10- TAXATION

Laws published for alignment with the EU acquis in the field of taxation since the publication of Council Decision of 8 March 2001 on the Accession Partnership with the Republic of Turkey are stated below. Legal approximation measures other than laws (secondary legislation) are listed in Annex 10.1 with the corresponding EU legislation

Indirect Taxes

Value Added Tax (VAT) 

Article 5(B) of Law No. 4731 (Official Gazette No.24626, 30 December 2001) provides alignment with article 14(1)(i) of the Sixth Council Directive 77/388/EEC on the VAT exemption of services affiliated with the import of goods in cases when the service costs are included in the taxable amount according to article 11(B))3)(b). Law No.4731 amended article 21(c) of the Value Added Tax Law No.3065 and exempted the supply of services affiliated with the importation of goods from VAT, where the value of such services is included in the taxable amount. Services affiliated with importation are alredy being taxed because they are included in the tax base of goods. By this amendment these kinds of services are not taxed as services so that double taxation is eliminated. Thus, full harmonisation with the provisions of article 14(l)(i) of the Directive 77/388/EEC has been achieved. 

Article 5(B) of Law No. 4731 (Official Gazette No.24626, 30 December 2001) provides alignment with Directive 86/560/EEC which was referred to by article 17(3) of the Sixth Council Directive 77/388/EEC on the harmonisation of the laws of the Member States regarding turnover taxes – arrangement for the refund of VAT to taxpayers which are not residents in the Community territory.   

Article 23 of Law No.4842 (Official Gazette No.25088, 24 April 2003) amended the VAT Law No.3065  (17)(4)(a), which is regulating some of the other transactions exempted from VAT. With this amendment, deliveries and services performed by traders of which incomes are exempted from Income Tax as well as the taxapayers taxed on a simple procedures basis are exempted from VAT. Owing to this ammendment, compliance with the fundamentals of Article 24 of the Directive 77/388/EEC was achieved.  

Excise Duties (Special Consumption Tax) 

Excise Duties Law (Law on Special Consumption Tax) No.4760 entered into force by its publication in the Official Gazette No.24783 on 12 June 2002. 16 different burdens on taxpayers, namely taxes and funds shares were eliminated with this Law and replaced by the Excise Duties Law.    

The Excise Duties Law provided alignment with the EU acquis in the following way: 

- Article 1 of the said Law regulates the taxation of products named in Lists no I, II, III and IV. Products in lists I, III are generally in line with Directives 92/83/EEC, 92/81/EEC, 92/79/EEC, 92/80/EEC and Article 1 and Article 3 of Directive 92/12/EEC with respect to comprised products and structures of products.  For example List No II covers products like cars and List 4 covers some durable goods, electronic appliances, guns, jewellery, fur etc.  List No I and III cover products like mineral oil, tobacco, cigarettes, alcohol and alcoholic beverages.  Additionally, it is regulated in this Article that products are taxed once, as is the case in the EU directives.  

- According to Article 2 of the Law, tax arises upon the delivery or importation of the products covered by the Law, as regulated by 92/12/EEC. 

- According to Article 4 of the Law, the taxpayer is the producer or importer of the products covered by the Law, as regulated by Directive 92/12/EEC. 

- According to Article 6 of the Law, products like tobacco, alcohol and alcoholic beverages and mineral oil in Lists I and III, and delivery of goods to international institutions in the context of diplomatic and consular relations are exempted from tax subject to certain conditions on the basis of reciprocity. This arrangement is in line with 92/12/EEC.     

- Article 7(1/b) of the Law regulates the exemptions, in line with the exemption provision of Directive 92/81/EEC (Article 4).  

- Article 7(6) of the Law, provides exemption for the products under customs regulation, such as provisional importation, customs warehouse, transit and products in free zone provisional warehouse. This provision is in line with the requirements of Article 5 of Directive 92/12/EEC.  

- Article 8 of the Law, authorises the Council of Ministers to postpone the tax until the final consumption of goods in cases like manufactured tobacco, cigarettes, alcohol and alcoholic beverages. Therefore, alignment with the provisions on suspension and tax warehouse implementation of Directive 92/12/EEC will be provided by a Council of Ministers Decision once Turkey becomes a Member State.   

