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1. Legal System

1.1 Legal System and Judicial Order
Legal Framework
As a civil law country, Turkey has a legal system that is com-
posed of a codified set of rules structured hierarchically, 
resembling the legal systems of Continental Europe. The 
Turkish Constitution is the supreme law of the land, fol-
lowed by codes issued by the parliament and decrees issued 
by the president and finally secondary legislation such as 
regulations, by-laws and communiqués, provided that they 
are not in conflict with a superior law in the hierarchy. With 
a referendum on 16 April 2017, the President of Turkey was 
granted the legislative authority to issue presidential decrees 
over executive matters. International treaties duly ratified 
and put into effect bear the force of law and stand alongside 
codes in the hierarchy. All of the foregoing constitutes the 
primary and binding sources of Turkish Law. 

The President of Turkey has very recently announced a 
long-awaited judicial reform package, detailed by the judi-
cial reform strategy document prepared by the Ministry 
of Justice. The strategy document includes a total of nine 
main purposes that are composed of 63 objectives and 256 
activities. The nine main purposes are as follows: protecting 
and improving rights and freedoms, strengthening the inde-
pendence and transparency of the judiciary, improving the 
quality and quantity of human resources, increasing perfor-
mance and efficiency, ensuring the use of the right of defence 
efficiently, facilitating access to justice and enhancing sat-
isfaction from public services, increasing the efficiency of 
the criminal judiciary, simplifying judicial processes, and 
popularising alternative dispute resolution mechanisms. The 
strategy document currently serves as a roadmap setting out 
the general framework of the proposed reforms. Details of 
the reforms are likely to be disclosed through an action plan 
at a later stage.

Judicial Structure
Turkish courts are divided into two sets of general divisions: 
the civil and criminal judiciary, and the administrative judi-
ciary. These general divisions are each structured into three 
tiers, namely, in ascending order: the courts of first instance, 
the regional courts, and the high courts (ie, the Court of 
Cassation and the Council of State). 

Civil and criminal judiciary
Civil and criminal courts of first instance

There are two types of general civil courts of first instance: 
the Civil Court of First Instance and the Civil Court of Peace. 
The Civil Court of Peace only hears civil disputes arising 
from lease contracts, partition of ownership, protection of 
possession of goods, and some disputes specifically assigned 
to it by law. Civil Courts of First Instance are specialised 
by subject-matter jurisdiction. For example, commercial 

disputes are heard by chambers of the Commercial Courts 
under the Civil Courts of First Instance. Other specialised 
civil courts include Labour Courts, Consumer Courts, 
Courts of Intellectual and Industrial Property Rights and 
Cadastral Courts. 

Similar to civil courts, criminal courts also function by sub-
ject-matter jurisdiction. Disputes related to specific crimes 
are heard before the High Criminal Court, while all remain-
ing crimes are heard before the Criminal Courts of First 
Instance. There are also specialised criminal courts, such 
as the criminal court for intellectual and industrial prop-
erty rights and criminal execution courts. Judicial decisions 
during ongoing investigations are rendered by the Criminal 
Peace Judicature.

For civil disputes, the type of lawsuit or amount in contro-
versy determines whether a decision rendered by a court of 
first instance is appealable and if so, which court would be 
the final appellate body. For criminal disputes, whether a 
decision is appealable is determined by the type or severity 
of the penalty imposed by the court.

Civil and criminal regional courts 

The first appellate body in the civil and criminal judiciary is 
the Regional Courts, which conduct both legal review and 
de novo factual re-examinations. The Regional Courts may 
reverse decisions of the Courts of First Instance, rule on mat-
ters of law and conduct further examination of matters of 
fact. Accordingly, regional courts may hold hearings, hear 
witness testimony and conduct expert witness examinations 
at their own discretion. 

The Court of Cassation

The Court of Cassation is the highest court and the final 
appellate body in the civil and criminal judiciary. It only 
reviews matters of law and does not conduct factual re-
examination. Decisions of the civil and criminal chambers 
of the Court of Cassation do not constitute case precedence. 
However, decisions of the plenary assembly of the Court of 
Cassation, which harmonises conflicting decisions, are bind-
ing on all chambers of the Court of Cassation as well as the 
lower courts. 

The administrative judiciary
Each tier of the administrative courts is separated into tax 
chambers and administrative chambers, which are author-
ised to hear all disputes arising from government actions, 
actions between one or more public authorities and actions 
between private parties and public authorities. The hierarchy 
amongst the tiers is analogous with the Civil and Criminal 
Judiciary.
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The lowest tier of the administrative judiciary contains the 
administrative and tax chambers of the Administrative 
Courts of First Instance. The second tier contains the admin-
istrative and tax chambers of the Administrative Regional 
Courts, which function as the first appellate body for legal 
review and are also empowered to conduct de novo review. 
The top tier is the Council of State, which is the highest court 
in the administrative judiciary. Although analogous to the 
Court of Cassation in reviewing matters of law, the Council 
of State also reviews questions of fact for disputes that are 
subject to emergency procedures and is empowered to give 
opinions on proposed laws and secondary regulations when 
requested.

2. Restrictions to Foreign investments

2.1 approval of Foreign investments 
General Overview
Foreign investments may be defined as: 

•	the incorporation of new companies;
•	the establishment of branch offices;
•	the acquisition of shares in Turkish companies; or
•	the acquisition of at least 10% shareholding or voting 

rights in Turkish companies traded on a stock exchange 
by a foreign investor.

International treaties, the Foreign Direct Investment Law 
(FDI Law), and the Regulation on the Implementation of the 
FDI Law are the main legal sources governing foreign direct 
investments in Turkey. The FDI Law, which entered into 
force on 17 July 2003, introduced extensive changes in favour 
of foreign investors by abolishing the approval system and 
introducing a more liberal system based on the principles of 
equal treatment between foreign and domestic investments. 
Under the FDI Law, investors are only required to notify the 
Ministry of Industry and Technology General Directorate of 
Incentive Implementation and Foreign Investment of certain 
matters (eg, the company’s activities or any change in the 
shareholding structure or share transfer) through an online 
platform. 

