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Taxes

Turkey has one of the most competitive corporate tax rates in the OECD region. The new Corporate Tax Law that was enacted on June 21st, 2006 has made some important amendments to the current applications and also included new concepts in the tax legislation. With the new Corporate Tax Law in place, Turkish corporate tax legislation now has noticeably clearer, more objective and greater harmonized provisions which are in line with international standards. 

Income Taxes 

Income taxes in Turkey are levied on all income, including domestic and foreign individuals and corporations residing in Turkey. Non-residents earning income in Turkey through employment, ownership of property, business transactions, or any other activity which generates income are also subject to taxation, but only on the income earned in Turkey. 

Corporate Tax

· Corporate tax rate is 20% (reduced tax rates are available between 2% and 15% for a certain period of time under the scope of the new invesntment incentive scheme)
· Imposed by the central government only
· All profits derived in the earning of income are included
· Taxable income = Commercial Profit - Deductibles
Deductions:
· General operating expenses (Wages, pensions, interest and royalty payments)
· Travel and related expenses
· Taxes on real property, stamp duties and various local taxes
· Depreciation
· Costs of issuing share certificates and expenses related to the registraion of an enterprise
· Losses incurred during the previous five years
· Donations 
· 100% of research and development (R &D) expenses
Withholding Tax on Dividends

Dividends distributed to non resident companies are subject to 15% witholding tax, unless the rate is reduced by an applicable bilateral double taxation treaty (DTT). For non-resident entities operating in Turkey (i.e. branches, permanent establishments) withholding tax will only be applicable on the portion of the branch profit that is transferred to the headquarters.

· As of today Turkey has DTTs with 74 countries. 
· The aim is avoidance of double taxation.
· Treaties allow and require exchange of information between the countries.
Turkey has a bilateral tax treaty with Japan, so relevant withholding tax rate on dividends is 10% if the recipient company owns at least 25% of the payer company; otherwise 15%.
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Tax Rates for Non-resident Corporations
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