- Article 11 of the Law regulates the taxation measures and tax base. According to this article, tax base and tax burden/ratio on cigarettes and tobacco products are in line with Directives 92/79/EEC, 92/80/EEC, 95/59/EC and 2002/10/EC which amends these three Directives. Furthermore, the tax base and tax amount for mineral oil are in line with the provisions of Directive 92/82/EEC.  

- Article 12 of the Law determines tax rates and authorises the Council of Ministers to determine taxation measures on an ad volarem basis according to alcoholic degree, place of use, types and characteristics of goods. This authorisation granted to the Council of Ministers provides the opportunity to align with the taxation measures and tax amounts of the EU for alcoholic beverages, tobacco products, cigarettes and mineral oil, including the potential changes to be made by the EU, without further amending existing laws. Alignment with Directives 92/84/EEC and 92/82/EEC will be accomplished when the Council of Ministers uses this authority.      

- According to the said Law, inward and outward implementations are identical with respect to tax amounts, tax rates, calculation of tax base, accrual and payment of tax. Therefore, there is no dicriminatory implementation between domestic and imported products.   

Direct Taxes

Corporate Income Tax 

Article 18 of the “Law Regarding Amendments in Certain Laws and Decree Laws” No.4684 (Official Gazette No.24451, 3 July 2001) dated 20 June 2001, Article 38 of  Corporate Income Tax No.5422 regulating split and share exchange and Article 39 of the same Law regulating taxation in the cases of merger and split were amended. Thus harmonisation with Directives 90/434/EEC and 9/7435/EEC has been accomplished. 

Indirect Taxes on Raising Capital 

Article 18 of  “Law Regarding Amendments in Certain Laws and Decree Laws” No.4684 provided exemption from fees and fiscal Stamp Tax on the transactions of the liquidation, merger, split, acquisition and share exchange of the companies and the transformation of an individual enterprise to a limited liability company, and exemption from Fiscal Stamp Tax of papers related to capital increase of joint stock companies, limited partnerships by shares and limited liability companies. There is no practice of indirect taxation in Turkish Tax Legislation except for the abovementioned taxes and fees charged on the raising of capital in companies, which is defined in Directive 69/335/EEC. Therefore, Turkish legislation is in line with the basic principles of Directive 69/309/EEC.   

I - PRIORITY LIST

PRIORITY 10.1 Harmonisation with EU Legislation in the field of Indirect Taxation 

Main Task 10.1.1 Harmonisation with EU Legislation in the field of VAT

Task 10.1.1.1 Tax structure 

Task  10.1.1.2 Rates 

Task  10.1.1.3 Exemptions

Main Task 10.1.2 Excise Duties

PRIORITY 10.2 Harmonisation with the EU Legislation in the field of Direct Taxation

Main Task 10. 2.1 Corporate Income Tax

Main Task 10. 2.2 Indirect Taxes on raising capital 

PRIORITY 10.3 Mutual Assistance 

II- MEASURES FOR HARMONISATION WITH EU LEGISLATION AND IMPLEMENTATION 
PRIORITY 10.1 Harmonisation with EU Legislation in the field of indirect taxation

Main Task 10.1.1 Value Added Tax(VAT)

1- Priority Description

The harmonisation of the Turkish VAT Legislation with that of the EU is amongst the priorities for Turkey, as envisaged in the Council Decision of 19 May 2003 on the Accession Partnership with the Republic of Turkey.

2- Schedule of Necessary Legislative Changes

Table 10.1.1.1

	No
	Title and Number of EU Legislation
	Title of Draft Turkish Legislation
	Responsible Institution
	Proposed date of the Approval of the Minister / Council of Ministers
	 Proposed Date of

1-Adoption by the Parliament

2-Entry into force

	Task 10.1.1.1 Tax Structure

The harmonisation with special systems which exist in part XIV. of the 6th Council Directive   77/388/EEC and arrangments regarding the transitional VAT Regime that exist in Part XVI 1 (a) will be realised within the time frames indicated in the Table.

