RESTRICTED
MULTILATERAL TRADE MTN.TNC/W/72/Rev.2

NEGOTIATIONS 8 November 1993

Special Distribution
THE URUGUAY ROUND
(UR-93-0088)

Original: English

Trade Negotiations Committee

COMMUNICATION FROM TURKEY

Revised Conditional Offer of Turkey Concerning
Initial Commitments on Trade in Services

Revision

The following communication is circulated at the request of Turkey to the members of the
Group of Negotiations on Services.

Turkey by this revised version of its conditional offer replaces the one contained in
MTN.TNC/W/72/Rev.1 of 4 March 1992. The attached revision is based on the draft text of the
General Agreement on Trade in Services of 28 April 1992.

This offer reflects the bilateral negotiations on initial commitments which Turkey has
conducted after the issuance of the previous offer and is conditional upon, inter alia, the degree to
which other members’ offers are equivalent and mutually acceptable.

Turkey reserves its right to modify, extend or reduce this offer at any time prior to the
entry into force of the multilateral Agreement, depending on the final text of the Agreement and
its sectoral annexes as well as on the requirements resulting from ongoing regional integration
efforts. Turkey further reserves the right to correct possible technical errors or inaccuracies in its
offer.

In this offer, the classification of the services sectors and sub-sectors is based on the
Secretariat’s reference list as contained in document MTN.GNS/W/120.

Some additional clarifications and/or amendments to this offer may also be necessary if,
due primarily to time constraints or oversight, some restrictions are omitted.

The revised Turkish offer has been updated as regards terminology and classification of
sectors. Turkey addresses most measures affecting the delivery of the service by both market
access and by way of national treatment under the market access column.

In the Civil Aviation sector Turkey’s offer has been amended in accordance with the

sectoral annex. Besides, Environmental Services and Computer Services have been included in
this revised version.
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Turkish legislation related to taxation, prudential and professional competency
requirements, immigration policies, has not been listed separately in this offer.

This offer does not include or affect measures taken for the purpose of regulating entry
into, residence in or exit from Turkish territory. No changes to the Turkish Constitution, labour
market practices or to the jurisdiction over activities taking place inside Turkish territory are
contemplated as a result of the offer presented in this paper.

With respect to financial services including insurance, Turkey’s offers are subject to the
acceptance of the "Understanding” of the Annex concerning this sector by other participants and
to a satisfactory solution for the reciprocity problem. This offer has been prepared in accordance
with the "Understanding”, taking into consideration the provisions of the "Annex on Financial
Services".

If this offer were implemented, Turkey would bind all existing domestic regulations
affecting the related service sectors listed in the attached text in relation to the provisions on
market access and national treatment in Part III of the Agreement, unless otherwise indicated.

The general limitations and conditions concerning foreign investment and monopolies as
well as the general procedure on the temporary entry of personnel are enclosed herewith as
horizontal measures. The limitations beyond the ones given as horizontal measures have been
indicated under related modes of delivery in our Commitnient List.
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HORIZONTAL MEASURES

Foreign Investment

All investment to be made within the range of $50,000 and $150,000,000 by non-residents
(natural or juridical persons) through;

- the establishment of incorporated or limited liability companies,

- the purchase of shares including the portfolio investment registered under the
Foreign Investment Encouragement Law No0.6224 (portfolio investment, according
to the Article No.15-F of the Decree No.32 is subject to registration within the
framework oi the Law No.6224, if the investor desires to participate in the board
of directors or general assembly of the company, as well as to interfere in the
management of it in any other way),

- the opening of branches, and

- the creation of liaison offices,

will be authorized by the General Directorate of Foreign Capital provided that such activities are
beneficial to the economic development of Turkey, are in the areas open to the Turkish private
sector and do not entail a monopoly or special privilege. Foreign investment above $150 million
requires the approval of the Council of Ministers. A new Decree removing this limitation is
under preparation. The capital must be brought in as foreign exchange.

Authorization is required for the investments by established foreign-owned enterprises or
joint ventures i a new line of business and for participation or takeover of existing enterprises.
For the investments in the same line of business, proposals are generally approved as a matter of
course.