Regulatory Sectors
While in principle foreign investors may freely become 
shareholders in a Turkish company regardless of their 
shareholding ratios, there are certain qualification/approval 
requirements and restrictions on foreign ownership if the 
Turkish company operates in a regulated sector such as 
energy, aviation, private education, marine, telecommuni-
cations, banking, insurance, financial intermediary institu-
tions or mass media. Such requirements and shareholding 
restrictions vary for each regulated sector and are introduced 
by special laws and regulations. Several examples of these 
restrictions are as follows:

•	Energy market – foreign investors may invest in the 
Turkish energy market by participating in or establish-
ing a Turkish legal entity holding an electricity licence. 
There are no indigenous shareholder requirements for 
licence-holding entities and foreign investors may own 
100% of the shares in a licence-holding company; how-
ever, there are some market restrictions applicable. For 
example, any direct or indirect acquisition of more than 
10% of the shares of a licence-holder company (or 5% in 
publicly offered companies) or a share transfers resulting 
in the change of control in the license-holder company 
is subject to the prior consent of the Electricity Market 
Regulatory Authority. 

•	Aviation – as per the Regulation on Commercial Air 
Transportation, the majority of shares, voting rights and 
board members of air operators must be held by Turk-
ish shareholders. Share transfers or acquisition of shares 
in entities that have obtained preliminary permits or 
operating licences are subject to the prior consent of the 
General Directorate of Civil Aviation. 

•	Private education – foreign investors may not hold any 
shares in private education institutions.

•	Broadcasting – private broadcasting services may only be 
carried out through joint stock companies established in 
accordance with the Turkish Commercial Code. Foreign 
shareholding in such companies cannot exceed 50% of 
the entire paid-in share capital.

•	Banking – the Banking Regulation and Supervision 
Board’s prior consent is required for:

(a) the establishment of banks;
(b) a direct or indirect acquisition of shares representing 

10% or more of the share capital of a bank; and
(c) an increase or decrease of a person/legal entity’s 

shareholding in a bank to or below certain thresholds 
(10%, 20%, 33% and 50%) for both domestic and 
foreign investors.

•	Insurance –the Ministry of Treasury and Finance’s per-
mission is required for changes in the shareholding struc-
tures of insurance companies, with the same thresholds 
applicable to banks.

Land acquisition
There are various restrictions brought to foreign real persons 
and legal entities in relation to the acquisition of land in 
Turkey. Foreign capital companies in Turkey in which the 
majority of shares or management rights are held by foreign 
shareholders may directly acquire real estate and establish 
limited rights in rem in Turkey only to carry out the activi-
ties specified in their articles of association. On the other 
hand, foreign companies established abroad may acquire 
real estate in Turkey only within the framework of certain 
laws, namely the Tourism Incentive Law, Petroleum Law and 
Industrial Zones Law. 

As for foreign individuals, the President of Turkey is enti-
tled to determine the countries whose citizens can acquire 
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real estate and limited real rights in Turkey. However, the 
total size of land that can be acquired in Turkey by a foreign 
individual cannot exceed 30 hectares (30,000 square metres). 
There is also a limitation up to 10% of the total surface area 
of the relevant district per foreign individual. 

2.2 Procedure and Sanctions in case of non-
compliance
As mentioned in 2.1 approval of Foreign investments, 
above, foreign investments are not subject to any govern-
mental approval and foreign capital companies are only 
obliged to register on an online platform for the submission 
of information on annual activities, changes in sharehold-
ing structures and increase/decrease of shares, subsidiaries, 
etc. However, neither the FDI Law or the Regulation on the 
Implementation of the FDI Law have introduced any penalty 
for companies’ non-compliance with this obligation. 

In order for foreign investors to establish companies that 
will engage in the activities of regulated sectors, the docu-
ments stipulated under the relevant legislation must be sub-
mitted to the authorised regulatory body. In the event that 
the documents submitted are not compliant with the capi-
tal restrictions imposed on foreign shareholding structures, 
such applications will be rejected. In all cases, the consent 
procedure for share transfers must be completed prior to 
the contemplated transaction. Failure to comply with this 
requirement may result in the annulment of licences and 
permits, interruption to activities or administrative fines. 

Foreign capital companies should first apply to the gover-
norship of the place where the relevant real estate is located 
together with the required documentation to obtain the gov-
ernorship’s approval before acquiring title before the land 
registry. While the acquisition of real estate in prohibited 
military zones and military security zones are subject to the 
prior consent of the Turkish Armed Forces General Staff or 
its authorised commanderships, real estate located in special 
security zones is subject to the prior consent of the relevant 
governorship (ie, where the real estate is located). If the real 
estate is located outside of such zones or if it is not incon-
venient in respect of national security purposes, clearance 
for the acquisition will be provided. Acquisition of real estate 
contrary to this obligation is subject to a mandatory liquida-
tion procedure.

2.3 commitments Required from Foreign 
investors
There are no commitment requirements for foreign investors 
except for the minimum share capital subscription require-
ment set out under the Turkish Commercial Code. See 3.1 
Most common Forms of Legal Entities, below for further 
details on this requirement.

2.4 Right to appeal
This is not applicable in Turkey.

3. corporate Vehicles

3.1 Most common Forms of Legal Entities
Under the Turkish Commercial Code, companies are classi-
fied into two main groups: 

•	capital companies, including:
(a) joint stock companies (JSCs) (anonim şirket);
(b) limited liability companies (LLCs) (limited şirket); 

and 
(c) commandite partnerships with a share capital 

divided into shares (sermayesi paylara bölünmüş 
komandit ortaklık), in which the shareholders have 
limited liability; and

•	non-capital companies (in which the shareholders have 
unlimited liability), including:

(a) collective partnerships (kollektif ortaklık); and
(b) commandite partnerships (komandit ortaklık).

The most common types of capital companies in Turkey are 
JSCs and LLCs. JSCs are better suited for large operations 
since the legal framework for the corporate governance of 
JSCs is more developed and more flexible compared to other 
business forms. Holding companies, telecoms companies, 
banks, financial institutions, intermediary institutions and 
insurance companies must be incorporated as JSCs. Only 
JSCs can make a public offering. 

