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PREFACE
Dear Readers,
This legal report has been prepared by Yılmaz& Partners law firm in order to furnish some
basis and legal information of Turkey for foreign investor and trader.
On the “ Doing in Business in Turkey “; A Short Review of Turkey, Regulatory and
Supervisory Authorities, Foreign Investment, Turkey's Investment Incentives System,
Establishing a Business in Turkey, Taxation, Intellectual Property, Turkish Product Liability
Law, Employees and Social Security, How to Get a Work Permit for Foreigners in Turkey,
Product Safety and Quality Control System on Import & Export in Turkey, Alternative
Dispute Resolution Methods, Transferring Assets, Financing a Business, Data Protection in
Turkey, Recognition and Enforcement of Foreign Court Judgments and Awards in Turkey, A
Brief Guide to Turkish Telecommunication and Internet Law and Privatization Endeavour in
Turkey will be evaluated respectively.
Your comments will be appreciated warmly to provide better service.
Selim Yılmaz
Managing Partner

All rights reserved. No part of this publication may be reproduced, stored in a
retrieval system, or transmitted in any form or by any means, electronic, mechanical,
photocopying, recording or otherwise, without the prior permission of the copyright owner.
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I. A SHORT REVIEW OF TURKEY
Turkey is a contiguous transcontinental parliamentary republic, with its smaller part in
Southeastern Europe and its larger part in Western Asia (i.e. the Balkans and Anatolia,
respectively). The first part of the report aims to furnish some significant background
information of Turkey.
1.1. Geography and Climate
The territory of Turkey is more than 1,000 miles (1,600 km) long and 500 miles (800
km) wide. It lies between latitudes 35° and 43° N, and longitudes 25° and 45° E. The country
is encircled by seas on three sides: the Black Sea to the north, the Mediterranean to the south,
and the Aegean Sea to the west. Turkey also contains the Sea of Marmara, which identifies
the European- Asian separation, in the northwest.
Turkey is a transcontinental Eurasian (European-Asian) country. Asian Turkey (which
is popularly known as Anatolia), that comprises 97% of the country, and is separated from
European Turkey by two narrow straits; the Bosporus (that connects the Black Sea to the Sea
of Marmara); and the Dardanelles (which connects the Aegean Sea to the Sea of Marmara),
and the Sea of Marmara. European Turkey, which is also known as Eastern Thrace includes
3% of the country. While, the European section of Turkey forms the borders with Greece and
Bulgaria, the Asian part of the country is bordered by Georgia to the northeast; Armenia, Iran
and the Azerbaijani exclave of Nakhichevan to the east; and Iraq and Syria to the southeast.
Turkey's location at the crossroads of Europe and Asia makes it a country with a geostrategic
importance.
The Asian part of the country consists of a high central plateau with narrow coastal
plains, between the North Anatolian Mountains to the north and the Taurus Mountains to the
south. Eastern Turkey has a more mountainous landscape and is home to the sources of rivers
such as the Euphrates, Tigris and Aras, and includes Mount Ararat, Turkey's highest point at
16,854 ft. (5,137 m), and Lake Van, the largest lake in the country.
Turkey is separated into seven census regions: Marmara, Aegean, Black Sea, Central
Anatolia, Eastern Anatolia, Southeastern Anatolia and the Mediterranean. These geographical
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regions were divided based on their climate, location, flora and fauna, human habitat,
agricultural diversities, transportation, topography and so on.
Temperate Mediterranean climate meets with the seaside regions of Turkey that
adjoins with Aegean Sea and the Mediterranean Sea. It includes hot, dry summers with mild
to cold, wet winters. Temperate Oceanic climate shows itself in the north coastal strips of
Turkey which borders with the Black Sea and it is comprised of warm, wet summers and cool
to cold, wet winters. The Black Sea coast welcomes the largest amount of precipitation and is
titled with the only region of Turkey which receives high precipitation throughout the year.
The eastern part of that coast averages 95 in (2,500 mm) annually which is considered as the
highest precipitation in the country.
Transitional climate between a temperate Mediterranean climate and a temperate
Oceanic climate is encountered around seaside areas which have a border with the Sea of
Marmara (including Istanbul). It has warm to hot, moderately dry summers and cool to cold,
wet winters. Snow is shown on the coastal areas of the Sea of Marmara and the Black Sea
almost every winter, but its existence does not take more than a few days. However, snow
occurs rarely in the coastal areas of the Aegean Sea and very rarely in the coastal areas of the
Mediterranean Sea.
Weather conditions can get tough in the rainless upcountry with its acute contradicting
seasons. Continental climate meets with the tablelands of Central Anatolia due to the
mountains close to the coast which thwart the maritime effects from the inland.
In Eastern Anatolia, temperatures of −22°F to -40°F (30 °C to −40 °C) can occur and
snow may lie on the ground at least three months of the year. In the west, winter temperatures
average below 34 °F (1 °C). Summers are hot and dry, with temperatures generally above 30
°C (86 °F) in the day. Annual precipitation averages about 15 in (400 mm), with actual
amounts determined by elevation.
1.2. Turkey’s Population and Language
According to the Address-Based Population Recording System of Turkey, the
country's population was 74,7 million people in 2011, nearly three-quarters of whom lived in
towns and cities. Based on the 2011 estimate, the population is increasing by 1.35% each
year. Turkey has an average population density of 97 people per km². People within the 15–64
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age groups constitute 67,4% of the total population; the 0–14 age group corresponds to
25.3%; while senior citizens aged 65 years or older make up 7.3%.
Life expectancy stands at 71.1 years for men and 75.3 years for women, with an
overall average of 73.2 years for the populace as a whole.
The official language, Turkish, is the first language spoken by 90% of the 71.1m
population. Minority languages include Kurdish, spoken by 6% of the population, although
this isn't recognized as an official language. Arabic is spoken by 1.2% of the Turkish
population; most of those speakers are bilingual Arabic and Turkish speakers. Other minority
languages include Circassia, spoken by more than 0.09% throughout the country, Greek, and
Armenian.
1.3. The Turkish Currency
The Turkish Lira is the currency of Turkey. According to the last currency ranking the
most popular Turkey Lira exchange rate is the TRY to EUR rate. The currency code for Lira
is TRY, and the currency symbol is ₺.
Latest (1 September 2014): EUR 1 = TRY 2.8367 -0.0139 (-0.5%) and 1 USD =
2.16462 TRY0.0139 (-0, 5%).
1.4. Economy of Turkey
The Turkish economy has shown remarkable performance with its steady growth over
the last decade. A sound macroeconomic strategy in combination with prudent fiscal policies
and major structural reforms in effect since 2002 has integrated the Turkish economy into the
globalized world, while transforming the country into one of the major recipients of FDI in its
region.
The structural reforms, hastened by Turkey‟s EU accession process, have paved the
way for comprehensive changes in a number of areas. The main objectives of these efforts As
these reforms have strengthened the macroeconomic fundamentals of the country, the
economy grew with an average annual real GDP growth rate of 5 percent over the past decade
between 2002 and 2012.Moreover, Turkey‟s impressive economic performance over the past
decade has encouraged experts and international institutions to make confident projections
about Turkey‟s economic future. For example, according to the OECD, Turkey is expected to
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be the fastest growing economy of the OECD members during 2012-2017, with an annual
average growth rate of 5.2 percent.
Together with stable economic growth, Turkey has also reined in its public finances;
the EU-defined general government nominal debt stock fell to 36.3 percent from 67.7 percent
between 2003 and 2013. Hence, Turkey has been meeting the “60 percent EU Maastricht
criteria” for public debt stock since 2004. Similarly, during 2003-2013, the budget deficit
decreased from more than 10 percent to less than 3 percent, which is one of the EU Maastricht
criteria for the budget balance. As the GDP levels increased to USD 820 billion in 2013, up
from USD 305 billion in 2003, GDP per capita soared to USD 10,782, up from USD 4,565 in
the given period.
The visible improvements in the Turkish economy have also boosted foreign trade,
while exports reached USD 152 billion by the end of 2013, up from USD 47 billion in 2003.
Similarly, tourism revenues, which were around USD 14 billion in 2003, exceeded USD 32.3
billion in 2013.
Significant improvements in such a short period of time have registered Turkey on the
world economic scale as an exceptional emerging economy, the 16th largest economy in the
world and the 6th largest economy when compared with the EU countries, according to GDP
figures (at PPP) in 2013.
*16th largest economy in the world and 6th largest economy compared with EU countries in
2013 (GDP at PPP, IMF-WEO)
*Robust economic growth over the last decade with an average annual real GDP growth of
5.1 percent 2003-2013
*GDP reached USD 820 billion in 2013, up from USD 305 billion in 2003
*Sound economic policies with a prudent fiscal discipline
*Strong financial structure resilient to the global financial crisis
1.5. Politics and Foreign Relationship
Turkey is a parliamentary representative democratic country. It has evolved a strong
tradition of secularism since its foundation as a republic in 1923.
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Turkey is a founding member of the United Nations (UN) (1945), the Organization for
Economic Co-operation and Development (OECD) (1961) , the Organization of Islamic
Cooperation (OIC) (1969), the Organization of Security and Co-operation in Europe (OSCE)
(1973), the Economic Cooperation Organization (ECO) (1985), the Black Sea Economic
Cooperation (BSEC) (1992), the Developing 8 Countries (D-8) (1997) , and the G-20 Major
Economies (1999).

On 17 October 2008, the United Nations Security Council elected

Turkey as a non-permanent member and its membership of the council effectively began on 1
January 2009. Turkey had previously been a member of the U.N. Security Council in 19511952, 1954-1955 and 1961. Therefore, it has presented its candidature for non-permanent
membership in the Council for the term 2015-2016.
Based on its conventional Western conformance, the relations with Europe are playing
a principal part for Turkey‟s foreign policy. Turkey became a founding member of the
Council of Europe in 1949, applied for associate membership of the European Economic
Community (EEC) in 1959 and became an associate member in 1963. Turkey applied for full
membership of the EEC in 1987 after the political discussions which took place for decades
and became an associate member of the Western European Union in 1992, joined the EU
Customs Union in 1995 and has been in formal accession negotiations with the EU since
2005.
The connection between the United States and Turkey also describes the outlook of
Turkey‟s external correlation. Turkey became a member of NATO in 1952 because of the
mutual menace that the Soviet Union indicated to both countries and this membership
provided immediate reciprocal relations with Washington during the Cold War. The
geostrategic position of Turkey changed on its closeness to the Middle East, the Caucasus and
the Balkans in the post-Cold War era. Turkey has gained diplomatic and financial assistance
which is also consisting of primary affairs which is related to the European Union affiliation
from the United States, in consideration of what it offered.
Turkey also extended its economic and political relations deep into Central Asia, after
the independence of the Turkic States, which shares the mutual cultural and linguistic
inheritance with Turkey, from the Soviet Union in 1991.
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Since 1995, Turkey is also a member of the World Trade Organization (WTO). Turkey
also has signed free trade agreements with the European Free Trade Association (EFTA)
Israel and many other countries.
1.6. Overview of Turkey’s Political Structure and Legal System
1.6.1. The Political Structure of Turkey
The effective Constitution of the Republic of Turkey was become valid in 1982 as the third
one in the history of the country after the 1924 and 1961 ones. Reign is authorized completely
and unquestioningly by the people according to the 1982 Constitution. The Constitution also
underlines that the Turkish state, including its terrain and nation, is a secular, democratic,
social state under the rule of law.
Turkey's political structure is based on a separation of powers. Executive power is
performed by the Council of Ministers. Legislative power is vested in the Grand National
Assembly of Turkey. The judiciary is independent of the executive and the legislature.
a)

Executive (Administrative) Branch
Executive powers are exercised by the President and the Council of Ministers as stated

in Article 8 of the Constitution. The President is the impartial leader of the administrative
branch. The Council of Ministers is politically responsible and accountable for executive
matters before the parliament.
-

President
"The President of the Republic is the head of State and represents the Republic of

Turkey and the unity of the Turkish nation. The President is elected by popular vote among
the Turkish National Assembly members who are over 40 years of age and have completed
higher education or among ordinary Turkish citizens who fulfill these requirements and are
eligible to be deputies. The President's term of office is five years and one can be elected for
two terms maximum."
The President of the Republic is responsible for ensuring the implementation of the
Turkish Constitution and the permanent and coherent functioning of the organs of state. The
president performs also the duties of what is related to executive, legislative and judiciary
operating.
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-

Prime Minister and Council of Ministers
The Council of Ministers (Cabinet) includes the Prime Minister, designated by the

President of the Republic from members of the Turkish Grand National Assembly, and
assorted ministers that are nominated by the Prime Minister and appointed by the President of
the Republic.
The fundamental duty of the Council of Ministers is to formulate and implement the
internal and foreign policies of the state. The Council of Ministers is accountable to the
Parliament in the execution of this duty.
b)

Legislative Branch

"Legislative power is vested in the Turkish Grand National Assembly (TGNA) on
behalf of the Turkish nation and this power cannot be delegated. TGNA is composed of 550
deputies, while Parliamentary elections are held every four years. Deputies represent the
entire nation and before assuming office, take an oath."
The powers and duties of the Grand National Assembly are arranged in Article 87 of
the Constitution. Based on Article 87, these powers comprises the capability to, "make,
amend, and repeal laws; to supervise the Council of Ministers and ministers; to authorize the
Council of Ministers to make law amending ordinances on certain matters; to deliberate and
adopt the budgetary laws and the draft laws on final accounts; to decide upon printing money
and declaration of war; to approve the ratification of international agreements, to make
decision on declaration of general and private amnesty law by three-fifths majority of its full
membership, and to exercise powers, and carry out duties which are stated in other articles of
the Constitution.
c)

Judicial Branch
Judicial power in Turkey is exercised by independent courts and high judicial organs

on behalf of the Turkish nation. The judicial section of the Constitution is based on the
principle of the rule of law. The judiciary is founded on the principles of the independence of
the courts and the security of tenure of judges. Judges work independently; they rule on the
basis of personal conviction in accordance with constitutional provisions, law and
jurisprudence.
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The legislative and executive organs must comply with the rulings of the courts and
cannot change or delay the application of these rulings. The Constitutional Court, the
Supreme Court of Appeals, the Council of State, the Supreme Military Court of Appeals, the
Supreme Military Administrative Court and the Court of Jurisdictional Conflicts are the
supreme courts stipulated in the judicial section of the Constitution. The Supreme Council of
Judges and Public Prosecutors and the Supreme Council of Public Accounts are two
additional organizations having special functions which are set out in the judicial section of
the Constitution.
1.6.2. The Turkish Law System
Turkey is a civil law jurisdiction based on the Swiss, French and Italian model.
Notaries consequently play an important legal role.
Fundamental rights are enshrined in the Turkish constitution. However, there remain
concerns about aspects of the rule of law in the country, including excessive use of force by
security forces, prosecutions for the expression of peacefully held opinions and allegations of
torture in police custody continue.
The European Court of Human Rights has made a number of rulings that trials have
been unfair. Turkey is not a signatory to the Rome Statute of the International Criminal Court,
although the constitution was amended in 2004 to allow nationals to be surrendered to the
court.

