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The present report contains the analysis of current praxis of

approval procedures being in force in Turkey, concerning foreign
proposals related to various technology arrangements.

Moreover, mission findings and comments on the actual situation
in Turkey ia $his respect are also included in the report.

The two last chapters of the reposrt cover areas of potential
oconcern of the Ilurkish GCovernment in the field of regulation of
transactions related to technology transfer aa well as mission
recomnendations.

Attached to the report are several annexes who form the integral
part of the report.

The recommendations of the report are based on extensive
discuasions with Government officisls met during the mission and
draw on the experience of other developing countries who encountered
problems similar to Turkey in the area of regulation and promotion of
technology transfer.




- INTRODUCTTON

The i.overumernt of Turkey requested the United Nations Industrial
Develommenrt Orgarization (.'NIDO) to send an sxploratory mission to ‘
revicy the existing institutional and legislative machinery dealing |
with ternnoliogy transfer.

During its stay in Turkey the mission, vhich was carrid out by
. Helo Janiszewski, UNIDO staff member (TIS/ISID), has met and
discu.s8¢? .ith representatives of the Miniwiry of IndusSry and
Techr. .zv, the Mimis'ry of Pinance, the Ministry of Commerce, the
Rate Pla:: ir g Organization (SP0) and the State Investaent Bank.

Inferiinately, 1 e to the limited period of time the mission
¥e® not able to conduct consultations with representatives of Mate
Beonovic Tnterprises (public industrisl sector)and private indnsSrial.
T™e rrerent report inciuding the annexes reflects the mein decisions
apd opinions drawn from consultations with counteryarts and takes
into account views and suggestions of ™wrk. A officials.

The mission wishos to express its sinocere gratitude so the w0, ,
the Ninistry of Imdustry and Technology, the Knistry of Pinance asd j’
the Ministry of Commerce for the most useful infermetien and oriemdation |
¢iven by them. It & on this basia that the mission was sble $e formulste [
various recommerds fons and suggestions comtaised in this report.

The micsion io especially grateful to

= Wr. AGAH G'INIR - Undersecretary a$ the Maistry of Commerce
- Wr. HIKMET CETIN - Head of the Bconomic Plamiag Department, iede
Plasning Organization

= Mr. ICEM BORTUCHNE - Head of the Social Plaming Depart@ment at the
Nate Plaaning Grganisation

= Nr. NECAT TURKBAS - Deputy Undersecretary st the Niaistey of Industyy
and Techmelogy;

= Wr. UMUR URIS - Assistant Undersecretary at the Nintotry of Industry and
Teshaolegy

= Wre MRIK KIVANC ~ Doputy Director Generml of Rate Investasnt Baak




S

Nrs, BEYMAN BERTAN - Director of Manpover and Training Department ,
Rinistry of Industry and Technology

= Wr. Drahin YURT - State Planaing Organisation

Wr. WISTAPA DILCINER - Dipector of Science and Technology Jepartment
ot the Mimistry of Industry and Technology

Wre BAMARATTIN BEYAZ - D -actor of lavestment Encouragement Department,
' Ninietry eof Commerce

Wr. ORKAN DURUKAX - Deputy Director of Soience and Technology Departaent,
Nisietry of Imdustry and Technology

- ir. BOIB ~ Nead of Technelogy Sectie, Rinistry of Pimance
= Wr. TERCAN - oad of Private Foreign Capital Sectionm, Ministry of Pinance

= Wrs. AN OWORL - Departmert of Industry at the Ninistry of Industry
and Teshnology

Bre. SMAP AYDDUR - Chief of Isdustrial Property Section, Rinistry of
Industry and Technology

™e nisoion weuld aleo like to oxpress ite gratitude for the
ezcellert assistance received and evarsll oriemtation given in Ankaras

\y She NBP GPfice and in particulasr Wy the Resident Representative,
e A. BALLOW, Assistant Residemt Depresemtative, M. 3. RADOVIC and
Wrs. INCI KURNUS, Programse Offices.

Do appreciation is also given to NP Office in Askara for all
essistance and arrangenents made prier and Suring the aission.

Wader the country's Third Matiensl Develogment Plaa (1973 - 77)
ad & long-ters forecast covering a peried of 20 years, the ultimate
%l of Nrkish technological policy is te decrease the overall dependence
o foreign techaolagy and to gretually increase the local Sechnological
capabilities, those of infustry aad the research wad development
faoilities. The leng-ters plan foresees the Joining of the Buropean
Common Jarket Yy Turbey ia 1992 and for this purpose major importance
is belag sttached t0 the acceleration of industrislisation and
sodernisstion of the econeny.

Qo of She prodlens emcountered at the present and future
Planning eycles is the uneaplenest which throungh, iater alia,
Sechmslegical pelieies is to Do cemsidersdly reduced if net totally
liquideted.




For this purpose priority objectives in a sense of introduction
of capital intensive technologies and lavour intensive technologies
have deen established for certain specified industrial sectors
wvhich take due consideration to unemplayment prodlems. This policy,
however, has on a long term encountered major difficulties in the
past in a semse that industry did not necessarily fellov the Government 's
intentiors.

It is to be noted that the complex prodlems related to Sechnology
Sransfer, Sochnology adaptatien and Sechrology development, would
largely have to be solved througa s aaticmsl conscient iousneas of the
nature of these prodlems, the political sapport to solve them and the
introduction of comcrete measures for implementing s plan of action ,
in Shis field.

It should be resognised Shat fer a suwoessful and officient
regulation of pelicies in the field of techmology, Jo%n offorts are
required on the part of govermment institutions and particulasrly of
publio and private eaSerprises.

The report is divided imto three chapters
- Shapter ] covers mission findiage related te the existing
situstion in Turkey in the field of techmology inflov;

- Shapier I reviews the areas ¢f comeemn im the definition of
& governmenisl policy and stretegy is this ares;

- Shapter J1] rrovides recommeniations and suggestions for the
ocensideration of $he Turkish Govermsent for possidle action
in this field.




1. IXISTING SITUATION IN TURKEY IN TE PIELD OF INPLOW
OF POREION TECHNOLOGY - NISSION FINDINGS

le  The overall ultimate goal of the present Turkish development
policy may be described in short as joining the Buropean Common
Market by 1992,

o achieve such a target, the development Planning has been
®ubordinated in a way to enabdle Turkey 40 reach such a level of
oversll develcpaent 30 that full meabership of the Common Market
will be possidle and benefiocial $o the country.

Withia the frazework of overall developuent policy, Turkey's
Sechnological policy is oriented $owards the gradual decreamof
dependence on foreign technology and the gradu-1 increase of
indigenous technological capabilities both existing in industry
aad ir local research and development institutiions. The present
repert, due to the limited character of the sission, will deal
priserily with problems of decreasing the dependence on foreign
Sechaology.

2« Usually the inflow of foreign technolegy -~ considered also as one of
elements of foreign capital - is carried eut on the basis of special
Sovernaent regulations like the Foreign Investasnt Enscuragenent Law

n® 0824 dating back to January 18, 1954 (1) 8 vell as she Petroleunm
Lase n%® 6326 and 6937. Certain regulations ocencerning per o¢

licenciag and know-how agreemsats are oovered by she decree n° 17
relating to Invieible Transactions Notifications.