One advantage of LLCs is that their corporate structure and 
documentation are well suited to reflect the parties’ com-
mercial understanding. For example, strict share transfer 
restrictions, ancillary tag rights and drag-along rights may 
only be included in an LLC’s articles of association, which 
becomes enforceable vis-à-vis third parties.

One shareholder is sufficient to incorporate a JSC and there 
is no restriction on the maximum number of shareholders. 
LLCs can be incorporated with a minimum of one and a 
maximum of 50 shareholders.

JSCs and LLCs can be incorporated with a minimum share 
capital of TRY50,000 and TRY10,000, respectively. For JSCs, 
one-quarter of the share capital must be paid in before reg-
istration with the remainder paid within 24 months. As per 
an amendment introduced to Article 585 of the TCC on 15 
February 2018, the obligation to pay one-quarter of the share 
capital before registration is no longer applicable for LLCs. 
In any case, the share capital of LLCs must be paid within 24 
months of the incorporation date.

3.2 incorporation Process
The procedure for applying to incorporate a JSC and LLC is 
basically the same and roughly takes two to three weeks from 
the submission of a full-fledged application of the required 
documentation to the relevant Trade Registry. The proce-
dures for establishing a company with foreign capital are 
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fundamentally the same as those set forth for local com-
panies. Accordingly, unless the new company will perform 
certain specific activities regulated by regulatory authorities 
(eg, the Capital Markets Board, Energy Market Regulatory 
Authority) that require prior consent from the Ministry of 
Science, Industry and Technology or other independent 
regulators, no prior authorisation is required before incor-
poration.

Incorporating a new company with foreign capital will prin-
cipally follow the following steps: 

•	drafting the articles of association and executing the 
same by the shareholders;

•	applying to the relevant trade registry with the necessary 
documentation for registration;

•	announcing the registration in the Trade Registry 
Gazette; and

•	registering with the relevant tax office and Social Security 
Institution. 

As soon as the relevant Trade Registry Office registers the 
application and incorporates the company, the initial signa-
ture circulars of the managers who will represent the com-
pany will be issued before a Notary Public. The company 
then registers with the local tax office in Turkey, obtains a tax 
number and registers with the Social Security Institution for 
the contribution of social security-related premiums upon 
the employment of Turkish personnel or foreign personnel 
holding work permits.

3.3 Ongoing Reporting and disclosure Obligations
The Turkish Commercial Code requires companies to keep 
books and records in accordance with the Turkish Account-
ing Standards, which are in line with International Financial 
Reporting Standards. The board of directors for JSCs and the 
board of managers for LLCs prepare annual reports on the 
company’s activities for that year to ensure that complete 
and accurate information regarding the company’s activities 
is provided to the shareholders. Financial statements and 
annual activity reports of JSCs and LLCs are submitted for 
the shareholders’ approval each year. 

JSCs, which are subject to independent audits in line with 
Article 397 of the Turkish Commercial Code, and publicly 
held companies, whose shares are floating on Istanbul Stock 
Exchange, are obliged to establish a corporate website within 
three months of their registration with the trade registry and 
to make the necessary disclosures through their websites.

3.4 Management Structures
Both JSCs and the LLCs propose a two-tier governance 
structure. The main statutory bodies of JSCs are the general 
assembly of shareholders and the board of directors, whereas 
the main statutory bodies of LLCs are the general assembly 
of partners and the board of managers. 

Boards of directors for JSCs and boards of managers for LLCs 
may be composed of a single member, but most companies 
prefer appointing an odd number of directors or managers 
for adopting resolutions. There is no maximum limit on the 
number of directors or managers. At least one shareholder 
of an LLC must be a company manager. Other managers 
may be appointed in addition to the shareholder-manager. 

Both individuals and legal entities may be directors or man-
agers. However, if a legal entity is appointed as a director or 
manager of a JSC or an LLC, an individual representing the 
legal entity must also be appointed.

3.5 directors’, Officers’ and Shareholders’ Liability
The liability of shareholders of both JSCs and LLCs is lim-
ited to their capital contribution (the corporate veil princi-
ple). However, shareholders and managers of an LLC and 
members of the board of directors of a JSC may also be held 
liable on a secondary basis for outstanding and unpaid pub-
lic debts which cannot be collected from these entities (such 
as corporate tax, social security premiums of employees and 
income tax withheld from employees’ salaries, or tax and 
fines owed to public authorities).

Shareholders of personal companies (that is, collective part-
nerships and commandite partnerships) have unlimited lia-
bility for the company’s debts and undertakings. Therefore, 
investors are generally reluctant to incorporate personal 
companies and they are not common in Turkey.

4. Employment Law

4.1 nature of applicable Regulations
Under Turkish law, an employee’s employment rights arise 
from the relevant laws, regulations, employment contract or 
collective bargaining agreement between a labour union and 
an employer. While the main employment-related legislation 
is the Labour Code No 4857, other significant instruments 
governing this area include: 

•	the Turkish Code of Obligations (No 6098);
•	the Social Insurance and General Health Insurance Code 

(No 5510); 
•	the Code on International Workforce (No 6735) and the 

applicable regulation (this Code was recently introduced 
and replaced the previous regime established under the 
Code on Work Permits for Foreign Nationals (No 4817));

•	the Code on Trade Unions and Collective Bargaining (No 
6356); 

•	the Workplace Health, and Safety Code (No 6331); and 
•	Companies’ internal regulations/personnel regulations. 

The main objective of employment contracts is to protect 
the employee and maintain a social balance between the 
employee and the employer. In order to ensure that these 
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objectives are met, the legal rights and benefits granted to 
employees under the Labour Code are mandatory and can-
not be excluded or altered contractually to the detriment of 
the employee.

Collective bargaining agreements are allowed under Turk-
ish law. These agreements have the purpose of protecting 
the rights of employees who are in weaker positions vis-à-
vis their employers. Trade unions or employee representa-
tives, provided they are given the authority, have the right to 
negotiate collective bargaining agreement terms in the name 
of employees. Once the collective bargaining agreement is 
executed, the employer will be bound by the terms and con-
ditions of that agreement. Collective bargaining agreements 
are subject to specific regulations under the Turkish Labour 
Code with regard to certain matters including, among oth-
ers, trial periods and salary payment terms.

