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A s market trends in the world 
economy gradually shift 

southwards and eastwards, the 
markets of the Middle East and 
North Africa (MENA) are rapidly 
coming into their own. With 
Gulf investors and sovereign 
wealth funds becoming increas-
ingly interested in diversifying 
their assets into the region, more 
of its oil is likely to be exported 
to emerging countries.

For foreigners, doing business 
within MENA has been ham-
pered in the past by a tangle 
of confl icting and confusing 

tax regulations. For this reason, 
ECOVIS recently embarked on 
an ambitious project, namely 
to bring together all the neces-
sary tax-related information for 
the majority of countries in the
Middle East and North Africa in a 
single Tax Guide.

Following months of pains-
taking research and compre-

hensive planning as well as ex-
tensive exchanges with our fel-
low professionals, the fi nal draft 
of the Middle East and North
Africa (MENA) Tax Guide 2011 
was sent to the printers a few 
weeks ago and is now available 
to our clients free of charge.

This reference work covers the 
16 sovereign nations usually 
referred to as the “traditional
Middle East”, along with the two 
occupied territories of the West 
Bank and Gaza Strip, as well as 21 
countries which together make 
up the Greater Middle East. For 

North Africa, 
the guidebook 
follows the 
offi cial United 
Nations defi -
nition, which 
includes the 
f o l l o w i n g 
countries: Al-
geria, Egypt, 
Libya, Mo-
rocco, Sudan, 
Tunisia, and 
Western Sa-
hara.

The countries alluded to in the 
MENA Tax Guide 2011 were se-
lected fi rst because of their mem-
bership in  the Gulf Cooperating 
Council (GCC), and second be-
cause of ECOVIS’ affi liation and 
correspondence with several ac-
counting fi rms and other related 
offi ces in mentioned countries.
The Tax Guide provides a brief 
overview of each country, in-

cluding information about geo-
graphical characteristics and 
population structure, macro-
economic situation, offi cial cur-
rency, form of government, and 
languages.

The basic tax topics highlighted 
and itemized in the guide are 
those generally applied to  tax 
systems globally and include in-
formation about rates of income 
tax – both individual and corpor-
ate – as well as determination 
of taxable income, withholding 
taxes, sales taxes, VAT, foreign 
tax treaties, tax avoidance provi-
sions, and tax incentives, as well 
as administrative and tax compli-
ance policies. 

The guide also details individual 
tax policies and peculiarities 
in individual nations based on 
form of government, culture and
legal tradition. For instance, the 
uncommon tax rules of Libya 
(“Jihad tax”) and Saudi Arabia 
(“Zakat”, or “alms”) are ex-
plored and explained in detail. 
Although, Kuwait uses the tra-
ditional Islamic taxation, the rule 
only applies to Kuwaiti share-
holding companies.

With this MENA Tax Guide 2011, 
ECOVIS wishes to share its expert 
information and special knowl-
edge about the tax structure and 
taxation policies in the region 
with its clients around the world.
For more information and a 
complimentary copy, please 
contact the author.

MiDDle easT & africa TaX GuiDe 

a very Different Guidebook
a new reference work by ecovis untangles the complex tax rules in the Mena region. 

Author
Ahmed A. Elbanna,
ECOVIS Qatar, Doha, Qatar

„investors and sovereign wealth funds are becoming increasingly interested in
diversifying their assets into the Middle east and africa.” 
Ahmed A. Elbanna, Managing Partner, ECOVIS Qatar, Doha, Qatar 
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I n Qatar it is all cut and dried: 
since it is not possible to of-

fer compensation in the form of 
company shares, the question of 
how they should be taxed just 
does not come up. However, in 
15 of the 16 countries in which 
partners of Ecovis participated 
in a fiscal policy survey on this 

topic, companies can use shares 
to compensate their employees 
and managers, or they can grant 
them an option to acquire shares 
at a pre-determined price. 

Then again, there are differences 
in the prevalence of such forms 
of compensation from country 
to country. The top-ranking 
country of those surveyed here 
is Great Britain. By contrast, 
according to Celal Çelik, one 
of Ecovis’ partners in Istanbul, 
“Compensation in the form of 
company shares is rather a rar-
ity” in Turkey. 

There are also differences in regu-
lations determining the point at 
which employees have to pay 
taxes on such shares (for exam-
ple when they receive the shares, 
or upon their subsequent sale) 
and how they are assessed – and 
to what extent the company can 
claim tax deductions for costs. In 

Great Britain, for example, a dif-
ference is made between state-
approved share compensation or 
option plans, which have to meet 
specific criteria to qualify for tax 
advantages, and non-approved 
shares which provide no tax ad-
vantages but are more flexible.

