imposition of sanctions like calling the
resignation of the Minister, implementing a motion of
confidence, ceasing public services etc. in the event of the

violation of the Ilimit. Besides, article 5 assumes a
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perception which grounds borrowing limit on budget deficit
and tries to prevent over-borrowing of governments by
increasing arbitrary expenditures. In this respect, the article
proposes a structure that tries to solve the fiscal discipline
issue within the general supervisory authority of both the
public and the parliament as well as within general legal

rules.

Therefore, the philosophy of the limit must be assessed
as borrowing at the amount of estimated budget deficit.
Five percent increases demonstrate the interval of
loosening for the limit. The monitoring of the limit is left
to role of the public and the parliament within general

rules of law.
b. Article 31 of the mixed law still negotiated in the TGNA;
The article stipulates as follows:

“The following provisional articles have been added to the
No 4749 Law Regulating Public Finance and Debt
Management dated 28/03/2002:

Provisional Article 20 - Net debt utilization for 2009 as
regulated by article 5 shall be applied as five times of
the net utilization amount raised by the Ministry and
the Council of Ministers effective as of 1/01/2009.”

This way, the legal limit is quintupled including the 5% raises
applied under the authority of the Minister and the Council
of Ministers. Since 2002 when No 4749 Law entered into
force, no limit excess was observed and accordingly no legal
arrangement was carried out as borrowing requirement
decreased thanks to both relatively disciplined budget

performance and privatization revenues.
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However, due to the fall in revenues under the impact of the
ongoing global crisis, inability to control expenditures and
the constraints in privatization opportunities budget deficit
has passed beyond the originally estimated level even at the
beginning of the fiscal year and is expected to increase
further. Under these circumstances, borrowing limit has
already been exceeded and thus an illegitimate situation has
appeared. Let us examine the legal consequences of this
illegitimacy, if not overcome until the end of the year.
Theoretically, upon the inspection of Treasury transactions,
Treasury officials other than the Minister may be considered
as political responsible for exceeding the power before the
Court of Accounts. However, this is seen as a week
possibility. A higher possibility is that the Court of Accounts
can leave the authority to impose sanctions to the discretion
of the TGNA as the situation occurred for the first time. As a
matter of fact, we are of opinion that the Mixed Law is
submitted to the TGNA to overcome this type of “legally

undesired outcomes”.

c. 2009 Fiscal Year Budget Law articles in the Expenditures,

Revenues, Financing and Balance section:

These articles are of importance as the calculation of

borrowing limit is based on.
“Expenditure

ARTICLE 1 - (1) As shown in Schedule (A) annexed
to this Law, public administrations under the scope of
the general budget and shown in Schedule (1) annexed
to 10/12/2003 dated no 5018 Public Financial
Management and Control Law, are given
257.742.143.488 TL allocations.
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Revenues and Financing
ARTICLE 2 - (1) Revenues:

As shown in Schedule (B) annexed to this Law,
general budget revenue shown in Schedule (I) annexed
to No 5018 Law, is estimated as 244.170.907.000 TL.

Balance

ARTICLE 3 - (1) The difference between the
allocations defined in Article 1 sub-clause (a) of this
Law and the estimated revenues given in Article 2
clause 1 sub-clause (a) shall be met by net

borrowing.”

The amount net borrowing for a given fiscal year is determined
associating the calculation of deficit based on these texts
involved each year in budget laws with the borrowing limit
regulated by the Article 5 of No 4749 Law Regulating Public

Finance and Debt Management.

B.2 How can the limit be calculated? How can the legal
situation arising from the calculation of the Ilimit with

teleological rather than grammatical interpretation?

The impression from the discussions in the Planning and
Budgetary Commission on the Mixed Law still negotiated at the
TGNA is that there are still some question marks about how to
calculate the limits. In particular the statements on the fiscal
effects of the Mixed Law the Minister of Finance delivered to the
Commission, the impression that the increase in the borrowing

limit will almost reach 75 billion TL is get.
Consequently, two opinions have appeared:

As per the first opinion; taking departure from the first, second

and the third articles of the budget law text, borrowing limit
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must be calculated taking as a basis the 13.5 billion TL, which is
the difference between the total general budget allowance
given as 257.7 billion TL and general budget revenue estimate
given as 244.2 billion TL. As the amount is increased two times
by 5% each and then quintupled, borrowing limit reached
approximately 74.8 billion TL (13.5 X 1.05 X 1.05 x 5).
Proponents of this opinion directly interpret the legal texts given
above grammatically and calculate the borrowing limit as 74.8
billion TL. Considering in terms of the central government
budget the limit appears as 74.2 billion TL.