	1
	Article 26 of the Sixth Council Directive 77/388/EEC of 17 May 1977 on the harmonisation of the laws of the Member States relating to turnover taxes - Common system of value added tax: uniform basis of assessment
	Amendment to VAT Law No 3065 
	Ministry of Finance
	
	Will be determined during the negotiation  rocess

	2
	Council Directive 94/5/EEC of 14 February 1994 supplementing the common system of value added tax and amending Directive 77/388/EEC, special arrangements applicable to second-hand goods, works of art, collectors' items and antiques
	Amendment to VAT Law No 3065
	Ministry of Finance
	
	Will be determined during the negotiation process

	
	Article 26(a) of the Council Directive 77/388/EEC 
	
	
	
	

	3
	Council Directive 91/680/EEC of 16 December 1991 supplementing the common system of value added tax and amending Directive 77/388/EEC with a view to the abolition of fiscal frontiers
	Amendment to VAT Law No 3065
	Ministry of Finance
	
	Upon accession 

	
	Title XVI Article 28 paragraph a, b, c, d, e, k, l, m, n, o, of the Council Directive 77/388/EEC 
	
	
	
	

	
	Council Directive 92/111/EEC of 14 December 1992 amending Directive 77/388/EEC and introducing simplification measures with regard to value added tax
	Amendment to VAT Law No 3065
	Ministry of Finance
	
	Upon accession 


Table 10.1.1.1 (Continued)

	No
	Title and Number of EU Legislation
	Title of Draft Turkish Legislation
	Responsible Institution
	Proposed date of the Approval of the Minister / Council of Ministers
	 Proposed Date of

1-Adoption by the Parliament

2-Entry into force

	
	Council Directive 95/7/EC of 10 April 1995 amending Directive 77/388/EEC and introducing new simplification measures with regard to value added tax - scope of certain exemptions and practical arrangements for implementing them
	Amendment to VAT Law No 3065
	Ministry of Finance
	
	Upon accession 

	4
	Council Directive 98/80/EC of 12 October 1998 supplementing the common system of value added tax and amending Directive 77/388/EEC - Special scheme for investment gold
	Amendment to VAT Law No 3065
	Ministry of Finance
	
	Will be determined during the negotiation process

	Task 10.1.1.2 Rates 

Harmonisation with Directives 92/77/EEC, 96/95/EC, 99/49/EC, 2001/44/EC and 12/3 Article of Directive 77/388/EEC is targeted.

	5
	“Products like milk, yoghurt, yoghurt juice (ayran) etc.and their aromatic and flavoured types”

Article 1, paragraph 1 of Annex H of the Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)


	Council of Ministers Decision 
	Ministry of Finance
	2003, III. Quarter
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC


	
	
	
	


Table 10.1.1.1 (Continued)

	No
	Title and Number of EU Legislation
	Title of Draft Turkish Legislation
	Responsible Institution
	Proposed date of the Approval of the Minister / Council of Ministers
	 Proposed Date of

1-Adoption by the Parliament

2-Entry into force

	6
	Pharmaceutical products of a kind normally used for health care, prevention of diseases and treatment for medical and veterinary purposes, including products used for contraception and sanitary protection

Article 1, paragraph 3 of Annex H of the Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision
	Ministry of Finance
	2004, II. Quarter
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	

	7
	 Provision of medical and dental care as well as thermal treatment in so far as these services are not exempt under Article 13 

Article 1, paragraph 16 of Annex H Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision
	Ministry of Finance
	2005, IV. Quarter
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	

	8
	Poultry and fishes with meats thereof Article 1, paragraph 1 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision
	Ministry of Finance
	Will be determined during the   negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	


Table 10.1.1.1 (Continued)

	No
	Title and Number of EU Legislation
	Title of Draft Turkish Legislation
	Responsible Institution
	Proposed date of the Approval of the Minister / Council of Ministers
	Proposed Date of

1-Adoption by the Parliament

2-Entry into force

	9
	Cat and dog foods

Article 1, paragraph 1 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision
	Ministry of Finance
	Will be determined during the   negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	

	10
	 Water supplies 

Article 1, paragraph 2 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision
	Ministry of Finance
	Will be determined during the   negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	

	11
	 Admissions to shows, theatres, circuses, fairs, amusement parks, concerts, museums, zoos, cinemas, exhibitions and similar cultural activities and reception of broadcasting services 