4.2 characteristics of Employment contracts
As per the Labour Code, employment contracts that are exe-
cuted for a term of more than one year must be in writing. 

An employee and employer may agree on a trial period in 
an employment contract that may not exceed two months. 
This period may be extended for up to four months by agree-
ment, only in the case of collective bargaining agreements. 
During the trial period, either party may terminate the con-
tract without giving prior notice or paying compensation, 
provided that all employment receivables pertaining to the 
employed days are duly paid.

The main categorisation of employment contracts under the 
Labour Code is based on whether the agreement is for a 
definite or an indefinite term. However, there are also other 
types of employment contracts regulated by the Labour 
Code such as continuous and non-continuous agreements, 
full-time and part-time agreements, seasonal agreements, 
temporary agreements, etc.

If no specific term is stipulated in an employment contract, 
then the agreement is deemed to be for an indefinite term. 
According to the Labour Code, a definite-term agreement 
may only be executed based on objective conditions, such 
as the work that must be performed within a certain period. 
The Labour Code does not permit the renewal of definite-
term agreements on a continuous basis unless there is a 
material cause. Agreements that are extended continuously 
without any material cause will be considered indefinite-
term agreements.

4.3 working Time 
Under Article 63 of the Labour Code, working hours can-
not exceed 45 hours per week. Furthermore, working hours 
cannot exceed 11 hours per day. The 45 hours of work can be 
distributed unevenly between the days of the week by mutual 
agreement of the parties (in employment contracts or col-

lective agreements) as long as the maximum daily limit of 
working hours is not exceeded. The working hours in a week 
cannot exceed 37.5 hours for work performed underground, 
such as mining, and the daily working hours for such work 
cannot exceed 7.5 hours. Any working hours exceeding this 
limit count as overtime. The upper limit for overtime work 
is 270 hours a year.

If the working hours in a week are less than 45 hours, any 
working hours exceeding the hours set forth in the employ-
ment contract, even if they amount to less than 45 hours, are 
considered ‘additional hours worked’. 

Compensation for overtime hours worked must be 1.5 times 
the regular hourly salary and 1.25 times the regular hourly 
salary for additional hours worked. Instead of overtime pay-
ment, employees may be granted 1.5 hours of free time for 
every overtime hour worked and 1.25 hours of free time 
for every additional hour worked. The working hours and 
conditions of public servants are regulated by special laws, 
regulations and communiqués and may vary depending on 
the field of work.

4.4 Termination of Employment contracts
As per the occupational security mechanism set forth under 
the Labour Code, at workplaces where 30 or more employ-
ees are employed, employers may unilaterally terminate 
the employment agreement of an employee who has been 
employed for a minimum of six months if there is a ‘valid 
cause’ (geçerli sebep) or ‘just cause’ (haklı sebep) for termina-
tion. The following grounds are, inter alia, regarded as valid 
causes: 

•	inefficiency or lack of qualification;
•	attitude problems; or
•	necessities in relation to the business or workplace or 

the work (eg, reorganisation, financial difficulties of 
the company, liquidation of the company, or closure of 
departments). 

Under the Labour Code, just causes that authorise an 
employer to terminate an employment agreement may be 
generally categorised as follows: 

•	health reasons;
•	lack of good faith and moral character; and
•	absence of the employee.

If there is no valid or just cause for termination of an employ-
ment agreement, the employee may initiate a restitution of 
employment claim to his/her former employment within 
one month of the termination date, arguing that the employ-
er did not have a just cause or a valid cause to terminate the 
agreement. If the court determines that a valid cause or a just 
cause does not exist, the employer must either re-employ the 
employee upon his request within one month or compen-
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sate the employee by paying compensation at a maximum 
of four-months’ wages as compensation for the employee’s 
non-employed period, together with an additional amount 
equal to four to eight-months’ wage as compensation for the 
employer’s rejection of the court’s order for re-employment. 

In the case of termination of an employee for valid cause, the 
employer must provide employees notice payment, sever-
ance pay, and the employee’s unpaid employee receivables 
(eg, accrued but unpaid salary, overtime salary, unused 
annual leave and additional benefits). However, upon ter-
mination based on just cause, unpaid salaries and any and 
all outstanding employment receivables that the employee 
did not receive for the time he/she worked until termina-
tion must be paid to the employee. Additionally, unless the 
employment contract is terminated based on just cause for a 
reason arising out of lack of good faith and moral character, 
the employee will also be entitled to receive severance pay-
ment. In other words, employers are not under the obligation 
to pay severance payment to the employee upon termination 
of the employment contract based on just cause arising out 
of lack of good faith and moral character.

If an employer does not employ more than 30 employees, 
occupational security provisions under the Labour Code will 
not be applicable. As such, an employer may unilaterally ter-
minate an employee’s employment agreement based on any 
ground, provided that the employer does not act in bad faith 
in exercising its termination right. In the case of termination, 
all accumulated employee rights have to be duly paid to the 
employee, including but not limited to any outstanding sal-
ary, notice payment, severance pay and annual paid leave. 
In the event that an employee who does not benefit from 
occupational security provisions is dismissed, the employee 
would not be entitled to file a restitution of employment law-
suit vis-à-vis his/her employer. The only available option for 
such an employee would be to file a lawsuit before the courts, 
claiming that termination of his/her employment was based 
on bad faith of the employer. 

collective dismissal/collective Redundancies
Employers can terminate employment contracts on the basis 
of collective redundancy, and this is considered to be a valid 
cause under the provisions of the Labour Code. Under Arti-
cle 29, employers can proceed with collective redundancies 
to the extent that dismissal is based on economic reasons, 
technological development or reorganisation of the work.

Collective dismissal will be deemed to have occurred if the 
following numbers of employees have been terminated:

•	10 or more employees out of a total number 20-100;
•	11-30 employees out of a total number of 101-300; or
•	30 or more employees out of a total number of 301 or 

more.

