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LOCAL MARKET

Foreign pursuit of the local market
If a foreign designer or contractor wanted to set up an operation to pursue 
the local marketE what are the key concerns they should consider before 
taking such a stepW

Foreign designers or contractors wishing to establish a local presence in Türkiye can do so 
in one of three ways:

• by establishing a company as de,ned under the Turkish Commercial Codej typically 
a ;oint-stock or limited liability company)D

• by establishing a branch o4ce (the chief representative of which must be resident in 
Türkiye)D and

• by establishing a liaison o4ce (although a liaison o4ce cannot engage in any 
commercial activityj nor generate income).

Most foreign designers or contractors establishing operations in Türkiye do so through a 
commercial company pursuant to Foreign 8irect Investment Law No. 7q’5.

Law stated - 16 Mayıs 2025

REGULATION AND COMPLIANCE

Licensing procedures
Must foreign designers and contractors be licensed locally to work andE if 
soE what are the consequences of working without a licenceW

Foreign contractors wishing to work locally are not sub;ect to any speci,c licensing 
re3uirementsj although pro;ect speci,cations may stipulate 3ualifying criteria based on 
,nancial ade3uacy or competence. Contractors must also comply with general regulation 
and practices governing the opening and operation of a business or workplace. Architects 
and engineers responsible for pro;ect management and technical oversight (speci,cally for 
the preparationj approval and sign-off of pro;ect drawings and plans) must be registered with 
the Union of Chambers of Turkish Engineers and Architects.

Law stated - 16 Mayıs 2025

Competition
Do local laws provide any advantage to domestic contractors in 
competition with foreign contractorsW

8esigned to encourage inbound investmentj Türkiye1s Foreign 8irect Investment Law No. 
7q’5 stipulates that (unless otherwise determined under international agreements or 
speci,c legislation) foreign entities investing in Türkiye shall be sub;ect to the same 
treatment as domestic investors. Certain local laws can give domestic contractors some 
advantages under public contractsj however.
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For examplej Public Procurement Law No. 7’z7 (the Public Procurement Law) stipulates 
that the government has the right to restrict a tender to domestic bidders only where the 
approximate cost is below a certain threshold. 8omestic bidders can also bene,t from price 
advantages of up to –5 per centj which may mean a price discount in certain materials.

Law stated - 16 Mayıs 2025

Competition protections
Uhat legal protections exist to ensure fair and open competition to 
secure contracts with public entitiesE and to prevent bid rigging or other 
anticompetitive behaviourW

The principles of transparencyj competition and e3ual treatment in public tenders are 
stipulated under article 5 of the Public Procurement Lawj with speci,c prohibited actions 
and behaviour outlined under article –’. On this basisj any collusive tendering or bid 
riggingj briberyj restraint or other anti-competitive behaviour is strictly prohibitedj and anyone 
convicted under article –’ mayj depending on the offencej be barred from participating in 
public tenders for a minimum of one and a maximum of two years.

Anti-competitive behaviour (including bribery and corruption) in public tenders is governed 
by the Turkish Criminal Code (TCC)j as is embeWWlement or fraud committed during a tender 
process or in ful,lling obligations for any government entities thereafter. The maximum 
penalty for such offences under the TCC is imprisonment for up to ’ years.

The Law on the Protection of Competition No. 7057 further stipulates that any agreements 
intended to restrain or distort competition (either directly or indirectly) in any market are 
illegal and shall be sub;ect to a ,ne of –0 per cent of the annual gross revenue (income) of 
the pro;ect in 3uestion.

Law stated - 16 Mayıs 2025

Bribery
If a contractor has illegally obtained the award of a contractE for 
exampleE by briberyE will the contract be enforceableW Are bribe@givers and 
bribe@takers prosecuted andE if soE what are the penalties they faceW Are 
facilitation payments allowable under local lawW

Any party (or potential party) to a tender suffering loss of rights due to unlawful procedures 
or actions during a tender process can ,le a complaint or submit an appeal to the Public 
Procurement Authority (PPA)D such parties are re3uired to do so prior to launching any legal 
proceedings. The PPA can order corrective action where this is likely to remedy any issuej and 
where the offence does not necessitate interrupting the procurement process or terminating 
the tender (in which case any contract would not be enforceable).

Under article 252 of the TCCj anyone convicted of offering or accepting a bribe is sub;ect to 
a prison term of between four and –2 years. Facilitation payments are deemed to be a form 
of bribery under Turkish law.
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Law stated - 16 Mayıs 2025

Reporting bribery
Hnder local lawE must employees of the project team members report 
suspicion or knowledge of bribery of government employees andE if soE 
what are the penalties for failure to reportW

Bribery is an offence under the TCC. Any failure to report bribery would constitute an offence 
under article 2’q of the TCCj punishable by up to one year1s imprisonment.