Article 1, paragraph 7 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision
	Ministry of Finance
	Will be determined during the   negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	


Table 10.1.1.1 (Continued)

	No
	Title and Number of EU Legislation
	Title of Draft Turkish Legislation
	Responsible Institution
	Proposed date of the Approval of the Minister / Council of Ministers
	Proposed Date of

1-Adoption by the Parliament

2-Entry into force

	12
	Supply, construction, renovation and alteration of housing provided as part of a social policy

Article 1, Paragraph 9 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates) 
	Council of Ministers Decision
	Ministry of Finance
	Will be determined during the   negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	

	13
	Dried fig, dried grape walnut, pistachio, pine nut, ground nut, sunflower seed, pumkin seed, roasted chickpeas, chestnut 

Article 1, paragraph 1 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision
	Ministry of Finance
	Will be determined during the negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	


Table 10.1.1.1 (Continued)

	No
	Title and Number of EU Legislation
	Title of Draft Turkish Legislation
	Responsible Institution
	Proposed date of the Approval of the Minister / Council of Ministers
	Proposed Date of

1-Adoption by the Parliament

2-Entry into force

	14
	Liquorice root, liquorice sap, liquorice extract, bay leaf, samak leaf, thyme, sage, oakgall, valonia, mahalleb, polostick, cunin, sesami, anise, poppy seed, hemp seed, fennel seed, broom seed and fibres and, capers, canola, tragacanth, locust beans, locust bean seed, wild apricot stone, coriender, bitter almonds, flap mushrooms, sugar beet, seedling 

Article 1, paragraph 1 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision
	Ministry of Finance
	Will be determined during the   negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	

	15
	Wheat, rye, barley, oats, maize-corn, millet, rice in the husk, soya, dry beans, dry coloured bean, dry broad beans, chickpeas-garbonzes, lentils, animals like cattle and sheep or goats (including bees) and meats and guts thereof (products made by using additives consisting of these)

Article 1, Paragraph 1 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision
	Ministry of Finance
	Will be determined during the   negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	


Table 10.1.1.1 (Continued)

	No
	Title and Number of EU Legislation
	Title of Draft Turkish Legislation
	Responsible Institution
	Proposed date of the Approval of the Minister / Council of Ministers
	Proposed Date of

1-Adoption by the Parliament

2-Entry into force

	16
	Olive oil, potatoes, dry onions and garlic

Article 1, paragraph 1 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision
	Ministry of Finance
	Will be determined during the   negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	

	17
	Accommodation provided by hotels and similar establishments including the provision of holiday accommodation, camping sites and caravan parks

Article 1, paragraph 11 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision
	Ministry of Finance
	Will be determined during the   negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	

	18
	 Admission to sporting events 

Article 1, paragraph 12 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision
	Ministry of Finance
	Will be determined during the negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	


Table 10.1.1.1 (Continued)

	No
	Title and Number of EU Legislation
	Title of Draft Turkish Legislation
	Responsible Institution
	Proposed date of the Approval of the Minister / Council of Ministers
	Proposed Date of

1-Adoption by the Parliament

2-Entry into force

	19
	Use of sporting facilities

Article 1, paragraph 13 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision
	Ministry of Finance
	Will be determined during the   negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	

	20
	Flour of wheat, breads and phyllo dough

Article 1, paragraph 1 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision
	Ministry of Finance
	Will be determined during the   negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	

	21
	Fresh fruit and vegetables deliveries to VAT taxpayers

Article 1, paragraph 1 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision
	Ministry of Finance
	Will be determined during the   negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	


Table 10.1.1.1 (Continued)

	No
	Title and Number of EU Legislation
	Title of Draft Turkish Legislation
	Responsible Institution
	Proposed date of the Approval of the Minister / Council of Ministers
	Proposed Date of

1-Adoption by the Parliament

2-Entry into force

	22
	Medical equipment, aids and other appliances normally intended to alleviate or treat disability, for the exclusive personal use of the disabled, including the repair of such goods 

Article 1, paragraph 4 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision
	Ministry of Finance
	Will be determined during the   negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	