T™he empleyeent of foreign perscmnsly which in view of the
Turkish Govessment may also bring into the country oertaim know-how
or $echnology) 15 subject $o regulatiens by lawe n®® 2707 and 2880.

3o Tor the sike of olerity, o description of the existing legislation
and slninistrative procedure vill be ¢lven with partioular emphasis
m PR lusting and approval process ge isposed \y vearieus laws.

MR- -

(1) e full text of the law ie reproduced in Annex II of Shis report.




A. On the basis of the laws n®8 6224, 6326 and 26937 the foreign capital
may come to Tirkey in the form of technology as desorited for example
in article IT of law n® 6224 in the form of "intargible rights such as

licences, patent rights and trade marks and cervices", }

Because cf a special attention given to the petroleum industries !
a special leziclation has been enacted enabling investment in this
sector also 1in the form of capitalized patents, licences and know-how
(see article 3, para 30, sub-para ¢, sectiond of the law n° 6326).

“he legislative acts as above apart from enabling investment in
the form of technology inflow required the Government's approval of all
contr:c.s, subject matter of all above-mentioned laws.

The Government's approval procedure is comdbined with scrutiny and
evaluation procadure, which mgy be described in detail as follews 3 .
a8 regards the law n” 6224, & local entrepreneur is obliged to submit a ‘
special application in § copies to the concerned department of the
Ninistry of Commerce. After a preliminary evaluation ¥y the Miaistry
of Commerce the application in 4 copies is being passed alomg with the i
comments and opinions to the State Plamning Organisation for final .
assessment and recommendations. On the basis of the SPO assessment,
the Council of Hinisters issues, published in the Governsent gaseta,

a decres conoerning perticular cases, which is the formal basis fog the
start of a particular undertaking. Table n® I gives a grephical picture
of the procedure described adove.

The main ooncern of the Ninistsy of Commerce is the evaluation 7
of the project taking into account the fellowing main criteeia :

(a) The novelty of technology being brought insc $he country
(b) Increase production capaoity
j (6) HMinimum export output (usually 15 %)

e o

The PO and partiowlarly its ad hoc Foreign Investment Co-tttg.
- taking inte consideration findings of the Miaistry of Commerce -
i undertakes the detailel projest evalustion by teking into acoeunt




also the project relations and compliance with developmer:
Planning, effect on emplayment situation and economical viability
of the project. The SPO aluo undertakes certain consultations as to
the Sechnological contents of the project with respective sectorial
sinisters as well as t0 a certain degres with the Ministry of Pinance.

Because of the law provisions emadbling capitalization of
intangible rights, it is allowed $0 caloulate it on the basis of
capitalised value of technology at O-year of o given project. The
insue of the deores of the Council of Ministers usually specifies in
detail allowed rates of royalty payments to foreizn parties in
addition %0 transfer of profits. The described procedure is valid both
for perivate and publio sector industries.

As & number of public sector undertakings are being financed by
oredits obtained through the State Investment Bank, such undertakirgs
should be included in the annual investmert programe provided that at
least & 51 £ share of their capital belongs o0 the Turkish party. The
State Investsent Bank before granting any oredit ocarries ocut its
owh evaluation of the project irrespective froa sbove-mentioned
prooedure.

As wentioned wmrlier, due to the particular place the petroleun
industsy ocoupies in the Turkish industry, s special legislation has
been emacted for suok ventures. In sccordance with this legislation

applicasions are sutmitted to the Petroleun AMainistration, which after

the necessary evalustion issues respective decisions.

3¢« On the basis of the actual legislation in force in Terkey, all
per se comtrects related to aoquiring licence, patent rights, trade
narks and know-hov are subject matter of approval procedure in

accerdance with dewree n° 17 (Invisidle Transaction Notification).

Acoodingly, apprepriste applications are subaitted by would-be
Terkish licencesc 1o the NinisSry of Pinance, which after consultation
with She Riaistry of Indusiry and Technology (respectively Ministry




of Agriculture or Ministry of Heelth) approves or rejects particu'ar
transactiorse Table TI shows a graphical picture of the approval

procedure in detail.

Aithin the Miristry of Finance, its Division of Poreign Bconomical
Relations carries out financial analysie of all submitted azreementa.
Its areas of concern are considerations of rate of exchange applicadble
on payments and availibity of foreign currencies. In addition %o
this general consideration, there exists a detailed checklist sooerding
to which each contract is being scrutinised. The following criteria
are beir ; applied andi scrutinised in such evaluations

- The period of agreements should not exceed 5 years (for extensionm,
the upyroval of the responsible authoritics should be eought ).

=  The royalty rate should mot be more than 4% gross.

- The agr ement should be implemented ia accordance with the
Turkish Law,

- No l.mp payment should be mede.

- Taxes and other dues ars to be paid in Turkey frem the reyally
emounts by th: Licencor.

- The current rate of exchange theuld be applicable at the time of
transfer (no guarantes of rate of exchangs).
- Payments ehould be made in one of the cenvertidle ourrencies.

- The loce) firm should comtinue production without She use of
foreign regisiered mark after the ternination of the agreenent .

- The know-how should not be limited to certsin restricted fields
but also include possible improvements over the poried of the
agreoment .

- The sale of the product, preduced im Nrkay uader licence
sheuld not hav) uny export limisations.

- The licencor warranstees should inolude provisions that the
production by the licemces is cf the same quality as that of the
licensor.




- The net :.les price should be taken as the base for compitation
of rayalties and all packaging, transportation, insurance, reductior,
eXpenses, taxviy, import price should be deducted from this.

- The technicians of the licemsor visiting Turkey should rno: be
paid extra, that is in addition to sseommedation, dailly subsistance
and transpesrtation, expeases,

- In case of conflicts arbitration of $he Paris Internation=al
Chasber of Cemmerce sheuld de ssught.

IS is the usual praxis of the Division te cemsult with the
imerestied party the certain conditiens of the evalvated centract.
Ucensing fees are sudject matter of 23 taz deducted frem payments due
te the foreign licenser.

6. The Ninistry of Indus'ry and Techmology and in particular its
Industrial Departmeat carries out the Bulk of ecosomic and technical
screcning of the agreementis. lere, in cemsultation with the Science

and Technolegy Departaent asd the Industrial Property Sectien a techrizal
screening 18 being made as well as the ecencmical evaluation of the
oontrest. The intermal guidslines (uapudlished) have been elaborated to
scrutinise the contrects and are divided iamto 3 main groups + The

Goneral evaluation takes the following elements inte consideration :

(a) Wrether sinilar technolegy is already deing eperated ia the
‘ coumtry;
(b) Bevelty of the techmolagy, subject matter of the agressents;

(s) Wlue-etded facters in terme of foreign ex"hange earaings,
maapover and incess creatien facters;

(4) Sare of foreign iap-ts ta tetal eutput of & partioular project.

The follewing group of provisions are ia primciple not allowed
in the contrects

(a) Bxpert 1imitations;
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(b) Tied-in provisions;

(¢) Price fixing of final and intermediate product previsiens;
(d) Annual minimum royalty provisions;

(e) Excess of payments in relatiom to the value of technolegy:

(f) Limited utilization of local raw material, spare parts and
compcnents (unjustified quality contro. arrangesents );

(g) Limitation on production and export quantities;

(h) Limitation on use of technology after expiration of
agreenents;

(i) One-sided grantback provisions;

(1) Lack of licensor's mrrantess as t¢ validity of mtents and
third party infringement;

(k) Limitation on trademark use;

(1) Other provisions related to the mture of agreenents.