Failure to report an offence would also be in breach of an employee1s duty of care under the 
Turkish Code of Obligations as well as a breach of trust and con,dence on the part of the 
employee under the Turkish Labour Law No. 7q5’j on which basis failure to report an offence 
could also constitute legitimate grounds for dismissal.

Regardless of legal obligations under the TCCj failing to report any knowledge or suspicion 
of bribery could result in an employee being dismissed andj moreoverj could give grounds 
for compensation in the event of any damages being sustained by the employer.

Law stated - 16 Mayıs 2025

Political contributions
Is the making of political contributions part of doing businessW If soE are 
there laws that restrict the ability of contractors or design professionals 
to work for public agencies because of their ,nancial support for political 
candidates or partiesW

Political contributions are neither permitted nor encouraged.

Law stated - 16 Mayıs 2025

Compliance
Is a construction manager or other construction professional acting as 
a public entity’s representative or agent on a project and its employees 
subject to the same anti@corruption and compliance rules as government 
employeesW

Yes. A construction manager or other construction professional is sub;ect to the same 
regulation as government employees when acting as a public entity1s representative or agent 
on a pro;ectj and in the performance of o4cial duties. On which basisj all regulations and 
ethical codes to which government o4cials are sub;ect S in addition to obligations under 
the TCC S apply.

Law stated - 16 Mayıs 2025
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Other international legal considerations
Are there any other important legal issues that may present obstacles to 
a foreign contractor attempting to do business in your jurisdictionW

As in many countriesj foreign contractors mainly aim to overcome the legal and cultural 
challenges of entering new markets by investing through ;oint ventures with local companies.

In line with the Turkish Government1s medium-term growth strategyj many incentives 
are available to international investorsj making the country one of the most attractive 
;urisdictions for foreign investmentj particularly for the construction industry.

Law stated - 16 Mayıs 2025

CONTRACTS AND INSURANCE

Construction contracts
Uhat standard contract formsE if anyE are used for construction and 
designW Must the language of the contract be the local languageW Are 
there restrictions on choice of law and the venue for dispute resolutionW

Public procurement contracts must be compliant with the General 8eclaration on Public 
Procurement. Beyond thatj consistent with the fundamental principle of freedom of contract 
governing civil law in Türkiyej and consistent with many ;urisdictions throughout continental 
Europej so long as any contract complies with statutory Turkish law and with public policy 
more generallyj Turkish legislation does not stipulate any speci,c form of contracts to 
be used in design and construction works. As regards languagej pursuant to the Law on 
the Compulsory Use of Turkish in Economic Enterprises No. q05j all contracts and any 
transactional correspondence (andj where a foreign party is involvedj all correspondence 
with government agencies) must be in Turkish.

Aside from some limited exceptionsj parties to a contract are generally free to choose any 
;urisdiction for design and construction contracts. One such exception applies to contracts 
involving right in rem over immovable propertyj wherebyj pursuant to the Law on International 
Private Law and Procedural Law No. 5’–qj Turkish law must apply where the property in 
3uestion is located in Türkiye (lex rei sitae). Parties are free to choose any location for 
dispute resolutionj sub;ect to these limitations S meaning any disputes relating to immovable 
property will be sub;ect to domestic legislation.

Law stated - 16 Mayıs 2025

Payment methods
:ow are contractorsE subcontractorsE vendors and workers typically paid 
and is there a standard frequency for paymentsW

Againj in line with the fundamental principle of freedom of contractj and sub;ect to any cash 
payments not exceeding a certain thresholdj parties to a transaction are free to determine 
the timing and means of payments under construction contracts.
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Parties to a transaction are typically paid on approval of interim payment certi,catesj with 
payments usually being effected by electronic transfer orj under supply contractsj through 
letters of credit. It is usual for a contractor to receive an advance payment for procurement 
and resourcing.

Law stated - 16 Mayıs 2025

Contractual matrix of international projects
Uhat is the typical contractual matrix for a major project in your 
jurisdiction in terms of the contractual relationships among the various 
construction project participantsW For exampleE do owners contract 
directly with contractors or do they contract through construction 
managers to trade contractorsW Are any of the relationships legally 
de,nedW

It is common practice for pro;ect owners to engage a turnkey or main contractor who then 
typically engages multiple subcontractors for speci,c works. Pro;ect owners are not sub;ect 
to any restrictions in engaging multiple subcontractors directlyj however. No obligations 
(beyond statutory responsibilities regarding employment law) exist between the pro;ect 
owner and any subcontractors engaged by the main contractor. On that basisj howeverj the 
pro;ect owner cannot enforce (or rely on) any terms agreed between the main contractor and 
subcontractors.