	23
	Transport of passengers 

Artilce 1, paragraph 5 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision
	Ministry of Finance
	Will be determined during the   negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	

	24
	Newspapers and periodicals

Article 1, paragraph 6 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision
	Ministry of Finance
	Will be determined during the negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	


Table 10.1.1.1 (Continued)

	No
	Title and Number of EU Legislation
	Title of Draft Turkish Legislation
	Responsible Institution
	Proposed date of the Approval of the Minister / Council of Ministers
	Proposed Date of

1-Adoption by the Parliament

2-Entry into force

	25
	Services supplied by or royalties due to writers, composers and performing artists

Article 1, paragraph 8 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision 
	Ministry of Finance
	Will be determined during the negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	

	26
	Supplies of goods and services of a kind normally intended for use in agricultural production but excluding capital goods such as machinery or buildings

Article 1, paragraph 10 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision 
	Ministry of Finance
	Will be determined during the negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	

	27
	Services supplied by undertakers and cremation services, together with the supply of goods related thereto

Article 1, paragraph 15 of Annex H of Council Directive 92/77/EEC of 19 October 1992 supplementing the common system of value added tax and amending Directive 77/388/EEC (approximation of VAT rates)
	Council of Ministers Decision
	Ministry of Finance
	Will be determined during the negotiation process
	

	
	Article 12/3 of the Sixth Council Directive 77/388/EEC
	
	
	
	


Table 10.1.1.1 (Continued)

	No
	Title and Number of EU Legislation
	Title of  Draft Turkish Legislation
	Responsible Institution
	Proposed date of the Approval of the Minister / Council of Ministers
	Proposed Date of

1-Adoption by the Parliament

2-Entry into force

	28
	Raw and fiber cotton, cotton linters, cotton yarn waste, natural or tops wool, anbleached (angora, mohair) and greasy. 

Article 12/3-a of the Sixth Council Directive amended by article 1 of 92/77/EEC, article 4 of 92/111, article 1 of 99/49 and 96/95/EC
	Council of Ministers Decision
	Ministry of Finance
	Will be determined during the   negotiation process
	

	Task 10.1.1.3 Exemptions

Harmonisation with the provisions of the Council Directive 77/388/EEC regarding the exemptions is tragetted.

	29
	Supply of services and of goods closely linked to welfare and social security work, including those supplied by old people's homes, by bodies governed by public law 

Article 13 (A)(1)(g) of Sixth Council Directive 77/388/EEC 
	Amendment on VAT Law No.   3065  
	Ministry of Finance
	2004, II. Quarter
	1- 2004, II. Quarter

2- 2004, II. Quarter

	30
	 Betting, lotteries and other forms of gambling, subject to conditions and limitations laid down by each Member State 

Article 13 (B)(f) of Sixth Council Directive 77/388/EEC
	Amendment on VAT Law No.   3065
	Ministry of Finance
	
	Will be determined during the   negotiation process


3- Schedule of Necessary Institutional Changes 

The draft project aiming the modernisation of the tax system, which could not be finalised for the 2003 Pre-accession Financial Assistance Programme is envisaged to be finalised and submitted in 2004. The requirements in the context of this project are as follows:

Table 10.1.1.2 
	No
	Necessary Institutional Changes (Ministry of Finance)
	Period of Implementation

	1
	Training
	2005

	2
	Consultancy
	2005

	3
	Provision of equipment for strengthening of institutional capacity 
	2005


4- Financing Requirements and Sources of Financing

The financial requirements will be further determined according to the results of the aforementioned project.

Main Task 10.1.2 Excise Duties 

1- Priority Description 

The harmonisation of the Turkish Excise Duties Law with that of the EU is targeted in terms of tax ratios and compulsary exemptions as these issues have been mentioned as priority areas in the Council Decision of 19 May 2003 on the Accession Partnership Document.
2- Schedule of Necessary Legislative Changes

Table 10.1.2.1

	No
	Title and Number of EU Legislation
	Title of Draft Turkish Legislation
	Responsible Institution
	Proposed date of the Approval of the Minister / Council of Ministers
	Proposed Date of

1-Adoption by the Parliament

2-Entry into force)