II .REGULATORY and SUPERVISIORY AUTHORITIESS
Regulatory and supervisory authorities are established in order to regulate and monitor
different types of markets in accordance with the requirements of a functioning market
economy. Some of the important entities in Turkey are the Competition Authority, the Energy
Market Regulation Authority, the Banking Regulation and Supervision Authority, the
Information and Communication Technologies Authority, and the Tobacco, Tobacco Products
and Alcoholic Beverages Market Regulation Board.
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2.1. Competition Authority
The Competition Authority (CA) is responsible for the full achievement of
competition in the markets. The main responsibilities and powers of the Competition
Authority are:
a) To carry out examinations, inquiries and investigations into activities and official
transactions defined in the Competition Code upon application or upon its own initiative; to
take the measures necessary to expunge infringements of the Code; and to impose
administrative regulations
b) To evaluate requests for exemption and to grant an exemption certificate to appropriate
agreements this may distort competition
c) To constantly monitor the markets to which exemption decisions and negative clearance
certificates relate, and to re-evaluate applications relating thereto in case changes are
established in those markets or in the positions of the parties
d) To evaluate mergers and acquisition activities and approve them according to set criteria
www.rekabet.gov.tr
2. 2. Energy Market Regulatory Authority
The Energy Market Regulatory Authority (EMRA) regulates and controls the energy
market. The Authority ensures its independent duties in order to provide sufficient highquality, low-cost energy sources to consumers in a reliable and environmentally friendly
manner. The main responsibilities of the Energy Market Regulatory Authority are:
a) To regulate and monitor the electricity, natural gas, petroleum, and liquid petroleum gas
markets
b) To establish a financially viable, stable, and transparent energy market within a competitive
environment
www.epdk.gov.tr
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2.3. Banking Regulation and Supervision Agency
The Banking Regulation and Supervision Agency (BRSA) safeguards the rights and
benefits of depositors; prevents all kinds of operations and transactions that may risk the
orderly and safe operation of banks or that may harm the economy; and facilitates the efficient
working of the credit system. The main goals of the Agency are:
a) To enhance the efficiency of the banking sector and its competitiveness
b) To maintain confidence in the banking sector
c) To minimize the potential negative effects of the banking sector on the economy
d) To improve the stability of the banking sector
e) To protect the rights of depositors
www.bddk.org.tr
2.4 Capital Markets Board of Turkey
The Capital Markets Board of Turkey (CMB) is the regulatory and supervisory
authority in charge of the securities markets in Turkey. Empowered by the Capital Markets
Law (CML), which was enacted in 1981, the CMB has been drafting detailed regulations for
organizing the markets and developing capital market instruments and institutions for the past
19 years in Turkey. Based on the main objectives of fair and orderly functioning markets and
protecting the rights of investors, the CMB has a wide range of responsibilities.
Depending on the development stages of the markets and the state of the country's
economy, the list of priorities changes from time to time. However, the major objective
remains the same: to take the measures necessary to foster the development of capital
markets, and hence to contribute to the efficient allocation of financial resources in the
country while ensuring investor protection. Its mission is to draft innovative regulations and
undertake supervision with the aim of ensuring fairness, efficiency and transparency in
Turkey‟s capital markets, and of improving their international competitiveness.
The CMB implements the duties vested by the Law with due diligence. The CMB is
authorized in and responsible for the following areas:
a) Regulation and supervision of securities markets and institutions
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b) Determination of the operational principles of the capital markets
c) Protection of the rights and interests of investors
www.cmb.gov.tr
2.5. Information and Communication Technologies Authority
The Information and Communication Technologies Authority (BTK) undertakes the
regulation, authorization, reconciliation, and supervision of activities within the
telecommunication market. The main responsibilities of the Authority are:
a) To prepare the required plans in the telecommunications area and present them to the
Ministry of Transportation
b) To observe the technological developments in the telecommunications area in cooperation
with universities and private establishments
c) To observe, control, examine, and evaluate telecommunication implementations
d) To give opinions on the concession contracts to be signed for telecommunication services
and/or infrastructure
e) To define the general criteria on price tariffs, contract provisions, and technical issues to be
implemented for users of telecommunication services and infrastructure, and other operators
for their use of interconnections between telecommunication networks
f) To define and implement the performance standards used as a basis for telecommunication
items
g) To take the measures required to protect consumer rights
www.btk.gov.tr
2.6. Tobacco, Tobacco Products, and Alcoholic Beverages Market Regulation Board
The Tobacco, Tobacco Products, and Alcoholic Beverages Market Regulation Board
(TAMRB) establish regulatory and supervisory systems in areas dealing with tobacco,
tobacco products, alcohol, and alcoholic drinks. The main responsibilities of the Board are:
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a) Regulation and supervision of tobacco production; granting of permission for the import of
tobacco seeds; issuing of authorization to trade in tobacco; regulating, monitoring, and
supervising tobacco producers on the basis of a written contract; and buying and selling of
tobacco products by public auctions
b) Granting permissions for setting up tobacco processing plants, controlling their production,
movements, handovers, and closures; monitoring of tobacco stocks and warehouses; and the
granting of compatibility permissions to tobacco warehouses
c) Supervision of companies operating within the sector
d) Granting production and sales permits, and granting permission to establish factories aimed
at producing tobacco products
e) Regulating the market in ethyl alcohol, methanol, distilled alcoholic drinks, and fermented
alcoholic drinks; preparing national regulation policies; and ensuring conformity with EU
www.tapdk.gov.tr
2.7. Privatization Administration
The Privatization Administration does not share the main characteristics of the abovementioned market regulating autonomous agencies. However, as an independent
administrative body fully responsible for privatization in Turkey, it is of great importance to
direct investors. The Privatization High Council and the Privatization Administration are
responsible for carrying out privatization transactions in Turkey. The main responsibilities of
the Administration are:
a) To decide which enterprises meet the criteria for inclusion in the privatization process
b) To prepare enterprises for privatization in both fiscal and legal matters
c) To determine a timeline for the completion of privatization procedures
d) To prepare the privatization process of enterprises which have been deemed appropriate
e) To decide on the privatization methods required for selected enterprises
f) To decide on scaling-down methods for enterprises which are already in the process of
privatization
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g) To conclude, either temporarily or permanently, the activities of enterprises which are
already in the process of privatization
h) To make a decision about the possible liquidation of companies in the privatization process

III. FOREIGN INVESTMENT
3.1 Introduction
Most economic experts agree that Turkey has been playing an increasingly prominent
role in the world economy, redefining itself as an attractive hub for foreign direct investment
(FDI). There are ten specific reasons to invest in Turkey:
*Successful Economy
*Population
*Qualified and Competitive Labor Force
*Liberal and Reformist Investment Climate
*Infrastructure
*Centrally located
*Energy Corridor and Terminal of Europe
*Low Taxes and Incentives
*Customs Union with the EU Since 1996
*Large Domestic Market
3.2. The Turkish Legal Framework of Foreign Direct Investment
The advantages brought by macroeconomic and political stability are buttressed by the
Turkish legal framework, which is designed to augment FDI. The FDI Code provides several
significant advantages to encourage FDI and protect the rights of foreign investors, all of
whom are treated equally with domestic investors. Foreign investors are free to invest in
any field of business without any restrictions. There has been increasing demand lately for
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foreign direct investors in the fields of energy, financial services, chemicals, environmental
technologies, infrastructure, machinery and tourism.
3.2.1. The Turkish Legal Framework of Foreign Direct Investment on National Field
Turkey‟s investment legislation is easy to follow and complies with international
standards successfully, while it offers equal treatment for all investors. The backbone of the
investment legislation is made up of the Encouragement of Investments and Employment Law
No. 5084, Foreign Direct Investments Law No. 4875, international treaties and various laws
and related sub-regulations on the promotion of sectorial investments.
The aim of the Foreign Direct Investment (FDI) Law No. 4875 is:
*to encourage FDI in the country
*to protect the rights of investors
*to align investors and investments with international standards
*to establish a notification-based system rather than an approval-based one for FDI
* to increase the volume of FDI through streamlined policies and procedures.
The FDI Law provides a definition of foreign investors and foreign direct investments.
In addition, it explains important principles of FDI, such as freedom to invest, national
treatment, expropriation and nationalization, transfers, access to real estate, dispute
settlement, valuation of non-cash capital, employment of expatriates, and liaison offices. The
regulation on the implementation of the FDI Law consists of:
*to regulate the work carried out by foreigners
*to stipulate the rules on work permits given to foreigners.
3.2. 2. Bilateral Investment Treaty and Turkey
a. Bilateral Agreements for the Promotion and Protection of Investments
Bilateral Agreements for the Promotion and Protection of Investments were signed
from 1962 onwards with countries that show the potential to improve bilateral investment
relations. The basic aim of bilateral investment agreements is to establish a favorable
environment for economic cooperation between the contracting parties by defining standards

Çobançeşme Mah. Sanayi Cad. Nish İstanbul Office A-Blok Kat: 11 D: 60 Yenibosna 34136
Tel: (0212) 603 68 28 -Fax: (0212) 603 68 27 - www.yilmazandpartners.com

Istanbul-TURKEY

16

YILMAZ&PARTNERS
of treatment for investors and their investments within the boundaries of the countries
concerned. The aim of these agreements is to increase the flow of capital between the
contracting parties, while ensuring a stable investment environment. In addition, by having
provisions on international arbitration, they aim to prescribe ways to successfully settle
disputes that might occur among investors and the hosting state. Turkey has signed Bilateral
Investment Treaties with 75 countries.
b. Double Taxation Prevention Treaties
Turkey has signed double taxation prevention treaties with 77 countries. This enables
tax paid in one of two countries to be offset against tax payable in the other, thus preventing
double taxation.
Turkey is continuing to expand the area covered by the double taxation prevention
treaty by adding more countries on an ongoing basis.
c. Social Security Agreements
Turkey has signed Social Security Agreements with 22 countries. These agreements
make it easier for expatriates to move between countries. The number of these countries will
increase in line with the increased sources of FDI.
3.2.3. Customs Union and Free Trade Agreements (FTA)
A Customs Union Agreement between Turkey and the European Union has been in
effect since 1996. The agreement allows trade between Turkey and the EU countries without
any customs restrictions. The EU-Turkey Customs Union is one of the steps towards full
Turkish membership of the EU itself.
Turkey has FTAs with 22 countries, creating a free trade area in which the countries
agree to eliminate tariffs, quotas and preferences on most goods and services traded between
them. This framework explains why many global companies are now using Turkey as a
second supply source and manufacturing base, not only for the EU and rapidly growing
Turkish markets, but also for the Middle East, Black Sea and North African markets, with the
added advantage of a relatively low cost but well-educated labor force, coupled with costeffective transportation.
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IV.TURKEY‘S INVESTMENT INCENTIVE SYSTEM
The new investment incentives scheme is specifically designed to encourage
investments with the potential to decrease dependency on the importation of intermediate
goods vital to the country‟s strategic sectors.
Amongst the primary objectives of the new investment incentives scheme are:
* reduce the current account deficit
* boost investment support for lesser developed regions
* increase the level of support instruments
* promote clustering activities; and to support investments that will create the transfer of
technology.
In order to further accelerate investment decisions, the new investment incentives
system grants more advantageous support for investments to be initiated by the end of 2014.
Effective as of January 1, 2012, the new investment incentives system has been
comprised of four different schemes. Local and foreign investors have equal access to:
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4.1. General Investment Incentives Scheme