Law stated - 16 Mayıs 2025

PPP and PFI
Is there a formal statutory and regulatory framework for PPP and PFI 
contractsW

9hile a draft legal framework is currently being developed under the country1s Twelfth 
8evelopment Planj Türkiye currently has no speci,c legal framework governing PPP and PFI 
contracts. Certain governing principles are outlined under the Constitution of the Republic 
of Türkiye (the Constitution)j howeverj while PPP contracts are sub;ect to certain laws and 
regulationj including:

• the Law on the Procurement  of  Certain  Investments and Hervices under  the 
Build-Operate-Transfer Model No. zJJ6D

• the Law on the Authorisation of Enterprises other than the Electricity Authority of 
Türkiye for Electricity Generationj Transmissionj 8istribution and Trading No. z0J6D

• the Law on Privatisation Practices No. 7076D and

• the Law on Customs No. 775q.

Tenders for PPP pro;ects are fre3uently issued by Turkish government agencies including 
the Ministry of Energy and Natural Resourcesj the Ministry of Transport and Infrastructurej 
the General 8irectorate of Htate Airports Authorityj and the General 8irectorate of ‘ighways.

Law stated - 16 Mayıs 2025
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Joint ventures
Are all members of consortia jointly liable for the entire project or may 
they allocate liability and responsibility among themW

'oint ventures and consortia are treated as different kinds of entities under Turkish law. 
Partners in a ;oint venture share all risks and liabilities mutuallyD each partner in a consortium 
bears different and separate liabilities and risks.

Under the principle of freedom of contractj howeverj parties are free to agree the terms of 
a contract consistent with statutory legislation. In this casej ;oint venture partners are free 
to allocate risks and liabilities as they wishj with these being treated as a matter of internal 
regulation between the partnersj and with no binding (or other) implications for any third 
parties. Notwithstanding such allocation of risks and responsibilities among the members 
of the ;oint venturej all members of such ;oint venture bear ;oint and several responsibilities 
in respect of third parties (including the pro;ect owner).

Law stated - 16 Mayıs 2025

Tort claims and indemnity
Do local laws permit a contracting party to be indemni,ed against all actsE 
errors and omissions arising from the work of the other partyE even when 
the ,rst party is negligentW

The Turkish Code of Obligations (TCO) stipulates that S unless no fault can be proved S 
a contractor must compensate the pro;ect owner (employer) if contractual obligations are 
not met or are not met in full. There is no exemption from liability for gross negligence 
andj for works sub;ect to speci,c licensing re3uirements (including construction works)j 
any agreement regarding exemption from liability for even slight negligence will be deemed 
invalid. Compensation may be reduced (or removed entirely) in the event that the ,rst party 
is found to be negligent.

Law stated - 16 Mayıs 2025

Liability to third parties
Uhere a contractor constructs a building that will be sold or leased to 
a third partyE does the contractor bear any potential responsibility to the 
third partyW May the third party pursue a claim against the contractor 
despite the lack of contractual privityW Can a contractor’s liability to 
contracting parties and others be limited by contract or lawW

Contractors1 and building owners1 responsibilities are regulated speci,cally under the Turkish 
Code of Obligations and the Law on Protection of Consumers No. 6502. On this basisj any 
contractor responsible for construction of a building is liable for any defective works arising 
in that building for a period of ,ve years from the delivery date. Converselyj the building owner 
(not the contractor) is held liable for any loss or damage borne by a third party as a result of 
improper maintenance of a buildingj or as a result of any construction defects.
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Law stated - 16 Mayıs 2025

Insurance
To what extent do available insurance products afford a contractor 
coverage for; damage to the property of third partiesz injury to workers 
or third partiesz delay damagesz and damages due to environmental 
ha(ardsW Does the local law limit contractors’ liability for damagesW

Construction insurance is widely used in Turkish pro;ects to cover unforeseeable risks (such 
as ,rej Voodj emergency weather events and sabotage) in line with a pro;ect1s speci,c value 
and risk pro,le. The most commonly used insurance products include all-risk insurancej 
third-party liability insurance and building completion insurance. 9e are seeing increasing 
use of political risk insurance on ma;or international pro;ects.

