/ REPUBLIC OF TURKEY MINISTRY OF INDUSTRY AND TECHNOLOGY

THE FRAMEWORK OF INVESTMENT INCENTIVES PROGRAM IN
TURKEY

The investment incentives program, which will be effective from the 1% January 2012
comprises 4 different schemes:
1- General Investment Incentive Scheme
2
3
4- Strategic Investment Incentive Scheme

Regional Investment Incentive Scheme

Priority Investment Incentive Scheme

The support measures to be provided within the frame of those schemes are summarized
in the table below:

General Regional Priority Strategic
Investment Investment Investment Investment
Support Measures . . . .
Incentive Incentive Incentive Incentive
Scheme Scheme Scheme Scheme
VAT Exemption v v v v
Customs Duty
Exemption v v v v
Tax Deduction v v v
Social Security
Premium Support v v v
(Employer’s Share)
Income Tax
Withholding Support * v v v v
Social Security
Premium Support v v v
(Employee’s Share) *
Interest/Profit Share
Support ** v v v
Land Allocation v v v
VAT Refund*** v

* Provided that the investment is made in the Region 6 and the strategic investments supported within
the Technology Focused Industry Movement Program (TFIMP).

** Provided that the investment is made in the Regions 3, 4, 5 or 6 within the frame of the Regional
Investment Incentive Scheme.

*** For Strategic Investments with a minimum fixed investment amount of 500 million TL. Building-
construction expenditures for all investments with incentive certificates to be made in the
manufacturing sector in 2017-2021 can also benefit from VAT refund.
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THE SUPPORT MEASURES

VAT Exemption:

In accordance with the measure, VAT is not paid for imported and/or locally provided
investment machinery and equipment as well as selling and renting of intangible rights and
software within the scope of the investment encouragement certificate.

Customs Duty Exemption:
Customs duty is not paid for the machinery and equipment provided from abroad (imported)
within the scope of the investment incentive certificate.

Tax Deduction:
Calculation of income or corporate tax with reduced rates until the total value reaches to the
amount of contribution to the investment according to envisaged rate of contribution.

Social Security Premium Support (Employer’s Share):

The measure stipulates that for the additional employment created by the investment,
employer’s share of social security premium on portions of labor wages corresponding to
amount of legal minimum wage, will be covered by the Ministry.

Income Tax Withholding Allowance:

The measure stipulates that the income tax regarding the additional employment generated by
the investment within the scope of the investment encouragement certificate will not be liable
to withholding. The measure is applicable only for the investments to be made in Region 6
and the strategic investments supported under the TFIMP within the scope of an investment
incentive certificate.

Social Security Premium Support (Employee’s Share):

The measure stipulates that for the additional employment created by the investment,
employee’s share of social security premium on portions of labor wages corresponding to
amount of legal minimum wage, will be covered by the Ministry. The measure is applicable
only for the investments to be made in Region 6 and the strategic investments supported under
the TFIMP within the scope of an investment incentive certificate.

Interest/Profit Share Support:
Interest/Profit share support, is a financial support instrument, provided for the loans with a
term of at least one year obtained within the frame of the investment encouragement
certificate. The measure stipulates that a certain portion of the interest/profit share regarding
the loan equivalent of at most 70% of the fixed investment amount registered in the certificate
will be covered by the Ministry.

Land Allocation:

Refers to allocation of land to the investments with Investment Incentive Certificates, if any in
that province in accordance with the rules and principles determined by the Ministry of
Finance.

VAT Refund:?

! For 2017-2021, VAT collected on the building & construction expenses of manufacturing sector investments
with incentive certificate will be rebated.
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VAT collected on the building & construction expenses made within the frame of strategic
investments with a fixed investment amount of 500 million TL will be rebated.