Regardless of the region where investment takes place; all projects meeting both the
specific capacity conditions and the minimum fixed investment amount are supported within
the framework of the General Investment Incentives Scheme. Some types of investments are
excluded from the investment incentives system and would not benefit from this scheme. The
minimum fixed investment amount is TRY 1 million in Region 1 and 2, and TRY 500,000 in
Region 3, 4, 5 and 6.
Major investment incentive instruments are:
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a) Exemption from customs duties:
Customs tax exemption for imported machinery and equipment for projects with an
investment incentive certificate.
b) VAT exemption:
VAT exemption for imported or domestically purchased machinery and equipment for
projects with an investment incentive certificate.
4.2. Regional Investment Incentives Scheme
The sectors to be supported in each region are determined in accordance with regional
potential and the scale of the local economy, while the intensity of support varies depending
on the level of development in the region.
The new investment incentives system defines certain investment areas as “priority”
and offers them the regional support extended to Region 5 by the Regional Investment
Incentives Scheme, regardless of the region of the investment. If the fixed investment amount
in priority investments is TRY 1 billion or more, tax reduction will be applied by adding 10
points on top of the “rate of contribution to investment” available in Region 5. If priority
investments are made in Region 6, the regional incentives available for this particular region
shall apply.
Fields of investment with specific priorities to be supported with Region 5 instruments
regardless of the investment‟s region are:
* Tourism accommodation investments in Cultural and Tourism Preservation and
Development Regions and investments that could benefit from regional incentives with regard
to thermal tourism
*Mine extraction and/or processing investments
*Railroad and maritime freight or passenger transportation investments
*Specific pharmaceutical, defense, and aerospace industry investments with a minimum fixed
investment amount of TRY 20 million
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*Test centers, wind tunnels, and similar investments made for the automotive, aerospace or
defense industries
*Investments made by the private sector for kindergartens and day-care centers, as well as
preschools, primary, elementary, and high schools
*International trade fair investments with a minimum indoor area of 50,000 square meters
(excluding accommodation and shopping center units)
*Investments for the manufacturing of products or parts developed by an R&D project that is
supported by the Ministry of Science, Industry and Technology, TUBITAK or KOSGEB
*Investments in the motor vehicles main industry worth a minimum amount of TRY 300
million, engine investments worth a minimum amount of TRY 75 million, and investments
for motor engine parts, transmission components/parts and automotive electronics worth a
minimum amount of TRY 20 million
*Investments for power generation where metals stated in the 4-b group of Article 2 of the
current Mining Law No. 3213 within the scope of a valid mining license and permit issued by
the Ministry of Energy and Natural Resources are used as inputs
*Energy efficiency investments that would reduce energy consumption in unit production by
a minimum of 20 percent for at least 5 years in existing manufacturing facilities with an
annual consumption of least 500 tons of oil equivalent (toe) energy
*Investments for electricity generation through waste heat recovery in a facility (excluding
natural gas-fired electricity generation plants)
*Liquefied natural gas (LNG) investments and underground gas storage investments with a
minimum amount of TRY 50 million
*Investments for the production of carbon fiber or composite materials made from carbon
fiber provided that it takes place along with carbon fiber production.
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4.3. Large-Scale Investment Incentives Scheme
12 investment subjects, which will potentially foster Turkey‟s technology, R&D
capacity and competitiveness, are supported by Large-Scale Investment Incentives Scheme
instrument.

The following categories of investment within the Regional and Large-Scale
Investment Incentives Schemes can benefit from support granted to a one-grade lower region
in terms of tax reduction and social security premium support (employer‟s share).
4.4. Strategic Investment Incentives Scheme
Investments meeting the criteria below are supported within the framework of the
Strategic Investment Incentives Scheme:
*The domestic production capacity for the product to be manufactured with the investment
shall be less than the import of the product.
*The investment shall have a minimum investment amount of TRY 50 million.
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*The investment shall create a minimum added-value of 40% (this condition is not applicable
to refinery and petrochemicals investments).
*The total import value of the product to be manufactured with the investment shall minimum
of USD 50 million as of the past one year (excluding products that are not locally produced).
Support Instruments
*VAT Exemption:
VAT is exempt for imported and/or domestically delivered machinery and equipment
within the scope of the investment incentive certificate.
*Customs Duty Exemption:
Customs duty is exempt for imported machinery and equipment within the scope of
the investment incentive certificate.
*Tax Reduction:
The income or corporate tax is calculated on basis of reduced rates until the total
amount of reduced tax reaches the amount of contribution to the investment. The rate of
contribution to investment refers to the rate of the total fixed investment amount that is
subject to tax reduction.
*Social Security Premium Support (Employee’s Share):
For additional employment created by the investment, the employee‟s share of the
social security premium calculated on basis of the legal minimum wage will be covered by the
government. The instrument is applicable only to investments made in Region 6 within the
scope of the investment incentive certificate. There is no upper limit for Social Security
Premium Support and it is applicable for 10 years.
For additional employment created by the investment, the employer‟s share of the
social security premium calculated on basis of the legal minimum wage will be covered by the
government.
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* Income Tax Withholding Allowance:
The income tax with regard to additional employment created by the investment,
within the scope of the investment incentive certificate, will not be liable to withholding
taxes. The instrument is applicable only to investments made in Region 6 within the scope of
the investment incentive certificate. There is no upper limit for income tax withholding
allowance and it is applicable for 10 years.
*Interest Rate Support:
Interest rate support is a financial support instrument provided for investment loans
with a term of at least one year obtained within the scope of an investment incentive
certificate. A portion of the interest/profit share regarding the loan equivalent, at most 70
percent of the fixed investment amount registered in the investment incentive certificate, will
be covered by the government.
*Land Allocation:
Land may be allocated for investments, with an investment incentive certificate, in
accordance with the rules and principles set by the Ministry of Finance, depending on the
availability of such land.
* VAT Refund:
VAT collected on construction expenses, made within the scope of strategic
investments with a minimum fixed investment amount of TRY 500 million, will be rebated.
* R&D support
A) R&D Law
The R&D Law provides special incentives for R&D investment projects in Turkey
provided that a minimum of 30 personnel are employed in an R&D center. The incentives
within the new law will remain in effect until 2024 and include:
100 percent deduction of R&D expenditure from the tax base if the number of
researchers exceeds 500, then in addition to the 100 percent deduction, half of the R&D
expenditure increase incurred in the operational year compared to the previous year will also
be deducted. Income withholding tax exemption for employees (this item will be effective

Çobançeşme Mah. Sanayi Cad. Nish İstanbul Office A-Blok Kat: 11 D: 60 Yenibosna 34136
Tel: (0212) 603 68 28 -Fax: (0212) 603 68 27 - www.yilmazandpartners.com

Istanbul-TURKEY

24

YILMAZ&PARTNERS
until December 31, 2023).50 percent social security premium exemption for employers for a
period of 5 years Stamp duty exemption for applicable documents Techno-initiative capital
for new scientists up to TRY 100,000 Deduction from the tax base of certain funds granted
by public bodies and international organizations.
B) Support for Technology Development Zones
The advantages in Technology Development Zones are:
*Profits derived from software development and R&D activities are exempt from income and
corporate taxes until 31.12.2023.
*Sales of application software produced exclusively in TDZs are exempt from VAT until
31.12.2023. Examples include software for systems management, data management, business
applications, and different business sectors, the Internet, mobile phones and military
command control.
*Wages of R&D and support personnel employed in the zone are exempt from all taxes until
31.12.2023. The number of the support personnel covered by the exemption shall not exceed
10 percent of the number of the R&D personnel.
*Investments for the production of the technological product obtained as a result of the R&D
projects conducted in the zone may be made in the TDZ, if deemed suitable by the operator
company and allowed by the Ministry.
*50 percent of the employer‟s share of the social security premium will be paid by the
government for 5 years until 31.12.2024.
C) TUBITAK (Scientific and Technological Research Council of Turkey) and TTGV
(Turkish Technology Development Foundation) both compensate or grant R&D related
expenses and capital loans for R&D projects.
Projects eligible for TUBITAK incentives:
*Concept development
*Technological research & technical feasibility research
*Laboratory studies in the translation of a concept into a design
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*Design and sketching studies
*Prototype production
*Construction of pilot facilities
*Test production
*Patent and license studies
*Activities concerning the removal of post-sale problems arising from product design
D) Support for SMEs
SMEs are defined as companies employing less than 250 employees and earning less
than TRY 25 million in revenue or turnover per year. Incentives granted to SMEs include:
1. Exemption from customs duties
2. VAT exemption for imported and domestically purchased machinery and equipment
3. Credit allocation from the budget
4. Credit guarantee support
In order to meet financial needs of SMEs, a TRY 1 billion fund was transferred to the
Credit Guarantee Fund (KGF) by the Treasury to create credit capacity worth TRY 10 billion.
The guarantee limit is TRY 1,000,000 per SME and TRY 1,500,000 for the risk group that the
SME related to. KGF covers up to 80 percent of the loan.
E. KOSGEB support to SMEs (www.kosgeb.gov.tr)
The Small and Medium Sized Industry Development Organization (KOSGEB) makes
significant contributions to strengthening SMEs by various support instruments in financing,
R&D, common facilities, market research, investment site, marketing, export and training.
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*Industrial Thesis (SANTEZ) program
Direct financial support for new technology adaptation, process development, quality
improvement and environmental modification projects to be achieved via university
partnerships:
*Up to 85 percent of the project budget could be supported by direct grants
*Project term is 2 years, with a possible extension of 6 months
*Expenditure on staff, travel, consumable materials, machinery and equipment and relevant
service procurements are supported
*The application file could be approved within 4 months, and the project supervision
committee is independent.
*Loans for technology development projects
The Technology Development Foundation of Turkey (TTGV) offers long term
interest-free loans for technology development, renewable energy production, energy
efficiency improvement and environmental impact-reduction projects.
Exemplary support for environmental projects:
*The maximum contribution rate is 50 percent per project
*Maximum budget of USD 1 million per project
*The pay-back term is 4 years in total after project execution, including a one-year grace
period.
*Training support
ISKUR, the National Recruitment Agency, may support vocational training projects
for a maximum period of 6 months.
Direct salary support for interns, and unemployed candidates that are registered at
ISKUR, (partial wage=TRY 25/day) during the pre-employment training session Social
security premium expenses (Occupational accidents and occupational diseases) are covered
by ISKUR.
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Program expenses such as the trainer's fee, energy and water bills are partially paid to
the employer by ISKUR. The total amount is calculated by the cost per trainee and the
employer must bill ISKUR for the services given ISKUR considers the employer (company)
the legal party in this training program. A certain number (percentage) of trainees must be
employed after the program.
The Ministry of National Education cooperates for:
*Vocational schools with the desired programs could be opened according to the decision of
the Ministry.
*The general cost of a trainee team for the adaptation of every requested program on a present
vocational high school could be supported by the Ministry.
*State Aid for Exports
The main aims of this scheme are to encourage exports and to increase the
competitiveness of companies in international markets. This specific package mainly covers
R&D activities, market research, participation in exhibitions and international fairs, and
expenditure for patents, trademarks and industrial design.

V.ESTABLISHING a BUSINESS IN TURKEY
5.1. Introduction
As per Turkish foreign investment legislation, foreign investors benefit from equal
rights and equal treatment principles with Turkish investors. Therefore, it is possible for
foreign investors to incorporate all types of business entities prescribed by the law. A foreign
investor is entitled to establish a business entity on its own or with Turkish nationals of
natural or legal personality in Turkey.
The New Turkish Commercial Code No. 6102 (“New TCC”) was published in the
Official Gazette on February 14, 2011. As stipulated in the New TCC and the Law on
Effectiveness and Implementation of the Turkish Commercial Code No. 6103 ("Code on
Effectiveness of New TCC”), the new code came into effect on July 1, 2012.
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The main goal of the New TCC is to develop a corporate governance approach that
meets international standards; to foster private equity and public offering activities; to create
transparency in managing operations; and to align the Turkish business environment with EU
legislation, as well as for the accession process. Major amendments in the New TCC can be
outlined as:
5.2. Shareholding Structure
The New TCC allows the establishment of joint stock companies (A.Ş.) or limited
liability companies (Ltd. Şti.) with only a single shareholder.
According to the former code, joint stock companies could be established with a
minimum of five shareholders, while limited liability companies could be formed with a
minimum of two partners. Therefore, the New TCC removes the obligation for foreign
companies to secure mandatory minority shareholders in order to comply with the minimum
shareholder number requirements by the former TCC. The shares of previously established
companies can now be held by a single party.
5.3. Board of Directors
Under the New TCC, in compliance with the EU legislation, the board of directors
may now be comprised of a single person instead of at least three members. These offers
foreign investors the opportunity to do business more easily, as board meetings may be
hindered if there are a large number of shareholders that have to travel frequently between
countries.
The New TCC does not require physical presence of board members; it allows board
meetings to be held in an electronic environment and board resolutions may also be approved
via electronic signatures. Through these amendments, the New TCC will prevent foreign
companies from incurring unnecessary travel expenses.
Additionally, legal entities may be appointed as board members. This means foreign
shareholders no longer have to deal with red tape such as, excessive legal documents or
holding shareholder meetings in order to change board members. Different representatives
may be appointed as a board member on each occasion if he or she is entitled to by the legal
entity.
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The obligation that board members must be shareholders has also been abolished.
According to the New TCC, any independent individual may be a board member. This
ensures a professional board of directors that can act separately from shareholders, and in
turn, boosting corporate governance.
5.4. Registered Capital System
The New TCC offers non-public companies the opportunity to adopt a registered
capital system, so non-public joint stock companies may benefit from the opportunity of
flexible capital increases introduced by the registered capital system. This is seen as a great
advantage for foreign companies to increase capital whilst reducing bureaucracy and/or travel
expenses.
5.5. Ultra-Vires
The former TCC incorporated the doctrine of Ultra Vires that is “corporations can only
be authorized to acquire rights and undertake debts, provided that they conduct their business
within the field of operations defined in the articles of incorporation." This doctrine of Ultra
Vires was abolished on June 1, 2012; therefore, transactions of companies, which operate
outside the business areas specified in their articles of association, will be effective.
5.6. Company Establishment in One Day
It is possible to establish a company in a single day by applying to the relevant trade
registry office with the required documents. The company is established once the founders
declare their intent to set up a joint stock company in the articles of association, which have
been issued in accordance with the law, and where they, with their notarized signatures,
unconditionally acknowledge and undertake to pay the whole capital. The company receives
its “legal entity” status upon registration with the trade registry.
5.7. Types of Companies
Incorporated companies such as a:
*Joint-stock company (A.Ş.)
* Limited liability company (Ltd. Şti.)
* Commandite company

Çobançeşme Mah. Sanayi Cad. Nish İstanbul Office A-Blok Kat: 11 D: 60 Yenibosna 34136
Tel: (0212) 603 68 28 -Fax: (0212) 603 68 27 - www.yilmazandpartners.com