Law stated - 16 Mayıs 2025

LABOUR AND CLOSURE OF OPERATIONS

Labour requirements
Are there any laws requiring a minimum amount of local labour to be 
employed on a particular construction projectW

Türkiye has no legislation directly governing the total number (headcount) of local employees 
that must be employed on construction pro;ects. Pursuant to International Labour Force Law 
No. 6’z5 (the International Labour Force Law) foreign workers are re3uired to secure a work 
permit unless speci,c clauses in bilateral or multilateral agreements to which Türkiye is a 
party apply. This law also stipulates that at least ,ve Turkish citiWens must be employed for 
every foreign worker for whom a work permit is re3uested at any workplace.

Law stated - 16 Mayıs 2025

Local labour law
If a contractor directly hires local labour at any level for a projectE are there 
any legal obligations towards the employees that cannot be terminated 
upon completion of the employmentW

As an employerj a contractor must ensure all payment obligations (including wagesj 
payments in lieu of notice and any severance payments) are discharged in respect of all 
employees on completion of a contractj regardless of nationality.

Law stated - 16 Mayıs 2025

Labour and human rights
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Uhat laws apply to the treatment of foreign construction workers and 
what rights do they haveW Uhat are the local law consequences for failure 
to follow those lawsW

The treatment of foreign construction workers is governed by the International Labour Force 
Lawj which determines all procedures and principlesj powers and responsibilities concerning 
the granting of (and exemptions in respect of) work permits for foreigners.

8iscrimination on grounds of nationality is strictly prohibited under the Constitution and 
the Turkish Labour Law No. 7q5’j and foreign workers bene,t from all rights speci,ed 
thereunder on the same basis as local workers. Fines may be imposed under this legislation 
where an employer fails to comply with statutory obligationsj and in such circumstancesj 
employees have the right to claim compensation.

Law stated - 16 Mayıs 2025

Close of operations
If a foreign contractor that has been legally operating decides to close its 
operationsE what are the legal obstacles to closing up and leavingW

There are no obstacles speci,c to foreign contractors on terminating their operationsj and 
legal obligations are identical to those applicable to local contractors.

On that basisj foreign contractors terminating their operations are re3uired to ful,l all 
outstanding obligations to pro;ect ownersj to terminate or conclude contracts with third 
partiesj to ful,l all obligations to their employeesj to close all their subscriptions in the utilities 
and to discharge their liabilities towards the relevant tax o4ce. As is the case for local 
contractorsj foreign contractors must also cover all public debtsj including tax and social 
security obligations.

Law stated - 16 Mayıs 2025

PAYMENT

Payment rights
:ow may a contractor secure the right to payment of its costs and fees 
from an ownerW May the contractor place liens on the propertyW

Contractors in Türkiye typically receive advance payments to cover procurement and 
resourcing costs arising before a pro;ect starts.

Milestone paymentsj entitling contractors to payment after completion of predetermined 
stages of a pro;ectj are often preferred during procurement and resourcing. Bank letters of 
guarantee can be used to secure contractors1 payment rights.

Turkish law allows contractors to place a lien on the property of a pro;ect owner (primary 
employer) unless speci,cally excluded under the terms of the applicable contract.

Law stated - 16 Mayıs 2025
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‘Pay if paid’ and ‘pay when paid’
Does local law prohibit construction contracts from containing terms 
that make a subcontractor’s right to payment contingent on the general 
contractor’s receipt of payment from the ownerE thereby causing the 
subcontractor to bear the risk of the owner’s non@payment or late 
paymentW

ZPay if paid1 and Zpay when paid1 provisions are commonly used in Turkish construction: the 
enforceability of such provisions remains sub;ect to debatej however.

Consistent with the Zfreedom of contract1 principle inherent in Turkish civil lawj parties are free 
to agree contractual terms to the extent that these do not contravene existing legislation. 
On that basisj parties to a contract (or subcontract) have the right to include terms that 
make a subcontractor1s right to payment contingent upon the general contractorKs receipt of 
payment from the pro;ect owner.

It is important to stressj howeverj that all agreements between partiesj including contracts or 
agreements involving Zpay if paid1 and Zpay when paid1 provisionsj will have no legal protection 
unless they are consistent with statutory law.

Law stated - 16 Mayıs 2025

Contracting with government entities
Can a government agency assert sovereign immunity as a defence to a 
contractor’s claim for paymentW

Foreign states1 immunity from the ;urisdictions of other countries is limited to transactions 
under public lawj and only in the exercise of sovereign authority. No immunity is available 
for disputes arising from private lawj and a government agency cannot claim sovereign 
immunity against any claims by contractors.

