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Capital Markets Board of Turkey (CMB) issued the new awaited communiqué regulating the mandatory principles set for publicly-open joint-stock companies which came into force on 19th March. 

The core point of the new regulation can be summarised under two titles. Firstly, The Communiqué brings mandatory provisions for the listed companies regarding the deals relating to a transfer of asset, service or obligation executed between them and their related counter-parties. The party’s relation has to be determined according to the Board’s accounting standards regulations.CMB obliges the listed company to have such deals valuated before execution if the volume of that deal is supposedly reaching or exceeding 10% of the total assets or total gross sales according to the latest disclosed financials. After submission of the valuation report to the executive board, the board has to decide whether to conduct the deal or not .The summary of the report together with the valuator’s opinion whether the deal is “fair and reasonable” or not, the information relating to the parties, the assumptions used during the valuation process and in a case of non execution and the reasons of the executive board have to be disclosed publicly and submitted to the shareholders at least fifteen days prior to the shareholders meeting. Following, the executive board of the listed company has to set the conditions and rules applicable to such deals and review the conditions before the commencement of the financial year provided that the deals matched the aforesaid criteria and are deemed as “common and continuous”. The deal is assumed to be “common and continuous” provided that it has been conducted or supposed to be conducted at least twice in a financial year regardless of the deal’s commercial purpose. The way to be followed after valuation is the same as above.

The deals regarded:
i) distribution of dividends, usage of pre-emptive rights and the fiscal rights of the managers;
ii) portfolio management, investment advisory and brokerage services rendered to the investment, real estate investment and venture capital investment trusts by the related parties;
iii) the credit issued to the related parties by the listed banks are exempted from the required valuation process.

The second obligation brought for the listed companies is to set up an investor relations department which is deemed to function as a reporting and transmitting section between the shareholders and the executive board in order to strengthen the compliance with corporate governance rules issued by CMB based on a comply-or-disclose point of view in accordance with OECD principles. The listed companies are also required to hire an employee responsible for the coordination for compliance with corporate governance principles and capital markets regulations who has to hold both advanced capital markets and corporate governance rating licenses. The personnel employed by a company with a market value less than 200M YTL (Approx. 163M USD) is not required to hold the latter license aforesaid so as the one in the controlled listed company provided that the controlling company hired the required person. A one year transition period for the employment requirement is set forth for the currently listed companies.

The Communiqué with both aspects aiming to strengthen the monitoring of the compliance of the listed companies will supposedly increase the foreign investor’s involvement within the Turkish capital markets parallel to the increase of transparency.