Let us take a look at a simple ex-
ample. What are the fiscal regu-
lations applying to employees 
or managers who have received 
company shares at the current 
market value as part of their 
remuneration? In 12 countries, 
one of which is China, the recipi-

ents are liable to pay income tax 
on this non-cash benefit (at the 
market value) at the moment the 
shares are transferred to them, 
at the individual income tax rates 
applicable (for example, in Eng-
land at staggered rates of 20%, 
40% or 50%, or in Austria, after 
deduction of certain tax-exempt 
amount). 

Company shares at a  
discount
In practice it is more often the 
case that companies do not sim-
ply grant company shares par-
tially in lieu of salary, but that 
they offer employees and man-
agers an opportunity to purchase 
shares at a discount from the 
current market value, as a form 
of incentive. This system exists in 
14 of the countries surveyed. In 
11 of them the non-cash benefit 
(i. e. the markdown) is taxed im-
mediately when the shares are 
purchased, at the individual in-
come tax rate. 

Again, in 14 countries, com- 
panies can grant their employees 
and managers options for the 
acquisition of shares at a fixed 
price. Those so entitled will, 
however, only exercise these op-
tions in cases where the market 
value of the shares is consider-
ably higher than the acquisition 
price.
For this reason the non-cash 
benefit at the time the option is 
exercised is taxed in most cases, 
generally at the individual in-
come tax rate. 

I n a run-up to the recent gen-
eral elections in June, the 

Turkish Parliament agreed on 
two important pieces of business 
legislation, the Turkish Code of 
Obligations and the new Turkish 
Commercial Code.

Turkey’s politics took advantage 
of a certain spirit of compromise 
prevalent in the period before 
going to the polls by swiftly 
passing key legislation which or-
dinarily may never have made it 
through Parliament. 

The first concerns the Turkish 
Code of Obligations which orig-
inally copied regulations effected 
in Switzerland and “borrowed” 
from the Swiss in 1926 as part 
of Kemal Ataturk’s reform move-
ment  and kept in place unchanged 
ever since. It was widely felt 
that the law urgently needed 
an update in order to reflect  
changes  in business conditions 
and legal language.

The Turkish Commercial Code 
has also been in place for quite 
a while, dating from 1956. The 
original version of the law was 
created by the famous German-
born legal professional Prof. 
Ernst Hirsch. The new Commer-
cial Code is the result of a very 
long-term study chaired by Prof. 
Unal Tekinalp. 

The new law follows both ac-
cepted international accounting 
standards and the official Tur-
kish audit standards which have 

themselves been aligned with 
international audit standards. 
The new Commercial Code will 
increase the scope and number 
of companies subject to inde-
pendent audits. Instead of a 
non-specific internal auditor, 
unlisted joint stock companies 
(A.Ş.) will now need to employ 
either an independent firm of 
audits, a sworn financial adviser, 
known in Turkey as an Yeminli 
Mali Müşavir (YMM), or an in-
dependent accounting financial 
adviser or Serbest Muhasebeci 
Mali Müşavir (SMMM). 

The independent auditor for 
the accounts for the fiscal year 
2013 must be appointed before 
1 March 2013. Experts warn of 
bottlenecks, as more and more 
companies seek the assistance 
of an independent auditor as 
a result of these changes. In a 
statement, Fatih Dural, Chairman 
of the board of the Ecovis Deger 
and President of the Association 
of Turkish  Independent Audi-
ting, said that “the Code of Obli-

gations and the new Commercial 
Code are sure to catapult Turkey 
into the first tier of countries in 
the world to do business with.”

The new Commercial Code also 
allows for Joint Stock and Limi-
ted Companies to have only one 
partner or shareholder. Other 
changes include the rule that 
corporate websites must include 
all announcements, annual re-
ports, financial statements, and 
audit reports issued during the 
financial year. Even General 
Board Meetings can now be held 
electronically. 

The new Turkish Commercial 
Code and the Code of Obliga-
tions go into effect on 1 July 
2012. IFRS accounting will be 
mandatory as of 1 January 
2013.

Detailed information on the im-
plementation of the law is avail-
able from Ecovis Deger and we 
would be pleased to assist you in 
any way we can. 

fiscal policy survey 

When employers use shares as incentive
our international examination on this topic shows some interesting results.

Business laW in Turkey 

a long-needed Brush-up
Turkish business law has finally been brought up to par with Western business standards.