The other group consists of fellwing provieions, vhich in
principle should be included 4n all agreenents |

(a) Duration of contraets shewld ia wineiple net exoeed S years;

(b) Liocensor should warreat the validity of patents and the
defence against Shird party imfrisgemests;

(¢) Bach party should lave the right t¢ teraiante o sentrent
prior to notification;

(4) Maxissl royaity rete ®t 3 en met sales;

(o) Licensor should guarastes the same quality of predusts
manufactured by the xtcdm

(f) Preference is given to the 130enser with large astwerk of
licencees. When comparing the check 1ist of the Raistey
of Pimance with Shat of the Rinisiry of Industsy and Techaslogy, i
the sinilarities are ebvious.




7. As might De seen from the above review of the legislative
and miainnuvi procedures prevailing actually in the country,
there exists in principle relatively droad iam scope a legislative
basis enabdbling the Covernment to Play a regulatory role in the
process of flow of foreign technology imto the country.

According teo the mission's epinion, there isy however, some

! degree of incomsistency regardiag two sets of legislation (ome
ceveriag technology contracts eemeu stricto and the other related to
techaclogy contracts ia ths frame of foreign investaent ), which
lsssems the efficiency of the systea considerably.

Secendly, the evaluation and adainistrativs procedures of the
oontracts are accordiagly sudjected to separats analyses without much
isterlinkags and therefore does not guarantee offective and consistent
desisions.

T™he mission was able to reviev ths amourt of applications
precesses at each govermmental department concerned as well as
Raffing. In addition, ths missicn was €iven some iaformation as
te the administration and information - referemce system applied.

2able 11

! STAPPING AND PROCESSED APPLICATIONS BY ALL GOYERNMENTAL
DEPARTIENTS CONCERNED WITH SCARENING OF TECMNOLOGY |

Basbher of Fumber of '

Bvaluations Prefessionals
REL YN
1. PAATION BoDIZS
1. Fereign Boonomics Rslatiems Division 60 - 70 S
2. Industries Departaent es 100 6 i
Jo Ivestasnt and Mscuragement . ’
Departuent - 3 8 :
4. M~hec Poreign Investammt
OCommitt oo »ot aveiladle J-4 (7)
S¢.APC b 4-0 (7)
1. CORULTATION povigy
1. Infustirial Preperty Sectien ?

2. Ssiente and Teshnelegy Departocnt )
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9+ Qemerally, the aveilalble records of agreements precessed
g0 tack to 1909-70 - with simple cross referemce systems os
regards tho licencee and sudbject matter of t)e agroanent .

The Science and Technology Departmeat is among other things
in ocharge of maintaining working contacts wii.. TUBITAK (Scieatific
and Techaical Research Council) aad TURD(K (Turkish Decumentatioen
Centre) as well as with ether research eeatres ia order te be kept
updated on the mewest developments in all techmolegical fields and
with the evaluatien bodies respectively.

Ne offorts have, Nowever, been made t0 incresse the dipect
access of evaluating bodies to information centres, particularly
abroad .

There is also a rather liaited, if axny, exchange of infermation
betweon aystems of evaluations mads at the Industry Dopartemmt, the
Investmezt aad Emceuragement Departaeat a8 well a8 the relevaat dspart-
Sents of the Minigtzy of Nealth, the Riaistry of Agrisulture asé the
Petreleun Adainistration, which ia the reeult of lack of adeguate intes-
linkage anong governaneat ageacies.

10. No effort has been observed as 10 proastions] and inforeation
services available to industry both private and pdlie W
govermmental bodies concerned with the approval aad evaluating
precedares.

T™he internal guidelines and checklists as dessrided adeve
are developed on the dasis of experiense of the departments
thaolm-uusombmombulmwnwo
dopartaests.

Aocerdirg to the aission' s findings, ne offort has deen
mde for analytical and research studies aised tewards the
slaboration of generally applicadle sesterial evaluwstien nethodology
vhich night be applied in a wystemstic vag by a1l goversmental
dopartaeats concerned.




11« The guidelines and checkliste as presented are of pretty
goneral nature withoul much scieatific and andlytical support and
therefore though they serve in s limited degres its purposs,

thay cam hard)y be considered as & useful and offective tool

for Sheorough and in depth financisl, ecomomical and technical
WMelysis of sgresments. The agresments are sub)ect matter of
screeming procodures, which dus to limited experienced staff lack
he im—depth nethodology, which should support specific objectives
of techmological policy of the Govermment .

The majerity of the mission’s counterparts comented adout
lack of access toupao-dse information on methodology on economical,
ftechnicel ani financial analysis of licencing and know-how
agreements. It seems that knowledge of this sudbject withim the
isdustry 10 ovea far lower,

II = BAIN AREAS OP CONCERN IN THE RSCULATORY ROLE OF GOVERNMENT
IN THE PROCESS OF PORBICN TECHMNOLOGY INFLOW

s On the tusis of knowledge ani experience socoumulated 3o

far 18 19 poesidle t0 say that transfer of techmelogy policy should
be subepdinated t0 overell cccnenic amd secial develepment
hjestives. Yot sush an euplicit peliay may take into comsideration
ouch fiels a8 ciemce, econceics, emplayment, education and
iadustry . '

In summary, the fermulaties and implementation of Sechnology
foensf'er policy should be oriented towards the fouumc main

objestives

(a) A sere officiont process for the selection of foreign
Seclmelegy

() The development of mgotiating skills cemducive to obtain
Setter contvactual contitions:

(o) A sore efficient prosess for the adaptation and absorption

of w Sechnolegy;
(@) The gredval development and ereation of loocal Sechnological

cagabilitien.




To achieve these objectives, the wission wishes to
recomnend for considerstion of the Turkish Government the
introduction of explicit, regulator’ and promotional measures

in the field of technology transfar, which will include amore

ot' rs the consolidatior of furctions of exigtine goverpmanta!l

briie8 into ore central et‘f‘iciogt orgarizatlon.

It should be stressed that an adejuate strategy will call
for institutional support and Government guidance in order to
enable local enterprises to become more afficient and to
er2du..ly achieve a degree o* self-reliance. In addition to the
fra: owork of the transfer of technology policy, there will be
& r.ceu to identify the reqiirements of the local entrepreneurs
and to differentiate the various types of industries within the
ceurtry, imcluding 3

() State sconomic entcrprises

(b) Large private national enterprises

(c) Small and medium national enterprises
(d) Pereign subsidiaries or joint ventures

13. Teking as s basie the objectives outlined previously, the

nission wishes to suggest the reorganization apd oonsolidgtion

of ctione of eximti v t cies int organisation

thgt would have the sola romﬂbilitig in the ‘g“own’ areas :
A, Sohctig, of tox'oin. tccmglgi!g :

The mission acinowledges the existench of Government skills
in the negotiation of foreign proposals in the industrial
field. The responeibility of this lies at present with the
Ministzy of Industry and Technology, the Minietry of Commerce,
the Minisiry of Pinance, the State Planning Organisation and
the Petroleun Mainistration. On the other hamd, it was
posaible to asertain that this experience is up to a certain
degree kept within limits and withous much interexchange
between particular organiszations. It is suggested that the ecope
of respousibilities of the cenral government agency will
include such agreements whers the main nbjective relates to ;

Ao AN . A

e e
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1. Use or exploitation of trade-marks; |

ife Use or exploitation of patents;

tii. Use or exploitation of secret non-patented know-now;

ive Technical information in fore of plans, diasramnes,
models, operating manuals, formulas, specification ard
$raining of personrel

Ve Consultiig agreemente of any type;

vi,. Supply of basic or detailed engineoring

viie Maragement or administrative systems;

vitie. Franchising azreements.