Despite this, the second opinion we adopt, on ground that the
legal texts must be interpreted in terms of its purpose rather
than grammatically, underlines that borrowing limit cannot be
raised to 74.8% by quintupling the original limit as per the
Mixed Law; rather only 57.9% of borrowing authority can be

attained. The grounds of this opinion can be listed as follows:

1. A part of the general budget allowance contained in the
first article of the Budget Law is cancelled by the Article
12 of the same Law that regulates “Allowance transfers
and cancellations”. To put it differently, the TGNA has
cancelled with article 12 a certain proportion of the
allowance granted in article 1. This approximately
amounts 3.1 billion TL and following the deduction in the
allowance, general budget deficit has fell down to 10.5
billion TL (considering the central government budget,
the deficit corresponds approximately to 10.4 billion TL).
Purpose of the Article 5 of Law Regulating Public Finance
and Debt Management is financing the budget deficit
defined as “the difference between the allocations
mentioned in the budget law and estimated revenues”.
Therefore, in teleological terms, original budget
allowance shall be interpreted as the allowance after

deduction.
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2. As the law maker has limited the original allowance by

the 12" article, budget deficit shall be foreseen as 10.5
billion TL rather than 13.5 billion TL applicable for the
institutions subjected to general budget. In fact,
following this deduction, Ministry of Finance has
announced the budget deficit target as 10.5 billion TL
(10.4 billion TL for the central government budget). In
that case, the deficit to be financed in line with the
philosophy of the borrowing limit article of No 4749 Law
shall be taken as 10.5 billion TL. Therefore, borrowing
limit must be 57.9 billion TL upon the calculation (10.5 X
1.05 X 1.05 X 5= 57.9 billion TL). In case the other option
iIs pursued, the additional borrowing burden created by
the 3.1 billion TL difference between deducted and non-
deducted allowance reaches a significantly higher level
(3.1 x 1.05 x 1.05 x 5) = 16.9 billion TL.

. Budget deficits with deducted and non-deducted

allowances and possible borrowing limits for each case are

summarized with the table below.

Table 10. 2009 Fiscal Year Central Government Budget and

Deducted - Non-deducted Allowance and Revenue Estimates

Biitce Kesintili Biitgce
Odenekleri Odenekleri*
Total General Budget Allow. 257.742.143 254.680.210
Central Govn. Budget Allow. 262.217.866 259.155.933
General Budget Revenues 244.170.907 244.170.907

Central Govn. Budget Revenues  248.758.275 248.758.275

General Budget Balance -13.571.236 -10.509.303

Central Govn. Budget Balance -13.459.591 -10.397.658

*

Deductions as per Budget Law Article 12
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Note: Budget deficit announced to the public is 10.509 million TL for the general

budget and 10.397 million TL for the central government budget; and General

Directorate of Budget and Fiscal Control and General Directorate of Public Accounts

prepare fiscal reports on the basis of these figures.

4.

In this sense, No 4749 Law shall be interpreted in terms of
its purpose and the figure announced to the public as
budget deficit must be taken as a basis. Another point to
the emphasized in this context is that the 1% and the 12
articles of the Budget Law seem contradictory, which
should be overcome in the following legal texts.
Nonetheless, this contradiction does not eliminate the
main purpose of the No 4749 Law (financing the budget)
deficit. Borrowing should be made only to finance the
actual budget deficit (in our case, the actual deficit is the
amount after deduction) as the provisions of article 12

invalidates article 1.

C. Mixed Law Regulating the Borrowing Limit and the Legal
Status of the Budget Right

The amendment planned to be introduced in No 4749 Law

Regulating Public Finance and Debt Management also raises

interesting discussions considering the budget right of the TGNA.

The discussions can be examined under two categories.

However, the common argument in the discussions is that the

TGNA falls short in supervising the implementation of budget

right, which is the power of the executive authority to collect

revenues, make expenditures and borrowing the TGNA assigned

on behalf of the public at the beginning of the budget year, by

the executive authority.
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C.1 Grammatical interpretation of the Mixed Law poses the
risk to violate TGNA’s budget right.