Law stated - 16 Mayıs 2025

Statutory payment protection
Uhere major projects have been interrupted or cancelledE do the local laws 
provide any protection for unpaid contractors who have performed workW

Consistent with the freedom of contract principles underpinning Turkish civil lawj parties are 
free to draft provisions governing the termination or cancellation of a pro;ect or works (with 
appropriate entitlements) as re3uired. In the event of there being no such speci,c provisions 
under a contractj regulations stipulated under the Turkish Code of Obligations or the Civil 
Code may apply.

As a general principlej under Turkish lawj in the event that a construction pro;ect is cancelled 
or interruptedj a contractor will be entitled to payment for works undertaken or performed 
up to such termination date. A contractor is also entitled to make a claim for any e3uipment 
and machinery they own that is retained by the pro;ect owner (employer). In addition to these 
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general principlesj a contractor is also entitled to a lien on the property on which such works 
have been undertaken if payment is not made in full.

Law stated - 16 Mayıs 2025

FORCE MAJEURE

Force majeure and acts of God
Hnder local law are contractors excused from performing contractual 
obligations owing to events beyond their controlW

Turkish law does not explicitly de,ne force ma;eure or acts of God. Articles –z6 to –zq of 
the Turkish Code of Obligations (TCO)j which govern the conse3uences of impossibility of 
performancej can be applied to a force ma;eure event.

Contractors may be excused from performing contractual obligations in the face of force 
ma;eure events:

• on the basis of any contractual force ma;eure clauseD

• under articles –z6 to –zq of the TCOD or

• on the basis of legal precedent.

Impossibility of performance is governed by articles –z6 to –zq of the TCOj which include 
that where the ful,lment of obligations becomes impossible for reasons beyond a debtorKs 
controlj the debt will cease. Legal precedent from the Hupreme Court also suggests that 
force ma;eure can be de,ned as an event resulting in the non-performance of an obligation 
that:

• could not have been predicted at the time any contractual relationship was entered 
intoD

• was the result of factors beyond the parties1 controlj such as unforeseen acts of 
nature (stormsj earth3uakesj Vooding)j actions by third parties (such as a general 
strike) or legal interventions (such as a formal ban)D and

• could not have been prevented or avoided through any effort by such parties.

Parties to a contract are also free to regulate contractual force ma;eure clauses to the extent 
that these are consistent with statutory law in Türkiye.

Law stated - 16 Mayıs 2025

DISPUTES

Courts and tribunals
Are there any specialised tribunals that are dedicated to resolving 
construction disputesW

In  contrast  to  other  sectors  (such  as  insurance)j  Türkiye  has  no  speci,c  or 
industry-sponsored tribunals dedicated to resolving construction disputes. There is an 
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increasing trend for construction-related disputes to be resolved through mediation or 
arbitration. This can often secure a more timely outcome than action through local courts.

Law stated - 16 Mayıs 2025

Discovery and disclosure
To what extent do local proceedings include discovery or disclosureW

Article 2–J of the Code of Civil Procedure No. 6–00 imposes an obligation on the parties to 
submit documents to the court. Accordinglyj each party is re3uired to present to the court all 
documents in its possession that it relies uponj or that are relied upon by the opposing partyj 
as evidence. In other wordsj in light of the purpose of establishing the factual basis of the 
casej it is mandatory to submit documents that bear relevance and evidentiary signi,cance.

Article 220 regulates the procedure for the submission of documents in court. If the court is 
convinced that a re3uested document is necessary for proving a claim and that the re3uest 
complies with the lawj it grants a de,nite period for its submission by the party who is 
deemed to possess it. If the party denies having the documentj it may take an oath regarding 
the non-possession of the document and lack of knowledge about its whereaboutsj despite 
having diligently searched for it.

If the document is not submitted within the given period without a valid excuse supported 
by evidencej or if the party denies possession and refuses to take or perform the oathj the 
court may accept the opposing party1s statement regarding the content of the document.

Law stated - 16 Mayıs 2025

Dispute boards
Are dispute boards )DBs1 usedW Do they issue decisions or only 
recommendationsW Are their decisions treated as mandatoryE advisoryE 
,nal or interimW Do they have dispute avoidance rolesW

8Bs are used in Türkiye from time to timej as a form of alternative dispute resolution in 
construction contractsj where the parties to such contract agreed to refer the dispute to a 
8B.

8epending on the wording of the contractj the decisions of 8Bs are mostly formulated as 
not ,nalj but serve as a recommendation to the parties. The parties may accept the 8BKs 
recommendationj or they may further apply for dispute resolution optionsj such as arbitration 
or litigation. Neverthelessj the parties may agree to give the 8BKs decision a binding effect. 
This will re3uire the parties to agree in advance that they will abide by the decision of the 8B 
as if it was ,nal and binding.