Effective from 1 January 2021 ,the following Regional Map and Table of Provinces show
classification of provinces for the implementation purpose of the Investment Incentives
Program
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Region 1

Region 2
Provinces

Region 3
Provinces

Region 4
Provinces

Region 5
Provinces

Region 6

Provinces Provinces

Ankara Aydin Adana Afyonkarahisar| Bayburt Adiyaman
Antalya Balikesir | Burdur Aksaray Cankiri Agri
Bursa Bilecik Diizce Amasya Erzurum Ardahan
Eskisehir | Bolu Gaziantep JArtvin Giresun Batman
Istanbul Canakkale jKaraman |]Bartin Glimiishane Bingél
Izmir Denizli Kirikkale | Corum Kahramanmaras Bitlis
Kocaeli Edirne Kiitahya Elazig Kilis Diyarbakir
Mugla Isparta Mersin Erzincan Nigde Hakkari
Tekirdag [ Karabiik Samsun Hatay Ordu |3dir
Kayseri Trabzon Kastamonu Osmaniye Kars
Kirklareli JRize Kirsehir Sinop Mardin
Konya Usak Malatya Tokat Mus
Manisa Zonguldak JNevsehir Tunceli Siirt
Sakarya ] Sivas Yozgat Sanlwrfa
Yalova ] Sirnak
Van
9 15 13 16
PROVINCES PROVINCES 14 PROVINCES 14 PROVINCES ‘ PROVINCES
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GENERAL INVESTMENT INCENTIVES SCHEME

Regardless of in which Region an investment is made all projects which meet conditions of
specific capacity and the following minimum fixed investment amount will be supported
within the frame of the General Investment Incentives Scheme. Investment subjects which are
excluded from the investment incentives program can not benefit from this scheme.

The amount of minimum fixed investment is 1 million TL in Region 1 and 2 and 500
thousand TL in Regions 3, 4, 5 and 6.

REGIONAL INVESTMENT INCENTIVES SCHEME

The sectors to be supported in each province are determined in accordance with potentials of
the provinces and the economies of scale and the intensity of the supports are differentiated in
line with the development level of the regions.

The amount of minimum fixed investment is defined separately for each sector and each
region, the lowest amount being 1 million TL in Regions 1 and 2, and 500 thousand TL in the
remaining Regions.

The terms and rates of supports within the Regional Investment Incentives Scheme are
summarized in the Table below:

REGIONAL INVESTMENTS INCENTIVE SCHEME MEASURES

REGIONS
INCENTIVE MEASURES
VAT Exemption YES YES YES YES YES YES
Customs Duty Exemption YES YES YES YES YES YES
Out of
Rateof 157 o 15 20 25 30 40 50
Contribution 1z
Tax Deduction* to O
Investment* Within
OlZor 20 25 30 40 50 55
(%) 1z
Out of
Social Security OlZ or 2years | 3years | 5years | 6years | 7years | 10 years
Premium Support Support 1Z
(Employer’s Period Within
Share)** OlZ or 3years | 5years | 6years | 7 years |10 years | 12 years
V4
Land Allocation YES YES YES YES YES YES
. Local Loans 3 Points | 4 Points | 5 Points | 7 Points
Interest/ Profit - ) )
Share Support | Foreign Exchange/ 1 Point | 1 Point | 2 Points | 2 Points
FX denominated loans
Social Security Premium Support ) ) i i i
(Employee’s Share) 10 years
Income Tax Withholding Support - - - - - 10 years

OIZ: Organized Industrial Zones

1Z: Manufacturing Investments in Specialized Industrial Zones

*Within the scope of incentive certificates issued for manufacturing sector (US-97 Code: 15-37); Rate
of contribution to investment for each region shall get 15 points additionaly and tax deduction rate for
each region shall be applied as 100 per cent for the investment expenditures that would be realized
between the dates of 1/1/2017 and 31/12/2022.