As explained above, we believe that the budget right of the
TGNA is explicitly violated in the event that the borrowing limit
proposed in the Mixed Law is raised to 74.8 billion TL upon
grammatical interpretation. We assess that if adopts the same
interpretation and passes the law as it is, TGNA will come to
terms with this violation. Negligence of the transfer to national
assemblies of the budget right, which is among the most
fundamental elements of the struggle for democracy since
Magna Charta, can signal a serious weakness. Whereas the
TGNA, by cancelling allocations, has defined the amount the
executive branch is authorized to spend in practice (article 12),
that the borrowing limit has been calculated over a higher
expenditure and budget deficit level demonstrates the
characteristics of exceeding power and violates the budget
right.

C.2 That the TGNA was not submitted an additional budget
law and rather borrowing limit was raised prevents the TGNA
from having a say about the fiscal policies to be implemented

throughout 2009, again violating the budget right.

As also stated before, the figures estimated in the budget
adopted by the TGNA at the first months of the year have lost
validity even as of the beginning of the year. Whereas budget
deficit was estimated at 10.4 billion TL, Pre-accession Economic
Program (PEP) published almost two months ago raised the
amount to 50 billion TL level. While the first version of the
Mixed Law submitted to the TGNA quadrupled the borrowing
limit, the final version revised and quintupled the limit. Should

the limit in the Law is interpreted to be raised to 74.8 billion TL,
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this will implicitly mean that the Government estimates the
budget deficit to be around 75 billion TL. The action we consider
in the right direction in any case is that the Government submits
an additional budget law based on the revenue and expenditure
estimates it foresees. This way, the TGNA can be provided with
the opportunity to discuss the fiscal plans, policies and priorities
of the Government and decide alone under which conditions the
authority it had assigned on behalf of the public must be
renewed. In democracies, budget right has a meaning only if
used as so. Making a law with the purpose of increasing the
borrowing limit to finance a budget policy which is known to
nobody but the Government eliminates the opportunity of the
TGNA to have a say on the budget. The revisions to be
introduced in the Medium Term Program and Medium Term
Fiscal Plan to be announced in the upcoming days do not have
any meaning in this context, as they are the discretions of the
Government. But different from the past, paradigm of the
authority to make the budget assigned by the TGNA has been
changed completely and a new situation was created.
Consequently, it is necessary to submit a new additional budget
draft defining the new situation as well as a concordant
borrowing limit to the TGNA to enable the legislative authority

have a say about the issue.

D. Conclusion

The general conclusion to be drawn from the assessments given
above is that increasing the borrowing limit with the Mixed Law
still negotiated in the TGNA upon a grammatical interpretation
and by exceeding the original limit defined by the TGNA violates
the budget right. What is more important, carrying out a legal
arrangement which increases the borrowing limit rather than
submitting an additional budget draft to the TGNA leads to the
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exclusion of the legislative authority, who on behalf of the
public holds the budget right, the most important supervisory
element in democracies. These signals a serious problem which

should be regarded by all parties.

35



ANNEXES

Annexed Table 1. 2009 Central Government Budget Allowances and

Expenditures (end of April)

2009 Budget (%) Composition of

Expenditures

Jan Feb March April Total Realization (%)