Istanbul-TURKEY

30

YILMAZ&PARTNERS
*Collective company
*Cooperative company
5.7.1. Joint Stock Company
The company‟s stock capital is divided into shares and the liability of the shareholders
is limited to the subscribed capital and paid by the shareholder. At least one shareholder (real
person or legal entity) and a minimum capital of TRY 50,000 are mandatory. The mandatory
company shall include a general assembly and a board of directors.
5.7.2. Limited Liability Company
It is a company established with at least one shareholder (real person or legal entity)
and the liability of the shareholders is limited to the subscribed capital and paid by the
shareholder. A minimum capital of TRY 10,000 is mandatory.
5.7.3. Commandite Company
It is the company established to operate a commercial enterprise under a trade name.
Whereas the liability of some shareholders is limited to the capital subscribed and paid by the
shareholder (commandite), for some shareholders there is no limitation of liability. Legal
entities can only be commandite. No minimum capital is required. The rights and obligations
of the shareholders are determined by the articles of association.
5.7.4. Collective Company
It is the company established to operate a commercial enterprise under a trade name
and, the liability of none of the shareholders is limited only to the capital subscribed and paid
by the shareholder. No minimum capital is required. It is mandatory that all the shareholders
be real persons. The rights and obligations of the shareholders are determined by the articles
of association.
5.7.5 Other Entities:
5.7.5.1. Branches
Branches are semi-independent entities of a natural or legal person in accordance with
the TCC. Semi-independence of a branch signifies that the branches are independent from the
headquarters in terms of their external relationships concerning the company activities held
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with third persons; however, dependent to the headquarters in terms of legal personality,
profit and loss as well as rights and obligations. A branch has to be entitled with the powers to
carry out the fundamental activities of the company.
Foreign companies are entitled to establish a branch in Turkey although their
headquarters is located abroad. Brach of a foreign company should be registered with the
Turkish Trade Registry in the location of the branch within 15 days as of its incorporation.
Branches are sought to obtain a separate accounting and commercial books from the
headquarters, however, whether it would have a separate capital from the headquarters or not
is an issue of commercial preference.
5.7.5.2. Liaison Offices
Liaison offices are governed by the Regulation on Application of Foreign Direct
Investments Law. In line with the recent legislation published in the Official Gazette on July
03, 2012, liaison offices are incorporated for a maximum term of 3 years as per the approval
of the Ministry of Economy for the purposes excluding carrying out commercial activities.
Such term may be extended for an additional 3, 5 or 10 years solely and strictly upon the
decision by the Ministry or the liaison offices may be converted to branch or company if and
when the activities require so. Liaison offices may be incorporated for exercising marketing
and promotion activities, expenses of which should be funded from abroad by the mother
company via foreign currency transfers; however, may not exercise activities resulting in
invoicing or generating income. Liaison offices are required to report to the Ministry of
Economy and be registered with the relevant Tax Office and Social Security Institution in
Turkey.
5.7.5.3. Agencies
Agencies, facilitating companies and merchants to carry out their business activities
through reducing costs and expenses, are regulated under the TCC. Agencies, established
through written or non-written agreements depending on the particulars of the situation, act
and execute transactions on behalf and account of the company and merchant they represent.
It is noteworthy to mention that in accordance with the TCC, the procedure of application
before the Ministry of Science, Industry and Technology is not required for branch
incorporation of foreign companies. Whereas the branch managers of foreign company
branches are under the obligation to publish the financial statements of the branch in Turkey
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within six months as of the approval of financial statements of the relevant company in
accordance with the legislation governing the foreign company.
5.8. Company Establishment Procedures
Three copies of articles of association (one copy original) which are notarized are
prepared. Following the notarization of articles of association, within 15 days at the latest,
application to the relevant trade registry office with the documents set below is needed.
5.9. Documents for the Company Establishment
*A company establishment petition and a notification form duly filled in and signed by
persons authorized to represent the company. The list of the documents to be procured, and
forms to be filled can be downloaded at www.sanayi.gov.tr and www.hazine.gov.tr
*Letter of Undertaking (Trade Registry Regulation Article 24)
*Articles of association including notarized signatures of founders and notary certification
proving that all shares constituting the registered capital have been subscribed by the founders
in the articles of association
*Founders‟ statement signed by the founders
*The bank letter proving that the share capital has been deposited
*The bank receipt indicating that 0.04% of the company capital has been deposited to the
account of the Turkish Competition Authority at a state bank
*Permit or letter of compliance for companies whose corporation is subject to the permit or
letter of compliance issued by the relevant ministry or other official institutions
*Notarized copy of signatures of persons with the authority to represent and bind the
company
*Application number indicating that the trade name to be used has been checked and
confirmed by the Trade Registry Office
*Company establishment statement form (3 original copies)
*Certificate of residence of founding partners
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*Notarized translation of passport in case the foreign shareholder is a real person; apostilled
and notarized translation of registry document issued by the competent authority in case the
foreign shareholder is a legal entity.

VI.TAXATION
6.1. Taxes
Turkey has one of the most competitive corporate tax rates in the OECD region. The
Corporate Tax Law No. 5520 that was enacted on June 21, 2006 made some important
amendments to the current applications and also included new concepts in the tax legislation.
With the new Corporate Tax Law in place, Turkish corporate tax legislation now has
noticeably clearer, more objective and better harmonized provisions which are in line with
international standards.
The Turkish tax regime can be classified under three main headings:
6.1.1. Income Taxes
Income taxes in Turkey are levied on all income, including that of domestic and
foreign individuals and corporations residing in Turkey. Non-residents earning income in
Turkey through employment, ownership of property, business transactions, or any other
activity which generates income are also subject to taxation, but only on the income earned in
Turkey.
6.1.1 .1. Corporate Income Taxes
In Turkey, the basic corporate income tax rate levied on business profits is 20%.
Withholding taxes on selected payments of resident corporations:
*Dividends are subject to 15%.
*Interest on treasury-bill and treasury bonds derived by resident corporations is subject to 0%.
*Interest on other bonds and bills derived by resident corporations is subject to 0%, bank
deposits are subject to 10%-18% (for bank deposits opened after January 2, 2013).
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*Profit shares paid by participation banks in consideration of participation accounts are
subject to 10%-18% (for participation accounts opened after January 2, 2013).
*REPO agreements are subject to 15%.
Withholding taxes on selected payments of non-resident corporations:
*Dividends are subject to 15%.
*Interest on treasury-bill and treasury bonds derived by non-resident corporations is subject to
0%.
*Interest on other bonds and bills derived by non-resident corporations is subject to 0%, bank
deposits are subject to 10%-18% (for bank deposits opened after January 2, 2013).
*Profit shares paid by participation banks in consideration of participation accounts are
subject to 10%-18% (for participation accounts opened after January 2, 2013).
*REPO agreements are subject to 15%.
6.1.1.2. Individual Income Tax
The personal income tax rate varies from 15% to 35%.
Income tax rates applicable to yearly gross earnings from 2013 are as follows:

6.1.2. Taxes on Expenditure
6.1.2.1 .Value Added Tax (VAT)
The generally applied VAT rate varies between 1%, 8%, and 18%. Commercial,
industrial, agricultural, and independent professional goods and services, goods and services
imported into the country, and deliveries of goods and services as a result of other activities
are all subject to VAT.
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6.1.2.2. Special Consumption Tax (SCT)
There are four main product groups that are subject to special consumption tax at
different tax rates:
*Petroleum products, natural gas, lubricating oil, solvents, and derivatives of solvents
*Automobiles and other vehicles, motorcycles, planes, helicopters, yachts
*Tobacco and tobacco products, alcoholic beverages
*Luxury products
Unlike VAT, which is applied on each delivery, special consumption tax is charged
only once.
6.1.2.3. Banking and Insurance Transaction Tax
Banking and insurance company transactions remain exempt from VAT but are
subject to a Banking and Insurance Transaction Tax. This tax applies to income earned by
banks, for example on loan interest. The general rate is 5%, while interest on deposit
transactions between banks is taxed at 1% and no tax is levied on sales from foreign exchange
transactions.
6.1.2.4. Stamp Duty
Stamp duty applies to a wide range of documents, including contracts, agreements,
notes payable, capital contributions, letters of credit, letters of guarantee, financial statements,
and payrolls. Stamp duty is levied as a percentage of the value of the document at rates
ranging from 0.189% to 0.948%, and collected as a fixed price (a pre-determined price) for
some documents.
6.1.3 .Taxes on Wealth
There are three kinds of taxes on wealth: inheritance and gift taxes, property taxes, and
motor vehicle tax.
Buildings, apartments and land owned in Turkey are subject to real estate tax ranging
at a rate of 0.1% and %0.06, while Contribution to the Conservation of Immovable Cultural
Property is levied at a rate of %10 percent of this real estate tax. Motor vehicle taxes are
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collected on the basis of fixed amounts that vary according to the age and engine capacity of
the vehicles every year. Meanwhile, Inheritance and Gift Taxes are levied at a rate of %1-30.
6.2. Tax Incentives
*Prioritized development zones
*Technology development zones
*Organized industrial zones
*Free zones
*Research and development
*Private educational corporations
*Cultural investments and enterprises
*Loan allocation
*Turkish International Maritime Sector Incentives
6.3. Tax Exemptions and Allowances
VAT exemptions include but are not limited to the following transactions:
*Export of goods and services.
*Roaming services rendered in Turkey for customers outside Turkey (i.e. non-resident
customers) in line with international roaming agreements, where a reciprocity condition is in
place.
*Petroleum exploration activities.
*International transportation.
*Deliveries made to diplomatic representatives, consulates and international organizations
with tax exemption status and to their employees.
*The supply of machinery and equipment, including importation, to persons or corporations
that are VAT taxpayers and that have an investment certificate issued by the relevant
authority.
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*Services rendered at harbors and airports for vessels and aircrafts.
*Social and other exemptions apply to deliveries made to the government and other related
organizations for cultural, educational, health and similar purposes.
*Banking and insurance transactions are exempted from VAT as they are subject to a separate
Banking and Insurance Transactions Tax at a rate of 5%.
*Tax exemptions are provided for earnings derived by corporations from their overseas
branches and both their domestic and overseas ventures if they meet certain conditions.
*Research and development allowances.
*Deductions from the tax base of corporations related to certain donations, aid or sponsorship
expenditures for sport activities.

VII.INTELLECTUAL PROPERTY
Intellectual Property refers to creations of the mind and the protection of Intellectual
Property by law is aimed to motivate people to utilize their ability to invent, produce, initiate,
innovate and improve.
Intellectual Property rights have been protected under the general rules of Turkish law
for a long time and special regulations came into force during the 1990s. Today, trademarks,
patents and other intellectual property rights are protected in particular under Turkish law.
Decree-Law 556/1995 on the protection of trademarks, which entered into force on
June 27 1995, is the main legislation governing trademarks and it includes a registered
trademark protection system for goods and services, guarantee marks and collective marks.
Non registered trademarks are protected under the provisions of the Turkish
Commercial Code concerning unfair competition. Responsibilities and authorities of the
Turkish Patent Institute, which the authority in charge of protection of trademarks and
relevant applications was updated in 2003 by a law, numbered 5000.
7. 1. Trademark Categories in Turkey
In Turkey, the followings categories of IP product are recognized for trademark registration
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*any sign capable of graphical representation, including words or slogans including names of
people
*Graphic designs
*Series of letters or numbers
*The shape of the product or its packaging
*Any combination of the above mentioned items
*Trademarks are available to protect any certification mark which is certified as to quality,
country of origin, method of manufacture and ingredients.
7. 2. Registration for Trademark Registration
7.2.1. Application for Trademark
Any real person or a corporation can apply for trademark registration, but only via an
attorney registered within the Turkish Patent Institute.
An appropriate application requires the following documents and information
submitted:
*An Authorization of Agent form signed by the client, authorizing the lawyer to act on his
behalf. Where the applicant is a legal entity, the Authorization of Agent form must also bear
the Company's seal.
*Full details of the applicant's name, address and nationality. Nature of business is also
required in case the applicant is a corporation.
*A clear reproduction and/or description of the goods (or services) It which will include
colors, forms and dimensional figures if relevant. The category/class of the application shall
also be specified.
*Certified document by the relevant authority to confirm priority right if available, under the
Paris Convention, with certified translation in Turkish.
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7.2.2. Assessment of the Application
Upon the submission of a complete application to the Registrar, the Registrar first
appoints a filing date, then issues a registration number to the mark and conducts a search in
order to establish its eligibility for registration.
7.2.2.1. Acceptance
If the Trademark is accepted conditionally, by imposing some modifications, then the
applicant may request in writing the reasons behind the Registrar's decision to impose
conditions and have a right to be heard before the Registrar via his Lawyer against such
imposition by setting out the respective reasons.
If the Registrar accepts the Trademark unconditionally, and or the applicant accepts
the trademark conditionally, then the trademark is published in the Official Bulletin of the
Turkish Patent Institute, upon the payment of the relevant publication fee.
If there is an objection by third parties within the prescribed time frame to the
trademark then the applicant has the right to reply to such third party objections. If there is no
such objection the trademark is registered and the Certificate of Registration is due for
issuance.
7.2.2.2. Rejection
A Trademark will be rejected on absolute grounds as provided by the Law such as lack
of distinctive character and/or use of a geographical name and or reflecting a national
emblem. A Trademark will also be rejected based on similarity to an "earlier" registered
trademark or "earlier" application.
Upon rejection by the Registrar the applicant may appeal to the Re-examination and
Evaluation Board. If, after this step, the Registrar maintains the rejection of the mark, then the
applicant, via his lawyer, may request for judicial review of the Board's decision under article
53 of the Decree Law No. 556.
7. 2.3. Duration of Trademark
A successfully registered trademark is protected from the date of filing rather than the
date of its eventual registration. A trademark is initially registered for 10 years. Thereafter it
must be renewed every 10 years in order to remain valid, with an applicable renewal fee. A
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reminder is usually sent to the owner of the trademark by the Turkish Patent Office. . Failure
to renew a trademark will result in its removal from the Turkish trademark register.
7.2.4. Scope of Trademark Protection
7.2.4.1 .Registered Trademarks
Use of registered Trademarks by third parties can be restrained. Failure or refusal to
stop infringement is dealt with by bringing an action for an injunction and/or damages. The
Court may grant other reliefs according to its discretion such as requesting submission of
accounts evidencing any profits made by the infringing party as a result of the infringement.
The registered owner needs only to show that his trademark is used without authority
and s/he does not have to prove any actual damage to his business.
7.2.4.2. Unregistered Trademarks
Unregistered Trademarks are not protected under the Decree Law (reference).
However, use of unregistered Trademarks by another party may be brought before the Court
under the provisions of Unfair Competition Law.
As part of Turkey's efforts of compliance with EU IP rights legislation, and of
fulfillment its commitments under the World Trade Organization Agreement on TradeRelated Aspects of Intellectual Property Rights, Turkey has introduced numerous new laws,
decrees and regulations since 1994 that have established a stable, reliable IP system that can
support a fairly competitive business environment and it seems that Turkey is dedicated to
maintain an efficient IP system by incorporating new technologies and necessary legislations
in its IP regime.