Foreign firms are permitted to acquire real estate in Turkey pursuant to Foreign
Investment legislation provided that the real estate to be acquired is related to the investor’s
permitted activities. However, foreign-controlled enterprises are prohibited from engaging in real
estate trading.

Horizontal measures concerning foreign investment are applicable for all sectors and sub-
sectors of the offered list. If there are any additional measures or restrictions, they are given in
the mode 3 of relevant sectors or sub-sectors.

Temporary Entry of Personnel

Unbound except for the entry and temporary stay of natural persons in the following
categories;

A. Administrative and technical personnel:

Work permits for the employment of the below defined administrative and technical
personnel of a foreign service provider in the branch, subsidiary, affiliate or representative office
are given by the relevant authorities in accordance with the Foreign Capital Legislation and the
other Laws concerning the employment of foreigners. The work permits are valid up to 2 years
and subject to renewal after then. In addition to the work permits, the Ministry of Interior gives
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residence permits for the same personnel for the periods of up to 2 years, which can be extended
parallel to the work permit renewals.

- Managers-Executives: Persons who primarily direct the organization or one of its
departments and who receive only general supervision or direction from higher-
level executives, the board of directors or the stockholders of the organization.

- Specialist: Highly qualified persons who, within an organization, are
indispensable for the provision of a specific service by reason of their knowledge
at an advanced level of expertise in the field of services, research equipment,
techniques or management of the organization.

B. Service Sellers:

It is not necessary to obtain work permits and residence permits for natural persons
(service sellers as defined below) who stay in Turkey for not more than 30 days, for the purpose
of participating in business meetings, business contract including negotiations for the sales of
services, entry into contract to sell services and visit of business establishments, or other similar
activities.

- Service Sellers: Defined as persons employed or mandated by an organization and
who stay temporarily in another signatory country in order to conclude the sale of
services on behalf of the organization which employs them or has mandated them.
Service sellers may not sell services directly to the general public.

The professional services which are assigned only to Turkish citizens by the specific laws
cannot be rendered by foreigners either as service providers or as the personnel of service
providers. On the other hand foreign citizens with Turkish origin may work in professicns which
are assigned only to Turkish citizens with the permission taken from the Ministry of Interior.
Those professions which are assigned only to Turkish citizens are given below:

1. Doctors. 2. Pharmacists. 3. Nurses. 4. Veterinarians. 5. Responsible directors of the
factories producing medicine. 6. Guides. 7. Responsible directors of private hospitals.
8. Responsible directors uf travel agencies. 9. Directors of newspapers. 10. Dentists.
11. Notaries. 12. Those personnel working in Free Trade Zones other than managers and
qualified personnel. 13. Those personnel undertaking coastal commerce and related activities.
14. Opticians. 15. Doctors, pharmacists and veterinarians dealing with laboratory services.
16. Lawyers who practice in Turkish Courts. 17. Accountants and Certified Public Accountants.

All these Horizontal Measures concerning temporary entry of natural persons to the
Turkish territory are applicable for all sectors and sub-sectors of the Turkish offer lisi. If there
are any additional measures or restrictions, they will be given in the mode 4 of relevant sectors or
sub-sectors.

Monopolies

The following sectors are closed to private investment because of the public monopolies:
postal services and f:lecommunications, railways; administration of harbour and quay; lotteries
in cash, football pools and public utilities.
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The present Turkish offer is based on the following definitions:

- UNBOUND*: Unbound due to the lack of technical feasibility.

- UNBOUND: Turkey does riot bind the existing laws and regulations affecting the
conditions of market access or national treatment.

- NONE: Other than the Horizontal Measures, no condition, qualification or restriction
regarding market access or national treatment applies.
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FINANCIAL SERVICES

With respect to financial services including insurance, this offer has been prepared in
accordance with the "Understanding”, taking into consideration the "Annex on Financial
Services".

Horizontal measures also apply to financial services sector and its sub-sectors.

ADDITIONAL HORIZONTAL MEASURES

I. Banking

Establishment of a bank which has to be in the form of a joint-stock company and opening
of the first branch of a foreign bank require authorization from the Council of Ministers.