Expenditures 18.796.137| 25.808.272| 21.820.289| 21.009.963| 87.434.661 259.155.933 33,74 100,00
Primary Expenditures 15.013.225| 15.949.584| 17.371.673| 17.971.922| 66.306.404 201.655.903| 32,88 75,84
I. C ion of Employ 5.645.861 4.429.917| 4.420.834 4.702.039| 19.198.651 57.211.200| 33,56 21,96
Civil Servants 4.978.248 3.770.439 3.745.801 3.867.045| 16.361.533 47.650.824 34,34 18,71
Workers 177.728 236.373 235.956 287.204 937.261 4.103.648,| 22,84 1,07
Other 489.885 423.105| 439.077 547.790 1.899.857 5.456.728| 34,82 2,17
Il. Govn. Premiums to Social Sec. Agencies 690.614 542.152 536.656 556.771 2.326.193 7.242.800 32,12 2,66
Civil Servants 605.190 436.489 431.260 433.219 1.906.158 5.857.701 32,54 2,18
Workers 29.198 48.967 45.197 59.577 182.939 698.623 26,19 0,21
Other 56.226 56.696 60.199 63.975 237.096 686.476 34,54 0,27
Ill. Good and Service Procurements 1.096.313 1.480.829 2.224.389 2.326.353 7.127.884 25.453.678 28,00 8,15
Defense and Security 118.841 343.784 794.382 633.508| 1.890.515| 9.113.219| 20,74 2,16
Ministry of Defense 98.807 266.692 636.118 487.379 1.488.996 7.144.231 20,84 1,70
General Command of Gendarme 3.267 44.200| 113.035 84.815 245.317 1.273.708 19,26 0,28
General Directorate of Security 16.767 32.892 45.229 61.314 156.202 695.280 22,47 0,18
Health Expenditures 541.729 574.581 640.249 686.789 2.443.348 7.084.000 34,49 2,79
Cure and Pharm. Prod. Exp. of Persons with Green Card 449.273 355.972 418.507 370.317 1.594.069 4.109.000 38,79 1,82
Medicine Expenditures 30.311 77.235| 79.815 108.903| 296.264 1.145.272 25,87 0,34
Cure and Pharmaceutical Products 62.145 141.374 141.927 207.569 553.015 1.829.728 30,22 0,63
General Debt Expenditures 23.855 470 2.501 186 27.012| 145.000 18,63 0,03
Other Goods and Services Expenditures 411.888 561.994 787.257 1.005.870| 2.767.009 9.111.459 30,37 3,16
IV. Current Transfers 7.166.408 8.777.144 8.235.812 7.829.130| 32.008.494 87.955.756 36,39 36,61
Duty Losses 521.186 195.630 753.935 462.769 1.933.520 3.081.194 62,75 2,21
Duty Losses of Public Enterprises 454.050 106.017 675.685 366.000 1.601.752 2.004.999 79,89 1,83
Financial Institutions 63.443 54.148| 60.891 61.681 240.163 750.000 32,02 0,27
Other Duty Losses 3.693 35.465| 17.359 35.088| 91.605 326.195 28,08 0,10
Treasury Aid 4.549.572 4.981.768| 4.655.848| 4.869.568| 19.056.756 50.500.901 37,74 21,80
Treasury Aid to Social Security Agencies 95.813 80.064 76.782 79.644 332.303 1.048.000| 31,71 0,38
Unemployment Insurance Fund 95.813 80.064 76.782 79.644 332.303 1.048.000 31,71 0,38
Provincial Offices 139.888 147.506| 221.893 98.941 608.228 1.595.238 38,13 0,70|
Municipalities 1.200 330 54.820 1.790 58.140 128.823 45,13 0,07
Other (provincial offices and villages) 138.688 147.176 167.073 97.151 550.088 1.466.415 37,51 0,63
Other Treasury Aids 63.871 76.003| 106.706 94.157| 340.737 1.167.663| 29,18 0,39
DFIiF 42.000 42.000| 42.000 42.000| 168.000 500.000 33,60 0,19
Other 21.871 34.003 64.706 52.157| 172.737 667.663 25,87 0,20
Transfers to Non-financial Establishments 200.932 6.274| 90.604 157.779 455,589 831.169 54,81 0,52
Treansfers to Households 58.379 97.898| 103.007 185.081 444.365 1.321.514| 33,63 0,51
Scholarships & Pocket Money 42.714 50.386 53.129 90.184 236.413 615.025 38,44 0,27
Other Transfers for Education 4.241 28.591 32.153 66.998| 131.983 527.042 25,04 0,15
Transfers for Health 4.091 4.609 5.083 4.213| 17.996 68.609 26,23 0,02
Transfers for Foods 6.962 12.840 11.959 22.669 54.430 100.783| 54,01 0,06
Transfers for Accomodation 371 1.472 683 1.017 3.543 10.055] 35,24 0,00
Agricultural Subsidies 453.291 1.425.284 477.104 375.127 2.730.806 4.951.301 55,15 3,12]
Direct Revenue Support 0|  1.063.000] 0 0|  1.063.000| 1.254.600 84,73 1,22
Differential Paying Supporting 150.000 150.000 263.000 155.000 718.000 1.870.200) 38,39 0,82
Stockbreeding Support 245.000 200.000 150.000 198.000 793.000 1.182.600 67,06 0,91
Other 58.291 12.284] 64.104 22.127| 156.806 643.901 24,35 0,18
Other Transfers to Households 8.156 76.930| 116.298| 26.537| 227.921 845.999| 26,94/ 0,26
Social Transfers 52.797 68.689)| 70.812 75.891 268.189 847.092 31,66 0,31
Foreign Transfers 32.517 85.612] 80.516 72.443 271.088 847.586| 31,98 0,31}
Shares from Revenues 1.289.578 1.839.059 1.887.688 1.603.935| 6.620.260 24.729.000 26,77 7,57
V. Capital Expenditures 8.684 314.186 786.844 1.820.189| 2.929.903 14.838.999 19,74 3,35
VI. Capital Transfers 80.300 71.821] 235.209 379.822 767.152 2.824.819 27,16 0,88
VIl. Lending 325.045 333.535 931.929 357.618 1.948.127 4.660.842| 41,80 2,23
Domestic Lending 305.045 313.535 867.929 322.618 1.809.127 4.334.842] 41,73 2,07
Public Enterprises 201.150 205.600 734.503 164.800| 1.306.053 1.869.000 69,88 1,49
Risk Account 0 0 0 0 0 550.000 0,00 0,00
Other 103.895 107.935 133.426 157.818| 503.074 1.915.842| 26,26 0,58
Foreign Lending 20.000 20.000| 64.000 35.000| 139.000| 326.000 42,64 0,16
Cyprus 20.000 20.000| 64.000 35.000] 139.000 326.000 42,64 0,16
VIIl. Reserve Appropriations 0 0 0 0| 0 1.467.809 0,00| 0,00|
Interest Expenditures 3.782.912 9.858.688 4.448.616| 3.038.041| 21.128.257| 57.500.030 36,74 24,16
I. Domestic Interest 3.102.459 8.832.235 3.458.746| 2.676.772| 18.070.212| 48.971.000| 36,90 20,67
Il. Foreign Debt Interest 680.453 1.026.453 971.803 361.269 3.039.978, 6.308.030 48,19 3,48
Ill. Interest of Discount & Short Term Cash Operation 0 0 18.067 0| 18.067| 2.221.000 0,81 0,02]