VIII.TURKISH PRODUCT LIABILITY LAW
The main legal norm in the area of product liability law is the Consumer Protection
Act (“CPA”) No. 4077 adopted on March 8, 1995 and amended by the Law 6462 in May,
2013.
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8.1 .Consumer definition
The CPA defines who qualifies as a customer according to this Act and therefore can
benefit from its protection: “consumer means a natural or legal person who obtains, uses or
benefits from goods or service for purposes outside his trade or profession” (Article 3e).
Therefore, if dealing with the good or service generates money for the user, the user is not
considered under this law.
8.2. Consumer Legislation
Article 4 s.1 of the Consumer Protection Act defines defective product as follows:
Any goods shall be considered defective, in cases where that good bears a physical,
economic or legal deficiency, which reduces or totally removes the benefits that the consumer
is entitled to expect or which reduces the value of the good as regards the purposes of its use
or consumption or where there appears a non-compliance with the predetermined quality or
the quantity of the good or with its standards or with the seller’s promise or with the
information on the packaging, labels or on the instructions for use.
Subsequently, article 4 in section grants the consumer the alternative rights of
termination with request of refund, replacement with a non-defective good or reduction in the
price for losses due to the defect or a free-of-charge repair. Within 30 days from the date of
purchase, the consumer has the right to choose any of these choices and the seller is obliged to
comply with the request of the consumer.
The CPA furthermore states that manufacturer-producers, sellers, dealers, agents,
importers and those providing loan are to be jointly and severally liable towards the consumer
for the defective good and the alternative rights mentioned in this Article. If more than one
person is liable for damages caused by the defective good, these are jointly liable. The
liability is not excluded by the lack of knowledge of the defective nature of the good.
The CPA clearly states that the lack of knowledge would not eliminate the liability of
a manufacturer for any damage caused after September 8, 1995, which is the date the CPA
came into force. Before the September 8, 1995 the manufacturer‟s liability was subject to the
general provisions of Code of Obligations.
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8.3. Burden of Proof
The general rules of the Civil Code and of the Code of Obligations for burden of proof
are applicable in case of product liability. In general, a person who brings the claim bears the
burden of proof. In exceptional cases this burden is reversed.
Specific provision is article 9 of the Consumer Protection Law, in which when it
comes to evidence there is an obligation for the seller to deliver a document stating the rights
of the customer in cases of doorstep sale. Therefore, when there is a dispute and the seller
fails to produce such a document, the seller is deemed not to perform his/her obligation that
would be content of such a document. Furthermore, decisions of the Arbitration Committee
established under the Consumer Protection Law constitute a means of evidence to be issued in
the Consumer Courts (Article 22 s. 6)
8.4. Compensatory Damages
The concept of damages is defined as the pecuniary compensation or indemnity
recovered in the courts by a person who suffered a decrease in tangible and intangible assets
without his or her consent or fault. The word „asset‟ here means all the possessions on which
a person may have rights, material or moral goods and even the life of a human being.
8.5. Criminal Liability
In some cases product liability triggers criminal sanctions either pecuniary or
imprisonment. The Criminal Code adopted in 2005 contains in part „Crimes creating public
danger‟ and „Crimes against Public Health‟ rules for the protection of public health including
severe punishments.
8.6. Warranty Certificates
According to the CPA, article 13, manufacturers or importers shall issue warranty
certificates for the goods they manufacture or import. The responsibility to complete and give
to the customer the warranty certificate lies with the seller, dealer or agent. General warranty
period is at least two years and commences on the date of the delivery of goods. In case that a
good under warranty breaks down, the seller is obliged to get it repaired bearing all the costs.
If, however, repaired goods continually keeps on breaking down, or it cannot be repaired, the
consumer can exercise alternative rights granted under article 4.
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IX. EMPLOYEES and SOCIAL SECURITY
9.1. Terms of Employment
Terms of employment in Turkey are mainly governed by the Labor Law and Trade
Union Law. Pursuant to the Labor Law, there are various types of employment contracts:
a) Employment contracts for “temporary” and “permanent” work
b) Employment contracts for a “definite period” or an “indefinite period”
c) Employment contracts for “part-time” and “full-time” work
d) Employment contracts for “work-upon-call”
e) Employment contracts with a trial period
f) Employment contacts constituted with a team contract
Employment contracts are exempt from stamp tax and any type of duties and fees.
Any kind of discrimination among employees with respect to language, race, gender,
political opinion, philosophical approach, religion or similar criteria is prohibited by law.
Discrimination based on the gender of an employee is prohibited when determining the
amount of remuneration for employees working in the same or equivalent jobs.
9.2 .Working Hours and Overtime
Under the Labor Law, the maximum regular working hours are 45 hours per week. In
principle, 45 hours should be split equally among the working days. However, in accordance
with the Labor Law, working hours may be arranged by the employer within the legal limits.
As a rule, hours exceeding the limit of 45 hours per week are to be paid as “overtime
hours”. The wage/salary for each hour of overtime work is paid by raising the hourly rate of
the regular working salary by fifty percent. Instead of the overtime payment, employees may
be granted 1.5 hours of free time for every overtime hour worked. Overtime hours worked
during weekends and public holidays are to be paid as wage for one day holiday and overtime
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wage. These rates may be increased on the basis of a collective or personal employment
contracts between employees and employers. The total number of overtime hours worked per
year may not exceed 270 hours.
9.3. Annual Paid Vacation
There are six paid public holidays per year (January 1st, April 23rd, May 1st, May
19th, August 30th, October 29th), plus two paid periods of religious holiday, which comes to
eight days in total. Employees are entitled to paid annual vacation for the periods indicated
below, provided that they have worked for at least one year including the probation period:

These benefits are the minimum levels set by law and may be increased on the basis of
a collective or personal employment contracts.
Under the Labor Law, wages and any kind of payments can be paid in Turkish Lira
(TRY) into the bank account of employees or at the work place. If wage and salary amounts
are not paid into employees' bank accounts, an administrative penalty is charged to the
employer. It is possible to denominate wages/salaries in terms of a foreign currency. In this
case, wages/salaries shall be paid in TRY calculated on the basis of the relevant foreign
currency rate prevailing as of the payment date.

X. HOW TO GET A WORK PERMIT FOR FOREIGNERS IN
TURKEY
10.1. Obtaining a Work Permit in Turkey
Applications for work permits can be made inside or outside Turkey:
Foreigners residing outside Turkey shall apply to the relevant Turkish Consulate of
either his/her country of residence or his/her country of citizenship.
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Foreigners with a valid residence permit (valid for a minimum of 6 months, except for
residence permits for educational purposes) can apply directly to the Ministry of Labor and
Social Security.
While foreigners apply for a work permit from their country of residence; individual
shall present their passport, work visa application, an appropriate photo and a copy of the
work contract to the Turkish Embassy / Consulate and companies shall file an online
application form in six days to the Turkish Ministry of Labor and Social Security.
*If all documents submitted are accurate and complete, the issuing process will take around
30 days.
*Once approved, the applicant is informed by phone or e-mail.
*Foreign nationals need an authorized Turkish citizen with a power of attorney to handle their
electronic application as the process requires a Turkish national identification number.
Once the work permit has been issued and the work visa application has been
approved by the Ministry of Labor and Social Security, individuals need to apply to the
Turkish Embassy / Consulate with
*Non-refundable work visa processing fee
*Non-refundable work permits processing fee
*To obtain a residence permit, work visa and work permit holders must apply to the Alien‟s
Branch of the Local Police Department within 30 days following their arrival in Turkey.
10.2. Foreigners Applying for a Work Permit in Turkey
Foreigners with a valid residence permit that is valid for a minimum of 6 months,
except for residence permits for educational purposes, can apply directly to the Ministry of
Labor and Social Security. The applicant file must be sent to the Turkish Ministry of Labor
and Social Security.
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XI. PRODUCT SAFETY and QUALITY CONTROL SYSTEM
on IMPORT&EXPORT
11.1. Risk-Based Trade Control System (TAREKS)
“Risk-Based Trade Control System (TAREKS)” has been launched at the end of 2010
by the Ministry of Economy to carry out safety and quality checks on export and import
goods electronically and on risk basis. Designed to be reached from the web using ESignature , the new control system mainly targets to increase the efficiency of the trade
policy, to provide safe and quality products to consumers and firms, rationalize the resource
allocation vis-à-vis the control of “risky” products and traders and reduce the waiting periods
at the customs.
The System encompasses goods of vital importance to consumers like personal
protective equipment, toys, batteries and accumulators, construction products, radio and
telecommunications terminal equipment, medical devices which are subject to product safety
inspections. It also includes agricultural products inspected by the Ministry for commercial
quality.
11.2 .Safety and Quality Control System on Import & Export
11.2.1. Safety Controls on Import:
Import control system under the Regime on Technical Regulations and
Standardization for Foreign Trade in Turkey has been subject to modifications since 2004
with the aim of harmonization of the European Union (EU) technical legislation.
In this regard, the "Decree of Council of Ministers on the Regime on Technical
Regulations and Standardization for Foreign Trade” and the legislation published based on the
mentioned Decree was reviewed in order to enable the relevant EU legislation to be
implemented in Turkey at the import stage. Related Communiqués are listed below;

Çobançeşme Mah. Sanayi Cad. Nish İstanbul Office A-Blok Kat: 11 D: 60 Yenibosna 34136
Tel: (0212) 603 68 28 -Fax: (0212) 603 68 27 - www.yilmazandpartners.com

