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Capital markets

Turkey’s new capital markets law (CML) has been in effect since December 2012. Since
then, the Turkish Capital Markets Board (CMB), Turkey’s securities regulator, has been
busy promulgating secondary legislation under the CML and released a significant num-

ber of communiqués in 2013 and early 2014, thereby replacing corresponding communiqués issued
under the previous law. Below is a discussion of some of the communiqués that are of particular
relevance for foreign investors and issuers looking at Turkish capital markets.

Communiqué on Foreign Capital Markets Instruments and Depositary Receipts,
and Foreign Investment Funds 

The Communiqué on foreign capital markets instruments (Yabanci Sermaye Piyasasi Araçlari ve
Depo Sertifikalari ile Yabanci Yatirim Fonu Paylari Tebligi) sets forth, among other things, the dis-
closure rules applicable to the public offering of foreign securities and depositary receipts. It also
includes an overhaul of ongoing disclosure obligations of foreign issuers, including with respect to
financial statements and audit reports. The communiqué was issued in October 2013 and is in
effect except for most of its provisions relating to foreign investment funds, which will become
effective in July 2014.

An attractive feature of the communiqué is that it allows foreign capital markets instruments to
be denominated in Turkish liras or in a foreign currency for which the Turkish Central Bank
announces a daily exchange rate. Interest, principal and dividend payments can also be made in one
of these currencies or in Turkish liras.

With respect to disclosure requirements in offerings of foreign capital markets instruments, as a
general rule, issuers must follow the disclosure rules applicable to the issuance of corresponding or
similar instruments by Turkish issuers. There are, however, additional disclosure obligations for for-
eign capital markets instruments. For example, the foreign issuer or depository institution, as appli-
cable, must make declarations to the effect that: (i) the holders of the instruments in Turkey have
the same rights with respect to the issued securities as holders outside of Turkey; (ii) the issuance
into Turkey of the instruments, and the use of rights associated with such instruments by Turkish
holders, are not restricted by the home country of the issuer; (iii) there are no transfer restrictions
on the securities being offered; and (iv) any disputes relating to the terms of the issued instruments
and their issuance will be subject to Turkish substantive and procedural law, and that Turkish courts
will have jurisdiction over such disputes. In private placements, however, there is no requirement
to be subject to Turkish law or to the jurisdiction of Turkish courts. Disclosure must also be made
on the rules applicable to the issuer and the issued instruments in the issuer’s home country, along
with a declaration by the issuer or the depository as to compliance with applicable formational,
operational and issuance rules. The disclosure documents must also include information on any
existing exchange listings of the instruments being offered.

In addition to the disclosure obligations, foreign issuers must also submit certain documents to
the CMB as part of the offering process. These documents include, among other things, copies of
prospectuses and other offering documents issued outside of Turkey, copies of all documents to be
executed in relation to the issuance of the instruments in Turkey, and information on all parties
involved in the offering process. However, these information furnishing requirements do not apply
to private placements. A significantly costly and time consuming requirement is that all documents
required in connection with the offering of foreign capital markets instruments must be submitted
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in Turkish. The CMB would do well to relax this
requirement with respect to information fur-
nished only to the CMB and not to investors, and
accept English-language versions of such docu-
ments.

In addition to disclosure and information fur-
nishing rules during the offering process, foreign
issuers are also subject to ongoing disclosure obli-
gations. These obligations are identical to the
ongoing disclosure obligations applicable to
issuers of Turkish securities, with certain modifi-
cations and limited exemptions with respect to
financial reporting and audit requirements
(although financial statements must in any case be
presented in Turkish liras by foreign issuers), as
well as deference to the home country rules appli-
cable to financial and governance rights attached
to the securities. For example, foreign issuers are
exempt from CMB’s corporate governance and
dividend distribution requirements except in cases
deemed necessary by the CMB. Also, with respect
to tender offer rules, any home country triggering
rules that are more investor-friendly will apply
over corresponding Turkish rules.

Tender Offer Communiqué 
The Tender Offer Communiqué (Pay Alim Teklifi
Tebligi), released in January 2014, sets out the
rules applicable to mandatory and voluntary ten-
der offers.

In line with prior rules and international prac-
tice, any person or persons acting together who
acquire control of a public company’s manage-
ment (whether by a majority share acquisition or
through preferred shares) must commence a ten-
der offer for the remainder of the shares.
Exemptions to the mandatory tender offer
requirements are provided in cases, among others,
where control is acquired as a result of a voluntary
tender offer, and where control is acquired
through a contractual arrangement with the
approval of the general assembly of shareholders,
provided that dissenting shareholders were pro-
vided with redemption rights. The CMB can also
grant individual exemptions from mandatory ten-
der offer requirements in instances, among others,
where the control shares are being acquired in
order to provide financing to a public company in
financial difficulty, and where the relevant share-
holder undertakes to divest the triggering portion
of its shares, provided the shareholder has not
voted its controlling shares at any general assem-
bly meeting and has not changed the structure of
the board.

As a general rule, payment for the tendered
shares must be made in cash in Turkish liras.
However, subject to the approval of the tendering
shareholder, part or all of the payment can be
made with securities in exchange for the tendered
shares. Such securities, however, must be listed.
The CMB also has the right to request that the
tender offer price be guaranteed by a domestic
bank or other legal entity.