In the case of collective redundancy, employers must notify 
the trade union representatives, the regional directorate of 
the Ministry of Family, Labour and Social Security, and the 
Turkish Labour Authority, 30 days prior to initiating a col-
lective dismissal.

The notification must contain grounds for the dismissals, 
the total number of employees to be effected by the dismiss-
als, and the period of time during which the dismissals will 
take place.

Further to the notification, a meeting will be held between 
the trade union representatives and the employer, which 
aims to either prevent the collective dismissal decision, 
reduce the number of employees to be dismissed or reduce 
the adverse effects of the collective dismissal on the employ-
ees. The collective dismissal will become effective within one 
month of the notification.

In the case of dismissal on the grounds of collective redun-
dancy, employees will have the right to all of the rights men-
tioned above (see 4.4 Termination of Employment con-
tracts, above).

4.5 Employee Representations
Employees do not have to be consulted or participate in the 
management of companies incorporated in Turkey. However, 
within the scope of the Occupational Health and Safety Law, 
employers are required to have employee representative(s) 
who are elected by the employees in a number to be deter-
mined in proportion to the aggregate number of the employ-
ees working in a workplace. The employee representative(s) 
are entitled to request for the employer to take precautions 
against hazards and comment on precautionary measures 
to eliminate hazards and/or minimise the risks arising from 
these hazards. 

5. Tax Law

5.1 Taxes applicable to Employees/Employers
Pursuant to Income the Tax Law No 193, employees must 
pay income tax on their salaries and wages, defined as money 
and goods and other benefits represented in terms of money 
and given as compensation to the employees in connection 
with a specific place of business. Individual income and 
gains are calculated on a cumulative basis and become sub-
ject to progressive tax rates, which vary between 15% and 
35%. Income tax on salaries is paid by the employers by way 
of withholding. Salaries earned from multiple employers 
(except for the salary earned from the first employer) that 
are in excess of TRY40,000 for the year 2019 are declared by 
employers by way of submitting tax returns. Also, a 0.759% 
stamp duty is applicable to employees’ gross salary.
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Both employers and employees pay monthly social insurance 
contributions at varying percentages calculated based on the 
employees’ gross salary. Employees pay contributions at a 
rate of 14%, similar to income tax, and payments are made 
by the employers in the name of the employees by way of 
withholding. Employers pay contributions at a rate of 20.5%. 
Finally, both employees and employers pay unemployment 
insurance premiums at a rate of 1% and 2%, respectively.

5.2 Taxes applicable to Businesses
The major taxes declared and paid by a company in Turkey 
are summarised below.

corporate income Tax (ciT)
Resident corporations (having their legal or administrative 
headquarters in Turkey) are responsible for declaring and 
paying taxes on their worldwide corporate income and gains, 
whereas non-resident entities in Turkey are taxed solely 
based on the income derived from their activities in Turkey. 
The tax base for corporate income tax is the amount remain-
ing after deducting the business-related expenses from the 
gross income. The statuary corporate tax rate is 20%. How-
ever, it will be applied as 22% for the income generated in the 
years 2018, 2019 and 2020. While CIT returns are declared 
and paid yearly, the concept of advanced CIT return also 
exists and is declared and paid every quarter and deducted 
from the yearly CIT return.

Value-added Tax (VaT)
VAT is levied on goods delivered and services rendered in 
connection with commercial, industrial and agricultural 
activities and professional services in Turkey, as well as on 
imported goods and professional services procured from 
abroad. The general VAT ratio is 18%, and the reduced rates 
are 1% and 8%.

Special consumption Tax (ScT)
SCT is an excise tax and is imposed on the import, manufac-
ture and first acquisition of a range of goods. There are four 
main product groups that are subject to SCT at different tax 
rates, depending on the customs tariff codes, namely 

•	petroleum products; 
•	automobiles and other vehicles; 
•	tobacco products and alcoholic beverages; and
•	luxury products.

Banking and insurance Transactions Tax (BiTT)
Licensed banks and insurance companies are generally sub-
ject to BITT at a rate of 5% on their gains generated from 
their general transactions, whereas some transactions are 
subject to 1% or 0%.

Stamp Tax
Stamp tax is applied to a wide range of legal documents such 
as contracts, agreements, financial statements and tax returns. 

Stamp tax is levied as a percentage of the value stated on the 
document at rates varying between 0.189% and 0.948%. The 
law further introduces a ceiling (ie, TRY2,642,810 for 2019) 
on the stamp tax amount. Once the stamp tax calculated over 
a document reaches this ceiling, the parties would only pay 
the ceiling amount, not the part in excess. 

Real Property Taxes
Buildings and land in Turkey are subject to real estate tax. 
The taxpayer is either the owner of the building/land, the 
owner of any usufruct over the building/land, or if neither 
of these exist, any person that uses the building/land as its 
owner. The building tax rate is 0.2%, but this rate is reduced 
to 0.1% for buildings used as residences. The rate of land tax 
is 0.1% and the parcelled land tax is 0.3%. These rates are 
increased by 100% for areas located within the boundaries 
of the metropolitan municipality and the areas outside of 
municipalities as defined by law.

5.3 available Tax credits/incentives
The main tax credits and incentives in Turkey are set out 
below.

investment incentive Regime
Pursuant to the Cabinet of Ministers Decree on Govern-
ment Incentives No 2012/3305, investment incentives are 
available to investors through an ‘Investment Incentive Cer-
tificate’ that may be obtained from the Ministry of Industry. 
There are four different types of incentives under this regime, 
namely:

•	general investments;
•	regional and sector based investments;
•	large-scale investments; and
•	strategic investments. 

The incentives include VAT exemptions, reduced corporate 
tax, social security premium contributions, land allocation, 
interest support on financing and VAT refunds, depending 
on the type of the incentive.