Istanbul-TURKEY

47

YILMAZ&PARTNERS
11.2.1.1. Communication of Product Safety and Inspection No. (2012/1)
[In accordance with the Communication on Product Safety and Inspection No. 2012/1
(Official Gazette, d. 30/12/2011 and no. 28158), industrial products within the scope of some
Turkish Standards, which are at the same time mandated in the domestic market, are subject
to inspection by the Turkish Standards Institution (TSE). The inspections are carried out in
respect of minimum health, safety and protection of environment, providing adequate
information to the consumers.]
11.2.1.2. Communication of Product Safety and Inspection No. (2012/3)
[This Communication includes wastes whose import is controlled (Annex I) or
prohibited (Annex II) in accordance with the European Waste Catalogue and the Basel
Convention on the Control of Trans boundary Movements of Hazardous Wastes and Their
Disposal.
According to this Communication, import of wastes whose certificate of analysis,
certificate of radiation, pro forma invoice etc. are submitted to the Ministry of the
Environment and Urbanization previously, are subject to physical control and sample analysis
carried out by the Ministry in question. Following the conformity assessment procedure,
conformity document which is required to be submitted to the customs authorities during
import stage, is issued by the Ministry.
11.2.1.3. Communication of Product Safety and Inspection No. (2012/4)
According to this Communication, the imports of drugs and psychotropic substances
which can be imported only through the permission of Ministry of Health according to
relevant international agreements are subject to the control of the Ministry.
11.2.1.4 .Communication of Product Safety and Inspection No. (2012/5)
"Communication on Inspection of Import of Product that are Subject to Permission
from the Ministry of Food, Agriculture and Livestock (Product Safety and Inspection: No:
2012/5"
The purpose of this Communiqué is to regulate the principles and procedures with
regard to the conformity inspection regarding the human health and safety, animal and plant
existence in import of the products lay down in Appendices. Certificate of conformity is
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arranged for all products in all Appendices by Ministry of Food, Agriculture and Livestock.
Physical controls and sample analyses are also carried out by the Ministry.
11.2.1.5. Communication of Product Safety and Inspection No. (2012/6)
[For the importation of chemical products, which are listed in the Annex I of this
Communication, the importer shall receive the control certificate issued by the Ministry of the
Environment and Urbanization. The documents that are required to get the control certificate
are stated in the Communication, such as pro forma invoice, certificate of analyses, the label
of the product etc. The control certificate should be submitted to the customs authorities
during the import stage.
On the other side, Annex II of this Communiqué comprises the hazardous chemicals
whose import is prohibited.]
11.2.1.6. Communication of Product Safety and Inspection No. (2012/7)
[For the importation of some solid fuels, which are listed at the Annex I of this
Communication, the importer shall receive the conformity document issued subsequent to
physical control and sample analysis carried out by the Ministry of the Environment and
Urbanization.
The documents that are required to get the conformity document are defined in the
Communication, such as pro forma invoice, certificate of analyses etc. The importer shall
submit the conformity document to the customs authorities during the import stage.]
11.2.1.7. Communication of Product Safety and Inspection No. (2012/8)
[In accordance with the Communication of Product Safety and Inspection No. 2012/8
(Official Gazette, d.30/12/2011 and no. 28158), import controls for Radio and
Telecommunication Terminal Equipment, are implemented as of 1/5/2006 coherent with the
EU legislation.]
11.2.1.8. Communication of Product Safety and Inspection No. (2012/9)
[Communication on Product Safety and Inspection No. 2012/9, Machinery, Low
Voltage Equipment, Electromagnetic Compatibility, Pressure Equipment, Simple Pressure
Vessels, Transportable Pressure Equipment, Appliances Burning Fuels, Lifts and Hot-water
boilers are subject to mainly documentation inspection by the Turkish Standards Institution
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(TSE), which was authorized by the Ministry of Industry and Trade to carry out these
inspections, at the import stage. The inspections are carried out in respect of essential
requirements, which are laid down in the technical regulations regarding these products. But
testing the products is at exceptional rate.]
11.2.1.9. Communication of Product Safety and Inspection No. (2012/10)
[In accordance with the Communiqué of Product Safety and Inspection No. 2012/10
(Official Gazette, d. 30/12/2011 and no. 28158), import controls for Toys are implemented as
of 12/12/2005, coherent with the EU legislation.]
11.2.1.10. Communication of Product Safety and Inspection No. (2012/12)
["Communication on Commercial Quality Inspection on Import for Certain
Agricultural Products (Product Safety and Inspection: 2012/12)"
Certain agricultural products are in the scope of products which are mandatory to be
up to specific standards with respect to quality compliance with the commercial quality on
importation. This Communication lays down principles and procedures relating to inspections
of these products with respect to quality compliance with the commercial quality standards at
the import stage.
11.2.1.11. Communication of Product Safety and Inspection No. (2012/14)
[Communication on Product Safety and Inspection No. 2012/14, which regulates
import controls of Construction Products such as thermal insulation products for buildings,
steel bars etc. The Communication was published in the Official Gazette dated 30/12/2011
and no 28158. The Communication is in force as of 1/3/2007.]
11.2.1.12. Communication of Product Safety and Inspection No. (2012/15)
[The Communication of Product Safety and Inspection No. 2012/15 (Official Gazette,
d. 30/12/2011 and no. 28158), was published to make import controls of Batteries and
Accumulators.]
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11.2.1.13. Communication of Product Safety and Inspection No. (2012/16)
[Communiqué on Product Safety and Inspection No. 2012/16, which regulates import
controls of Medical Devices such as in vitro, active implantable medical devices etc. The
Communiqué was published in the Official Gazette dated 30/12/2011 and no 28158.]
11.2.1.14. Communication of Product Safety and Inspection No. (2012/17)
[According to this Communication, the importation of forestry material listed in
Annex I, importers should obtain a control certificate issued by the Ministry of the Forestry
and Hydraulic Works in coordination with the Ministry of Food, Agriculture and Animal
Husbandry.
The importer should submit the control certificate to the custom authorities during the
import stage.]
11.2.1.15. Communication of Product Safety and Inspection No. (2012/19)
["Communication on Import Inspection of Tobacco, Tobacco Products, Alcohol and
Alcoholic Beverages (Product Safety and Inspection: 2012/19)"
The purpose of this Communication is to regulate the principles and procedures with
regard to the conformity certification regarding market security and health, documentation,
notification and inspection of the products, which are tobacco, tobacco products, alcohol and
alcoholic beverages in importation thereof.]
11.2.1.16. Communiqué of Product Safety and Inspection No. (2012/20)
[According to this Communication, importation of certain goods such as
pharmaceutical products, medicines, some chemicals, etc., is subject to the control of Ministry
of Health.
For the importation of these goods, the importer shall submit some documents such as
the pro forma invoice or invoice, the health certificate and certificate of analysis etc. to the
Ministry of Health before the import stage. The importer should submit the Control
Certificate to the custom authorities during the import stage.]
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11.2.1.17. Communication of Product Safety and Inspection No. (2012/23)
For the importation of scrap metals listed in the Annex I of this Communication, the
importer shall receive a “metal scrap importer document” issued by the Ministry of the
Environment and Urbanization. “Metal scrap importer document” is merely given those firms
who are licensed by the Ministry and have scrap melting facilities. According to the
Communication, import of the metal scraps should be done only in border customs authorities
which are installed radiation detection system.
On the other side, Annex II of this Communication comprises the dangerous scraps
whose import is prohibited.]
11.2.2. Quality Controls on Export:
11.2.2 .1 Communication of Product Safety and Inspection No. (2012/18)
["Communication on Commercial Quality Inspection on Export for Certain
Agricultural Products (Product Safety and Inspection: 2012/18)"
Certain agricultural products are in the scope of products which are mandatory to be
up to specific standards with respect to quality compliance with the commercial quality on
exportation. This Communication lays down principles and procedures relating to risk based
inspections of these products with respect to quality compliance with the commercial quality
standards at export stage.]
11.2.2 .2. Communication of Product Safety and Inspection No. (2012/21)
["Communication on Commercial Quality Inspection on Export for Certain
Agricultural Products which are in the scope of the Certificate of Competence on Commercial
Quality Inspection (2012/21)"
Based on 2009/33 numbered Communication regarding applicable principles on
issuing certificate of competence on commercial quality inspection, products laid down in
annex to this Communication, are required to be given TAREKS Reference Number. This
Communication lays down principles and procedures relating to assignment of TAREKS
Reference Numbers by responsible auditors of companies.]
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XII BUYING PROPERTY in TURKEY
12. 1. Legal Basis
In accordance with the Article 35 of the Land Registry Law No. 2644, amended by
Law No. 6302, which entered into force on 18 May 2012, the condition of reciprocity for
foreigners who wish to buy property in Turkey is abolished.
Information on countries whose citizens can buy property and estate in Turkey can be
provided from the Turkish Embassies/Consulates abroad and the General Directorate for Land
Registry and Cadaster.
Persons with foreign nationality can buy any kind of property (house, business place,
land, and field) within the legal restrictions.
Persons with foreign nationality who buy property without construction (land, field)
have to submit the project which they will construct on the property to the relevant Ministry
within 2 years.
12.2. Format of the Contract:
According to the Turkish laws and regulations in force, transfer of ownership of a
property is only possible with an official deed and registry which is signed at the Land
Registry Directorates.
It is possible to sign a “sales commitment agreement” before a notary. However, legal
ownership to the property does not pass with a “sales commitment agreement” or other kind
of sales agreements to be signed before the notary.
12. 3. Legal Restrictions for Foreigners in Buying Property:
a)

Persons with foreign nationality can buy maximum 30 hectares of property in Turkey in

total and can acquire limited in rem right.
b)

Foreigners cannot acquire or rent property within military forbidden zones and security

zones.
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c)

Persons with foreign nationality can acquire property or limited in rem right in a

district/town up to 10 % of the total area of the said district/town.
d)

Legal restrictions do not apply in setting mortgage for real persons and commercial

companies having legal personality which are established in foreign countries.
e)

The properties are subject to winding up provisions in following cases: (İ) if the

properties are acquired in violation of laws; ii) if the relevant Ministries and administrations
identify that the properties are used in violation of purpose of purchase; iii) if the foreigner
does not apply to the relevant Ministry within time in case the property is acquired with a
project commitment; iv) if the projects are not materialized within time.
12. 4. Application and Procedure:
Buyer should be from the country whose citizens can acquire property or limited in
rem right in Turkey and meet the necessary conditions.
12.4.1 Application:
The owner of the property or his/her authorized representative should make a
preliminary application to the Land Registry Directorate. (Preliminary applications are made
before noon by taking sequence number)
If the preliminary application is incomplete, the file will be kept waiting.
12.4.2 Necessary Documents:
a)

Tittle deed of the property or information on village/district, block, building plot,

detachment.
b)

Identification document or passport (Together with its translation).

c)

“Property Value Statement Document” to be provided from the relevant municipality.

d)

Compulsory earthquake insurance policy for the buildings (house, office, etc.)

e)

1 photo of the seller, 2 photos of the buyer (photos to be taken within last 6 months,

6x4size)
f) (If one of the sides cannot speak Turkish) certified translator and 2 witness.
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g) (If the power of attorney is prepared abroad) the original or certified copy of the power of
attorney and its approved translation.
12.4.3. Financial Aspect of the Procedure:
a)

Both seller and buyer have to pay the tittle deed fee, calculated according to the selling

price which cannot be less than the “Property Statement Value” to be issued by the relevant
municipality. (According to the Charges Law No: 492, the title deed fee percentage for 2014
is % 2.)
b) Circulating capital fee which is determined locally has to be paid
c) At the stage when the Land Registry Directorate inquires with the relevant military
authorities whether the property is located within a military or special zone, circulating capital
fee for the map prepared by the Cadaster Directorate has to be paid. (323 TL for 2014)
12.5. Other Points to be Noticed by Foreigners Who Wish to Buy a Property in Turkey:
-

The foreigner has to inquire with the Land Registry Directorate if there is any

limitation on the property, such as mortgage, arrestment or any obstacle which prevents the
sale of the property.
-

If the application by the foreigner for buying a property is rejected, the act can be

appealed to the relevant Regional Office of the Land Registry Directorate.
-

It is advised that foreigners do not work with persons/companies who/which are not

expert or reliable.
-

Having a residence permit is not a condition for the foreigner who wishes to buy a

property in Turkey. Likewise, buying a property does not grant the foreigner obtain residence
permit in Turkey.
-

If there is a disagreement between the sides on the sale of the property, the case has to

be brought before the Turkish courts by referring to judicial authorities.
12. 6. Acquisitions by Foreign Companies
Acquisition of property by the companies which are registered in Turkey is governed by
the Article 35 of the Land Registry Law No 2644.
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a)

Foreign commercial corporations which are established according to the relevant laws of

their countries of origin can acquire property and limited in rem rights within the provisions
of special laws. These special laws are:
- Petroleum Law No. 6326
- Law on Encouragement of Tourism No. 2634
- Law on Industrial Zones No. 4737
b)

No restriction is implemented in favor of the said commercial companies in establishing

mortgage.
c)

Other foreign corporations (i.e. foundation, association,) cannot buy property and

acquire limited in rem right.
12. 7. Acquisition of Property by Companies with Foreign Capital
The companies with foreign capital,
-

If the foreign investors hold, individually or collectively, 50 % or more shares of the

said company,
-

If the foreign investors do not hold any share of the said company, but have a right to

assign or remove the managers of the said companies on the condition that the said company
has a legal personality in Turkey, could buy property in Turkey in accordance with Article 36
of Land Registry Law No. 2644 and the “Decree on Acquisition of Property and Limited in
Rem Rights by Companies and Corporations within the Context of Article 36 of Land
Registry Law No. 2644”, dated 16.08.2012.
The Land Registry General Directorate has published a circular No. 2012/13 (1735) on
“acquisition of property and limited in rem rights by companies with foreign capitals”

XIII.ALTERNATIVE DISPUTE RESOLUTION METHODS
Alternative Dispute Resolutions ("ADR") are alternative methods that; an independent
objective and impartial third party provides the parties of the legal dispute to reach an
agreement about the dispute by bringing them together and communicating with each other.
Çobançeşme Mah. Sanayi Cad. Nish İstanbul Office A-Blok Kat: 11 D: 60 Yenibosna 34136
Tel: (0212) 603 68 28 -Fax: (0212) 603 68 27 - www.yilmazandpartners.com

Istanbul-TURKEY

56

YILMAZ&PARTNERS
Dispute resolution in Turkey is a fundamental duty of State. For any dispute arising
from a legal relationship between the concerned parties, application to the state courts is the
initial and essential judicial remedy.
ADR have come up as an option for providing cost and time efficiency as compared to
the judicial proceedings before state courts and for averting the disadvantages of the latter.
ADR are optional dispute resolution proceedings and methods as compared to proceedings
before State Courts. ADR aims simpler and faster resolution of the disputes without impairing
the judicial sovereignty of the state.
The main difference between proceedings before State Courts and the ADR is that
ADR as a rule is not binding for the parties so concerned unless otherwise decided by the
same.
The procedures in ADR are not limited in number and type; each country may choose
a method of ADR or create ADR method by taking their social and economic circumstances
and facts into consideration.
ADR are allowed in Turkish Legal System unless they do not contradict with the
Turkish Public Order.
Arbitration, Conciliation, Mediation, Mooting, Early Neutral Evaluation (ENE), Fact
Finding Method and Med- Arb are widely used dispute resolution methods.
13.1 Arbitration
Arbitration, a widely used form of ADR, is a kind of dispute resolution method that
the disputes arising between the parties are resolved by the arbitrators appointed by them
instead of state's legal bodies.
13.2 Mediation
Mediation, a wide applicable form of ADR, is a method in which the mediator
provides better communication between the parties of the dispute. The mediator does not
guide or direct the parties, or gives an advice or gives a binding decision like an arbitrator or a
judge. The mediator only contents with asking directive questions to the parties' better
communication with each other.
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In case an agreement is not reached at the end of mediation process, the information
and documents obtained from the deliberations cannot be used as evidence in a possible,
future lawsuit.
13.3 Conciliation
Conciliation is a form of ADR in which an objective third party provides different
solution offers which will take form according to the circumstances of the dispute and aims to
provide the parties to reach an agreement as per one of these offers after negotiations and
deliberations.
In conciliation, the resolution of the dispute by the parties themselves is the essential
point.
In opposition to the mediation method, conciliation is based on right and rightfulness
and the history of the dispute is taken into consideration. At the same time, conciliation
method is less flexible than mediation method and is mostly based on provisions of law.
13.4 Negotiation
Negotiation is a type of ADR which is generally referred to initially in case of a
dispute and it covers all methods of ADR. This type of ADR aims for the parties to settle the
dispute between the same by negotiating and deliberating with each other with the attendance
of their attorneys if needed, without intervention of any third party.
Negotiation is a kind of ADR method that each party tries to obtain a benefit for
themselves at the end of the process by persuading the other party to act in the way the former
desires.
13.5 Early Neutral Evaluation
Early Neutral Evaluation is a method which is mostly used in the beginning of the
dispute. In ENE, to enable the concerned parties to render a decision regarding the procedure
necessary for resolution of the dispute via providing information by an experienced and
objective third party to the parties of the dispute.
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13.6 Fact-Finding Method
Fact-finding is a research method that aims to determine and clarify the dispute. Even
if the dispute cannot be resolved with this method, it has its own complementary role for the
other alternative dispute resolution methods such as arbitration, mediation etc.
When the parties have an uncompromising attitude, the fact-finder becomes a part of
the dispute and prepares a comprehensive report indicating negative prospects of the dispute
for the parties. In this method, generally, as fact-finder, an attorney, experienced in the legal
field the dispute is related to, is appointed.
13.7 MED-ARB:
Med-Arb method is a combination of mediation and arbitration that aims to resolve the
dispute via arbitration when the dispute between the parties cannot be resolved via mediation.
This method is applied to when the rapid resolution of the dispute is sought.