For ths sake of clarity certain definitions concerning
the scops of international licencing agreemerts are presented
in Annex I of the present report.

T™he identification of international sources of supply for
technology will require support of information fecilities in order
$0 maintain ard update the reservoir of techrical data on available
procese or products which are of partiocular interest to industry.

Purthermore, evaluation of alternate technologies will certainly
require ths strengthening of the evaluating capabilities of such a
contral agency. Government institutions should also have to assist
ghe productive units in the country improving their ~apabilities
for evaluatipr and negotigting various contractysl provisions. It
should be underlired that proper co-ordination among responsible
institutions working in this area is essential in order to reach

e solutiom which is both techmnically and economically sound. In this
light the upgrading of technical ekills through adequate training
programmes at the planning and implementation stages of the project
is of particuler importance.

oven of pegotiating ol

Thes niasion vas abls te ascertain that at present there are no
explicit polioies for the regulation of technological transactions
in an offective and co-ordinated mammer. Frcm the experience of
other countries, in partiocular Bresil and Mexico, it was found that
the absence of specific polioies amd institutions to deal with the
soreening and approval of fereign licenciag proposals generally results
in undssirable contractual arrangements due to weaker bargaining
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pPcuity n of recipromt enterprises in thoue countries. Purther-
oL@, Withoit tha proper guilance many techniea) collaboration
And services azgreements are contracted without due conmideration
“0 the top priorities of the country. Drawing further from the
experience of these countries. as well as highly industrialized
courtries like Japan, it should be recognised that Jocal entep-
ri1ses hoth public and tvate cent e

not ounly for the imyloment‘tion of speeaific proacts bus also in

the decxsmn—nakirg procezg to f‘gmhzo pcgginv arrangements.

I this context the mission wishes to recommend the need

fcr development guidelines for the acceptance of technology

transaciion with foreigr enterprises and the el for the Govermaent
to provide ﬂid'l"ﬂ!l and "nnitutim,_l suppopt to Huzm the
usotia’.ip‘ skill ﬂ :ﬁimat camnl.

As mentioned earlier, the ragulatory functions of the central

agency would have to be comple.iented by pot lols immrtnt

Promotional efforts to uately 0 () import of techroi

in priority sgczors of the gconomye It should be noted that the
introduction and successful implementation of a regulatory policy
in the field of technology would pequire the highest Government
support at the political and institutional level.

Criterig f h 0 c 8

The nission wishes to submit for consideration of the
Jovermment troad guidelines fer the acssptance or dental of
international licencing proposals as well as some rocemmendations
concerning ihe methodoloagy thes aay be iutroduced fer this
purpose and to highlight some of the sspects that require sttemtion
from the prrt of the Government agency dealing vwith these matters.

Purthermore; the mission resommends 4o und erdake iaportant
additional vork im Shia field prefaradly coupled with expawt
aswistance from UNIDO in ander $o assist in $he definition of
methodology and oriteria for evhluation

oo oo e oM il % . il O A < ol
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These ars prelisminary suggestions and ¥y their nature not
exhaustive,

The work of a rasponsirle body within the govermment in the
area of scrutiny and appraisal of tachnology agreements calls fop a
sultidisciplinary approach ard should be provided in an integrated
sanner.

The degree of authority to be invested in the government agency
will have to be properly defined, and foreign proposals would have to
be submitted to a detailed legal, economic, financial and technical
scrutiny.

The purpose of this evaluation is not only to ascertain $hat
contrects comply with all related legal previsions existing in the
count?y as i$ took place so far, dbut also to oritically evaluate, if
the technology or services as wsll as the obligations and responsibilities
to the parties, are acceptable both, to the recipient enterprise and
%o the Nurkish economy. '

In addition to legislative acts enumerated earlier, a number of
Juridical amd administrative provisions existing in the country require
special sttentiom, i.e. industrial property legiclation and fiscal
and tariff poliojes, etc..

An impertant aspect that requires further consideration from the
part of the govarmment will be to explicitly define the conditions
under which $echmelogy transfer arrangemests into Turkey can be
conc luded.

In line with the above, two important requirements were
fdentified

1. et all agreoments imvelving the transfer of techaioal knmow-
how, seevioes and other kinds of imtellectual property (imvolvine
feveign oquity partieipation or not) would de reviewsd by a
cenpetent body within the Minivtry € Indusiry amd Technology.
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That spocific Zuidelinas for imternal use should be developed.

Some of the bamric elements to be incorporated in those guidelines

are lescribed below :

- forvign licencing arrangements phould include a provision
whereby thc recipient enterprise or the Government of Turkey
could acquire explicit rights to the use and exploitation of the
teohnology licenced, and the period of these rights should be
clearly specified in the agreements.

- "Prior disclosure® of technoiogy from potential licemsor L)
licencee should be encouraged so that the government agemcy and
the recipient enterprise could judgo upon the suitadility of
Lhe know-how and ascertain the type of improvements and services
required for the implementation of & specific project.

-  1n order to properly evaluat foreign propossls, the agresment
should clearly define the mein features of She process or produot
t0 be licenced.

-  In cases, where the licencee is mainly acquiring the right
te practice a process, the term know-how should ba clearly
expressed and defined in the agresaent. In this connexion, the
comoept of "technical inforsation" and/or "technioal services®
should only be treated as a complemest to She know-how. Simiiar
oonsiderat ions concerning a more explicit definition of the
"field of use” will be important.

-~  The renunerstion for the various elements of a con$ract is

te be related $0 the most essemtial compcueat of the licencing
agreenent in order to properly ascertain the value of She licensor's
oontributica.

«  Whenever various elemests are involved in a Sechaslogy

agrecasnt, each ene sheuld be eelugted separately and the correspond-
ing remunerstion deternined) not only %o ascertain the relative

value of each, bus also to provide $he basis for Mminﬁu the
licenser's responsibility concerning performance in sy of Shess
lluolh.
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- In projects of opecial importance, the concept of net
present value should be introduced as a tool for evaluating the
remuneration, together with other economic ard technical
considerations.

~ Where the uain element of an agreenent relates to ar

industrial process, she licanser should provide process performance
guwranties and/or warrasties, as applicable, in crder to critically
identify its adequacy.

~ Process guaranties should be covered by the licensor's l
fimancial responaibility and his liability would have to te ‘
in close relation to the value of know-how.

=  Whete process guaranties or warrantiss are negotiated, provisions
should be made for the licensor's W by
introducing certain provisions for process correction. If the option
to pay liquidated damages is available, there should be a

provision for licensse to exercise this right in an indeverdent
asMnner .

= On aslective basis a "most favoured licencee ¢ lause”
should de incorporated in agreements related to new teshaologies,
%o compensate the licences in the evemt that in future the licensor

licemmes his know-how to a third party in another country on a more
favourable basie.