	1
	Council Directive 92/83/EEC of 19 October 1992 on the harmonization of the structures of excise duties on alcohol and alcoholic beverages
	Amendment on the Excise Duties Law No.4760 
	Ministry of Finance
	
	Will be determined during the   negotiation process

	2
	Council Directive 92/84/EEC of 19 October 1992 on the approximation of the rates of excise duty on alcohol and alcoholic beverages
	
	Ministry of Finance
	2005, IV. Quarter
	


Table 10.1.2.1 (Continued)

	No
	Title and Number of EU Legislation
	Title of Draft Turkish Legislation
	Responsible Institution
	Proposed date of the Approval of the Minister / Council of Ministers
	Proposed Date of

1-Adoption by the Parliament

2-Entry into force

	3
	Commission Regulation (EC) No 2546/95 of 30 October 1995 on the mutual recognition of procedures for the complete denaturing of alcohol for the purposes of exemption from excise duty
	
	Ministry of Finance
	2005, IV. Quarter
	

	
	Commission Regulation (EC) No 2559/98 of 27 November 1998 amending Regulation (EC) No 3199/93 on the mutual recognition of procedures for the complete denaturing of alcohol for the purposes of exemption from excise duty
	
	Ministry of Finance
	2005, IV. Quarter
	

	
	Commission Regulation (EC) No 3199/93 of 22 November 1993 on the mutual recognition of procedures for the complete denaturing of alcohol for the purposes of exemption from excise duty
	
	Ministry of Finance
	2005, IV. Quarter
	

	4
	Council Directive 92/12/EEC of 25 February 1992 on the general arrangements for products subject to excise duty and on the holding, movement and monitoring of such products (harmonisation with articles 4, 11, 12, 13 15, 15(a), 16, 18, 19, 20, 21, 26 ve 26 (a) will be achieved) 
	
	Ministry of Finance
	Upon accession
	

	
	Council Directive 92/108/EEC of 14 December 1992 amending Directive 92/12/EEC on the general arrangements for products subject to excise duty and on the holding, movement and monitoring of such products and amending Directive 92/81/EEC
	
	Ministry of Finance
	Upon accession
	


Table 10.1.2.1 (Continued)

	No
	Title and Number of EU Legislation
	Title of Draft Turkish Legislation
	Responsible Institution
	Proposed date of the Approval of the Minister / Council of Ministers
	Proposed Date of

1-Adoption by the Parliament

2-Entry into force)

	
	Council Directive 94/74/EC of 22 December 1994 amending Directive 92/12/EEC on the general arrangements for products subject to excise duty and on the holding, movement and monitoring of such products, Directive 92/81/EEC on the harmonization of the structures of excise duties on mineral oils and Directive 92/82/EEC on the approximation of the rates of excise duties on mineral oils (harmonisation with arcticles 1/2, 3, 4, 5, 6) will be achieved
	
	Ministry of Finance
	Upon accession
	

	
	Commission Regulation (EC) No 31/96 of 10 January 1996 on the excise duty exemption certificate
	
	
	Upon accession
	

	
	Commission Regulation (EEC) No 2225/93 of 27 July 1993 amending Regulation (EEC) No 2719/92 on the accompanying administrative document for the movement under duty- suspension arrangements of products subject to excise duty
	
	Ministry of Finance
	Upon accession
	

	
	Commission Regulation (EEC) No 3649/92 of 17 December 1992 on a simplified accompanying document for the intra-Community movement of products subject to excise duty which have been released for consumption in the Member State of dispatch
	
	Ministry of Finance
	Upon accession
	

	
	Commission Regulation (EEC) No 2719/92 of 11 September 1992 on the accompanying administrative document for the movement under duty-suspension arrangements of products subject to excise duty
	
	Ministry of Finance
	Upon accession 
	

	5
	Article 8 of Council Directive 92/81/EEC of 19 October 1992 on the harmonisation of the structures of excise duties on mineral oils
	Amendment on the Excise Duties Law No.4760
	Ministry of Finance
	
	Will be determined during the negotiation process


3- Schedule of Necessary Institutional Changes 

The draft project aiming the modernisation of the tax system, which could not be finalised for 2003 Pre-accession Financial Assistance Programme, is envisaged to be finalised and submitted in 2004. Provision of technical assistance (training and consultancy) is envisaged in this project for the harmonisation of legislation.