Annexed Table 2. Central Government Budget Expenditures, Comparative 2008-2009 (end of April)

2008 2009 Rate of Increase
Realization Realization
April Total Realization rate April Total Budget Estimate Rate April Total

Central Government Budget Expenditures 18.637.973| 70.199.846| 225.967.471 31,1{ 21.009.963| 87.434.661 259.155.933 33,7 12,7 24,6
Primary Expenditures 14.472.353| 52.283.389| 175.306.166 29,8| 17.971.922| 66.306.404 201.655.903 32,9 24,2 26,8
Compensation for Employees 4.013.661| 16.526.289 48.824.636 33,8] 4.702.039] 19.198.651 57.211.200 33,6 17,2 16,2
Government Premiums to Social Security Agencies 488.486] 2.073.864 6.401.679 32,4 556.771| 2.326.193 7.242.800 32,1 14,0 12,2
Good and Services Procurements 1.832.848] 5.612.682 23.940.547 23,4 2.326.353| 7.127.884 25.453.678 28,0 26,9 27,0
Defense-Security 637.001] 1.373.381 8.187.995 16,8 633.508| 1.890.515 9.113.219 20,7 -0,5 37,7
Health Expenditures 503.009| 2.112.582 6.764.102 31,2 686.789| 2.443.348 7.084.000 34,5 36,5 15,7
General Cure and Pharmaceutical Products 132.743 513.494 1.787.785 28,7 207.569 553.015 1.829.728 30,2 56,4 7,7
General Medicine Expenditures 75.068 299.584 945.583 31,7 108.903 296.264 1.145.272 25,9 45,1 -1,1
Medicine Expenditures of Persons Having Green Card 295.198| 1.299.504 4.030.734 32,2 370.317] 1.594.069 4.109.000 38,8 25,4 22,7
General Debt Expenditures 8.664 22.989 87.791 26,2 186 27.012 145.000 18,6 -97,9 17,5
Other Goods and Services 684.174] 2.103.730 8.900.659 23,6] 1.005.870] 2.767.009 9.111.459 30,4 47,0 31,5
Current Transfers 6.531.372| 24.045.746 70.115.598 34,3] 7.829.130] 32.008.494 87.955.756 36,4 19,9 33,1
Duty Losses 95.655 563.304 2.040.518 27,6 462.769| 1.933.520 3.081.194 62,8 383,8 243,2
Duty Losses of Public Enterprises 40.000 300.000 1.283.537 23,4 366.000| 1.601.752 2.004.999 79,9 815,0 433,9
Financial Institutions 34.000 195.034 573.159 34,0 61.681 240.163 750.000 32,0 81,4 23,1
Other Duty Losses 21.655 68.270 183.822 37,1 35.088 91.605 326.195 28,1 62,0 34,2
Treasury Aid 3.864.245] 13.511.814 38.768.630 34,9] 4.869.568| 19.056.756 50.500.901 37,7 26,0 41,0
Treasury Aid to Social Security Agencies 72.955 295.066 1.022.167 28,9 79.644 332.303 1.048.000 31,7 9,2 12,6
Unemployment Insurance Fund 72.955 295.066 1.022.167 28,9 79.644 332.303 1.048.000 31,7 9,2 12,6
Health, Retirement & Social Aid Expenditures 3.599.998| 12.474.967 35.133.382 35,5 4.596.826] 17.775.488 46.690.000 38,1 27,7 42,5