R&d and design activities inventive
Pursuant to the Law on Support for Research, Development 
and Design Activities No 5746, innovation and R&D expen-
ditures made in R&D centres (which must employ at least 
50 full-time-equivalent R&D personnel), R&D and innova-
tion projects supported by governmental institutions, foun-
dations established by law, or international funds may be 
deducted from the corporate income tax base at a rate of 
100%. Salaries of R&D, design, and support personnel are 
exempt from income withholding tax at different rates vary-
ing between 80% to 95%. Furthermore, 50% of the employ-
er’s social security contribution premiums are supported by 
the Ministry of Finance for each R&D, design and support 
personnel.
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incentives for Technology development Zones
The legislation provides for various benefits concerning 
technology development zones until 31 December 2023. 
Accordingly, until this date, an exemption from income tax 
and stamp tax applies to:

•	income derived from software, design and R&D activities 
performed in Technology Development Zones is exempt 
from income and corporate income tax; and

•	salaries of R&D, design and support personnel related to 
the R&D, design and support activities conducted within 
or outside of these zones. 

Furthermore, deliveries of software and specified services 
arising from software development activities by companies 
operating in Technology Development Zones are exempt 
from VAT.

incentives for Free Trade Zones
Until the end of the fiscal year, during which Turkey fully 
accedes to the EU, income derived from the sale of goods 
manufactured by licence holders in free trade zones is 
exempt from corporate income tax, and salary payments 
made by taxpayers operating in free trade zones to employ-
ees are exempt from income tax, provided that the taxpayers 
export at least 85% of the FOB values of annually produced 
goods. The delivery of goods and performance of services in 
free trade zones are excluded from VAT.

5.4 Tax consolidation
There is no tax consolidation in Turkey.

5.5 Thin capitalisation Rules and Other 
Limitations
The Corporate Income Tax Law No 5520 regulates the frame-
work for thin capitalisation rules. Accordingly, if the ratio of 
the borrowings from shareholders or from persons related 
to the shareholders exceeds three times the shareholders’ 
equity of the borrower company at any time within the rel-
evant year, the exceeding portion of the borrowing will be 
considered thin capital. The interest paid or accrued, foreign 
exchange losses and other similar expenses calculated over 
the loans that are considered thin capital are treated as non-
deductible for corporate income tax purposes. The interest 
paid or accrued and similar payments on thin capital are 
reclassified at the end of the relevant fiscal year as dividends.

5.6 Transfer Pricing
The Corporate Income Tax Law No 5520 regulates the trans-
fer pricing rules, which are mainly adopted from the OECD’s 
guidelines. If a taxpayer enters into transactions regarding 
the sale or purchase of goods and services with related par-
ties, in which prices are not determined on an arm’s length 
basis, the related profits generated through such transactions 
are considered as being distributed in a disguised manner 
through transfer pricing. Profit distributions disguised 

through transfer pricing in this way are not accepted as tax 
deductible for corporate income tax purposes and are thus 
subject to corporate income tax.

5.7 anti-evasion & anti-avoidance Rules
There are, in principle, anti-evasion rules. Accordingly, a 
30% tax deduction is available for companies located or 
engaged in activities in certain countries (including the 
business centres of tax-resident corporations located in these 
countries) that have a taxation capacity equivalent to the 
Turkish taxation system and permit the exchange of infor-
mation. The legislation mentions that this list of countries 
will be announced by the Council of Ministers; however, the 
Council of Ministers has not yet made any such announce-
ment, so the deduction is not yet practically in effect.

6. competition Law

6.1 Merger control notification
Transactions are subject to notification to the Turkish Com-
petition Board (TCB) as per the Competition Code (Law 
No 4054 on the Protection of Competition) and the Merger 
Communiqué (Communiqué No 2010/4 on Mergers and 
Acquisitions Requiring the Approval of the Competition 
Board) if: 

•	the total turnovers of the transaction parties in Turkey 
exceed TRY100 million and the turnovers of at least two 
of the transaction parties in Turkey are TRY30 million 
each; 

•	the asset or the operation subject to the acquisition has 
a turnover in Turkey exceeding TRY30 million and the 
global turnover of at least one of the remaining parties 
exceeds TRY500 million; or

•	the turnover of any of the parties in mergers exceeds 
TRY30 million in Turkey and the global turnover of at 
least one of the remaining parties exceeds TRY500 mil-
lion.

The relevant Turkish turnover to be considered is the com-
bined turnover that was generated in Turkey by sales of sub-
sidiaries that are established in Turkey or by sales through 
foreign trade in the financial year preceding the notification. 
The TCA defines the term ‘combined turnover’ to include the 
turnovers of all persons, either natural or legal, that belong 
to the same economic unity as the directly related entity.

The above thresholds cover merger and acquisition transac-
tions as well as the establishment of greenfield joint ventures 
or transactions that convert an existing entity to a joint ven-
ture. 

6.2 Merger control Procedure
A merger or acquisition should be notified to the TCA prior 
to the closing of the transaction. The transaction will not 
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become legally valid until a clearance decision is obtained 
from the TCB. Premature consummation of a merger or 
acquisition (as well as the establishment of a joint venture) is 
subject to an administrative fine equal to 0.1% of the turno-
ver of the transaction party. 

After the notification is submitted, the TCB responds to 
the parties within 30 calendar days, either by approving the 
transaction or by sending a request for information (RFI) to 
the parties of the transaction. The TCB’s RFI stops during 
the 30-day period. Including the TCB’s review process and 
the RFI questions and answers, this first phase review takes 
approximately four to six weeks on average. 

If the TCB decides to conduct a second-phase review, the 
notification turns into an investigation, which takes about 
six months and which could be extended for an additional 
six months. 

After the TCB concludes its review by serving the deci-
sion to the notifying party, the decision may be appealed 
before the administrative courts within 60 calendar days. 
The appeal process may take anywhere from a year to a few 
years depending on the specifics of the case.

6.3 cartels
Article 4 of the Competition Code prohibits agreements and 
concerted practices between undertakings that have restrict-
ed competition as their object or effect. Examples of these 
practice include price fixing, allocating customers, provid-
ers, territories or trade channels, restricting the amount of 
supply or imposing quotes, and bid rigging. Recent imple-
mentation shows that the TCB may consider the exchange of 
competitively sensitive information (including future pric-
ing intentions, recent production levels, recent sales volume 
and similar) among competitors to be cartel activity. 