** |f requested during the application phase regarding the issuance of incentive certificates, the ratio
of the support to the fixed investment amount is increased by half of the investment contribution rate,
provided that the tax reduction is not utilized.
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PRIORITY INVESTMENTS INCENTIVE SCHEME

The following investment subjects have been designated as priority investments within the
framework of our country’s requirements and these investments are supported by measures of
Region 5 even if they are made in Regions 1, 2, 3 and 4.

v Tourism investments in Cultural and Touristic Preservation and Development Regions
and thermal tourism investments,

v Mining investments,
v Railroad, maritime and airline transportation investments,
v’ Defense industry investments,

v' Test center investments for products in the medium-high and high-tech industry class
according to the technology density definition of the Organization for Economic
Cooperation and Development (OECD).Nursery, Preschool, Primary, Middle and High
School and education investments for the use, repair and maintenance of air vehicles

v Investments made to manufacture the products and parts designed and developed as an
outcome of the R&D Projects supported by the Ministry of Science, Industry and
Technology, TUBITAK and KOSGEB,

v Motorized land vehicles key industry investments with a minimum investment amount
of 300 million TL, automotive engine manufacturing investments with a minimum
amount of 75 million TL and transmission components/parts and automotive electronics
manufacturing investments,

v Investments made to generate electricity from coal,
v Investments made to generate electricity through waste heat recovery in a facility,
v’ Energy efficiency investments made in existing manufacturing facilities,

v’ Liquefied natural gas (LNG) investments and underground gas storage investments
with a minimum amount of 50 million TL,

v Investments of carbon fiber or the composite materials made from carbon fiber
provided that along with carbon fiber production.

v Investments made to manufacture high-technology products classified according to
OECD technology intensive definition.

v Investments made to explore mines in the permitted fields for the investors holding
Mining License and Certificate.

v Investments made to manufacture turbines and generators for renewable energy and
wind turbine wings for wind power.

v Integrated investments for aluminium flat products using direct chill slab casting and
hot rolling methods.

v Licensed warehousing investments.
v Nuclear power plant investments.

v Qualified laboratory investments
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v" Greenhouse investments based on automation with a minimum of 5 million TL, 25
decares and domestic spare parts

v Investments subject to Environmental License within the scope of Environmental
Permit and License Regulation. Elderly and Disabled care centers and wellness
investments

v" Medium-high technology investments amounting to a minimum 500 million TL

v Investments in the production of software and information products to be made in
specialized free zones without requiring a minimum investment amount.

v R&D and environmental investments

v Manufacturing electric or hydrogen-powered transportation vehicles

PRIORITY INVESTMENTS INCENTIVE SCHEME MEASURES

INCENTIVE MEASURES Terms and Rates of Supports*

VAT Exemption YES
Customs Duty Exemption YES

Rate of Contribution to 40%*

0

Tax Deduction Investment (%)

Tax Deduciton (%) 80**
Social Security Premium Support 7 vears
(Employer’s Share) y
Land Allocation YES
Interest/ Profit Share Logt] Lezne > points
Support Foreign Exchange/ .

FX denominated loans 2[00l

* Supports of Region 5 for the Investments that are made in Regions 1-5; Supports of Region 6 for the
Investments that are made in Region 6

**Within the scope of incentive certificates issued for manufacturing sector (US-97 Code: 15-37);
Rate of contribution to investment shall get 15 points additionaly and tax deduction rate shall be
applied as 100 per cent for the investment expenditures that would be realized between the dates of
1/1/2017 and 31/12/2022.

STRATEGIC INVESTMENT INCENTIVE SCHEME
The Goals:

v" On the basis of the “Input Supply Strategy”, this scheme aims at supporting
production of intermediate and final products with high import dependence with a view to
reduce current account deficit.

v' It also targets encouraging high-tech and high value added investments with a
potential of strengthening Turkey’s international competitiveness.
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Investments meeting the criteria below are supported within the frame of the Strategic
Investment Incentive Scheme:

v' to be made for production of intermediate and final goods with high import
dependence of which more than 50% of these goods are supplied by imports,

v to have a minimum investment amount of 50 million TL,

v to create minimum 40% value added (This condition is not applicable to refined
petroleum production investments and petrochemicals production investments),

v’ to have an import amount of at least $50 million for goods to be produced in the last
one-year period (This condition is not applicable to goods with no domestic
production)

The investments approved by the Ministry within the Technology Focused Industry
Movement Program (TFIMP) also be supported within the context of strategic
investments.