Worth talking 
about

”The new business legisla-
tion in Turkey means 
that enterprises need to 
revamp their websites 
in order to include all 
relevant announcements, 
statements and reports 
by auditors. This means 
a lot of homework for 
those in charge. Our 
experts can take part of 
that workload off them 
and ensure that all the 
stipulations of the new 
laws are met.

Author
Carmen Vasile,
ECOVIS Romania SRL, Bu-
charest, Romania

Bringing in temporary help, for instance during 
peak periods or as substitutes in cases of mater-
nal leave, is popular in many countries. In Italy, it 
remains rare. Italian labour law only allows fixed-
term contracts if it can be justified on an individual 
basis, and then they remain subject to strict limita-
tions. Start-up companies are one exception. Ac-
cording to Article 10/g of the collective bargaining 
agreement which went into effect in February of 
this year, temporary employment is allowed, but 
only for periods lasting up to 18 months. 
Employees engaged under fixed-term contracts 
must be paid under the terms of the current collec-
tive bargaining agreement, which sets a monthly 
range of 1,163 to 2,378 Euros. For temps, it is im-
portant that they only perform the duties described 

in their contract. If the employer does not comply 
with this regulation and the case goes to court, 
the employee can be eligible for compensation of 
between 2.5 and 12 months’ salaries.
Trainees and interns are permissible only under the 
provisions of the Ministerial Decree 25 of March 
1998. Only students may be hired as interns, and 
the number of them depends among other things 
on the overall headcount of the company.
Companies wishing to hire on a fixed-term basis 
may also wish to choose various alternative forms 
of recruitment, for example project contracts 
(“contratto a progetto”) or apprenticeships (“con-
tratto di apprendistato”) which contain certain 
stipulations, for instance age limits, that need to 
be carefully considered beforehand.

On 31 March 2011, the Chinese State Administra-
tion of Taxation (SAT) published Announcement 
No. 25 of year 2011 Administrative Measures for 
the Pre-income-tax Deduction of Property Losses 
of Enterprises (hereinafter referred to as the “An-
nouncement No. 25”). The new rules consist of 8 
chapters and 52 articles, and make specific provi-

sions on the management of the loss declaration, 
evidence of the property loss, determination of 
loss on monetary assets and non-monetary as-
sets, investment loss and other losses. Compared 
with Notice CaiShui[2009]No. 57 and Notice 
GuoShuiFa[2009]No. 88 both regarding the man-
agement of pre-tax deduction, we would like to 
draw your attention to the following main changes 
stated in Announcement No. 25.
For detailed information about these and 
other aspects of Annoncement No. 25 please 
download the full text under:
www.ecovis.com/index.php?id=4735 

 Deduction by approval is replaced by the 
method of deduction by declaration

 Range of deductible property loss is expanded
 Accounts receivable overdue for over 3 years 
are deductible by way of submission of special 
report

 Retroactive recognition of losses incurred in pre-
vious years

 The bad debts loss of loans due from affili- 
ated party is deductible and specified in a wider 
range

pre-income-tax Deduction of property losses of enterprises

employment under fixed Term in italy

Author
Fabrizio Bianchi Schierholz, 
ECOVIS Bianchi Schierholz, 
Montani & Partners, Milano, 
Italia 

Author
Celal Çelik, ECOVIS DEGER 
YMM A.S., Istanbul, Turkey 

Author
Pingweng Hu, 
ECOVIS Shanghai RUIDE 
Certified Public Accountants 
Co., Ltd., Shanghai, China

„fixed-term contracts are only permissible for periods of up to 18 months.” 
Avv. Dr. Fabrizio Bianchi Schierholz, ECOVIS Bianchi Schierholz, Montani & Partners, Milano, Italy

„These new business laws will catapult Turkey into the first tier of countries in the world 
to do business with.” 
Celal Çelik, ECOVIS DEGER YMM A.S., Istanbul, Turkey

Pingweng Hu

„There are remarkable differences between countries’ tax regulations for compensation 
in form of company shares, on the employee as well as on the company side.“ 
Carmen Vasile, ECOVIS Romania SRL, Bucharest, Romania 

Tip:

If you wish to know 
more details, in particu-
lar about tax deduc-
tions for companies 
offering employee 
shares and options and 
the taxation of employ-
ees’ subsequent capital 
gains from selling those 
shares, please down-
load the full document 
under www.ecovis.com/
eifpb 
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A s market trends in the world 
economy gradually shift 

southwards and eastwards, the 
markets of the Middle East and 
North Africa (MENA) are rapidly 
coming into their own. With 
Gulf investors and sovereign 
wealth funds becoming increas-
ingly interested in diversifying 
their assets into the region, more 
of its oil is likely to be exported 
to emerging countries.