=~ 7o ensure a dynamic flow of information between the licensor
ond the lic.1see during the life of the agreement. This sheuld
provid e for the licencee's scoess $0 the lisenser's plants and
related MD fuellities.

= Obbain thet the lioensor Laferms the licences on *“{aprovement s

of Soshaelogy® ani eaoure that the licenses has the opiion S0 use

Suoh fagrovenonts commeretally, including those, that are not |
ssmercially pravtised \y the lioenser.




T odeine tno ko oa-tow licensed; as tho know-how i1n use or
in po.itaon U, the licens r during the 1ife of the agreament in
crder t¢ revant arbitrary ceparation of know-r.ow from procsss

JMEproverons e

Coac roing paid-up licencee, it would be in the interest of
the re1p.ent company 1n Turkay to extend the duraSion period of
the a rec-ant to the maximum possi:le, as the licensor's new

technica, inforwation could be acquired withnut {urther compensatior.

" r:1c £ Lutlined abtove, are only descriptive amd

Ty t .o nighlirat some areas of concern from the

ac iev rrament. These provisions could aesist in

atva rl> ; oma ot the lolluwing results

- Y T2 ccutinious and efficient transfer of know-how
1rer ow Jurgiss vazensor 10 a licencee in Iurkey;

-~ that t..e recipient company acqiires the technology with
et e - cviedge o7 all tne critical and compctitive aspects,

g that .t san muster 1ts operation;

~ tnat & olear definition eof "know-how", "technical infermstion",
etc. is inc rporated in contrecss;

-  that r¢ .cneratioa to the foreign licensor is deternined
in relatior to the main elements that form the licensing trame-
aotions (i.es kr ow-how, patests, etc.);

— that ‘he rem neretion amd othee forms of compamiation bear &
close 1e:aiinusnip S0 the technology er sepvices asqQuired, amd
i keo ir line with international norms in specifioc seotersy

P

= éhat the pecipient company in TNpkey 40 sdequaliely oriemted
cems~~nl..- the technical performancse of prevesses threugh the
introduction of explicit presess guareaties and/or warremties;
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- that the agreemant clearly specifies the responsibilities
of thn foreigr Yicensor and the recipient company, in achieving
performan-a of the technology;

- that the recipient company in Turkey will be able %o
offectively crerata in the market-place by negotiating all
technolog; azpects relatod thereto;

= that a dynamic flow of information on technolozical improvemants
is secured;

- that the absorption of the techmology occurs within a
reasonsble period of time;

= that the recipient company in Turkey will be in a position to
efficiently operate the plant after the agreament ends.

Bvplustion apd Payment for Technology

An important element in the evaluation apnd negotiation of foreign
technolegy proposals is the paymest for technology. This question
is dependent on tae soepe of technical know-how or services to
%e required : The criteria for its anslysis will have to be
developed over a certain periocd of time. Nevertheless because
his 10 an issue of special ispertamee for the fusure work, various
oonsideretions are presented in order to highlight certain features
and possible requirements a$ the governmemtal level.

¢ should bo recegnised that the evalustion of she cost of
techuolegy or serviees is a oomplex emercice. Hewever, ene of
he main respowsivilitios of the cembral govermment agemoy would
e to develop the necessary skills t¢ judge the direct cost of
Jioemcing tremsactions and its effect upon the matiomal economy .
Drawing upon the experience of other developing countries in this
area, two basical sonsiderations emerged :
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e e Lhg v o view of the recipisnt company the rate of
comperiiatieor 1s normally determined on the tasis of a cost

bepefit aralysis at the enterprise level.

ile Prom the (o1t of view of economy, additional to the cost benefi:
triteria at the level of the enterprise, it ia important to judge
ipcu tie cost of technciogy in relatiom to ita value adding
potentia’ly that 1s upurading local capadbilities, emplaymeat of

labour, toreign exchinge and fiscal considerationa etc..

™ s~ -sa- ag most complicated in visw of the fact
' * tne mew ventures the aralysis of cost and profit

. »~d invoive a certain amount of risk. What is
or rtev. . Jhoo atier still further is that the remunsration
«.ote oo oarcd thre gh different modalities such a® runnirg royalties,

RETEENt - . fee3y, aid-up licencing fees or a coambinmation

Yariog M orect ~onvenient form of looking at royalties is
to corc=i'ar . a1 .3 lirensor's share of licensSee's profit. In
fact, . .o, "ty or prafit would be the simplest form of

comperisntion sua* ant were it not for the difficulty of
defir.rz prof. '+ Royalties on sales and production cgn be looked
apon a-. deri. | erpressisne of the profit criterion. Thusy sales

]
~:
|
i

royal:s ¢:n 2 Yo, 1 pon as follows :

T

Licanzor's irol1t « sales rayalty = Lioce rofit * Li:.nc:o

Licencea's .ales valae Liocences profit ~Rrofit
Licencoe
sales value

Thusy if tic licensor wants a 208 share of the licemcee's profit
and the iicencae's profit is estimated (by the licensor) st 30%
of malns, ais royalty rate qp.cm.m would be “.
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Similarly, royalty on product-unit could be seen as :

- kicemsor profit Licencee profit
Licencee profit Jnit product

Royalty on product
Sales royalties preponderate in licencirg agresmants brecause
the licensor can betterestimate licencoe’s profit-on-cales than
on unit product. For unit-product royalties, tha licercor's trend
is to first work out the sales royalty and then darive fror it

product-unit royalty.

The licencor's expectation of royalty is also in terms of the
length of time involved - the duration period of the agreenment .,
In the sales-royalty calculation made above, the ¢’ royalty ray
only hold for a 10 year period with plant operating at 100 of

designed capacity. Hiowever, in regulated technologs programnmes,
the Government is equally irterested in knowing the cost of the
technology over the duration of the agreement (for this is
expenditure of foreign exchange).

Bstablishing the absolute cost of technolog and relating
it to industry norms becomes a necessary part of the Government's
regulatory exercise. Where there is a deviation from "{ndustry
nornl"; specific "tests” need to be applied to the transaoted
technology, such as raw material savings, export-earnings, eto.
to determine i%s allowability.

Where the licensor applies & straight-forward fixed-fee to
the technolozy (as often happens in ohemical process technology),
its absolute cost becomes evident but the difficulty introduced
is i3s comparability to "industry norms” which are ususlly term-
rayalties. The question arises : what is the acoeptance criteria
to be used for fixed fees, paid-up fees, "ocut~off™ fees, etc..
Where the liocemsor app'ies "running royalty® (Serm royalty),
ocoaparison to “industry norme” becomes easicr. However, the
absolute cost cf She techmology becomes diffioult to establish.

" 1% 18 the pecoumendation here that the concept of Net Present
Value (WPY) be used, for coaverting term-rayalties to paid-up
raydlides ant vice-viess.

v ¥ o
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NPV 1 oesserntially Crem the  ompouind interest formula ¢

R=Rom(l ) n

L
100

wlere,

R = royalty paymont made in n-th , ear
Ro= P, of Tavire royalty, paymnts
r = discc riing rate

n = year {rpoa "zerio-voar” orn which paymert is received

For examcla, if the £-11~wing ia ‘ha sales forecast and royalty

bay o6LL 1iald oty Lioa fesear certract at 3, royalt on sales

1979 1476 1977 1978 1979 1030

Sales va. ie

(1000 3) 100 150 200 750 0 250
Royalt,

payaents(FY 3.0 4.5 5.0 7.5 7.5 1.5
(020 3)

The 1979 iiPY for each vasmert at a 10° (r=10) discount factor is g

¥ 1% 1977 1918 1979 1%8¢
NPV ('0003) 3.0 372 4.5 Sl 4.15 4.3%

The "paid-up" assessment of royalty, in terms of 1979 value, {s
thus § 25,320 against the undiscounted payment of § 36,000.