XIV TRANFERRING ASSETS
The transfer of assets is described as the transfer of the ownership of a property from
one legal party to the other. While the matter of asset transfer is not specifically regulated
under the Turkish Legal System, various laws contain provisions directly or indirectly
pertaining to this matter.
Among the provisions pertaining to asset transfers are the Articles 202 and 203 of the
Turkish Code of Obligations no. 6098 related to transfers of assets and operating rights, and
the Articles 134 to 158 of the Turkish Commercial Code no. 6102, which are related to
mergers. As per the Article 202 of the Code of Obligations; "the transferee who takes over an
asset or an enterprise with the assets and liabilities thereof shall be liable against the creditors
for the debts of the asset and the enterprise, starting as of the date when the transferee notified
such transfer to the creditors or when the same is announced by way of promulgation in the
Trade Registry Gazette for the commercial enterprises, and for others, in any one of the
newspapers with circulation across Turkey. Nevertheless, the previous debtor shall remain
liable as a joint debtor together with the transferee for a period of two years. The said period
shall start lapsing as of the date of notification or announcement for the debts due, and for the
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debts to be due later, as of the date when such debts fall due. The consequences of assuming
the debts in this way are identical to the consequences arising from an external assumption
agreement. Unless the obligation to notify or disclose by way of announcement is fulfilled by
the transferee, the two-year period provided for under the second paragraph shall not start
lapsing." Likewise, as per Article 203 of the same law; "If an enterprise is merged with
another enterprise by mutual takeover of the assets and liabilities or by the participation of
one in the other, the creditors of both enterprises shall have the rights arising from the transfer
of an asset, and may receive and collect all liabilities from the new enterprise." The transfer of
an enterprise is specifically re-regulated under the Article 11 of the Turkish Commercial
Code, the scope and form of transfer in the case of transfer of enterprise is regulated under a
provision, and the mergers are specifically regulated under the Articles 134-158.
In order to derive desired results from an M&A type of activity, first of all, it is
necessary that the Commercial Code, Code of Obligations and, specifically, the provisions of
the legislation governing the companies to ensure the merger be reviewed.
Pursuant to the aforementioned articles, when a legal person takes over an enterprise
(company) together with the assets and liabilities thereof, such legal person shall also be
responsible for the liabilities and receivables of such company. As deduced from the Articles
202 and 203 of the Turkish Code of Obligations, the transferor and the transferee shall be
jointly liable for the payment of debts for a period of two years as of the notification to the
creditors or announcement.
The relationship between the transferor and the transferee shall be subject to the
agreement made for the transfer of assets and liabilities of an enterprise. The legal approval of
the transfer must be announced by such means of communication as provided for under the
legislation.
The asset transfer are taxable since the transfer may be deemed to be the income of the
selling/transferring company, therefore a corporate tax liability shall arise. Asset transfer is
generally subject to VAT based on the sales value of the assets. Although the VAT rate varies
for different assets (1%, 8% and 18%), the general rate for VAT is 18%. VAT liability may be
reduced by various methods, such as investment incentive certificates.
Key articles respecting the asset transfer:
a) Turkish Code of Obligations: Article 202 and Article 203
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b) Turkish Commercial Code: Articles 134-158
c) Execution and Bankruptcy Law: Article 280
d) Law on the Procedures for the Collection of Public Receivables: Article 30

XV. FINANCING A BUSINESS
Investors can meet their need for project financing easily in the Turkish credit market.
The credit market consists of banks, factoring, leasing and insurance companies. There are
three types of banks in Turkey: deposit banks, development/investment banks and
participation banks.
Today, the Turkish banking system sets a good example to the global banking system
in terms of operation, providing financing for all types of projects or supporting them.
Another related business practice is called factoring. So-called factors actually
purchase obligations and assume the risk of payment. The other financing method is leasing,
which is a financial product introduced by the Law on Financial Leasing, No. 3226, dated
1985. Leasing in Turkey can be applied in the form of domestic lease, cross-border lease, sale
and lease back, and sales-aid lease.
In addition to the ones based in Turkey, international developments banks, such as the
European Bank for Reconstruction and Development (EBRD), European Investment Bank
(EIB), and the International Finance Corporation (IFC) also provide funding for many
projects in Turkey.

XVI. DATA PROTECTION IN TURKEY
There is not yet a specific protection in Turkey for privacy of personal data through
data protection laws. Data protection in Turkish law is governed by the Constitution and a
variety of general and sectorial laws such as the Civil Code, Criminal Code, Labor Law,
Banking Law and the Bank Cards and Credit Cards Law though there is a Draft Law on Data
Privacy, which was prepared and developed by the Turkish Ministry of Justice for several
years without success. As part of the process for becoming a member of the European Union,
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Turkey has introduced a Draft on the protection of personal data, but it has not been adopted
into Turkish legislation yet.
As a result, although there is not any special act regulating data protection in Turkey,
there are specific provisions concerning data protection in several acts or secondary
legislations that are mentioned below.
16.1. Data Privacy Provisions in the Turkish Constitution
Section Five of the 1982 Turkish Constitution is entitled “Privacy and Protection of
Private Life”. “Everyone has the right to demand respect for his private and family life.
Privacy of individual and family cannot be violated.” This regulation also constitutes that;
“Every person has absolute freedom to decide whether to provide or not his/her personal data
and in the Latter, he/she shall not be compelled to do so.”
16.2 Data Protection within the Scope on the Civil Code
Pursuant to Article 24 of the Civil Code, an individual whose personal rights are
violated unjustly may bring a civil action to protect against such violation and/or the
compensation of damages arising from such violation.
Disclosing or misuse of personal and/or confidential data can be considered as an
infringement of personal rights according to these general rules for the protection of personal
rights. An aggrieved party may file a lawsuit and receive indemnification of its material and
immaterial damages pursuant to Article.49 of the Code of Obligations.
Restriction and limitation of these rights are possible in exceptional circumstances by
governmental authorities, police, and courts and by some other legal entities. However, such
particular restrictions must be legitimized with a court‟s decision or with a state of emergency
or restriction conditions must be defined explicitly in a regulation.
Article 22 preserves the secrecy of communication and states that “Communication
shall not be impeded nor its secrecy be violated, unless there exists a decision duly passed by
a judge in cases explicitly defined by law in cases where delay is deemed prejudicial.
16.3. Data Protection on Turkish Criminal Code
The new Criminal Code entered into force on 1 June 2005 sets forth number of
provisions specifically dealing with the protection on personal data. The New Criminal Code
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regulates that unlawful storage of personal data is subject to a penalty of imprisonment from
six months to three years. In the case of unlawful transmission or reception of personal data,
the penalty is increased to imprisonment from one to four years. Furthermore, those who do
not erase or destroy the personal data in spite of the expiry of the time period stipulated in the
relevant laws for the maintenance of such data shall be punished by imprisonment from 6
months to 1 year.
There is also another criminal liability of violating personal rights by infringing rights
of personal data is evaluated within the context of computer-related offenses and the sanctions
regarding the issue is regulated Under the Turkish Criminal Code Amendment no. 3756
“Crimes on Informatics”.
16.4. Convention on Data Privacy
Turkey, as a member of the Council of Europe signed the Convention for the
Protection of Individuals with Regard to Automatic Processing of Personal Data (ETS No.
108) in 1981, but has not ratified it yet.
16.5. Sectorial Laws on Data Protection
Apart from the provisions in the abovementioned general Codes, there are many
specific laws, regulations and communiqués dealing with data protection issues including but
not limited to By-Law on processing of personal data and the protection of confidentiality in
the telecommunication sector, Law on Criminal Records, Law on Tax Procedure, Labor Law,
Banking Law, Debit and Credit Cards Law, By-Law on Medical Examination of body,
genetic examinations and designation of physical identities, Electronic Communications Law,
Electronic Signature Law.
16.6. Draft Law on Data Protection in Turkey
As part of Turkey‟s Accession Partnership with the European Union, Turkey is
required to “adopt a law on protection of personal data” and “establish an independent
supervisory authority.”
The Bill of Data Protection Act was drafted by Ministry of Justice and sent to Office
of Prime Minister in 9/11/2005. Preparations for the draft law for harmonization are at the
final stage, but the draft law has not been adopted yet. The draft protects the personal data
handled either by people or entities, with the aim of protecting natural people. It aims to
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protect the right of personality and the fundamental rights of persons who are the subjects of
data processing. With the Draft Law, where all personal data is undergoing automatic
processing, the following issues will be regulated; respect for protection of rights and
fundamental freedoms, in particular the right to privacy; ensuring that the data stored is
accurate and up-to-date, and where necessary corrected or erased, safeguarding personal data
revealing racial origin, political opinions or religious or other beliefs, as well as personal data
regarding health or sexual data.
The main provisions of the Draft could be summarized as follows:
16.6.1. Individual Rights and fair and lawful processing: Right of Access, modification
and deletion are included. The Bill allows for data to be collected in situations where the
individual has provided consent, to meet legal obligations, or the information collected is in
the public interest.
16.6.2 Retention: Data should be anonymized or erased when no legal provisions for the
retention exist.
16.6.3 Confidentiality: It must be guaranteed by law if personal information is going to be
collected.
16.6.4 Data Transfers: It follows the Data Protection Directive general rule of allowing
transfers only to countries with and adequate level of data protection.
16.6.5 Penalties and Fines: It introduces jail sentences for collecting personal data in breach
of law as well as for disclosing it illegally to third parties.
An autonomous data protection authority is also foreseen by the Draft with the power
to act independently from the government.
The Draft Law, which was prepared as a part of Turkey‟s commitments toward the
European Union under the National Program for Accession to the European Union, mainly
follows the Agreement 108 of EU “Convention for Protection of Individuals with regard to
Automatic Data Processing” which Turkey is a signatory to, European Union Data Protection
directive No. 95/46/EC and the Commission Decision 2001/497/EC on Standard contractual
clauses for the transfer of personal data to third countries.
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XVII RECOGNITION and ENFORCEMENT of FOREIGN
COURT JUDGMENTS and AWARDS
The issue of recognition and enforcement of foreign court judgments and arbitration
awards in Turkey is one of the most vital final key points in international transactions in case
the object of the transaction (i.e. the aircraft, goods, assets of debtor) is situated and the
defendant or debtor having its assets and principal place of business in Turkey when the time
comes to reposes of the title or to enforce any foreign court judgment or award. The
recognition and enforcement of foreign court judgments and awards have been regulated by
the Act Regarding International Private Law and Procedure, Act Number 5718, enacted on 27
November 2007 superseding the Act Number 2675, dated 20.05.1982.
Turkish Courts recognize and enforce foreign judgments under the provisions of
abovementioned Act Number 5718. The requirements of granting an exequatur for a foreign
judgment or award are stipulated in the Articles 50-63 of the said Act. We must state that
recognition and enforcement are distinctive concepts. Therefore some requirements are not
sought for recognition while they are sought for the enforcement process by the judge. The
only requirement is the one which is reciprocity.
17.1. Existence of a judgment rendered by a foreign court regarding a civil law case. An
enforcement decision may also be sought in respect of personal rights granted in penal
judgments of foreign courts.
Article 50 stipulates that only the foreign court judgments rendered regarding civil law
cases, which have been final according to the law of the state of the court shall be subject for
a recognition and/or enforcement process before the courts of Turkey. Therefore payment
orders as well as other foreign enforceable titles cannot be subject for a recognition or
enforcement process before a Turkish court pursuant to the provisions of this Act.
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17.2. The judgment or arbitration award should be final and enforceable under the law
of the state wherein it was rendered.
The foreign judgment, for which an exequatur is sought, must be final and enforceable
judgment under the law of the state wherein the judgment was rendered. The finalization of
foreign court judgment or arbitration award is required in respect of both substantial and
procedural aspects. The wording and attestation of the court officials indicating that the
judgment has been final under the wording “This judgment has been finalized” shall be
sufficient for the requirement of Turkish Private International Law and Procedure in respect
of being a finalized judgment.
17.3. Non-existence of a Turkish Court’s exclusive jurisdiction under Turkish law over
the subject matter of the judgment.
According to the provision of Article 54/b of the Act, the judgment should have been
rendered on a subject which does not fall under the exclusive jurisdiction of the courts of the
Republic of Turkey or should not have been rendered by the court of a state that has no real
connection with the disputing parties or the subject matter in dispute provided that the
defendant has objected to the jurisdiction of the court.
The judge, who will decide on the enforcement of a foreign judgment, does not
examine the jurisdiction of the court that built the judgment. The said Article implies that the
enforcement of foreign court‟s judgment shall be rejected if it falls within the exclusive
jurisdiction of Turkish courts.
The general opinion in jurisprudence is that every jurisdiction which is accepted to be
exclusive in respect of the national law shall not result its acceptance in the international
practice. Hence, the exclusive jurisdiction of Turkish courts in the issues related to immovable
located in the territory of Turkey is clear and furthermore the Supreme Court of Turkey has
stated in its various decisions that Turkish Courts have had the exclusive jurisdiction in the
matters being subject to the actions in rem. Therefore, any demand for the enforcement of a
foreign court judgment regarding the actions in rem shall be rejected on the grounds of
exclusive jurisdiction of Turkish courts.
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17.4. Public Order
A foreign court judgment shall not be enforced if it is explicitly incompatible with
Turkish public order. (Art.54/c) In order to prevent the refusal of foreign court judgment‟s
enforcement demand on the ground of public order, it is sought that the incompatibility should
be explicit. The discretion of the judge on the assessment of the violation of Turkish public
order plays a very important role.
17.5. Review of the Merits of the Foreign Court Judgment
Turkish Court which decides on the recognition and/or enforcement of foreign court
judgment shall not review the merits of the foreign judgments. It shall only take into
consideration whether the requirements of Turkish Private International Law Act No.5718 are
met or not.
As a conclusion on this issue, the enforcement demand for a foreign court judgment
shall not be granted by Turkish courts in case the defendant was not served the service of
process or notified of the summons and court hearings date and venue in case he or she was
not properly granted to defend her.
17.6. Service of Enforcement Summons and Objection
Service of the summons seeking the enforcement of the judgment and the date of the
court hearing shall be served to the defendant against whom the enforcement is sought. The
recognition and enforcement of judgments on unexplainable matters shall be subject to the
same provision. The provision on the service shall not be applied for uncontested decisions
rendered ex parte. The enforcement request shall be adjudicated applying the simple trial
procedure. (Art.55.1)
Adverse party can object by contending that the enforcement requirements under this
section of the Act are not met or the judgment had already been partly or completely enforced
or an impediment preventing the enforcement has arisen. (Art.55.2
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XVIII. A BRIEF GUIDE to TURKISH
TELECOMMUMICATION and INTERNET LAW
Turkey offers today a prosperous market for communication and information
technologies. The legal reforms introduced in the sector in 2004 opened the door to a dynamic
and liberalized sector that sought to keep up with the fast developing technological changes.
Since that moment, Turkey has experienced an unstoppable rise of IT users. The last available
data shows a growth of 18% in the total number of internet users in Turkey each year. These
circumstances, as well as the privileged geographical situation of the country, have led many
international market leaders, such as Microsoft or Hewlett-Packard, to choose Istanbul as the
center of their operations in the region. In order to understand the issue at stake, some keys
concerning the Turkish telecommunication legal framework will be provided.
18.1. Legal sources
*Law no. 4054 on the Protection of Competition (1994)
*Law no. 5651 on the Regulation of Publication on the Internet and the Suppression of
Crimes Committed by means of such Publication (2007)
*Law no. 5809 on Electronic Communication (2008)
*Regulation on Authorization Regarding the Electronic Communications Sector (2009)
18.2. A Market with Two Main Actors
18.2.1. Ministry of Transport, Maritime Affairs and Communications
The Electronic Communication Law assigns to the Ministry the policy making
authority regarding electronic communication services, who has to encourage the
development of a free competition market and lead Turkey into an information society.
18.2.2. Information and Communication Technologies Authority (ICTA)
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Originally created in 2000, the Information and Communication Technologies
Authority has been redefined as the central actor in the Turkish telecommunication authority
under the new Electronic Communication Law and its secondary legislation. It is an
independent administrative authority and it performs the regulatory and the sanction functions
in the light of the policies defined by the Ministry. By such, its decisions may be appealed
before the State Council, according to the Turkish Constitution. These are some of its main
duties:
*Creating and protecting competition in the sector: The ICTA seeks to incentivize
competition in the Turkish telecommunication industry and to prevent those practices capable
of hindering it. It keeps therefore a tight cooperation with the Competition Authority, the only
institution capable of developing and implementing Competition Law in Turkey.
*Granting Authorizations: Following the Electronic Communication Law and the
Regulation on Authorization Regarding the Electronic Communications Sector, all enterprises
willing to provide telecommunication services in Turkey require an authorization delivered by
the ICTA. A waiver of authorization is however admitted in the case of private or public legal
entities that employ these services for the satisfaction of their own needs without any kind of
commercial intentions.
Authorizations from the ICTA can be obtained in two different ways: One the one
hand, those enterprises that do not require an allocation of resources to carry out their
activities may obtain this authorization upon a simple notification to the organism. On the
other hand, if this allocation of scarce resources is a case, a Right of Use needs to be obtained
from the ICTA. If the number of authorizations has not been exceeded, this right should b be
granted within 30 days upon notification, for a maximum period of use of 25 years. The ICTA
charges an authorization fee on telecommunication operators equal to the 0, 35% of their net
sales. The transmission of authorization between operators is allowed by Law, but it needs the
approval of the ICTA.
*Approving the tariffs of the operators: Even though the Electronic Communication Law
allows operators to determine freely the tariffs to be imposed on their clients in return for the
services, they need to conform to the requirements of fairness, transparency and nondiscrimination and should be approved by the ICTA.
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*Imposing sanctions: The latest reforms carried out in February 2014 have reinforced the
sanctioning and scrutiny competences of the ICTA in the Turkish telecommunication market.
The monetary fines that may be imposed by the organism for not respecting the regulations
have been doubled or tripled, and may even entail the cancellation of authorizations or
imprisonment penalties, depending on the gravity.
18.3. How do the new amendments in the Internet Sector affect providers of services?
In February 2014, new amendments to the Regulation of Publication on the Internet
and the Suppression of Crimes Committed by means of such Publication (Law no. 5651) have
been passed in Turkey. The new legal framework reinforces the position of the ICTA in the
market.
18.3.1. Take-down of illegal content: The reform allows the ICTA to dictate to internet
service providers the take-down of content considered as illegal without an immediate court
order. This may happen ex officio or upon the claim of rights infringement by real or legal
persons. Under the new law, Internet providers are compelled to follow the take-down
instructions within 4 hours. Despite a court order has to be sought in the lapse of 24 hours, the
content remains inaccessible until a formal decision has been delivered.
18.3.2. Creation of an Access Providers Union: In order to comply with the take-down of
contents, all internet service operators authorized in Turkey under the Electronic
Communication Law need to become a member of the Union. This allows a quick
implementation of orders.
18.3.3. Record of personal information: Internet service operators have the obligation to
record traffic information and personal use data during two years and provide it to the
adequate authorities upon request. This information is only accessible after the delivery of a
judicial authorization.