For foreigners, doing business 
within MENA has been ham-
pered in the past by a tangle 
of confl icting and confusing 

tax regulations. For this reason, 
ECOVIS recently embarked on 
an ambitious project, namely 
to bring together all the neces-
sary tax-related information for 
the majority of countries in the
Middle East and North Africa in a 
single Tax Guide.

Following months of pains-
taking research and compre-

hensive planning as well as ex-
tensive exchanges with our fel-
low professionals, the fi nal draft 
of the Middle East and North
Africa (MENA) Tax Guide 2011 
was sent to the printers a few 
weeks ago and is now available 
to our clients free of charge.

This reference work covers the 
16 sovereign nations usually 
referred to as the “traditional
Middle East”, along with the two 
occupied territories of the West 
Bank and Gaza Strip, as well as 21 
countries which together make 
up the Greater Middle East. For 

North Africa, 
the guidebook 
follows the 
offi cial United 
Nations defi -
nition, which 
includes the 
f o l l o w i n g 
countries: Al-
geria, Egypt, 
Libya, Mo-
rocco, Sudan, 
Tunisia, and 
Western Sa-
hara.

The countries alluded to in the 
MENA Tax Guide 2011 were se-
lected fi rst because of their mem-
bership in  the Gulf Cooperating 
Council (GCC), and second be-
cause of ECOVIS’ affi liation and 
correspondence with several ac-
counting fi rms and other related 
offi ces in mentioned countries.
The Tax Guide provides a brief 
overview of each country, in-

cluding information about geo-
graphical characteristics and 
population structure, macro-
economic situation, offi cial cur-
rency, form of government, and 
languages.

The basic tax topics highlighted 
and itemized in the guide are 
those generally applied to  tax 
systems globally and include in-
formation about rates of income 
tax – both individual and corpor-
ate – as well as determination 
of taxable income, withholding 
taxes, sales taxes, VAT, foreign 
tax treaties, tax avoidance provi-
sions, and tax incentives, as well 
as administrative and tax compli-
ance policies. 

The guide also details individual 
tax policies and peculiarities 
in individual nations based on 
form of government, culture and
legal tradition. For instance, the 
uncommon tax rules of Libya 
(“Jihad tax”) and Saudi Arabia 
(“Zakat”, or “alms”) are ex-
plored and explained in detail. 
Although, Kuwait uses the tra-
ditional Islamic taxation, the rule 
only applies to Kuwaiti share-
holding companies.

With this MENA Tax Guide 2011, 
ECOVIS wishes to share its expert 
information and special knowl-
edge about the tax structure and 
taxation policies in the region 
with its clients around the world.
For more information and a 
complimentary copy, please 
contact the author.

MiDDle easT & africa TaX GuiDe 

a very Different Guidebook
a new reference work by ecovis untangles the complex tax rules in the Mena region. 

Author
Ahmed A. Elbanna,
ECOVIS Qatar, Doha, Qatar

„investors and sovereign wealth funds are becoming increasingly interested in
diversifying their assets into the Middle east and africa.” 
Ahmed A. Elbanna, Managing Partner, ECOVIS Qatar, Doha, Qatar 
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I n Qatar it is all cut and dried: 
since it is not possible to of-

fer compensation in the form of 
company shares, the question of 
how they should be taxed just 
does not come up. However, in 
15 of the 16 countries in which 
partners of Ecovis participated 
in a fiscal policy survey on this 

topic, companies can use shares 
to compensate their employees 
and managers, or they can grant 
them an option to acquire shares 
at a pre-determined price. 

Then again, there are differences 
in the prevalence of such forms 
of compensation from country 
to country. The top-ranking 
country of those surveyed here 
is Great Britain. By contrast, 
according to Celal Çelik, one 
of Ecovis’ partners in Istanbul, 
“Compensation in the form of 
company shares is rather a rar-
ity” in Turkey. 

There are also differences in regu-
lations determining the point at 
which employees have to pay 
taxes on such shares (for exam-
ple when they receive the shares, 
or upon their subsequent sale) 
and how they are assessed – and 
to what extent the company can 
claim tax deductions for costs. In 

Great Britain, for example, a dif-
ference is made between state-
approved share compensation or 
option plans, which have to meet 
specific criteria to qualify for tax 
advantages, and non-approved 
shares which provide no tax ad-
vantages but are more flexible.