The NPV assessmant method can be ured to pgyerse the process,
thus obtaining the term-royalty equivalsnt of a fixed fee.

The applicable formula would be !

B = RO(1+k) "
100

Where, R = undiscounted toSal royalty paysest ever curetim
of contract = S.t.

Paid~up fee, fixed fee, etc.
= discouating rate, (10 if rate is 10%)
= term of agreement, yeusr

ﬂﬂﬁg

s S.t. vhere,

£ = aggregato sales value over contreot peried
of n years
. t = averagg rayalty rate (1o be delernined)
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Trusy 1f 5 2,, > were the fired fee on a 6-ycar contract whapre:,
azgregate salas valie is 3 1,200,000 and K = 104 (disenint factor),
the form:la wonld he re-arxpressed Yy :

(1,200,000) (t) = 29,320 (1 » g) 6. in which case
i .

$ = ,7¥ = average royalty rate

18 48 important to note that in the reversiag process "t" does

pot equal 1% (of the first example) because "t" here is an

Svera’e royal:, rate and assumes that royally ircome will be

(or i3} t: ¢ £.u8 1. every year of the contract i.e. a plant operataed
% caracity, roumor in the process irdustries.

The M7 vrlue of a licence fee can then be gauged against licances
fnvest: .y lii: ce's sales over duration of agreemers:, stc.

¢4 18 currenty o2ing done with uadiscounted rayalties.

fapityiac. in‘.ar‘ibh P!‘_h."

™e predent 'cgislation existing in Turkey ailotu the
importatior. of for - ign capital alse in the form of capitalised
isa.gible r.guts.

S0 far the ;resent praxis was that the value of capital
‘n She form of eap.talised intangitle righte has deen calculated
on $he dasie of the valie of techaslegy or know-how a8 a O-year
of & given Jweject. It seems, hewever, - as has been proved by
the experienco of other developing countries, that capitalisation
of intangible rights Veing a complex question has both positive
sad negetiv. aspects. T™he positive slements may occur whea local
cenpaniss 40 a0t have access e do et have fisancial reseurces
fo finencing a riven industrial undertaking. Semetines alee
‘iner Sechnologing 1re available enly from eme seurce, there is no
other ehoice as ts agree to equity part:cipation vhere foreign
capital is broutht in o form of capitali-ed know-"ewe On oe@trin pr:: - -
capitalisation of the kaow=tew mar 72329 v2 .3 & desirable con
e 38 SOCLIY LPENLAP ILVOIVERUNL < . S LIWRSAT L 5 ;4 g -
fiold apd fcr an arsured jeriod of tir:. r She odher rasd. RIWaver, it
msher of instances capitalisstion of know-hew may lead as & final offect
te emsessive saymenie for teshnolegy.




A situation as this occurs usually becaise of depreciation

of the real value of technology in the course of time on one
hand, ari on ‘he otler becains of increise of the shares value
over the same pariod of time. Therefere if, let's say, the value
of techrnlogy at tra O-year of a projuct has been estimgted at
500,000 U2$ ard this kncw-'cw has been caritalised for ﬁuity
oapital constituting 50) of the total carital, such a siSwation
holds orly for the O-year of the rroeject. The real value of tachnoloyy
in the, let's say, 7th year of ths project will be some 200 eor
300,000 $, while at the same t1me the real value of the 30K of
the jJo. © “4pi%al of the company may raach some 7 or 800,000 §.
Tabta o VI reproliced below shows clearly ths situation
des:ribed arove.

Capitalizatior of irtangible rights is therefore of o
varticular in;ortance and beiongs to the moss complicated 1seues,
sarticalarl: J4hen an extansziem of a project is foreseen im the form
of capitilizatio: of imtangibie rights supposed to increase the
~apital of a given companye.

I11 - ECAMZIDATIONS POR VARIGUS ACTIONS IN ™B PIRLD OF
TRANSPER (P TECHNOLOOY

Withia the franewerk of previously descrided findiags and areas ot

oenoefn, the nission wishes to recommend fer considerstiion of the
Tarkish Covernment the following 3

1.

™e need for :he sstadlishment of o eemtral agengy fer the
regulsticn and prometion of fereign Sechaslegicsl and lilsemeing
trensactions.

Sush an agenny sheuld sembine the emisting fesilities sad
agenstes in the Governmest and 8ight bo lesgted ot the Miniotry
of Iabdusiry and Technelegy. Table IV shews fer the cessideresicn
of %he Govermment the erganisations] lag-ewt of such a ceptyal
ovaluabing genay. It is sirengly recommended Shat the ceniral
regulating agency vill cemselidate emisting funstions of departamis




of SPO, Ministry of Pinance, Minietry of Cosmerce and Ministry of
Industry and Techmolegy. e central agemoy once it starts

functioning and oconsisting of staff from all above-nent i oned departaents,
will assume total respomsidbilities of valusting, screening and
approving of agreements related to technology transfer. It should

be mertioned that specific UNIDO assistance may bde secured for

the mooth organisation and ptting into eperation of such an

agency.

il Do . il T

o b

The central ovaluat ing agency should in principle assume the

fuartions of all xisting gevermmenta} departaents and include
the following fumotions

et G it W5,

(a) Proper co-cedimtion of legislative and administrative
procedures in the field of industry, technology transfer,
foreign investoeat, industrigl property and fiscal policy;

(v) ™e definition of Oovermaent oriteria ant guidelines for She

selection, evaluation and approval of foreign techno logy
prepesals.

() T™e identification of Government policies and procedures
in this field ot the international lowvel;

(€) "edlishment of direct comunicstion and co-eparation ameng
oher doveloping countrics where Such iastitutiona)
frenowerk oxists;

() Secure closer asesciation with the preductive units of the
couniry, specialised techrical camtreos and wniversitios and
Goverament agencies haviag responeidilitios ia these matters.

2, There vill be & need for the clabovation of a single loginlative
[]
pattern, which will govesnm the valusting and approval procedures
of all agresmests relsted %o tranafer of Seshnelogy Frangenent s .

nummxwwwumqm & 1ot of ground is
aslrealy rovered My aisting lagislative mensures, but in the
mcmm;um:-nsummne
sontonl evaluating agensties, these Jegislative measures should
b uplsted asad adapted to the long-tern teshaslegicsl policy geals
‘mm.
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The irgent nsed of upsrading the ekille of Govermment officials

dealing with evaluating and screening of transfer of technolegy
arrancements.

In this line, a IINIDO assi1stgnce is suggested in the organization
and carrying out, consultation of a training character for such
Jovernnent official:- and at a latsr stage for personnel of

stat~ e~onomi~ entsrprises as well as of the private sector.

"t mi7ht oe also possible to prepare a tailor-made fellowship
rroramme for employees of centrel svaluating agencies under
'"INIDO guidance in order to acqueint them with similar offices
11, other deawwioping countries like Mexine, Brasil or Argentina.

