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The Purchase of Real Estate by Foreigners in Turkey

Year by year Turkey enjoys greater popularity among tourists and investors imeal estate. The
consequence is a strong interest of foreigners in purchasimgal estate in Turkey. When purchasing
property foreigners have to observesome statutory provisions and restrictions.

Principle of Mutuality
According to the Turkish Cadastre Law No. 2644, Article 35 (last changed on January 7th, 2006)
foreigners are allowed to purchase real estate in Turkey if Turkish people are allowed to do the
same in the foreigner® home country (fPrinciple of Mutualityd.

The purchase of property by a foreigner requires compliance with the following conditions:

+ The purchaser must be a foreign natural person or legal entity;
The principle of mutuality must be adhered to;
The purchase must be for the aim of living or doing business;

The aim must be recorded in the development plan;

-+ +

The size of the purchased real estate or of a possible real property right may
not exceed 2.5 hectare.

To prove if the principle of mutuality is observed the legal and actual situation has to be
considered. As Turkish statesmen are allowed to purchase real estate in Germany, German
statesmen are in general authorized to purchase real estate in Turkey considering some further
particularities.

If the principle of mutuality between Turkey and another country is not observed and a statesman
of this country inherits real estate in Turkey the government has to liquidate this real estate
according to the Turkish law. The proceeds of this liquidation will be paid out to the foreigner.

Purchase of real estate by legal entities
Trading companies are allowed to purchase real estate in Turkey within the limits of special
statutes. The restrictions for foreign natural persons also apply to foreign trading companies.

Associations, foundations, cooperatives and funds are not permitted to purchase real estate.
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Military areas
According to Turkish Law No. 2565, Article 9 (b) property which is located in a military area or a
security zone may not be purchased by foreigners. The registry of deeds proves whether the real
estate is located in such an area. This may cause significant delays because no registration in the
cadastre may be done while the proving procedure is going on.

A transitional provision obligates the Ministry of Defense to inform the ministry, which is
responsible for cadastre, about the location of military areas. As this has not happened so far,
every purchase still requires a particular check.

Restrictions concerning the purchase of real estate

+ Real estate purchased by foreigners may not exceed the size of 2.5 hectares per
purchaser in the whole of Turkey. The head of division is permitted to increase the number
up to 30 hectares. Restricted rights in rem are also taken into consideration for the
calculation of the hectares. Parts of real estate may not be divided further and sold in
parts. Contracts with such an intention are null and void.

+ The purchase of real estate via legal succession is possible without any restrictions.

+ For foreign statesmen, who are not resident in Turkey, the purchase of real estate is
restricted to the areas inside municipality borders. The purchase of real estate belonging to
an urban area or a development area outsidethe municipality is not allowed.

+ This restriction is not applied to the purchase of real estate via inheritance but to purchase
via transfer in contemplation of death.

+ Furthermore there exist some generally valid development restrictions on sea coasts
(compare Coast law No. 3621), on shores of natural and artificial lakes and on the shores
of rivers. According to the natural environment it is not allowed to set up private or
commercial buildings, fences or other boundaries in a distance of 50 to 100 m from the
coast line. The above mentioned restrictions do not apply to the registration of a mortgage
or a lien for the benefit of a foreign natural person or a trading company.

+ Foreigners may not purchase real estate located in areas which are protected because of
their religious and cultural significance or their special ecology.

Real estate in tourism regions
According to the Law for the Promotion of Tourism No. 2634 foreigners need a special permission
of the General Directorate for Real Estate and Cadastre for purchasing real estate which is
designated a tourism centre. This procedure aims to protect the Turkish economy against the loss
of attractive areas through construction of private summer residences.
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The head of division is authorized to restrict the purchase of real estate by foreign natural persons
through the determination of quotas. The highest quota for a municipality area is 0.5 %. Real
estate owned by foreign trade companies is not taken in consideration for the evaluation of the
quota.

Ownership of an entire floor:
Turkish law regulates a kind of property called fownership of an entire floora This corresponds
with the German ownership of an apartment and is registered in a special land register. The
owner of an entire floor is allowed to use the concerned apartment as sole proprietor and has co-
ownership of the collectively owned installations which he is allowed to use in conformity with the
constitution.

On the other hand the owner has the duty to pay the arising costs for the common parts pro rata.

Permanent residential right
A special form of joint ownership is the so called fpermanent residential rightd The possessor of a
permanent residential right is allowed to use the common parts alone, but only in between one or
more specified periods of time. The durations of use are registered in especially designated
sections of the land register. The periods have to be spread throughout the year whereas one
period of use shall not be less than 15 days. After the expiration of the period the apartment has
to be vacated and delivered to the successor.