Let us take a look at a simple ex-
ample. What are the fiscal regu-
lations applying to employees 
or managers who have received 
company shares at the current 
market value as part of their 
remuneration? In 12 countries, 
one of which is China, the recipi-

ents are liable to pay income tax 
on this non-cash benefit (at the 
market value) at the moment the 
shares are transferred to them, 
at the individual income tax rates 
applicable (for example, in Eng-
land at staggered rates of 20%, 
40% or 50%, or in Austria, after 
deduction of certain tax-exempt 
amount). 

Company shares at a  
discount
In practice it is more often the 
case that companies do not sim-
ply grant company shares par-
tially in lieu of salary, but that 
they offer employees and man-
agers an opportunity to purchase 
shares at a discount from the 
current market value, as a form 
of incentive. This system exists in 
14 of the countries surveyed. In 
11 of them the non-cash benefit 
(i. e. the markdown) is taxed im-
mediately when the shares are 
purchased, at the individual in-
come tax rate. 

Again, in 14 countries, com- 
panies can grant their employees 
and managers options for the 
acquisition of shares at a fixed 
price. Those so entitled will, 
however, only exercise these op-
tions in cases where the market 
value of the shares is consider-
ably higher than the acquisition 
price.
For this reason the non-cash 
benefit at the time the option is 
exercised is taxed in most cases, 
generally at the individual in-
come tax rate. 

I n a run-up to the recent gen-
eral elections in June, the 

Turkish Parliament agreed on 
two important pieces of business 
legislation, the Turkish Code of 
Obligations and the new Turkish 
Commercial Code.

Turkey’s politics took advantage 
of a certain spirit of compromise 
prevalent in the period before 
going to the polls by swiftly 
passing key legislation which or-
dinarily may never have made it 
through Parliament. 

The first concerns the Turkish 
Code of Obligations which orig-
inally copied regulations effected 
in Switzerland and “borrowed” 
from the Swiss in 1926 as part 
of Kemal Ataturk’s reform move-
ment  and kept in place unchanged 
ever since. It was widely felt 
that the law urgently needed 
an update in order to reflect  
changes  in business conditions 
and legal language.

The Turkish Commercial Code 
has also been in place for quite 
a while, dating from 1956. The 
original version of the law was 
created by the famous German-
born legal professional Prof. 
Ernst Hirsch. The new Commer-
cial Code is the result of a very 
long-term study chaired by Prof. 
Unal Tekinalp. 

The new law follows both ac-
cepted international accounting 
standards and the official Tur-
kish audit standards which have 

themselves been aligned with 
international audit standards. 
The new Commercial Code will 
increase the scope and number 
of companies subject to inde-
pendent audits. Instead of a 
non-specific internal auditor, 
unlisted joint stock companies 
(A.Ş.) will now need to employ 
either an independent firm of 
audits, a sworn financial adviser, 
known in Turkey as an Yeminli 
Mali Müşavir (YMM), or an in-
dependent accounting financial 
adviser or Serbest Muhasebeci 
Mali Müşavir (SMMM). 

The independent auditor for 
the accounts for the fiscal year 
2013 must be appointed before 
1 March 2013. Experts warn of 
bottlenecks, as more and more 
companies seek the assistance 
of an independent auditor as 
a result of these changes. In a 
statement, Fatih Dural, Chairman 
of the board of the Ecovis Deger 
and President of the Association 
of Turkish  Independent Audi-
ting, said that “the Code of Obli-

gations and the new Commercial 
Code are sure to catapult Turkey 
into the first tier of countries in 
the world to do business with.”

The new Commercial Code also 
allows for Joint Stock and Limi-
ted Companies to have only one 
partner or shareholder. Other 
changes include the rule that 
corporate websites must include 
all announcements, annual re-
ports, financial statements, and 
audit reports issued during the 
financial year. Even General 
Board Meetings can now be held 
electronically. 

The new Turkish Commercial 
Code and the Code of Obliga-
tions go into effect on 1 July 
2012. IFRS accounting will be 
mandatory as of 1 January 
2013.

Detailed information on the im-
plementation of the law is avail-
able from Ecovis Deger and we 
would be pleased to assist you in 
any way we can. 

fiscal policy survey 

When employers use shares as incentive
our international examination on this topic shows some interesting results.

Business laW in Turkey 

a long-needed Brush-up
Turkish business law has finally been brought up to par with Western business standards.