Government Social Security Contribution 0 0 1.718.300 942.144| 3.687.318 12.268.000 30,1
Social Security Deficit Finance 3.069.550] 9.944.431 25.849.685 38,5| 2.858.000| 9.689.100 21.378.000 45,3 -6,9 -2,6
Other 530.448| 2.530.536 7.565.397 334 796.682| 4.399.070 13.044.000 33,7 50,2 73,8
Treasury Aid to Provincial Offices 129.401 514.843 1.917.527 26,8 98.941 608.228 1.595.238 38,1 -23,5 18,1
Other Treasury Aids 61.891 226.938 695.554 32,6 94.157 340.737 1.167.663 29,2 52,1 50,1
Transfers to Non-financial establishments 67.800 183.961 443.784 41,5 157.779 455.589 831.169 54,8 132,7 147,7
Transfers to Households 160.221 375.617 1.091.651 34,4 185.081 444.365 1.321.514 33,6 15,5 18,3
Agricultural Subsidies 935.572| 3.205.524 5.809.045 55,2 375.127| 2.730.806 4.951.301 55,2 -59,9 -14,8
Differential Paying Supporting 150.000 713.000 1.848.000 38,6 155.000 718.000 1.870.200 38,4 0,7
Stockbreeding Support 175.000 948.872 1.095.465 86,6 198.000 793.000 1.182.600 67,1 13,1 -16,4
Other Agricultural Transfers 610.572| 1.543.652 2.865.580 53,9 22.127| 1.219.806 1.898.501 64,3 -96,4 -21,0
Other Transfers to Households 13.299 144.622 883.509 16,4 26.537 227.921 845.999 26,9 99,5 57,6
Social Transfers 28.305 68.913 441.617 15,6 75.891 268.189 847.092 31,7 168,1 289,2
Foreign Transfers 55.062 190.261 608.674 31,3 72.443 271.088 847.586 32,0 31,6 42,5
Shares from Revenues 1.311.213] 5.801.730 20.028.170 29,01 1.603.935] 6.620.260 24.729.000 26,8 22,3 14,1
Shares of Local Government 942.979| 4.599.095 15.829.326 29,1 1.060.189] 5.089.460 19.919.000 25,6 12,4 10,7
Shares on Funds 173.026] 1.049.792 3.554.512 29,5 194.195| 1.070.688 4.220.578 25,4 12,2 2,0
Other Shares 195.208 152.843 644.332 23,7 349.551 460.112 589.422 78,1 79,1 201,0
Capital Expenditures 995.948| 1.926.183 18.440.515 10,4 1.820.189| 2.929.903 14.838.999 19,7 82,8 52,1
Capital Transfers 140.464 686.463 3.172.592 21,6 379.822 767.152 2.824.819 27,2 170,4 11,8
Domestic Capital Transfers 127.097 671.476 3.042.320 22,1 379.822 764.585 2.648.027 28,9 198,8 13,9
Foreign Capital Transfers 13.367 14.987 130.272 11,5 0 2.567 176.792 1,5 -100,0 -82,9
Lending 469.574| 1.412.162 4.410.599 32,0 357.618] 1.948.127 4.660.842 41,8 -23,8 38,0
Domestic Lending 419.574| 1.342.162 3.978.599 33,7 322.618| 1.809.127 4.334.842 41,7 -23,1 34,8
Foreign Lending 50.000 70.000 432.000 16,2 35.000 139.000 326.000 42,6 -30,0 98,6

Reserve Appropriations 0 0 0 0 0 1.467.809 0,0
Interest Expenditures 4.165.620| 17.916.457 50.661.305 35,4 3.038.041] 21.128.257 57.500.030 36,7 -27,1 17,9




Annexed Table 3. Central Government Budget Revenues, Comparative

2008-2009 (end of April)

Reakmation | Reslizstion
C C
AW P | | 2008 S & n." o n:':ur 2009 Budget | 2088 Year End
%) %)

