
 

Disclaimer: The information provided in this memorandum is general and does not constitute legal 

advice. The authors accept no responsibility for any inaccuracies or omissions contained herein. Legal 

advice should always be sought before taking any legal action based on the information provided. 
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INVEST IN TURKEY 

 

The Turkish foreign investment regime is based on liberal principles such as fair and equal treatment, 

full protection and security, protection from expropriation. This allows all foreign investors to have 

equal rights and liabilities as the local entrepreneurs. Such principles are emphasized under the Foreign 

Direct Investment Law No. 4875 (“Law”) which applies to all foreign investors. 

 

Foreign investor is defined under Article 2 of the Law as: 

 

(i) Real persons who possess foreign nationality and Turkish citizens resident abroad, and  

(ii) Foreign legal entities established under the laws of foreign countries and international 

institutions.  

 

In this regard, foreign investors who desire to invest in Turkey may either prefer to (i) set up a company, 

(ii) open a branch, or (iii) open a liaison office as well. The choice of investor depends several factors 

such as investment project, amount of investment, intended term and purpose of investment etc. You 

may find below a detailed explanation on each option, and initial/regular costs and expenses that may 

occur during the investment and operation period. 

 

I. SETTING UP A COMPANY 

 

In Turkey, subsidiaries are mostly established as limited liability company (“LLC”) or joint stock 

company (“JSC”). Both LLC and JSC are legal entities that considered as stock corporations under 

Turkish Commercial Code No. 6102. As a result of this consideration, shareholders of LLC and JSC are 

not personally liable for company’s debts against the company’s creditors (except for public debts, 

which will be explained below). In other words, the company is liable for its debts with its assets, not 

with shareholders’ personal assets. The shareholders’ sole obligation is to pay the committed capital 

amount to the company. 

 

Under Turkish law, subsidiaries are separate and independent from the headquarter company, contrary 

to branch and liaison office. Subsidiary of a foreign company (whether LLC or JSC) has the same rights 

and obligations with the local companies. Besides, the subsidiaries would benefit from the double 

taxation treaties, if applicable. 

 

In addition to the chart given under the Section IV, we would like to point out two main differences 

between LLC and LSC in detail: 

 

(i) Liability for Public Debts 

 

In LLCs, all shareholders, regardless of whether they are involved in the management or 

representation of the company, and directors with representation powers are all personally 

responsible for public debts such as taxes, social security premiums, administrative costs, fines 

and charges which cannot be collected from the company.  
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On the other hand, in JSCs, only directors with representation powers are personally liable for 

public debts. Shareholders who are not involved in the management and representation of the 

company do not have any responsibility. The only obligation for such shareholders is to fulfill 

their share subscription obligation.  

 

(ii) Share Transfers 

 

Share transfer procedures are much easier in JSCs, especially for the bearer share certificates 

which can be transferred by simple delivery. No notarization and registration or announcement 

in the Trade Registry Gazette is required. Shareholders owning bearer share certificates are not 

obliged to be registered in the share ledger of the company. 

 

Whereas, in order to transfer shares in a LLC, a formal written and notarized contract executed 

between the transferor and the transferee is required. Moreover, all share transfers must be 

approved in the General Assembly unless otherwise stated in the AoA. The General Assembly 

can reject share transfer requests for any reason. Moreover, transfer of shares must be registered 

in the share ledger of the company. In order for any share transfer to take effect, such transfer 

must also be registered with the relevant trade registry and announced in the Trade Registry 

Gazette. 

 

II. OPENING A BRANCH IN TURKEY 

 

As an alternative to LLC or JSC, foreign investors could open a branch in Turkey without establishing 

a subsidiary. The branch is an extension and integral part of the headquarter company, and therefore 

does not have a separate legal personality from the headquarter company, contrary to LLC and JSC. 

 

In this regard, a branch can enter into commercial transactions through its representative/s in which case 

all liabilities against third parties and all risks are undertaken by the headquarter company. Furthermore, 

a branch must have at least one fully authorized real person representative being either Turkish citizen 

or foreign national residing in Turkey. Representatives are appointed through authorized corporate body 

resolution of the headquarter company. 