Worth talking 
about

”The new business legisla-
tion in Turkey means 
that enterprises need to 
revamp their websites 
in order to include all 
relevant announcements, 
statements and reports 
by auditors. This means 
a lot of homework for 
those in charge. Our 
experts can take part of 
that workload off them 
and ensure that all the 
stipulations of the new 
laws are met.

Author
Carmen Vasile,
ECOVIS Romania SRL, Bu-
charest, Romania

Bringing in temporary help, for instance during 
peak periods or as substitutes in cases of mater-
nal leave, is popular in many countries. In Italy, it 
remains rare. Italian labour law only allows fixed-
term contracts if it can be justified on an individual 
basis, and then they remain subject to strict limita-
tions. Start-up companies are one exception. Ac-
cording to Article 10/g of the collective bargaining 
agreement which went into effect in February of 
this year, temporary employment is allowed, but 
only for periods lasting up to 18 months. 
Employees engaged under fixed-term contracts 
must be paid under the terms of the current collec-
tive bargaining agreement, which sets a monthly 
range of 1,163 to 2,378 Euros. For temps, it is im-
portant that they only perform the duties described 

in their contract. If the employer does not comply 
with this regulation and the case goes to court, 
the employee can be eligible for compensation of 
between 2.5 and 12 months’ salaries.
Trainees and interns are permissible only under the 
provisions of the Ministerial Decree 25 of March 
1998. Only students may be hired as interns, and 
the number of them depends among other things 
on the overall headcount of the company.
Companies wishing to hire on a fixed-term basis 
may also wish to choose various alternative forms 
of recruitment, for example project contracts 
(“contratto a progetto”) or apprenticeships (“con-
tratto di apprendistato”) which contain certain 
stipulations, for instance age limits, that need to 
be carefully considered beforehand.

On 31 March 2011, the Chinese State Administra-
tion of Taxation (SAT) published Announcement 
No. 25 of year 2011 Administrative Measures for 
the Pre-income-tax Deduction of Property Losses 
of Enterprises (hereinafter referred to as the “An-
nouncement No. 25”). The new rules consist of 8 
chapters and 52 articles, and make specific provi-

sions on the management of the loss declaration, 
evidence of the property loss, determination of 
loss on monetary assets and non-monetary as-
sets, investment loss and other losses. Compared 
with Notice CaiShui[2009]No. 57 and Notice 
GuoShuiFa[2009]No. 88 both regarding the man-
agement of pre-tax deduction, we would like to 
draw your attention to the following main changes 
stated in Announcement No. 25.
For detailed information about these and 
other aspects of Annoncement No. 25 please 
download the full text under:
www.ecovis.com/index.php?id=4735 

 Deduction by approval is replaced by the 
method of deduction by declaration

 Range of deductible property loss is expanded
 Accounts receivable overdue for over 3 years 
are deductible by way of submission of special 
report

 Retroactive recognition of losses incurred in pre-
vious years

 The bad debts loss of loans due from affili- 
ated party is deductible and specified in a wider 
range

pre-income-tax Deduction of property losses of enterprises

employment under fixed Term in italy

Author
Fabrizio Bianchi Schierholz, 
ECOVIS Bianchi Schierholz, 
Montani & Partners, Milano, 
Italia 

Author
Celal Çelik, ECOVIS DEGER 
YMM A.S., Istanbul, Turkey 

Author
Pingweng Hu, 
ECOVIS Shanghai RUIDE 
Certified Public Accountants 
Co., Ltd., Shanghai, China

„fixed-term contracts are only permissible for periods of up to 18 months.” 
Avv. Dr. Fabrizio Bianchi Schierholz, ECOVIS Bianchi Schierholz, Montani & Partners, Milano, Italy

„These new business laws will catapult Turkey into the first tier of countries in the world 
to do business with.” 
Celal Çelik, ECOVIS DEGER YMM A.S., Istanbul, Turkey

Pingweng Hu

„There are remarkable differences between countries’ tax regulations for compensation 
in form of company shares, on the employee as well as on the company side.“ 
Carmen Vasile, ECOVIS Romania SRL, Bucharest, Romania 

Tip:

If you wish to know 
more details, in particu-
lar about tax deduc-
tions for companies 
offering employee 
shares and options and 
the taxation of employ-
ees’ subsequent capital 
gains from selling those 
shares, please down-
load the full document 
under www.ecovis.com/
eifpb 
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I n Qatar it is all cut and dried: 
since it is not possible to of-

fer compensation in the form of 
company shares, the question of 
how they should be taxed just 
does not come up. However, in 
15 of the 16 countries in which 
partners of Ecovis participated 
in a fiscal policy survey on this 

topic, companies can use shares 
to compensate their employees 
and managers, or they can grant 
them an option to acquire shares 
at a pre-determined price. 