II. Insurance

Insurance and reinsurance companies to be established in Turkey have to be in the forms
of a joint-stock or a mutual company. Establishment of an insurance and reinsurance company
and opening of the branch of a foreign insurance and reinsurance company require prior
permission of the Ministry of State, to which the Undersecretariat of Treasury and Foreign Trade
is attached. In addition to this permission, obtaining a licence for the operation of these
enterprises is needed from the Undersecretariat .

Foreign commercial presence regarding services auxiliary to insurance is permitted only
for consultancy and risk assessment services.

PRUDENTIAL MEASURES*

Banking

Foreign banks wishing to establish branches must not be prohibited from accepting
deposits and performing banking operations in their country of origin or in the countries where
they operate.

According to the Banks Act, lending limits for the branches of foreign banks are based on
branch capital rather than world-wide capital.

The establishment of domestic or foreign banks as well as the first branch of a non-
resident bank are subject to the same amount of minimum capital requirement. Acquisition or
transfer of the shares representing a ratio equal or higher than 10, 33 and 50 per cent of the
capital is subject to the authorization of the Undersecretariat of Treasury and Foreign Trade.

Opening of representative offices by foreign banks and more than 10 branches in a
calender year are subject to the permission of the Undersecretariat.

*Prudential measures are not limited to those indicated in this Section.
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Securities Market

For the establishment of capital market institutions the permission of the Capital Market
Board is required. If banks or insurance companies apply to the Board to form a mutual fund,
the opinion of the Undersecretariat of Treasury and Foreign Trade has to be obtained to finalize
the applications. Creation of branches and agencies by non-bank intermediary institutions
established in Turkey also requires the Board’s permission.

In order to participate in intermediary operations regarding the securities to be registered
by the Capital Market Board, banks and non-bank intermediary institutions must be established in
Turkey and havi to get Authorizations Certificates from Capital Market Board in accordance with
the Capital Market Law.

Intermediary institutions and investment corporations can only be established in the form
of a joint-stock company. Therefore, establishment of branches and representative offices of
foreign non-bank intermediary institutions is not permitted.

Additionally, operations of all capital market institutions are subject to the permission of
the Board. While giving such permission, the Board issues "Authorization Certificates" for the
activities to be carried out by each institution.

Authorized Institutions (Foreign Exchange Dealers)

In order to engage in activities as an authorized institution, the permission of the
Undersecretariat of Treasury and Foreign Trade must be obtained.

If non-resident legal entities engage in activities as an authorized institution by
establishing a company or participating to the existing companies as well as by opening a branch,
the document certified by the authorities of the country in which the company was incorporated is
required, showing that the company was in the business of foreign exchange trading and was not
subject to any restriction on this matter.

Authorized institutions must be incorporated in the form of a joint-stock company.
Establishment of an authorized institution and opening a branch of foreign legal entities
necessitate a minimum capital requirement which is an equal amount for both residents and non-
residents.

Insurance

Foreign insurance and reinsurance companies operating in Turkey by opening branches
must have the branch managers residing in Turkey. Insurance intermediaries must reside in
Turkey.

Foreign insurance companies wishing to establish branches must not be prohibited from
performing insurance operations in their country of origin or in the countries where they operate.

The establishment of domestic or foreign insurance companies by a real or legal person is
subject to the same amount of minimum capital requirement. Acquisition or transfer of the shares
representing a ratio equal to or higher than 10, 33 and 50 per cent of the capital is subject to the
authorization of the Undersecretariat.
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NEW FINANCIAL SERVICES

Permission to provide new financial services to the market may be subject to the existence
of, and consistency with, a regulatory framework aimed at achieving the objectives indicated in
the Financial Services Annex.

RECIPROCITY MEASURES

Opening and operation of branches of foreign banks are subject to the reciprocity
requirement. Turkey may take appropriate measures and impose more restrictions than before, if
the country of origin of the foreign bank offers to the Turkish banks less favourable competition
opportunities compared to the ones offered by Turkey.

The reciprocity measure in the field of establishment and operation of foreign insurance
companies has already been removed. Turkey reserves the right to keep reciprocity measures in
the banking services part of her financial services offer list, however, she undertakes to remove
this measure if a general consensus is reached among members.
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