 

A branch has no corporate bodies such as general assembly or board of directors. Moreover, a branch is 

able to conduct its business activities without abiding by many corporate law requirements set forth for 

LLCs and JSCs (e.g. holding annual general assembly meetings, preparing activity report, financial 

statements on an annual basis etc.). 

 

As a principle, branches only pay taxes on their income generated in Turkey, and they can benefit from 

double taxation treaties, if any. 
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III. OPENING A LIAISON OFFICE 

 

Liaison office is an establishment that researches the market of the country where the investor intends 

to engage in business. As per the Law, Ministry of Industry and Technology (“Ministry”) has the 

authority to allow foreign companies to open up liaison offices in Turkey. Liaison office is not allowed 

to engage in commercial activities and to conduct any activity other than the permitted 

activities/purposes. The purpose of liaison office might be to conduct market research, to promote and 

advertise goods and services of the prospective investor, to communicate or to transfer information, to 

provide technical support, to inspect the local suppliers or authorized sellers in terms of service quality, 

to set-up a regional management center etc. 

 

The Ministry considers the qualifications of the applicant such as area of activity, capital, and number 

of employees. The Ministry would grant a permit for up to 3 years at the first application. Following 

this maximum time period, the foreign companies are expected to open a branch or set up a company in 

Turkey. Therefore, Ministry would be unwilling to extend the time period granted for liaison offices. 

 

In case the foreign investor applies for the extension, the Ministry reviews the past years’ activities, 

future business plans and purposes, amount of past, present and envisaged spending, and number of 

employees as well. However, the permit granted for market research and advertisement and promotion 

of the goods and services cannot be extended as per the legislation. 

 

Liaison offices are exempted from the corporate income tax. Furthermore, the salaries of the liaison 

office’s employees are not subject to personal income tax and stamp tax, provided that the salaries are 

paid in foreign currency with the income generated outside of the Republic of Turkey. However, liaison 

offices shall pay the social security premiums (Please see Section VI.2 for the rates).  

 

Liaison offices would prevent the foreign investor from making non-profitable investments, give the 

investor a chance to make a preliminary research and guide the investor on how to structure a business 

in the market. Considering the scope of permitted activities and above-mentioned tax advantages, 

opening up a liaison office in Turkey might be a proper and feasible option to get to know and enter into 

the Turkish market.
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IV. COMPARISON CHART 

 

You can refer to following chart to find out the differences among LLC, JSC, branch, and liaison office. 

 

  LLC JSC BRANCH LIAISON OFFICE 

Minimum Capital TRY 10.000 TRY 50.000 No minimum capital Has no capital 

Initial Capital Payment 

Prior to The Registration 
Not required 

¼ of the capital must be 

paid 
Not required Has no capital 

Registered Capital System Not Allowed Allowed Not allowed Has no capital 

Number of Shareholders 

(Minimum – Maximum) 
1 – 50 1 – Unlimited Has no shareholder Has no shareholder 

Share Transfer  Restricted 
Free (Unless otherwise 

provided by AoA) 
Has no shares Has no shares 

Period of Activity Unlimited Unlimited Unlimited 

Limited: 3 years at first, 

might be extended with 

certain conditions 

Credibility  Low High Low Low 

Public Offering Not Possible Possible Not Possible Not Possible 

Public Debt Responsibility 

of Shareholders and 

Managers 

Responsible 
Not Responsible (Please 

see Section I.(i)) 
Not Responsible Not Responsible 

Income Tax Exemption No Exemption No Exemption No Exemption Exempted 

Corporate Tax Exemption No Exemption No Exemption No Exemption Exempted 
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LLC 

 

JSC 

 

BRANCH 

 

LIAISON OFFICE 

Stamp Tax in case of Share 

Certificate Transfer 
No Exemption Exempted Has no share Has no share 

Income Tax Exemption 

from the Sales of Share 

Certificates After Two Years 

as from Their Acquisition 

No Exemption Exempted Has no share Has no share 

Obligation to Hire a Lawyer Not obliged 
Obliged if the capital above 

TRY 250.000 
Not obliged Not obliged 

Registration with Data 

Controller’s Registry System 

(VERBİS) 

Obliged if company 

employs more than 50 

employees or its annual 

balance sheet is above 

TRY 25.000.000 

Obliged if company 

employs more than 50 

employees or its annual 

balance sheet is above 

TRY 25.000.000 

Headquarter Company 

resident at abroad shall 

register as foreign data 

controller. Besides, if 

branch employs more than 

50 employees or its annual 

balance sheet is above 

TRY 25.000.000, Branch 

should also register. 