Then again, there are differences 
in the prevalence of such forms 
of compensation from country 
to country. The top-ranking 
country of those surveyed here 
is Great Britain. By contrast, 
according to Celal Çelik, one 
of Ecovis’ partners in Istanbul, 
“Compensation in the form of 
company shares is rather a rar-
ity” in Turkey. 

There are also differences in regu-
lations determining the point at 
which employees have to pay 
taxes on such shares (for exam-
ple when they receive the shares, 
or upon their subsequent sale) 
and how they are assessed – and 
to what extent the company can 
claim tax deductions for costs. In 

Great Britain, for example, a dif-
ference is made between state-
approved share compensation or 
option plans, which have to meet 
specific criteria to qualify for tax 
advantages, and non-approved 
shares which provide no tax ad-
vantages but are more flexible.

Let us take a look at a simple ex-
ample. What are the fiscal regu-
lations applying to employees 
or managers who have received 
company shares at the current 
market value as part of their 
remuneration? In 12 countries, 
one of which is China, the recipi-

ents are liable to pay income tax 
on this non-cash benefit (at the 
market value) at the moment the 
shares are transferred to them, 
at the individual income tax rates 
applicable (for example, in Eng-
land at staggered rates of 20%, 
40% or 50%, or in Austria, after 
deduction of certain tax-exempt 
amount). 

Company shares at a  
discount
In practice it is more often the 
case that companies do not sim-
ply grant company shares par-
tially in lieu of salary, but that 
they offer employees and man-
agers an opportunity to purchase 
shares at a discount from the 
current market value, as a form 
of incentive. This system exists in 
14 of the countries surveyed. In 
11 of them the non-cash benefit 
(i. e. the markdown) is taxed im-
mediately when the shares are 
purchased, at the individual in-
come tax rate. 

Again, in 14 countries, com- 
panies can grant their employees 
and managers options for the 
acquisition of shares at a fixed 
price. Those so entitled will, 
however, only exercise these op-
tions in cases where the market 
value of the shares is consider-
ably higher than the acquisition 
price.
For this reason the non-cash 
benefit at the time the option is 
exercised is taxed in most cases, 
generally at the individual in-
come tax rate. 

I n a run-up to the recent gen-
eral elections in June, the 

Turkish Parliament agreed on 
two important pieces of business 
legislation, the Turkish Code of 
Obligations and the new Turkish 
Commercial Code.

Turkey’s politics took advantage 
of a certain spirit of compromise 
prevalent in the period before 
going to the polls by swiftly 
passing key legislation which or-
dinarily may never have made it 
through Parliament. 

The first concerns the Turkish 
Code of Obligations which orig-
inally copied regulations effected 
in Switzerland and “borrowed” 
from the Swiss in 1926 as part 
of Kemal Ataturk’s reform move-
ment  and kept in place unchanged 
ever since. It was widely felt 
that the law urgently needed 
an update in order to reflect  
changes  in business conditions 
and legal language.

The Turkish Commercial Code 
has also been in place for quite 
a while, dating from 1956. The 
original version of the law was 
created by the famous German-
born legal professional Prof. 
Ernst Hirsch. The new Commer-
cial Code is the result of a very 
long-term study chaired by Prof. 
Unal Tekinalp. 

The new law follows both ac-
cepted international accounting 
standards and the official Tur-
kish audit standards which have 

themselves been aligned with 
international audit standards. 
The new Commercial Code will 
increase the scope and number 
of companies subject to inde-
pendent audits. Instead of a 
non-specific internal auditor, 
unlisted joint stock companies 
(A.Ş.) will now need to employ 
either an independent firm of 
audits, a sworn financial adviser, 
known in Turkey as an Yeminli 
Mali Müşavir (YMM), or an in-
dependent accounting financial 
adviser or Serbest Muhasebeci 
Mali Müşavir (SMMM). 

The independent auditor for 
the accounts for the fiscal year 
2013 must be appointed before 
1 March 2013. Experts warn of 
bottlenecks, as more and more 
companies seek the assistance 
of an independent auditor as 
a result of these changes. In a 
statement, Fatih Dural, Chairman 
of the board of the Ecovis Deger 
and President of the Association 
of Turkish  Independent Audi-
ting, said that “the Code of Obli-

gations and the new Commercial 
Code are sure to catapult Turkey 
into the first tier of countries in 
the world to do business with.”