Law stated - 16 Mayıs 2025

Mediation
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:as the practice of voluntary participation in professionally organised 
mediation gained acceptance andE if soE how prevalent is the practice and 
where are the mediators coming fromW If notE why notW

éoluntary participation in mediation is not a generally accepted concept among contractorsj 
although it is becoming increasingly popular as a pre-litigation or pre-arbitration process 
in construction contracts. The Law on Mediation in Civil 8isputes No. 6z25 (the Mediation 
Law) which entered into force in 20–zj introduced the concept of mandatory mediation as a 
prere3uisite in commercial disputes prior to any court action. ‘ighly 3uali,ed mediatorsj who 
shall be registered on the Mediator1s Registry of the Ministry of 'usticej are available for both 
mandatory and voluntary mediationj many of which come from engineering backgrounds 
with vast pro;ect experience as well as LLM degrees.

Law stated - 16 Mayıs 2025

Con@dentiality in mediation
Are statements made in mediation con,dentialW

Pursuant to article 7 of the Law on Mediation in Civil 8isputesj con,dentiality is fundamental 
to the mediation process and any mediatorj and the parties present at mediation meetings 
are obliged to treat all information and documents submitted or otherwise obtained during 
such meetings as con,dential.

Con,dentiality is an essential part of the mediation processj and any statements or 
documents produced in the course of mediation cannot subse3uently be used as evidence 
or testimony in arbitration or court proceedings. 8isclosure of such information cannot be 
re3uested by a courtj arbitrator or any administrative authorityj and cannot be taken into 
consideration even when presented as evidence. Huch information may be disclosed to the 
extent re3uired by lawj howeverj or where necessary for the implementation and enforcement 
of any agreement reached as a result of the mediation process.

Law stated - 16 Mayıs 2025

Arbitration of private disputes
Uhat is the prevailing attitude towards arbitration of construction 
disputesW Is it preferred over litigation in the local courtsW

Arbitration is becoming increasingly popular in resolving construction disputes. Given 
the time pressures common on most construction pro;ectsj the ever-changing nature of 
construction works and the level of technical complexity often involvedj arbitration often 
proves a more timely solution than action through local courts. As Türkiye also lacks 
specialist courts (andj accordinglyj experienced ;udges)j court-appointed experts are often 
re3uired. ‘eavy workloadsj howeverj mean that even where such experts are appointedj full 
technical analysis is often lacking. Arbitration isj thereforej becoming increasingly stipulated 
under International Federation of Consulting Engineers contracts.

Law stated - 16 Mayıs 2025
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Governing law and arbitration providers
If a foreign contractor wanted to pursue work and insisted by contract 
upon international arbitration as the dispute resolution mechanismE which 
of the customary international arbitration providers is preferred and whyW

Arbitration  is  becoming  an  increasingly  common  practice  in  settling  international 
construction disputes in Türkiyej with the International Chamber of Commerce (ICC)1s 
international reputation making it the preferred arbitration provider. The Istanbul Arbitration 
Centre (IHTAC) has also been gaining popularity among Turkish contractors as an alternative 
to the ICC since its establishment in 20–7.

9hile there is no signi,cant resistance to speci,c ;urisdictions for arbitrationj where a 
;urisdiction other than Istanbul is designated HwitWerland (Genevaj /urich)j France (Paris) 
and the United Oingdom (London) are commonly preferred. Contracting parties in Türkiye 
tend to prefer neutral legislation over the domestic law of either partyj with Hwiss law typically 
preferred in the light of its considerable similarities to Turkish law.

Htandard forms and contracts issued by the PPA are used in Türkiye. These were updated in 
20–q and now re3uire contracting parties to submit to the ;urisdiction of Turkish courts or to 
stipulate IHTAC arbitration for the settlement of disputes.

Law stated - 16 Mayıs 2025

Dispute resolution with government entities
May government agencies participate in private arbitration and be bound 
by the arbitrators’ awardW

Government agencies may engage in private arbitration and contracts can be drafted on that 
basisj stipulating that disputes may be resolved through local courts or through arbitration.

Any arbitration award issued against a government agency is binding on that agency. 
9here such an award is rendered through domestic arbitrationj enforcement will be made 
under the Code of Civil Procedure No. 6–00 and the Enforcement and Bankruptcy Law No. 
2007. Hhould the award be rendered by an international arbitration tribunalj enforcement is 
possible through the application of International Arbitration Law No. 76q6 (the International 
Arbitration Law (IAL)). As Türkiye is a signatory to the (New York) Convention on the 
Recognition and Enforcement of Foreign Arbitral Awardsj enforcement is likely to be swift.