Obliged if Headquarter 

Company is resident at 

abroad, as foreign data 

controller.  
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V. TAXES 

 

As a principle, taxpayers whose legal or commercial residence is in Turkey shall pay taxes on their 

income generated worldwide, except where a double taxation treaty requires otherwise. On the other 

hand, taxpayers who are not resident in Turkey shall only pay taxes based on their income generated in 

Turkey. 

 

1. Personal Income Tax 

 

Real persons' income is subject to personal income tax. Income of a real person would be salaries 

and wages, income derived from movable (such as capital investment) or immovable properties 

(such as rental) etc. As shown under the below chart, income tax rates gradually increase from 15% 

to 35% depending on the amount of the income: 

 

Income Scales 

(TRY) 

(Employment 

Income) 2022 

Rate 

Income Scales 

(TRY) (Non-

Employment 

Income) 2022 

Rate 

Up to 32.000 15% Up to 32.000 15% 

32.001 to 70.000 
TRY 4.800 for 32.000, 

and 20% for the rest 
32.001 to 70.000 

TRY 3.600 for 32.000, 

and 20% for the rest 

70.001 to 250.000 
TRY 12.400 for 70.000, 

and 27% for the rest 
70.001 to 170.000 

TRY 9.400 for 70.000, 

and 27% for the rest 

250.001 to 

880.000 

TRY 61.000 for 250.000, 

and 35% for the rest 

170.001 to 

880.000 

TRY 39.400 for 170.000, 

and 35% for the rest 

Over 880.000 
TRY 281.500 for 880.000, 

and 40% for the rest 

Over 880.000 TRY 287.900 for 880.000, 

and 40% for the rest 

 

2. Corporate Income Tax 

 

Corporate tax rate is 23% for 2022. Corporate income tax is calculated over annual fiscal profits of 

the taxpayer and each taxpayer is taxed on stand-alone basis. Tax grouping is not allowed in Turkey.  

 

3. Withholding  

 

Withholding rates vary depend on the taxable event as follows: 

 

Taxable Event Withholding Rate (Resident and Non-

resident Company) 

Dividend Distribution 10% 

Professional Fees 20% 

Construction Works in Progress 5%  

Property Rentals 20% 

 



 

7 

 

 

4. VAT 

 

Unless otherwise prescribed, standard VAT rate which applied to all supplies of goods or services 

is 18%. However, several reductions or exemptions are introduced from time to time. You may find 

VAT rates currently applied to certain goods and services as follows: 

 

(i) Basic foods: 1% 

(ii) Textiles, pharmaceutical products, medical products, books: 8% 

(iii) Food & beverages services provided by cafes, restaurants, patisseries etc., accommodation 

services provided by hotels, motels, hostels etc.: 8% 

(iv) Workplace rentals, passenger transportation etc.: 18% 

(v) Cinema, theatre, opera, ballet etc.: 18% 

 

VI. EMPLOYMENT COSTS 

 

1. Minimum Wage 

 

Minimum wage in Turkey is TRY 4.253,40 Net and TRY 5.004 Gross for 2022. You may see the 

minimum wages for the last 5 years in the following chart: 

 

Year Net  Gross 

2018 TRY 1.603 TRY 2.029 

2019 TRY 2.020 TRY 2.558 

2020 TRY 2.324 TRY 2.943 

2021 TRY 2.825,90 TRY 3.577,50 

2022 TRY 4.253,40 TRY 5.004 

 

2. Social Security Premiums 

 

Social security premium rates and respective shares of employer and employee are as follows: 

 