Table 10.1.2.2

	No
	Necessary Institutional Changes (Ministry of Finance)
	Period of Implementation

	1
	Training and consultancy in the context of the project for the preparation of legislation in the field of taxation of the alcoholic beverages according to their degree of alcohol
	2005

	2
	Training and consultancy regarding the implementation of the regulations related with the tax warehouse system and tax postponement
	2005


4- Financing Requirements and Sources of Financing

The financial requirements will be further determined in details according to the results of the Modernisation of the Tax System Project.

PRIORITY 10.2 Harmonisation with the EU Legislation in the field of direct taxation

Main Task 10.2.1 Corporate Income Tax

1- Priority Description 

The Turkish legislation is in harmony with that of the EU to a great extent in the field of corporate income tax. The time schedule for full harmonisation in this field will be determined in the negotiation process. The scope for those who will benefit from the said Law will be reevaluated in the full harmonisation phase. 

2- Schedule of Necessary Legislative Changes

Table 10.2.1.1

	No
	Title and Number of EU Legislation
	Title of Draft Turkish Legislation
	Responsible Institution
	Proposed date of the Approval of the Minister / Council of Ministers
	Proposed Date of

1-Adoption by the Parliament

2-Entry into force

	1
	Council Directive 90/434/EEC of 23 July 1990 on the common system of taxation applicable to mergers, divisions, transfers of assets and exchanges of shares concerning companies of different Member States
	 Amendment on the Corporate Income Tax Law No.5422 
	Ministry of Finance
	
	Will be determined during the negotiation process


Table 10.2.1.1 (Continued)

	No
	Title and Number of EU Legislation
	Title of Draft Turkish Legislation
	Responsible Institution
	Proposed date of the Approval of the Minister / Council of Ministers
	Proposed Date of

1-Adoption by the Parliament

2-Entry into force

	2
	Council Directive 90/435/EEC of 23 July 1990 on the common system of taxation applicable in the case of parent companies and subsidiaries of different member states.
	Amendment on the Corporate Income Tax Law No.5422
	Ministry of Finance
	
	Will be determined during the negotiation process


3- Schedule of Necessary Institutional Changes
Institutional changes are not foreseen at this stage for this priority.

4- Financing Requirements and Sources of Financing
Financing requirements are not foreseen at this stage for this priority.

Main Task 10.2.2 2 Indirect taxes on the raising of capital  

1- Priority Description 

The Turkish legislation is in harmony with that of the EU to a great extent in the field of indirect taxes charged on the raising of capital. The time schedule for full harmonisation in this field will be determined in the negotiation process.

2- Schedule of Necessary Legislative Changes

Table 10.2.2.1

	No
	Title and Number of EU Legislation
	Title of Draft Turkish Legislation
	Responsible Institution
	Proposed date of the Approval of the Minister / Council of Ministers
	Proposed Date of

1-Adoption by the Parliament

2-Entry into force

	1
	Council Directive 69/335/EEC of 17 July 1969 concerning indirect taxes on the raising of capital
	
	Ministry of Finance
	
	Will be determined during the negotiation process


3- Schedule of Necessary Institutional Changes
Institutional changes are not foreseen at this stage for this priority.

4- Financing Requirements and Sources of Financing
Financing requirements are not foreseen at this stage for this priority.
PRIORITY 10.3 Mutual Assistance 

1- Priority Description 

The Directives 76/308/EEC, 77/794/EEC, 77/799/EEC, 218/92/EEC on the mutual assistance for the recovery of claims and institutional cooperation, are targeted to be implemented upon accession.