Law stated - 16 Mayıs 2025

Arbitral award
Is there any basis upon which an arbitral award issued by a foreign or 
international tribunal may be rejected by your local courtsW

Any re;ection of an international (foreign) arbitration award is sub;ect to regulation stipulated 
under the IAL. As Türkiye is a signatory to the (New York) Convention on the Recognition and 
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Enforcement of Foreign Arbitral Awards the basis of re;ecting any foreign arbitration award 
would be a verbatim adoption of the reasons stipulated under the New York Convention.

On that basisj Turkish courts are re3uired to follow a limited number of reasons stipulated 
under the New York Convention and the IAL in re;ecting the enforcement of any arbitration 
award. Two of the most fre3uently used ob;ections for re;ecting arbitration awards are that 
such an award would be contrary to public policy in TürkiyeD and that there has been some 
breach of due process or representation.

Law stated - 16 Mayıs 2025

Limitation periods
Are there any statutory limitation periods within which lawsuits must 
be commenced for construction work or design services and are 
there any statutory preconditions for commencing or maintaining such 
proceedingsW

Limitation periods for initiating a lawsuit under Turkish law varyj depending on the nature of 
the claim. Pursuant to the Turkish Code of Obligations (TCO)j the general limitation period in 
respect of receivables is –0 years unless otherwise provided by law.

Under construction contractsj excluding claims arising from a contractor1s gross negligence 
resulting in a failure to carry out works properly or in fullj the limitation period for ,ling a 
lawsuit is ,ve years.

Article 7’q of the TCO contains speci,c provisions in respect of claims relating to defective 
structurej whereby the limitation period is two years in respect of movable property and 
,ve years for immovable property. 9here any defect is the result of a contractor1s gross 
negligence the statutory limitation period is 20 yearsj regardless of the nature of the work. 
The Law on Public Procurement Contracts No. 7’z5 stipulates a statutory limitation period 
of –5 yearsj starting from the date of ,nal acceptance of work.

The main statutory precondition for ,ling a lawsuit in a Turkish court is to conclude the 
mandatory mediation process in advance.

Law stated - 16 Mayıs 2025

ENVIRONMENTAL REGULATION

International environmental law
Is your jurisdiction party to the Stockholm Declaration of 972?W Uhat are 
the local laws that provide for preservation of the environment and wildlife 
while advancing infrastructure and building projectsW

Yesj Türkiye has been party to the Htockholm 8eclaration of –J’2 as of 2z May 200–j 
and to the Rio Conference of –JJ2 as of 27 February 2007. In line with the principles of 
the Htockholm 8eclarationj which encourages individual countries to develop their own 
environmental policies and protect natural resources and wildlifej Türkiye has speci,c 
legislation in place to that endj including the Law on the Environment No. 2q’2j the Forest 
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Law No. 6qz–j the Animal Protection Law No. 5–JJj the Bosphorus Law No. 2J60j the Coastal 
Law No. zqz0 (amending the Coastal Law No. z62–)j and the Turkish Hoil Protection and 
Terrain Law No. 570zj as well as certain protections under the TCCj the Misdemeanours Law 
No. 5z26 and the Constitution.

Law stated - 16 Mayıs 2025

Local environmental responsibility
Uhat duties and liability do local laws impose on developers and 
contractors for the creation of environmental ha(ards or violation of local 
environmental laws and regulationsW

Pursuant to article –q– of the TCCj anyone convicted of causing harm to the environment by 
polluting soilj water or air through waste or residue contamination in violation of regulated 
technical procedures can be imprisoned for a period of up to two years. 9here such pollution 
results in human or animal diseases that are di4cult to treat (including infertility and any 
impact on the natural characteristics of animals or plants) this can result in a prison sentence 
of not less than ,ve years and a ;udicial ,ne (an amount payable to the Htate Treasury by 
the offenderj which is calculatedj unless otherwise stated in lawj by multiplying the identi,ed 
number of days with a speci,ed daily amount) of up to –j000 days.

The Law on the Environment No. 2q’2 governs environmental protection in Türkiyej 
and coversj speci,callyj biological diversity and the ecosystemD the protection of natural 
structures and wetland ecologyD the conservation of endangered and rare plant and 
animal speciesD the protection of natural resources and assetsD and seaj underground and 
surface-water resources.