Tt (s also recommended for the comsideration of $he Govermment
that the central evaluatiag agemcy will from the very bagirning

start irtensive promotiomal efforts within state and private
industeys.

The ain of such sfforts is $o gain suppert and understamding
within industr; to long-Serm goals of Government in its $echnological
policy on one hand and om another to aoquaint amd inform business

comminity that measures taken 3y the Govermment are in favewr of
the industry,

It should be also envinaged on a long term that onse industry
will reach a level of self-dependancy, the axisting regulating
and rortrolling meesures will most prodably be mot any more needed.

e




o o 2 o

.-

s

o N ¢ 2 N

- 29 -
ANNEX 1

DEFINITIONS

Patent licence

(a) Fra s ¢ ~roass oTiipment or for the manifacture of produsts.
“his couid i: | .de 1 spuuific type of equiipment whose eszential
slement 1s pate:ted; or it could also ue the refinement uf o procecs, .
which makes an exiating proaict more salable.

(o) Por a specific procest or method of manufactare sich as a metal
finishing jrocess to achieve = more fuinctioral c.rface qualit:;
or 1t couid 2180 1rcliuina a muthod of a more ecoromical was to cutain
& certain fryithetic material.

(o) For the combination of (1) ard (2) which usually results in octairirg
& more completae and marketavis product.

&-how Agrecrients

(a) ™ese acr: -~ i< would :mally cover a specific information on
formulas, ,roct.sus ari industrial techniques. This type of propristar;
know-how co:.i rarze fror 1 secretly held chemical formula to0 a
special manuracturing technique that hass been developed by the
licensor.

(®) It eouid 2izo te used in ccinaction with licenses covaering patent
rights. (his type of agrcement is sometimes referred to as "Licence"
contracts, wiich -in also cover a licence and/or sngineerinz fee
(know-how ree), a process rcyalty (normally payable on contiruing
bases) ard the terms and conditions related to these items.

Teohnical Ass::tance izreements

(a) These agreerents could includa the continuing supply (during the life
of the agreement) of ascientific assistanoce to the licencee; technical
services as well as Srairning and management arsistance.

() ™ese azrcements are usually embodied in licenses, which involve the
transfer of know-howe

Jaderark Liconges

These cover certain registered and well known proprietary identification
and can ho er‘ered into with or without patent licenced and know-how
agresments. This type of licemces can alme be handled in documents
ssparate from those covering patents and know-how.
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ANEX_ I (cont'd)

“xelu. 1ve | lteances

Thuils e o (rectart vier which all ri~hts (except lesal title)
aire trar ‘teri.. 1o one licances for a given territory to
mariifact ire, ise ar1/or sell a product.

I"r;'h-!, conene.
I the ri--n" actuirei by a licencee to grant such a licence %o
& tnird jort o,

‘re r:ght to sur-license a riven technology ssquired from sbroad
- cald be a4l w ne prosent and fut.re activities of enter—
F180. in Ju. « uuC.ide it would enable them to establish
similr 300 =i q] activaties im the coumry once $his teelnology
Pas been wrcoacnfullv 1aplemented and proven to be g successful

b o.sin 8 iniure.

et oA

. E— ———

“ranchi. e mauns 1 coniract on agreement between two of more
POrs038 by wrich :

&) & franch.sse .i: granced the right te engage in the business
of offerirg, ssllirg or distributing goods or services under
& marketinT olar cr xystem descrided ia substantial part by

Jiw drascr s e oAl

(b) the orur .4irn o. the fraschisee's Business presently to
such plan or gystem is sbetantially associsSed with the
franchisor’e trade mark, service mark, trade nale, logotype,
sdverticiny or ot er eommercial symbol designating the
fren~"isr or 1ts affiliatee
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FOL.LLGS 1LVESTI VAT ENCCUPAGELENT L

Law No t 6224
Approved on Juanuary ‘'€, 125

Sure ECT OF TIE LAY

ARTICLE 1- This lsw shall apply to the foreigr capital imported
into Turkey and to loans mace from abroai by the decision of the Foreign
Investment Encouragement Ccrmittee and the spproval of the Council of Ki-
nisters, provided “tal t-c: «nterprige in which the imvestzent chall be
nade :

@) will tenl tu ;rouote tne econoxic developuzent of the country

b) will operatc in a field of activity open to Turkieh private
enterpriccs,

c¢) will entail .o monopoly cr a coecial privilege,

"Ir'he Fore: n Inv . trent Encouragement Committee", referred to in
this Article and cstall!i ied according to Article 8, will hereinafter de
referred to as "The C--rittees',

#,REIGI. CAFITAL BABE

ARTICLE 2- For tus purpose of the application of this Law, the
Sera "Foraisn Capital Base" shall uean the sum of the values assessed
end fixed in the ma~ner described hereunder:

a) The following items imported from abroad for the efficient
estadlishment, exransion or reactivation of un enterprise as envisaged
by this Law :

1- Cspital in the from of foreign exchangs,

2- lachinery, equipnent, instruzents and the 1ike, machinery
componemts spare parts and taterials and other necesssry goods apprawved
By the Committee,

\_5— Irtangibtle rights such as licenses, patent rights and tra-
de marks and services.

8~ Profits converted into capital through reinvestment in ac~
sordanee with Article 3,

-




b) The exjertc sclected by the Committec will assese the va-
lue of the imported cuapital i the 2000 of goods, services and 1ntangib1n
rights and will " t2arminc wheth-r these sre poods a.d values imported
for the purpose of the e:terpri.c appreved by the lormittee,

Tre assessnont nade 0y the experts may be reviewed and modi-
fied by the Committee.

The assesme;t shall be made both in the currency of the coun-
try of oririn and in Tur<iszh currency at the official rate of exchange
prevailing at the tine of inportation.

The rifht to apncal orovided for in Article 8 being reserved,
the decision of th2 Cormitte~ with respect to assossnent shall de final,

REIW/ECTILIT O PROLITS

APTICLE 3- Of tae pro:.ts realized by an aprroved enterprise un-
der the tax laws .orce, tiue ne. amount acorued to the owners ®f the fore-
ign capital base nay be, by the decision of the Comnittee, reinvested
and added, in whole or in part, to the basic foreign capital or invesved
in some other ernterprise mceting the conditions of Article 1,

TRANSF:R OF PROFITS AND CAPITAL STOCK

ARTICLE 8- a) The following profits and capital stocks are en-
titled subject to the provisions of paragraph (¢) of this Article, to
transfor abroad in the currency of the country from which the foreign
capital base originated and the prcvailing official rate of excahange :

1- Of the profivs rcclizcd after Decemoer 31, 1953, as determi-
' med by the tax laws in force, such r2% smounts as accruc to the owners
of the foreign capital base.

2- The share of the ow.erc of the foroign cepital besc 4in the
proceeds of the sale, within reusonable pricus, of assets in case ef par-
tial or tntal liguidation of nn enterprise suhbject to this law.
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3. The procued: .f thu sa.e, witnin reasciaclc prices, of part
or the whole of the foreizn canitsl base of ar ent.rprise established
or in operation 1n uorfcrTANC dtn this lave

4~ The princ‘.p:al cf ard in-er.st or. a foreipn 10u:. contracted
according to the provis  rs ¢ Articl. 6 of znls law, wher due under
tne terms of the lLcan il r~2mint,

b) The ni:istiry of Firsuce or the Cormitt-e may, if they deem it
necessary, order :

j- The irs-cotion o3 the DOOKS of account and tax returns of the
enterprise subject Lo trls L, i.. order to detcraine the amount transfe-
rable in soeorsance vith .uDparesIT8pL 1 of paragrapk (a) of this Artiele,
or

2- Investigati:r =i ths Lona side nature of sales shares and as-
sets and of loans to Aar ved crnterrrise.