XIX. PRIVATIZATION ENDEAVOUR in TURKEY
The striking economic shifts of the 80‟s ushered a new era for the world economy,
where privatization became one of the most essential and indispensable financial reforms on
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the economic agendas of many nations. As being one of the fundamental tools of the free
market economy, privatization has been on Turkey's agenda since 1984.
Privatization in Turkey, not only aims to minimize state involvement in economic
activities and to relieve the financial burden of State Economic Enterprises (SEE) on the
national budget, but also contemplates the development of capital markets and the rechanneling of resources towards new investments.
Turkey, one of the fastest growing economies of the world has positioned itself as an
attractive and promising investment environment through the implementation free trade
principles and establishment of dynamic capital markets as well as offering liberal incentives
facilitating transactions for international investors and exporters.
The fundamental transformation in Turkish economy has moved the country from an
inward-focused import substitution model towards an export led growth and industrial one.
The East-West expansion of the world‟s geopolitical horizons has opened up a new era for
Turkey with many promising opportunities for international investors. The investment
opportunities in Turkey are particularly attractive in the framework of country‟s ongoing
ambitious privatization agenda. The involvement and participation of international investors is
highly encouraged in the massive privatization program. The privatization process in Turkey
with a view of relieving the burden of state economic enterprises on the national budget, has
proved to be an important source of funds for the government and brought tangible results and
progress within this philosophy. Although this task has not been easy, many state-owned
companies have passed to the private sector.
19.1. Legal Framework
The privatization program in Turkey was initiated in 1983. In 1984, the first related
regulation (Law No: 2983) and in 1986 (Law No: 3291) was enacted. Within the perspective
of the provisions of Law No : 3291, the Council of Ministers was authorized to give decision
on the transfer of SOE's (State Owned Enterprises) to the PPA (Public Participation
Administration) and the High Planning Council was authorized to decide the transfer of
partially state owned companies and subsidiaries to the PPA for privatization. In 1992, with
the Statutory Decree No: 473, PPHC (Public Participation High Council) was authorized to
approve privatization transactions.
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Upon formation of a political and social consensus on the needs for privatization, the
new privatization law has been enacted on 27 November 1994 with the new Law No: 4046.
This new Law contains the provisions related to;
*The establishment of the "PHC (Privatization High Council)" and the "PA
(Privatization Administration" and the determination of their duties, responsibilities, and
rights,
*The establishment of the "Privatization Fund" and the determination of the resources and
utilization fields of such fund,
*The supply of financial and social rights to the personnel contracted at organizations
included under the scope of privatization that might become unemployed as a result of
privatization,
* The personal and social rights of the public employees working for the organizations
included within the scope of privatization,
* Paying "Redundancy Compensation" in addition to other indemnities foreseen in the
collective bargaining agreements and/or in the existing laws in relation with potential
employment reductions that may occur,
* Not using the proceeds of privatization for general budget expenditures and/or investments,
* Preventing the negative effects resulting from a monopolistic structure that may occur,
*Procuring of a shareholders' group capable of undertaking the responsibility and authority of
management, as well as the expansion of the ownership,
* Creating privileged State shares for strategic fields,
* Not allowing for transfers to public institutions, organizations and to the local
administrations during privatization, unless the necessitated by the sake of national security
and/or the best interest of the public.
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19.2. Privatization Mechanisms
19.2.1. Privatization Methods
Companies within the privatization portfolio are privatized through the use of one or
more of the methods mentioned below;
•

Sale: Transfer of the ownership of companies in full or partially, or transfer of shares

of these companies through domestic or international public offerings, block sales to real
and/or legal entities, block sales including deferred public offerings, sales to employees, sales
on the stock exchanges by standard or special orders, sales to investment funds and/or
securities investment partnerships by taking into consideration the prevailing conditions of the
companies.
•

Lease: Grant of the right of use of all or some of the assets of the companies for a

defined period of time.
•

Grant of Operational Rights

•

Establishment of Property Rights other than Ownership

•

Profit Sharing Model and other Legal Dispositions Depending on the Nature of

the Business.
19.2.2. Privatization of Public Services
Notwithstanding with the provisions of Law No. 4046, governing the strategic sectors,
the operational rights of the following can be transferred;
•

Administrations with national and supplemental budgets and their properties, (dams,

lagoons, highways, hospitals, ports, etc.)
•

Public Economic Enterprises offering public services as a monopoly

•

Enterprises with national and supplemental budgets that are in the form of an

exclusive monopoly and/or Public Economic Enterprises that serves within the framework of
their original establishment tasks
In order to be able to privatize the above mentioned public service organizations
through a transfer of ownership, separate laws should be adopted for each.
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19.2.3 .Other Governmental Bodies in Charge of Privatization
Privatizations of some specific sectors are undertaken by different governmental
bodies. Namely, the privatization of Turk Telekom and National Lottery are undertaken by an
independent Tender Committee, Ministry of Transportation issues mobile licenses and that of
state banks are to be accomplished by the Banking Regulation and Supervision Agency.
19.3. Value Assessment and Tender Phases of Privatization
19.3.1 Value Assessment Commissions
Value Assessment Commissions are established before each tender according to the
provisions set out in Law No. 4046. Value Assessment Commissions employ at least two
value assessment methodologies using various criteria regarding the organization such as its
industrial, commercial and social features, service distinction, sector and market
specifications, potential future cash flows, production methods, technological structure,
movables and immovable and quotation of its stocks in the several exchanges.
19.3.2. Tender Commissions
Tender Commissions are established before each tender according to the provisions set
out in Law No. 4046. The Tender Commission may decide to employ one or more of the
tender methods listed below:
•

Sealed Bid

•

Negotiation

•

Public Auction

•

Sealed Bid Among Designated Bidders.

19.3.3. Competition Issues
A pre-notification to the Competition Authority is made in advance of the
announcement of tender conditions;
• Where the market share of the entity to be privatized exceeds 20%
• Where the turnover of the same entity exceeds 20 trillion Turkish Liras
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• Even though the aforesaid limits are not exceeded, where the entity to be privatized does
have judicial or de facto special rights.
In addition to this, the company which takes over any entity shall obtain a permit from
the Competition Board before beginning its activities where;
•

acquiring parties‟ total market share in the relevant product market exceeds 25%

•

acquiring parties‟ turnover exceeds 25 trillion Turkish Liras.

19.4. The Principle and Priorities of Privatization Implementations
PA undertakes privatization with attaching utmost attention to the expectations and
requirements of the public and investors. Within this framework PA aims;
• easing the negative effects of unemployment due to privatization, through a social safety net
(employment guarantee)
• increasing participation in the privatization implementations
• enhancing transparency of privatization activities
• protecting free market from anti-competitive mechanisms and preventing negative effects of
possible monopolies
• enhancing the diffusion of capital into the layers of the society and deepening of the capital
markets by increasing the number of participants.
•

prioritizing the privatization of state banks.

•

securing “public interest” through establishing “golden shares” in strategic enterprises.

•

privatizing natural resources exclusively through transfer of management rights.

NOTE: The information provided here is intended to give basic legal information. You
should seek legal assistance from a licensed attorney at law while conducting legal
transactions and not rely solely on the information in this paper.
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