In cases where the existence of an agreement cannot be 
proved, a similarity of price changes in the market, or the 
balance of supply and demand, or the operational regions of 
undertakings being those markets where competition is pre-
vented, distorted or restricted are sufficient fror a presump-
tion that the undertakings are engaged in concerted practice. 
The parties may relieve themselves of the responsibility by 
proving on the basis of economic and rational facts that they 
have not engaged in concerted practices.

As per the Regulation on Fines, the base fine to be calculated 
for cartels is between 2% and 4% of the annual net revenues 
of the undertakings engaging in the cartel, generated at the 
end of the fiscal year preceding the final decision of the TCB. 
This base fine is then calculated with respect to aggravat-
ing and mitigating factors. The maximum fine that could be 
imposed by the TCA is 10% of the annual net revenue of the 
undertakings to be fined, generated at the end of the fiscal 
year preceding the final decision.

As per the Competition Code, third parties who incur 
damages from cartel activities that an undertaking has been 
involved in may request compensation for up to three times 
the amount of material damage incurred or of the profit 
gained (or likely to be gained) by the undertaking.

The TCA has a leniency program that grants full fine immu-
nity to the first applicant that seeks to benefit from the leni-
ency programme, and various fine deductions for the sub-
sequent applicants. The leniency involves considerable fine 
deductions even in cases where the applicant approaches the 
TCA after the initiation of a fully fledged investigation and 
even if the TCA has already secured adequate evidence. 

6.4 abuse of dominant Position
The Competition Code prohibits the abuse of a dominant 
position in a market within Turkey or in part of Turkey by 
one or more undertakings.

The Competition Code provides a non-exhaustive list of 
behaviours that may constitute abusive conduct. The TCB 
has clarified through its implementation that exclusion-
ary practices such as refusal to deal or exclusionary pric-
ing, which may involve discount and rebate schemes, non-
compete provisions in distribution agreements as well as 
predatory pricing, may be considered an abuse of a domi-
nant position. Another fast-developing category of abusive 
conduct is the excessive pricing cases of the TCB. 

The Competition Code also covers joint dominance and 
abuse of joint dominance cases. However, the TCB has not 
yet provided a clear orientation with respect to this category. 

It is worth emphasising that it is not prohibited for an under-
taking to become dominant or to hold a dominant position 
as a result of its internal efficiencies. However, the use of 
restrictive practices to maintain a stronghold on an existing 
dominant position, or exploitative practices like excessive 
pricing, would constitute a violation of the Competition 
Code. 

Although each case should be evaluated for the existence 
of a dominant position based on its specifics, it is generally 
accepted and confirmed by the practice of the TCB that mar-
ket shares below 40% do not grant enough economic power 
to dominate a market. In addition to the market share, the 
TCB would take barriers to entry (especially legal), growth 
of the market and the bargaining power of buyers into con-
sideration when weighing the economic power and domi-
nance of an undertaking.
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7. intellectual Property

7.1 Patents 
The Turkish Law on Industrial Property No 6769 (the ‘IP 
Law’) states that a patent may be awarded to an invention 
in any field of technology if it is new, involves an innova-
tive step, and is applicable to industry. A patent application 
that meets the formal requirements listed in the IP Law will 
be approved by the Turkish Patent and Trademark Office 
(TPTO). If the application meets the formal requirements 
or if any imperfections are corrected within two months of 
notification, a search report will then be issued, the appli-
cant will be informed of the search report, and the report 
will be published in the bulletin, which serves as the tool 
utilised by the TPTO for publication of IP Law-related mat-
ters. The applicant must then request the examination to be 
carried out within three months of the notification date of 
the search report; otherwise, the application will be deemed 
to be withdrawn. In the examination report, if the applica-
tion is deemed to be compliant with the provisions of IP 
Law, then the application will be approved by the TPTO and 
the approval decision will be published in the bulletin to be 
issued by the TPTO. 

Third parties may object to the patent within six months of 
the publication of the decision granting the patent. If there 
are no objections made or if all objections have been reject-
ed, the decision granting the patent will be finalised and the 
final decision will be published in the TPTO’s bulletin. The 
patent applicant, patent owner or related third parties may 
object to the TPTO’s decisions within two months of the 
notification date of the relevant decision. Other relevant par-
ties may also file a lawsuit against a decision issued by the 
TPTO’s Re-examination and Evaluation Board before the 
Ankara Civil Courts for Intellectual and Industrial Property 
Rights within two months of the rendered decision.

The IP Law states that the protection period of the patent is 
a maximum of twenty years, commencing from the date of 
application. This period cannot be extended.

7.2 Trade Marks 
According to the IP Law, a trade mark may consist of any 
kind of mark including words, human names, shapes, col-
ours, letters, numbers, voices or the shape of the goods or 
packages, provided that the mark distinguishes the goods or 
services of an enterprise from the goods or services of other 
enterprises and that the mark may be represented in the 
trade mark registry with a clear and accurate understand-
ing of the subject to be protected.

Trade mark registration may be filed either by direct appli-
cation to the TPTO or through an international trade mark 
registration within the scope of the Madrid Agreement on 
the International Registration of Marks and the Protocol 
Relating to the Madrid Agreement Concerning the Interna-

tional Registration of Marks, which designates Turkey as a 
country in which trade marks will be protected. In respect of 
direct trade mark applications, the TPTO examines the trade 
mark application ex officio with respect to absolute grounds 
for refusal (eg, marks with no distinctive qualifications or 
marks that will mislead the public in issues like quality, prop-
erty or geographical source of the goods or services cannot 
be registered). If the application requirements are fulfilled 
and the TPTO does not reject the application within the 
scope of absolute grounds for refusal, the application will be 
published in the TPTO’s bulletin.

Within two months of the publication date, the relevant 
parties may file an opposition to the trade mark application 
before the TPTO. If no opposition has been filed within such 
period or if all oppositions have been rejected by the TPTO, 
the TPTO will register the trade mark upon payment of the 
registry fee by the applicant. A refusal decision for any oppo-
sition to the trade mark application may be appealed before 
the TPTO’s Re-examination and Evaluation Board within 
two months of the date of notification of the refusal deci-
sion. If an opposition lawsuit is filed against the trade mark 
application and the TPTO partially or completely affirms the 
opposition, the applicant of the trade mark may appeal this 
decision before the Board within two months of the date of 
notification of the TPTO’s decision. The relevant parties can 
file a lawsuit against the Board’s decision before the Ankara 
Civil Courts for Intellectual and Industrial Property Rights 
within two months of notification of the Board’s decision.