2- Schedule of Necessary Legislative Changes

Table 10.3.1

	No
	Title and Number of EU Legislation
	Title of Draft Turkish Legislation
	Responsible Institution
	Proposed date of the Approval of the Minister / Council of Ministers
	Proposed Date of

1-Adoption by the Parliament

2-Entry into force

	1
	Council Directive 76/308/EEC of 15 March 1976 on mutual assistance for the recovery of claims resulting from operations forming part of the system of financing the European Agricultural Guidance and Guarantee Fund, and of the agricultural levies and customs duties
	
	Ministry of Finance 
	
	Upon accession

	
	79/1071/EEC of 6 December 1979 amending Directive 76/308/EEC on mutual assistance for the recovery of claims resulting from operations forming part of the system of financing of the European Agricultural Guidance and Guarantee Fund, and of agricultural levies and customs duties
	
	Ministry of Finance 
	
	Upon accession

	
	Council Directive 92/108/EEC of 14 December 1992 amending Directive 92/12/EEC on the general arrangements for products subject to excise duty and on the holding, movement and monitoring of such products and amending Directive 92/81/EEC
	
	Ministry of Finance 
	
	Upon accession


Table 10.3.1 (Continued)

	No
	Title and Number of EU Legislation
	Title of Draft Turkish Legislation
	Responsible Institution
	Proposed date of the Approval of the Minister / Council of Ministers
	Proposed Date of

1-Adoption by the Parliament

2-Entry into force

	
	Commission Directive No 77/794/EEC of 4 November 1977 laying down detailed rules for implementing certain provisions of Directive 76/308/EEC on mutual assistance for the recovery of claims resulting from operations forming part of the system of financing the European Agricultural Guidance and Guarantee Fund, and of agricultural levies and customs duties
	
	Ministry of Finance 
	
	Upon accession

	
	Commission Directive No 85/479/EEC of 14 October 1985 amending Directive 77/794/EEC laying down detailed rules for implementing certain provisions of Directive 76/308/EEC on mutual assistance for the recovery of claims resulting from operations forming part of the system of financing the European Agricultural Guidance and Guarantee Fund, and of agricultural levies and customs duties
	
	Ministry of Finance 
	
	Upon accession

	
	Directive No 77/799/EEC of 19 November 1977 concerning mutual assistance by the competent authorities of the Member States in the field of direct and indirect taxation
	
	Ministry of Finance 
	
	Upon accession

	
	Council Directive No 79/1070/EEC of 6 December 1979 amending Directive 77/799/EEC concerning mutual assistance by the competent authorities of the Member States in the field of direct taxation
	
	Ministry of Finance 
	
	Upon accession

	
	Council Regulation (EEC) No 218/92 of 27 January 1992 on administrative cooperation in the field of indirect taxation (VAT)
	
	Ministry of Finance 
	
	Upon accession


3- Schedule of Necessary Institutional Changes 

Table 10.3.2

	No
	Necessary Institutional Changes
	Period of Implementation

	1
	Establishment of a central contact point which will be responsible for contacting Member States in the field of administrative cooperation in VAT and realisation of the necessary work for the designation of the competent aouthority
	Will be determined during the negotiation process

	2
	Establishment of the computer system which the mutual assistance and administrative cooperation requires
	Will be determined during the negotiation process


4- Financing Requirements and Sources of Financing

The draft project aiming the modernisation of the tax system, which could not be finalised for the 2003 Pre-Accession Financial Assistance Programme, is envisaged to be finalised and submitted in 2004. Detailed investment requirements and the financial resources for these investments will be determined according to the results of this project. 

Annex 10.1

Secondary legislation promulgated afted the publication of the Council Decision of 8 March 2001 on Accession Partnership with the Republic of Turkey

	Title and Number of EU Legislation
	Corresponding Turkish Legislation
	Responsible Institution
	Date and Number of the Official Gazette 

	Council Directives 92/79/EEC and 92/80/EEC of 19October 1992 and 95/59/EEC of 27November 1995
	Council of Ministers Decree No. 2003/5141 (Rate of Excise Duty to be put on cigarettes and (except for cigarettes), other tobacco goods is increased to 70.55 % of retail selling price with this Decree).
	Ministry of Finance
	08.01.2003, No. 24987 (Bis)

	Article 12 (3) (a)  of the Sixth Council Directive 77/388/EEC
	Council of Ministers’s Decree No. 2002/4480 (In order to simplify VAT rates and establish a three-level system, VAT rates  of  26% and 40% are abolished with this Decree to be valid after 1 August 2002)
	Ministry of Finance
	30.07.2002, No. 24831


1) Additionally, measures for improving the administrative capacity in the taxation field are given in the Taxation Chapter of the National Programme,  Section V.  
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