For protection and evacuation of an apartment which was not vacated at the end of the fixed
period, the county president can be informed directly by presenting a copy of the land register and
a constitution of the community. The county president will immediately initiate the eviction by the
police without the need of a court decision. The purchase of a permanent residential right follows
the same provisions as the purchase of freehold property. Consequently the mentioned
restrictions for foreigners also have to be taken in consideration.

Formal requirements
As in German law, it is principally necessary to differentiate between the contract of sale under
the law of obligations and the real transfer of ownership. For obtaining full effectiveness the
contract of sale for land needs to be closed officially in front of the land registry. A notarized
preliminary contract does not protect sufficiently against the malicious double sale by the seller.
Such a contract only provides a claim, which mostly has to be accomplished by legal action.
Therefore it is recommended to let the promise of sale be noted in the land register.
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Charges and restrictions of use
Before purchasing real estate the buyer should inspect the land register in order to read up on
possible charges in the form of mortgages, usufructs or tax liabilities. In Turkey 1 as e.g. in
Germany also i the public integrity of the land register exists. This means that charges which are
not noted down in the land register cannot be raised against the new owner.

Before purchasing property the seller has to ask the responsible authorities if there are any
restrictions of use i especially conditions for building. Development plans are subject to frequent
changes. Therefore it is recommended to seek a bindingly information about the finality of the
development plan in order to avoid unexpected surprises.

Foreign currency particularities
The purchase price for real estate can be paid in Turkish Lira or in foreign currencies.
Nevertheless, the registration of the purchase price is always made in Turkish Lira. Concerning
resale and transfer reversion of the purchase price it must be differentiated as follows:

Persons resident abroad (in contrast to persons resident in Turkey) are only allowed to convert
their proceeds of the resale into foreign currencies and to export them, if the real estate was
already purchased with imported foreign currencies. For proving this the land registry requests a
voucher of exchange which will be added to the file. This regulation is not applied for persons
resident in Turkey.

Limitation of risks
If the purchaser makes a down payment there always exist uncertainty factors such as
unwillingness to pay, insolvency or the risk caused by the exchange rate. For the protection of the
purchaser a bank guarantee or an acknowledgment of indebtedness by the seller is significant.
By means of providing security the registration of a collateral mortgage in a foreign currency is
recommended.

In most cases a progress payment by the purchaser is preferable to a down payment. The
inspector who is in charge of checking the progress of the construction work has to be chosen
with extraordinary care and his independence has to be ensured.

Akkas & Associates Law Firm, Istanbul Turkey
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Company Profile
Akkas & Associates Turkish Law Firm was founded in 1992 as business, corporate, intellectual
property, and litigation law firm in Istanbul, Turkey. Now, Akkas & Associates has grown into a full
service Turkish law firm with a sophisticated corporate, business, intellectual property law
practice, and a nationally recognized litigation department. Due to our exceptional credentials,
and our extensive experience in our areas of practice, we excel at creating legal solutions
customized to the unique needs of clients based throughout the world.

Istanbul law firm Akkas & Associates is comprised of highly skilled Turkish attorneys who service
clients in over 15 practice areas. We represent interests across a broad spectrum of industries
and a diverse client base, ranging from large and small companies to families and individuals.
Our clients include real persons, large and small companies, and financial institutions. Akkas &
Associates attorneys service clients throughout Turkey and around the World from its Istanbul
Office.

Our practice areas include;

Appellate, Bankruptcy Law, Business Law, Company Formation, Copyrights, Designs Patent Law,
Environmental Law, Franchising, Insurance Law, IP Audits & Transactions, Intellectual Property,
Labor & Employment, Litigation, Mergers & Acquisitions, Patents law, Real Estate Acquisitons,
Real Estate Law, Tax Law, Trademark Law, Trade Secrets.

Akkas & Associates Law Firm is committed to providing the highest level of client services in a
wide variety of practice areas. The expertise and specialization of our attorneys and the forging of
a team approach to problem solving enables us to address and meet your particular challenge
with the application of the most appropriate talents and experience. We invite you to learn more
about our practice areas, meet our teams and communicate directly with the attorneys who
comprise them.

Among the largest and most experienced in Istanbul, Turkey, our Litigation Department is
recognized nationally for its high quality work and cost-effective approach. The firm has litigated
cases in all jurisdictions throughout Turkey. Our Corporate Law Department has a practice which
is local, regional and global in reach. It offers a broad range of sophisticated business counseling
and transactional services to a diverse clientele, including individuals, entrepreneurs, family-
owned business, emerging companies, governmental and economic development agencies,
public companies and multinationals.

Our Turkish attorneys bring resourceful problem resolution and proven expertise to work closely
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with each client as a strategic partner to achieve legal and business objectives. Simply stated,
Akkas & Associates has been the choice of numerous clients because of the outstanding quality
of legal work and service we provide, the fact that Akkas & Associates partners all have

significant trial experience, and most importantly, because we pride ourselves on being extremely
accessible and responsive to each client.
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