The tender offer period must commence with-
in two months (previously 45 days) of the event
that triggered the tender offer obligation subject
to the authority of the CMB to grant an exten-

sion. If the offer is not completed within the pre-
scribed periods, persons subject to the tender offer
obligation can be fined up to the total value of the
shares that are subject to the tender offer, and
their voting rights get suspended automatically.

A novelty of the communiqué is that it specif-
ically permits competing voluntary tender offers
by third parties. In an effort to maximise value for
minority shareholders, the communiqué provides
that if the expiration date of the competing offer
is later than that of the original offer, the original
offeror can extend its offer period to match the
expiration of the competing offer.

Squeeze-Out Communiqué 
Through the CML and the squeeze-out commu-
niqué (Ortakliktan Çikarma ve Satma Haklari
Tebligi, squeeze-outs in public companies became
possible for the first time in Turkey. Pursuant to
the communiqué, if the voting rights held by a
shareholder (or a group of shareholders acting
together) reaches 95% through a tender offer or
otherwise, then the controlling shareholder will
have the right to squeeze out the minority share-
holders.

The communiqué was released in January
2014 and will become effective in July 2014.
However, no squeeze-out rights (or corresponding
put rights) will be triggered upon the commu-
niqué’s effectiveness for shareholders already in
possession of 95% or more of a public company’s
voting rights. Instead, such shareholders will need
to make an additional purchase for the squeeze-
out right to be vested. Furthermore, the control-
ling shareholder, upon reaching 95% or making
an additional purchase, has the right to squeeze
out the minority only within a three-month peri-
od after the triggering purchase, after which peri-
od it loses the right until and unless it makes addi-
tional purchases. During the same three-month
period, the minority shareholders have the right
to put their shares to the controlling shareholder.
If used, the put must include all shares held by the
relevant minority shareholder.

For listed companies, the squeeze-out or put
price, as applicable, will be the 30-day average of
the weighted average price of the same class of
shares on the stock exchange prior to the control-
ling shareholder reaching 95% or, if already above
95%, prior to the public announcement of the
additional purchase by the controlling sharehold-
er. For non-listed companies, the price will be
determined through a valuation report.

It is worth noting that squeeze-outs and put
rights cannot be used during the first two years
after the initial listing of a company’s shares on
the stock exchange.

A new era
Most of the groundwork has now been laid for the
new era of Turkish securities regulation. It will
certainly take time for established practices to be
developed under the CML and the new commu-
niqués. For this to happen as quickly, effectively
and consistently as possible, the private securities
bar and other market participants will have to
work in harmony over the next several years and
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going forward. We must remember that the recent
legislative changes are part of Turkey’s goal to
become a more important player in international
finance. Towards that goal, further harmonisation
of laws with international and EU standards will
need to take place. Additionally, Turkey will need
to increase the diversity of financial products and
services offered to investors, strengthen the tech-
nological infrastructure available to market partic-
ipants, and promote the listing of more domestic
and foreign issuers on Borsa Istanbul. To that end,
the landmark deal signed between Borsa Istanbul
and NASDAQ OMX in December 2013, on
which the author and his firm represented Borsa
Istanbul, is a great source of excitement and antic-
ipation. Pursuant to this deal, NASDAQ OMX

will deliver its most advanced and complete set of
technologies relating to trading, clearing, market
surveillance and risk management, covering all
asset classes, as well as advisory services to Borsa
Istanbul, which aims to become a capital markets
hub for the Eurasia region.

With the help of all these legislative and infra-
structural changes, Turkish capital markets, which
are still largely untapped, are almost certainly
going to be much more active in the coming
years.

“Most of the groundwork has now been
laid for the new era of Turkish securities
regulation”

About the author
Kerem Turunç is a partner based in the Istanbul office of TURUNÇ, a
full-service corporate law firm, established in 1990, with offices in
Istanbul, Izmir and Ankara.

Turunç is an expert in international and domestic securities offerings,
with extensive experience in public and private transactions including
IPOs, secondary offerings, rights issues, high-yield and investment-grade
bonds, convertible bonds, special purpose acquisition companies
(SPACs), and block trades, representing issuers and underwriters across a
variety of jurisdictions in Europe, North America, Latin America and
Asia.

Among his many deals are HSBC’s £12.5 billion rights issue, the largest
rights issue without government support on record in the UK at the
time, and Liberty Acquisition Holdings Corp’s IPO, the first IPO by a
SPAC to exceed $1 billion. He also advises extensively on M&A
transactions. Among his numerous M&A deals is the groundbreaking
acquisition of Mey Içki by TPG Capital. Turunç also regularly advises
companies on corporate governance matters. 

Before joining TURUNÇ, he worked in the New York and London
offices of Cleary Gottlieb Steen & Hamilton.

Turunç received his JD from the University of Virginia School of Law
where he was a Dean’s Scholar, and his BA, with distinction, from Yale
University. He is an adjunct professor at Yeditepe University and has also
lectured at Harvard Law School, Kadir Has University Faculty of Law
and New York University.

Kerem Turunç
Partner, TURUNÇ

Istanbul, Turkey
T: +90 212 259 4536
F: +90 212 259 4538
E: kturunc@turunc.av.tr
W: www.turunc.av.tr



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