Insurance Type Employee Employer Total 

Disability, Old-Age, Death 9% 11% 20% 

Short-Term Insurances - 2% 2% 

General Health Insurance 5% 7,5% 12,5% 

Unemployment Insurance 1% 2% 3% 

TOTAL 15% 22,5% * 37,5 

 

* 5% of this share would be reimbursed by the Treasury as an incentive if (i) premiums would 

be paid within the statutory period, and (ii) there wouldn’t be any definite administrative penalty or 

premium debt to be paid by employer. 
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3. Total Cost of an Employee in 2022 

 

Total monthly cost of an employee who works for minimum wage in 2022 is calculated as follows: 

 

= Gross Salary (TRY 5.004) + Employer Share of the Social Security Premiums with 5% discount (TRY 775,62) + Employer Unemployment Insurance               

Premium 2% (TRY 100,08) 

= TRY 5.879,70 (Appx. USD 400-450) 

 

Please also refer to below chart indicating the details for better understanding. 
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4. Termination Compensations 

 

As per Turkish Labor Law No. 4857, employer shall pay severance and notice payments if it 

terminates the employment contract, except for termination due to just causes such as employee’s 

behaviors violating moral principles and principle of good faith such as deceiving employer, act 

against honor and dignity of the employer, sexual harassment, acts contrary to principle of loyalty, 

unjustified absence etc.  

 

These compensations wouldn’t be paid in case of resignation of employee. 

 

(i) Severance Payment 

 

As a principle, employer shall pay 1 months’ gross salary for each year of service as a 

severance payment.  

 

There’s a statutory cap for severance payment, meaning that the amount of severance 

payment corresponding a year of service cannot exceed the statutory cap. In case the gross 

salary of employee exceeds the said amount, the severance payment shall be calculated 

based on the statutory cap. 

 

For the first half of 2022 (01.01.2022 – 30.06.2022), the statutory cap is TRY 10.848,59.  

 

(ii) Notice Payment 

 

Employer who intends to terminate the employment agreement shall submit employee a 

termination notice before the termination date. Notice period is calculated based on the 

period of service as prescribed within the following chart: 

 

Period of Service Notice Period 

Less than 6 months 2 weeks 

Between 6 months – 1,5 years 4 weeks 

Between 1,5 years – 3 years 6 weeks 

More than 3 years 8 weeks 

  

Employer would either grant employee a relevant notice period, or it pays employee the 

notice payment which is basically the salary of the employee corresponding to the notice 

period. 

 

Unlike the severance payment, there is no statutory cap for notice payment. Therefore, it is 

calculated based on the actual gross monthly salary of the employee plus its transportation, 

lunch subsidy other subsidies, if any. 
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VII. DIVIDEND DISTRIBUTION 

 

Assuming that an LLC or JSC company has TRY 100.000 paid capital, and TRY 2.000.000 year-end 

profit, the dividend distribution of such company shall be calculated as follows: 

 

 Amount (TRY) Explanation 

Year-End Profit 2.000.000 Assumed 

Corporate Tax 460.000 23% as per Article 32 of Corporate Tax Law 

Net Profit 1.540.000 Distribution will be made based on net profit. 

Capital 100.000 Assumed 

First Reserve (20%) 20.000 
20% of the paid capital will be put aside as a First 

Reserve. 

First Profit Distribution 5.000 5% of the paid capital 

Remaining 1.515.000 
Net Profit (1.540.000) - [First Reserve (20.000) + 

First Distribution (5.000)] 

Second Reserve (10%) 151.500 
10% of the Remaining will be put aside as a Second 

Reserve. 

Second Profit Distribution 1.363.500 Remaining (1.515.000) - Second Reserve (151.500) 

Total Profit 1.368.500 First Profit + Second Profit 

Withholding Tax (10%) 136.850 
10% of the Total Profit shall be paid to the tax 

authority as withholding tax. 

Profit to be Distributed 1.231.650 
Total Profit (1.368.500) - Withholding Tax 

(136.850) 

 

 

Please do not hesitate to contact us if you need further information regarding the above matters. 

 

Best Regards. 

 

Selim DÜNDAR, Attorney-at-Law 

Partner 

sdundar@dundarsir.com 

mailto:sdundar@dundarsir.com