The new Commercial Code also 
allows for Joint Stock and Limi-
ted Companies to have only one 
partner or shareholder. Other 
changes include the rule that 
corporate websites must include 
all announcements, annual re-
ports, financial statements, and 
audit reports issued during the 
financial year. Even General 
Board Meetings can now be held 
electronically. 

The new Turkish Commercial 
Code and the Code of Obliga-
tions go into effect on 1 July 
2012. IFRS accounting will be 
mandatory as of 1 January 
2013.

Detailed information on the im-
plementation of the law is avail-
able from Ecovis Deger and we 
would be pleased to assist you in 
any way we can. 

fiscal policy survey 

When employers use shares as incentive
our international examination on this topic shows some interesting results.

Business laW in Turkey 

a long-needed Brush-up
Turkish business law has finally been brought up to par with Western business standards.

Worth talking 
about

”The new business legisla-
tion in Turkey means 
that enterprises need to 
revamp their websites 
in order to include all 
relevant announcements, 
statements and reports 
by auditors. This means 
a lot of homework for 
those in charge. Our 
experts can take part of 
that workload off them 
and ensure that all the 
stipulations of the new 
laws are met.
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A s market trends in the world 
economy gradually shift 

southwards and eastwards, the 
markets of the Middle East and 
North Africa (MENA) are rapidly 
coming into their own. With 
Gulf investors and sovereign 
wealth funds becoming increas-
ingly interested in diversifying 
their assets into the region, more 
of its oil is likely to be exported 
to emerging countries.

For foreigners, doing business 
within MENA has been ham-
pered in the past by a tangle 
of confl icting and confusing 

tax regulations. For this reason, 
ECOVIS recently embarked on 
an ambitious project, namely 
to bring together all the neces-
sary tax-related information for 
the majority of countries in the
Middle East and North Africa in a 
single Tax Guide.

Following months of pains-
taking research and compre-

hensive planning as well as ex-
tensive exchanges with our fel-
low professionals, the fi nal draft 
of the Middle East and North
Africa (MENA) Tax Guide 2011 
was sent to the printers a few 
weeks ago and is now available 
to our clients free of charge.

This reference work covers the 
16 sovereign nations usually 
referred to as the “traditional
Middle East”, along with the two 
occupied territories of the West 
Bank and Gaza Strip, as well as 21 
countries which together make 
up the Greater Middle East. For 

North Africa, 
the guidebook 
follows the 
offi cial United 
Nations defi -
nition, which 
includes the 
f o l l o w i n g 
countries: Al-
geria, Egypt, 
Libya, Mo-
rocco, Sudan, 
Tunisia, and 
Western Sa-
hara.

The countries alluded to in the 
MENA Tax Guide 2011 were se-
lected fi rst because of their mem-
bership in  the Gulf Cooperating 
Council (GCC), and second be-
cause of ECOVIS’ affi liation and 
correspondence with several ac-
counting fi rms and other related 
offi ces in mentioned countries.
The Tax Guide provides a brief 
overview of each country, in-

cluding information about geo-
graphical characteristics and 
population structure, macro-
economic situation, offi cial cur-
rency, form of government, and 
languages.

The basic tax topics highlighted 
and itemized in the guide are 
those generally applied to  tax 
systems globally and include in-
formation about rates of income 
tax – both individual and corpor-
ate – as well as determination 
of taxable income, withholding 
taxes, sales taxes, VAT, foreign 
tax treaties, tax avoidance provi-
sions, and tax incentives, as well 
as administrative and tax compli-
ance policies. 

The guide also details individual 
tax policies and peculiarities 
in individual nations based on 
form of government, culture and
legal tradition. For instance, the 
uncommon tax rules of Libya 
(“Jihad tax”) and Saudi Arabia 
(“Zakat”, or “alms”) are ex-
plored and explained in detail. 
Although, Kuwait uses the tra-
ditional Islamic taxation, the rule 
only applies to Kuwaiti share-
holding companies.

With this MENA Tax Guide 2011, 
ECOVIS wishes to share its expert 
information and special knowl-
edge about the tax structure and 
taxation policies in the region 
with its clients around the world.
For more information and a 
complimentary copy, please 
contact the author.

MiDDle easT & africa TaX GuiDe 

a very Different Guidebook
a new reference work by ecovis untangles the complex tax rules in the Mena region. 
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„investors and sovereign wealth funds are becoming increasingly interested in
diversifying their assets into the Middle east and africa.” 
Ahmed A. Elbanna, Managing Partner, ECOVIS Qatar, Doha, Qatar 