The protection period of the registered trade mark is ten 
years from the date of application. This period may be 
extended in ten-year increments. 

7.3 industrial design 
According to the IP Law, ‘design’ is the visual design of the 
product arising from the build of all or part of the product or 
an ornament of the product such as a line, shape, form, col-
our, material or surface texture. Design is protected as a ‘reg-
istered design’ if registered in accordance with the provisions 
of the IP Law, whereas it is protected as a ‘non-registered 
design’ if it is first presented to the public in Turkey. The IP 
Law states that presentation to the public includes exhibi-
tions as well as making the product available to the market 
through sales, usage, description, publication, promotion or 
similar activities.

A design application that has been approved by the TPTO is 
recorded in the registry as a registered design and published 
in the TPTO’s bulletin. An objection may be filed against the 
publication decision within two months of the notification 
date of the decision. An objection may also be filed against 
the registration decision of the TPTO before the TPTO’s Re-
examination and Evaluation Board within three months of 
the publication date of the design registration. The relevant 
parties may file a lawsuit against the Board’s decision before 
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the Ankara Civil Courts for Intellectual and Industrial Prop-
erty Rights within two months of notification of the Board’s 
decision.

The protection period of a registered design is five years 
from the date of application. According to the IP Law, this 
protection period may be extended up to 25 years through 
renewals in five-year increments. On the other hand, the 
protection period of an unregistered design is three years 
from the date on which the design in question was first pre-
sented to the public.

7.4 copyright 
The Turkish Law on Intellectual and Artistic Works (the 
‘Copyright Law’) grants copyright protection over economic 
and moral interests of an intellectual or artistic work cre-
ated by an author. Accordingly, authors enjoy moral rights 
(the ability to disclose their work to the public, designate 
the name, prohibit modification and to have rights against 
persons who own or possess the work) and economic rights 
(the right of adaptation, reproduction, distribution, perfor-
mance, and the right to communicate a piece of work to the 
public via devices enabling the transmission of signs, sounds 
and/or images) over the piece of work.

The author of a piece of work is not obliged to register his/
her work but enjoys copyright protection regardless of its 
registration status. Although not mandatory, an author may 
register their work with the General Directorate of Copy-
rights in the Ministry of Culture and Tourism to facilitate 
proof of ownership and track the authority to exercise their 
economic rights. 

The Copyright Law states that the right of a performer lasts 
for 70 years from the first fixation date of the performance. If 
the performance has not yet been fixed, the term runs from 
the date the performance was first made public.

7.5 Others 
In Turkey, no specific law exists for protection of trade 
secrets; trade secrets are protected under the auspices of the 
unfair competition rules of the Turkish Commercial Code 
No 6102 and the Turkish Criminal Code No 5237. Software 
and databases are protected under the Copyright Law.

8. data Protection

8.1 applicable Regulations
The primary law regulating the protection of personal data 
in Turkey is the Turkish Data Protection Law No 6698 (the 
‘DP Law’), which applies to individuals whose personal data 
is processed and the individuals or legal entities that wholly 
or partially process such data, either automatically or manu-
ally, provided that such processing is part of a data record-
ing system. The DP Law intends to protect the fundamental 

rights and freedoms of individuals, including in particular 
the privacy of personal life, in regard to the processing of 
personal data. In order to accomplish this goal, the DP Law 
sets forth the obligations of individuals and legal entities that 
process personal data as well as the principles and proce-
dures which must be followed by them.

The DP Law is prepared primarily based on Directive No 
95/46/EC of the European Parliament and of the Council of 
24 October 1995 on the protection of individuals with regard 
to the processing of personal data and on the free movement 
of such data without taking into account the improvements 
introduced with the General Data Protection Regulation 
(EU) 2016/679 (GDPR), effective as of 25 May 2018. While 
this means there are considerable differences between the 
DP Law and the GDPR, it should also be noted that the DP 
Law is not a verbatim adaptation of Directive No 95/46/EC 
either, and includes several deviations from the Directive. 

In addition to the DP Law, the Data Protection Authority 
has issued several regulations, communiques and principal 
decisions governing various issues relating to the protec-
tion of personal data, as well as several guidelines. These 
guidelines do not constitute part of the legislation but pro-
vide insight as to the interpretation of the Data Protection 
Authority regarding the DP Law and the secondary legisla-
tion thereunder.

8.2 Geographical Scope
The DP Law and the applicable secondary legislation are 
currently silent on their territorial scope of application. As 
a general principle of the Turkish legal system, state sover-
eignty is limited by state boundaries, which is reflected in the 
territoriality of their legislation. Accordingly, the territorial 
scope of the DP Law should be limited to the territories of 
the Republic of Turkey. Given the impression provided by 
the Data Protection Authority so far, it seems that state sov-
ereignty is taken into consideration and accordingly the DP 
Law and its secondary legislation are considered applicable 
to all data processing activities being conducted within the 
territory of the Republic of Turkey, regardless of whether 
or not the data controllers are located in Turkey or abroad.

The DP Law does not provide any specific criteria to con-
sider when determining whether it is applicable to a spe-
cific data processing activity of a data controller abroad. Yet, 
based on the statements of the Data Protection Authority’s 
representatives so far, they are likely to interpret this issue 
conservatively and consider most processing activities to 
take place in Turkey so long as a Turkish resident’s data is 
being processed.

8.3 Role and authority of the data Protection 
agency 
Pursuant to the DP Law, the Data Protection Authority 
and the Data Protection Board as its decision-making body 
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have the authority and duty to further regulate and monitor 
the protection of personal data in the Republic of Turkey. 
The Data Protection Board is comprised of five members 
appointed by the Grand National Assembly of Turkey, two 
members appointed by the President of the Republic of Tur-
key and two members appointed by the Council of Ministers.
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