STRATEGIC INVESTMENTS INCENTIVE SCHEME MEASURES

REGIONS
INCENTIVE MEASURES
11 AV Vv
VAT Exemption YES
Customs Duty Exemption YES
Rate of
Tax Deduction* Contribution to 50

Investment* (%)

Social Security
Premium Support

ey Support Period 7 Years (10 years for 6th region)
Share)
Land Allocation YES
5 points

Local Loans (under the TFIMP 10 points for high-tech products, 8 points for
Interest/Profit others)
Share Support Foreign Exchange/

FX denominated 2 points

loans
Social Security Premium Support 10 years (only for investments in the Region 6
(Employee’s Share) and strategic investments supported under TFIMP)

10 years (only for investments in the Region 6 and in other regions
Income Tax Withholding Support ** | under the TFIMP: 7 years in high-tech products, others for 5 years)

YES
VAT Refund (only for the expenditures of building for investments over 500
million TL)

*Within the scope of incentive certificates issued for manufacturing sector (US-97 Code: 15-37); Rate of
contribution to investment shall get 15 points additionaly and tax deduction rate shall be applied as 100 per cent
for the investment expenditures that would be realized between the dates of 1/1/2017 and 31/12/2022.
**Strategically supported investments under TFIMP, if the product is high-tech, it can be applied for a
maximum of 500 employees and for others up to 300 employees.
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SUB-REGIONAL INCENTIVES

Following investments will benefit from more beneficial sub-regional rates and terms for Tax
Deduction and support to employer’s share of social security premium in any region:

e Investments in Organized Industrial Zones and Manufacturing Investments in
Specialized Industrial Zones,

e Joint Investments by multiple (at least 5) companies operating in the same sector which
establish integration to their activities.

e Selected medium-high-technology industries will benefit from terms and rates of the
support measures of Region 4 even if they are made in Regions 1 (except Istanbul), 2, 3.
However, in the organized industrial zones or industrial zones in Istanbul Province, the
regional supports in the 1st region are applied to the investments amounting to a
minimum of 5 million TL, excluding completely new investments.

e Investments to be made in the districts of the provinces of the 1st, 2nd, 3rd and 4th
regions included in Annex-7 of the Decision;

v From the regional supports provided to the sub-region of the province where the
district is located:;

v Investments to be made in the OIZ / EZ of these districts benefit from the regional
supports provided to the two sub-regions of the province where they are located.

e 5 thregion provinces;

v" Regional supports provided to the 6th region for the investments to be made in the
districts included in ANNEX-7,

v For the investments to be made in the Ol1Z / EZ of these districts, Social Security
Premium Support (Employee’s Share), is applied by adding two years to the period
valid in the 6 region; tax deduction support is applied by adding five points to the
investment contribution rate valid in 6™ region.

e Within the scope of these applications, income tax withholding support and Social
Security Premium Support (Employee’s Share) are not applied.

e Effective from January 1, 2021, supplement to the Decision for the districts that will
benefit from sub-regional supports, ANNEX-7:

Camlidere
Ankara Bala

Haymana

Yumurtalk
Imamoglu

Adana Karatag
Karaisal

Tufanbeyli
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Aladag

Feke

Saimbeyli

Afyonkarahisar

Kiziloren

Thsaniye

Bayat

Sinanpasa

Hocalar

Cobanlar

Aksaray

Ortakoy

Sariyahsi

Eskil

Agacoren

Giizelyurt

Giilagac

Amasya

Goyniicek

Hamamozi

Antalya

Gilindogmus

Aydin

Kuyucak

Germencik

Karacasu

Sultanhisar

Kosk

Buharkent

Yenipazar

Incirliova

Bozdogan

Kocarl

Karpuzlu

Balikesir

Savastepe

Dursunbey

Sindirg:

Havran

Kepsut

Ivrindi

Balya

Bartin

Kurucasile

Bilecik

Golpazari

Inhisar

Yenipazar

Bolu

Yenicaga
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Mudurnu

GoOyniik

Seben

Kibrisgik

Dortdivan

Burdur

Kemer

Aglasun

Cavdir

Celtik¢i

Yesilova

Altinyayla

Bursa

Harmancik

Keles

Biiyiikorhan

Canakkale

Bayramig

Yenice

Cankin

Bayramoren

Corum

Ortakoy

Bogazkale

Ugurludag

Mecitdzi

Bayat

Lagin

Denizli

Babadag

Kale

Beyagac

Baklan

Gliney

Cameli

Diizce

Cilimli

Kaynash

Cumayeri

Golyaka

Yigilca

Edirne

Enez

Ipsala

Merig

Lalapasa

Elazig

Kovancilar

Karakocan

Alacakaya
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Maden

Palu

Baskil

Sivrice

Aricak

Erzincan

Otlukbeli

Tercan

Cayirh

Erzurum

Horasan

Hinis

Senkaya

Cat

Kopriikoy

Tekman

Karagoban

Karayazi

Eskisehir

Alpu

Giinyiizii

Han

Gaziantep

Nizip

Islahiye

Oguzeli

Nurdagi

Karkamis

Araban

Yavuzeli

Hatay

Arsuz

Reyhanl

Yayladagi

Hassa

Kumlu

Altin6zi

Isparta

Sarkikaraagag

Aksu

Gelendost

Siitciiler

Izmir

Baymdir

Beydag

Kiraz

Karabiik

Eskipazar

Yenice
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Ovacik

Eflani

Karaman

Kazimkarabekir

Bagyayla

Sariveliler

Ayranci

Kastamonu

Daday

Cide

Ihsangazi

Hanont

Azdavay

Pinarbasi

Senpazar

Doganyurt

Kayseri

Incesu

Felahiye

Yahyali

Bunyan

Yesilhisar

Pinarbasi

Sarioglan

Tomarza

Sariz

Akkisla

Kirikkale

Karakecili

Delice

Keskin

Sulakyurt

Baliseyh

Celebi

Kirklareli

Demirkdy

Pehlivankdy

Kofcaz

Kirsehir

Akpinar

Cicekdagi

Boztepe

Akcakent

Kilis

Musabeyli

Polateli

Konya

Kulu

Sarayonu
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Hadim

Tagkent

Glineysmir

Hiytik

Kadinhanm

Doganhisar

Tuzluk¢u

Yalihiiyiik

Bozkir

Derebucak

Altinekin

Celtik

Yunak

Derbent

Halkapinar

Emirgazi

Ahirli

Kiitahya

Domanig

Hisarcik

Saphane

Pazarlar

Dumlupmar

Altintas

Cavdarhisar

Aslanapa

Malatya

Hekimhan

Dogansehir

Akcadag

Yazihan

Doganyol

Arguvan

Kuluncak

Kale

Piitiirge

Manisa

Saruhanli

Kopriibasi

Ahmetli

GoOlmarmara

Selendi

Mersin

Aydincik

Mut
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Giilnar

Mugla

Seydikemer

Nevsehir

Derinkuyu

Acigol

Nigde

Altunhisar

Ciftlik

Osmaniye

Sumbas

Rize

Hemsin

Gilineysu

Tyidere

Derepazari

Ikizdere

Kalkandere

Camlihemsin

Sakarya

Kaynarca

Ferizli

Karaplirgek

Tarakl

Samsun

Kavak

Havza

Alacam

Yakakent

Vezirkopri

Salipazari

Asarcik

Ayvacik

Sinop

Dikmen

Sivas

Akincilar

Zara

Golova

Kangal

Ulas

Altinyayla

Hafik

Yildizeli

Koyulhisar

Trabzon

Carsibasi

Arakli

Salpazar1

Dernekpazari

Tonya
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Kopriibast

Hayrat

Diizkdy

Usak

Banaz

Karahalli

Stvasl

Yozgat

Aydincik

Zonguldak

Kilimli

Gokcebey
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