Central Budget s73512%2| sarses2s a0 MBTSE2TS| 203398482 21,08 31,
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Bazed om D 1002043 #smazf 1ns7 1.308.529 4966
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Fees 1515938 1.684358] 10,53 seress2| sew2er 25,39 33,60
Taxes not Elsemhere Classified 167219 15.775) ssa.87 o000 5073 68 31,10
1-Propaty sysssed|  z7sssml 53,88 7362418 7297383 7,13 51,89
fom Eank Checls: 1| asera| P 1550008 1502834 2,19 1266
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o ion Profits I T 935697 19139 a5 Bn
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Other Property 297a3ms| 1219064 1.696.96 530.000 397827 374,83 F
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From Abroad M 297 10229 a5 M
Special Revenues 3768 3mas 17,19 931503 ssa.78 2,9 38,67
T Shares and Fines szsen|  saezes nas 1942044 17025004 32,36 297
1sewsss| 1218257 B 24850  42151m 1,54 ns2
™ d . 276088| 2431386 13,69 8653369  6.333.684 2,64 3505
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Fines 1am232] sesanz 1837 145702 2500271 33,88 18
Indicinl Fimes 63721] 5307 1418 212181 184013 30,03 3033
e Fimes 253%2| 297020 056 1.046.357 s17.222 221 238
TaxPenally 789406] 15870 28,18 200441 17%213 7,73 547
OmerFimes 275 7| a6 105533 2823 21,55 2508
Other b sises]  as22e 27 1sct008 2892333 M, 158
V-Capital 1.385.263] se.a24| 22983 132133508 91edsm 10,33 0.3
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Annexed Table 4. % Composition of 2009 Central Government Budget

Expenditures under Functional and Economic Classification (end of April)

EB1
e e L [ e [ P ey
(Ceameral Publc Sanvies 5.4 0.7 2 .0 1.9 0.5 10 0.4 100]
Dextenme Sanyioes S4 g 8.1 3.2 0.0 0.0 a1 00| 0.4 100
Pubdic Ordier amd Securky Sevlices T35 ] 173 o0 0.9 2 oo 0. 100
Soncemic Works and Serules 125 0 52 0.0 551 11,7 05 120 100
Ervronmemal Prosacion Senicss &7 101 9.3 [=fs] 0.0 25 103 0,0 100
Housirg & Puinilc Warars Senyioes 0.7] a1 0.5 =X 3.1 142 214 0.0 100
Healn Servies 7.5 5.5 401 o0 0.1 16,3 00| 0.0 100
Lepe, Cubor s B Rl Savies 5.2 5| 124 0.0) 10,0 2.5 a7 0.4 100
Education Senvioes 5.2} 2.2 11.0] == = 3| 17| 43 100
Socl S=ourly ardl Sodial Abls 0.4 =] 05 [=f=] 227 =Xl el 0. 100
4 b)
] | , ,
| [t g | e | g | S | e
General Punl Sewbes 104 a9 9.0 1004 204 57 #3 7
Detense Senvoss 108 10,4 7.0 ag ag ai 0.0 ag
Pl Omer 3nd Sem iy Sewices 185 144 17 g ag 36 0.0 ag
EconomE Woks 3nd Sewioes 67 a5 7.5 ag 175 410 7.0 683
Ervimnmentsl Profection Sevbes 02 0.2 0.1 a0 o ag a7 ag
Houshg & PulilicWek=r Sewices g a0 0.1 g 18 45 %5 ag
o 101 13,0 .4 09 g 288 0.0 ag
Lelsuie, CuluE 1§ Feligous Senkes 45 4.8 22 09 04 1.1 12 ag
Eausstin SeniEs @4 HE 17.5 ag 21 147 5.5 245
Sociz Secuy and ookl Al 04 o4 20 g 5T a3 0.1 g
TOTAL 100 100 100 100 100 100 100 100




Annexed Table 5. General Budget Finance (end of April)