¢) The linistoy >f Financc shall iscue upor application the

requisite persit for ti,. cronsler abroac of profits, sales proceeds or
the principal of ar’. la. ...t 0n loans that are eligible for transfer
under paregraph (3) >l thie Articla,

TRANGFERS OF SEARES

ARTIOLE 5- a) The linietry of Finance shall execute, upon requ-
est, the folloving suarantees upon stock shares or stock certificates,
registered on the books of a Turkish corporation, that represent the fo-
reign capital dasc as geficed in Article 2.

*?he dividends of this stock share are irpediately transferable
1R8O ee.. (PoOreiyn cxchanie of origin) at the official rate of exchange
prevailing at the date of transfor, on presentation of this stock share
of stock certificate to the Central Dank of the Republic of Turkey or
its smthorized ropresentatives avroad. The procecds of the sale of this
stock shore or stock certificate or that part of the proceeds of the
reslizod value o thc assets sold in liquidation, to which the owner of
this stock shere or stock certificate is ontitled, are transferable at
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- the official rate of exctanr-c prevailir, at the date of trenifer, into
veees (ForeieFn exchange of origin) ir accordarce with Article 4 of Law No:
6224 of the Rcputlic of Turkey,

Minister of Finanee
or
his authorized 4eputy”

bd) Regist-red stoc. shar-: or stock certificatcs bearimg such
guarantees sh.all b2 freely trunsforable Y tween porsons of all nasionali-
ties both in Turxey 2nd &broad, Tefore thc sale of sueh stock shares or
stock certificatas to pres 1t then to the ‘inistry of inance for the
eancellatior. of such ;uarintees whetaer cr not now stock shares or stoek
certificates arc iseucd to replacc them,

GUARAIVT 25 O LOAL'S

ARTICLE 6~ a) The Kinictry of Finance is suthorised, subjecs %o
decision of the Coungil of linisters, to provide its ruarantee, againts
security or bail, for an amount not exceeding 1 dbillion Turkish liras,
of the principal of and iaterest on a foreign loan to an enterpriss ful-
filling the requireccnts of Articic 1 of this Law,

b) Sugh guarnntee shall auttomatically lapse with respect to any
part of the principal or interest of a loan so guaranteed the$ hes been
Npald. :

EMPLCY: ENT OF ALIENS

, ARTICLE 7- a) The eonditions and prohibitiens of Laws Ne: 2007
and 2818 shall not apply, during the periods of surveyign, erectiom
and operation of an enterprise eatablished ia sscordanes with this lew,
o alions investing in such enterprises, %o alien reprcseantasives of oueh
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investors amd to alien experts, foremen and other skilled personnrl for
such period of tinc as tie Coumittee certifirs is necsssary to the effi-
cient ectablish:. ..t expursior, vcactivetion or ogpe::tica of such =nter-
prises,

®») The above jrovicsicns shall al.n apply t» alien experts, fo-
remen and other s'illed scri-onnel emplored by shuch donmestic enterprisen
es do, in the cpinion of the Comnittee, rmeot tne corditions set fortn in
Article 1 of this law,

6) Aliens cmployed according to the provisions of this Article
may, subject to tie pricr conscnt of the liniastry of rineace, transfer
in tshe currency ol their own respective courtries and at the prevailing
offfeial exchange rates, th:it part of their earnings as are stipulated
in their respective contract of employment, {or the uaintenance of their
dependents and for their normal savings.

FORFIGN 1KVEST!. AT ENCCJR.AGELENT CCIMITTEE

ARTICLE 8- a) In order to carry out the duties provided for bty
this Law, a Comzittee is forred under the chairmanship of the General
Menager of the Cecntrad Sank of the Turkish Republic and consiating of
she following mexvers: thc Director General of the Treasury, the Dirzctor
General of Domestic Tracde, the Uirector General of Industrial Affairs,
the Chairman of the Board of Rescarch and Flaaning of the Ministry of
Btate Enterpriscs, and the Secretary General of the Union of Chamders of
Commerse, Industry and Comnodity Excharges., In cases where it finds it
necassary, this Committee may ask for the opinion, on an advisory basis,
of representetives of other ilinistries =nd institutions. The Committee
suall give itss cecision on any applicetion within 15 days, at the latecst,
of their submittals,

The Directer General of Domestic Trade will act as Secretary Gene-
ral of Committee, If necessary, the Committee may be called to a meeting
¥y the Becretary General. ‘
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The reaun:rotion Lo be ;als %o tae Shair:an aad ae: wra of the Con-
mittee, vill Lo fixed by tite Scu.cil of Uinisters,

b) Any d-cision ~f the Caoomittee - .y be aprlealed Ly the partics
concerned within 30 an.a o ec froo tue ete of thac notification thercof,
The computent authority t. G.al »ith e arpe:l: i cons ituted by the
Ninisters o) Ji.anc. Leo. oy Wil Zonmocer ant ctat s lateririses., The deci-

sions of this authoritv are {i:7,

AETICL. 9- &) ke !iaisry of Lconomy nd ‘onuerca shall hnave the
authority to order roles  frow “he custeoiy of tiu custons of foreipn ca-
pital imperted in kind accordi~c to the d-clsion 2f the Tonmittee,

EQUAL I EAT..WT OF DOLZITIC AND 2CIZlQ@. CAPITAL

ARTICIC 1C~ All rielts, {mmunitics and facilities sranted to do-
nestic cupital ani cat-orprises oshall we availadle, on cqual terms, to
foreizn capital ...d enterprisce eupap=d in the cuc. flelda,

ARTICLS 11- a) All rights wranted to the inveastors under Artiecle
31 of Deorce Ko 13 issuced bty authorit; of Law Nc¢ 157 and under Lsws Yo
$533 and thc 5621 are nerely prescrved,

b) Investments . :ic under Law Ho;5521. Let-.cen Aupust 1 st, 1951
and the date on which this eat:rs intec forc:, suill bencfit from the pro-
visions of this law. '

»
REFEAL Ol iORIZR LAY -

ARTICLE 12- Law Yo: 5821 is hoeraby repoealed,

v-\' C:-H T DAmE

'

AITICLE 12- This Law si:all be effective from the dste of it pro-
I\\lsati on, :
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ARTICLE 14~ The Zouncil of Ministers in ¢lvpeed with i enfor-
cement of this Law.

Note

The change whieh .. . b-en wede in che Law ho: 6224 1+ the law Yo: 933

Article 6- The Cornittee whiek was formed by arti.cl: A-(a) of the Fore-
ign Investment Crncouraser - nt Lau-lio: 4226 and iat u Jarnuary 18, 1954 ic
heredby abclished,

The dutice vhich have Leen riven to the referr.d ~omnittee are o be con-
firmed by the Statce rl.unirs Crcanization,

The finsl authorit which is referred in the cunwernc! law is the Eigh
Council of Plaaning,
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