Pursuant  to  this  lawj  institutionsj  organisations  and  businesses  that  could  cause 
environmental problems as a result of any planned activities are obliged to prepare an 
Environmental Impact Assessment Report or Pro;ect Introduction File. Approvals and 
permits cannot be givenj and no pro;ect can be put out to tenderj unless a company1s 
environmental impact assessment has been approvedj or unless the appropriate regulatory 
authority has ruled that an Environmental Impact Assessment Report is not re3uired.

Law stated - 16 Mayıs 2025

CROSS-BORDER ISSUES

International treaties
Is your jurisdiction a signatory to any investment agreements for 
the protection of investments of a foreign entity in construction and 
infrastructure projectsW If soE how does your model agreement de,ne 
‘investment’W

Yes. Türkiye is a signatory to and has adopted more than –00 bilateral investment treaties 
with other countries as of 2025. These agreements aim to promote and protect foreign 
investment by offering guarantees and protections to foreign investors against various forms 
of expropriationj discrimination and other risks that may arise in the host country.
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Investments are generally de,ned as covering every kind of asset or investment (connected 
with business activities) invested in or ac3uired for the purpose of establishing lasting 
economic relations in the territory of a contracting party in conformity with its laws 
and regulations. Home agreements also cover speci,c provisions for the protection of 
investments in construction and infrastructure pro;ectsj such as provisions on fair and 
e3uitable treatmentj protection against expropriation without compensation and access to 
dispute settlement mechanisms.

Law stated - 16 Mayıs 2025

Tax treaties
:as your jurisdiction entered into double taxation treaties pursuant to 
which a contractor is prevented from being taxed in various jurisdictionsW

To prevent double taxationj Türkiye has concluded treaties for the avoidance of double 
taxation with many countries. The purpose of these treaties is to avoid the double taxation 
of income that arises in one country and is received by residents of another country.

General  double taxation treaties apply to construction works (on the basis of  sites 
constituting permanent entities) and most treaties are deemed to be contractor-friendly. 
Practice and exemptions vary according to the nationality of the contractor.

Türkiye currently signed double taxation treaties with over q0 countriesj including the United 
Htatesj the United Oingdomj Germanyj Francej China and 'apanj among others.

Law stated - 16 Mayıs 2025

Currency controls
Are there currency controls that make it di@cult or impossible to change 
operating funds or pro,ts from one currency to anotherW

Türkiye has no currency controls speci,c to construction works. Those parties and 
transactions to which currency regulations apply are speci,ed under the Amendments to 
Presidential 8ecree No. z2 Regarding the Protection of the éalue of the Turkish Currency 
(20–q). Furthermorej with the amendment made in Communi3uP No. 200q-z2Qz7 on 
8ecision No. z2 on the Protection of the éalue of the Turkish Currency and published in 
the O4cial GaWette dated –J April 2022j it is prohibited to pay the contract price in foreign 
currency in movable sales contracts to be concluded among residents of Türkiye.

Law stated - 16 Mayıs 2025

Removal of revenues, pro@ts and investment
Are there any controls or laws that restrict removal of revenuesE pro,ts or 
investments from your jurisdictionW
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Generallyj there are no restrictions on pro,t distribution or investmentsj and these are sub;ect 
to standard corporate law practices. Tax regulation should be taken into consideration in any 
transactionsj howeverj since withholding tax or tax exemptions may apply.

Law stated - 16 Mayıs 2025

UPDATE AND TRENDS

Emerging trends
Are there any emerging trends or hot topics in construction regulation in 
your jurisdictionW

The most pertinent developments in Turkish construction regulations are Presidential 
8ecree No. 520z of 2z February 2022j and the Twelfth 8evelopment Plan (2027S202q)j 
approved by the Grand National Assembly of Türkiye on z– October 202z.

Presidential 8ecree No. 520z (on the Principles Regarding the Implementation of the 
Provisional article 5 of the Public Procurement Agreements Law No. 7’z5) gives contractors 
the right to re3uest additional price differences (price ad;ustments) that arise from the 
unforeseeable price increases in the ma;ority of the raw materials and the employment 
pricesj andQor to assign construction agreements (sub;ect to the approval of the appropriate 
agencies) provided that the conditions speci,ed in the 8ecree are metj the appropriate 
construction contract is executed in accordance with the Public Procurement Lawj and the 
currency of any agreement is in Turkish lira.

Law stated - 16 Mayıs 2025

Construction 2026 Explore on Lexology

https://www.lexology.com/gtdt/workareas/construction?utm_source=GTDT&utm_medium=pdf&utm_campaign=Construction+2026

	Cover page
	Inner cover
	Contents page
	Contributors page
	Answers page