Jan Feb March April
PRIMARY BAL ANCE 940,856 2.764 540 2231.314 175.835
BUDGET BALANCE -2 872.056 -11.377.060 -20.321.531 -20.952 419
BUDGET ESCROWS -3.272.781 -5.012 684 -3 7ET.84 -3.815.836
OTHER ESCROWS -2 651.680 -2.6574.085 -2 588281 -2.278.541
ADVANCES 1.740.241 1.211.819) 1.260.623 1.178.817
Cash Balance -7.056.266 7. 752190 -26.237.130 -25.868.979
Treasury Funding 7.056.266 17.752.190 25.337.130 25.868.979
Total N et Borowing (Bormowing
minus repayment] 4.794.028 13.662 496 15.858.866 22.220.457]
Total Borrowing 8.624.626 33.215.830 38.289.850 51.056.690
Diomestic Bomowing 5,998 758 30.879.857 35688047 45.065.482
Bills £.008.758 28,444 597 7284213 38760845
Bonds 992000 4.435.000 £8.304.824 B.204 834
Foreign Bomowing 1.625.888 24358933 2800843 2991.208
Total Capital Repayments -4.330.588 -19.763.225) -22.431.024 -28.836.233
Domes tic Bor owing -3.818.105 -18.883.804 -20.395.012 -28.118.971
Bills -289.105 -12.427.804 -13.497.012 -19.220.971
Bonds -3.518.000 -8.248.000 -5.888.000 -6.888.000
Foreign Bomrowing -512 483 -1.079.530 -2038011 -2717.262
Funds other than Borrowing 24,295 23013 74888 88 7B1
Frivatizetion Revenues Transfered
to Treasury ] i ] ]
Met Lending {-) -24 395 -22.013 -T4.898 -58.781
Cash mowvement - entry, + exit) 2.737.833 4 176 582 9.403.365) 3,548,740
Source: Underseoetarist of Treasury
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Annexed Table 6. Composition of Central Government Debt Stock (end of April)

Central Central Central Central

Govemment Govemment Government G ove rnme nt

Debt Stock Debt Stock Debt Stock Debt Stock
{million ¥TL) (end of 2008} Jan 29} [Feb 2009} (M arch 20049}
Structure of the Domestic Debt Stock 274 827 1000 279 . 236 100.0 288 933 100.0 292 306 100.0
In term s aof holders 274827 1000 279,236 1000 288,933 1040.0 282,306 100,0
To the government &5 751 2349 66.221 237 67.244 23,3 £7.736 23,2
To market 209 076 76.1 213.015 76.3 221.689 76.7 224.570 76.8
In term s of infere st straciers 274 837 1000 278 235 1000 ZEE Q3 1000 82306 1040,0
Fined-interest 140614 512 142 429 51.0 145635 50,4 148 856 50,9
wariable-interest 134.213 48,8 136.807 4900 143.208 40,6 143.450 40,1
In term s of FX composifion 274827 1000 279,236 1000 ZE8933 1040.0 a2 306 1040,0
TL De=nominated 251836 21,6 254,937 213 263.953 914 267.051 91,4
F¥ D=nominated 22227 8.1 23531 g4 24,108 g4 24,448 8.4
TL indexed to FX 764 a3 767 a3 783 0.3 808 03
Compos ition of Foreign Debt 5tock 105313 1000 111 914 100.0 114 5M 100.0 115523 100.0
In ferm = of in e re st structure 105313 1000 1110914 1000 114.501 1040.0 115.523 1000
Fined-interest 75825 720 81237 72,6 B3.074 72,5 54 244 729
varable-interest 20 4EB8 280 30677 74 31517 27.5 31278 2741
Structure of Total Debt Stock 380140 100 .0 ¥ 450 100 .0 403 524 1000 407 BX9 100.0
In term = of holders
To the government &5 751 173 66.221 159 67.244 18,7 £7.736 18,6
To market (1} 3314 389 827 324.929 83,1 336.280 83.3 340.092 53,4
Faiz ¥apisi Acisindan 350.140 1000 391.150 1000 403.524 100.0 407829 100,0
Labit Faizliler 216 439 56,9 223 666 57.2 22B8.709 56,7 233.100 57,2
Dmgizkan Faizliler 163701 43,1 167.484 42,8 174.815 43,3 174.729 42,8
In term = of FX compo siiion 3I80.140 1000 01,150 1000 303524 1040,0 407.820 1040,0
TL D=nominated 251836 B6.2 254,937 65,2 263.953 £5.4 267.051 65,5
FX De=nominated 137 540 336 135.445 216 138 780 34.4 139,071 34,3
TL indexed to FX 764 0.2 767 a.2 783 02 808 0.2
Average Maturity for Domestic Debt Stodc (months) 24,3 233 23,5 227
Average Maturity for Domestic Debt [Months )™ 1.9 30,0 26,7 11,2
Average Imterest Rate for Domestic Borrowing Auctions 3% [2)* 15,684 16,16 14949 14 31




