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Purpose of the Training

The purpose of this training is to

* Raise awareness of financial issues through an auditor’s
perspective and

* to provide information about tax exemptions on
VAT, Stamp duty tax, income tax etc.

Training will be in two parts:
» 1-Auditing Issues
» 2-Tax Exemptions
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PART Il
TAX EXEMPTIONS
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Tax Exemptions Granted to EU Funded projects

Tax exemptions granted to EU Funded projects
are covered under FWA's and Communiqués
announced by Ministry of Finance

 ForIPAIFWA: Law No:5824
* For IPA Il FWA: Law No:6647

Horizon 2020 projects are not covered under
|IPA Programme. However, they are benefited
from tax exemptions with the same conditions
covered Communique of the Ministry of
Finance.
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Tax Exemptions Granted to EU Funded projects

The Communiqué for IPA Il was published on
13/02/2016

Available at below address:

Describes

* The scope of the tax exemptions applicable also
for Horizon 2020 projects

 How to obtain VAT Certificate

 How to benefit from exemptions

 How to claim VAT and SCT already paid
* Notification regulations for benefited VAT
« Special regulations on tangible assets
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Tax Exemptions Granted to EU Funded projects

The scope of the tax exemptions:
1. Value Added Tax (KDV)
- 2. Special Consumption Tax (OTV)
é 3. Stamp Duty Tax (Damga vergisi ve harclar)
= 4. Motor Vehicle Tax (MTV)
\:)} 5. Income Tax (Gelir ve Kurumlar Vergisi)
6. Special Communication Tax

7. Inheritance&Transfer Tax (Veraset ve Intikal
Vergisi

8. Customs Duty (Gumruk Vergisi)

The listed tax exemptions can be directly benefited except VAT.
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How to obtain VAT Exemption Certificate

For natural person EU Contractors of whom
residence and or legal parson EC Contractors
of whom business base (registered base) are
located in a province where a Presidency of
Local Tax Administration (Vergi Dairesi
Baskanligi) is located:

TURKEYi
HORIZON 2020

If the allocated budget share within the
grant agreement is equal or less than 4
million TRY;

If the allocated budget is more than 4
million TRY, than they will directly apply to
Revenue Administration HQ in Ankara

If the Contractor is registered to Large
Scale Taxpayers Tax Office, will apply to
Bliyuk Mukellefler Vergi Dairesi Baskanligi

Otherwise the Contractor will apply to
relevant Local Tax Revenue Administration
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How to obtain VAT Exemption Certificate

If the EU Contractor is
located in another province
where they are under

1 responsibility of Local Tax
EOE . . .
E; Administration namely
=] “Defterdarhk” and allocated
=-F budget is equal or less than
e 2 million TRY, they will

apply to Defterdarlik;

&

If the allocated budget is
more than 2 million TRY,
they will apply to Revenue
Administration HQ in
Ankara
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How to obtain VAT Exemption Certificate

The non-resident EC

Contractors, will directly The exchange rate for

apply to Revenue

Q buying of TCMB on the
(a5 - c g
SEQ0 Administration HQ in e :
Lz Ankara regardless their date of application will
Q- : be taken into account
=t allocated budget in the
2 Grant Agreement.
o
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How to obtain VAT Exemption Certificate

Example: The consortium is composed of below
institutions with the allocated budgets

Coordinator: Liepzig University: 3.000.000 EUR
1st Partner: Eskisehir University: 1.000.000 EUR
2nd Partner: 100. Y1l University. 300.000 EUR

3rd Partner: X Ltd Company in Istanbul
registered to Buyuk Mukellefler VDB: 1.250.000
EUR
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Obtaining VAT Exemption Certificate

2" partner: 100. Yil
University: Less than 2
million TRY and there is

Oi Defterdarlk. So apply to
= 8 = Van Defterdarhgi
>N E
& E
o~ (=)=
N2
-y 15t Partner: Eskisehir
o University: Less than
o ngs 4 million; apply to

Eskisehir VDB. If
over than 4 million
TRY; apply to
Revenue
Administration HQ

&

Coordinator Liepzig
University will apply to
Revenue Administration HQ
in Ankara (if needed)
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Obtaining VAT Exemption Certificate

TURKEYi
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Note that all documents
should be certified copy
and dated. The name of

The official letter will be the signatory holder
issued by the Tax should be mentioned in
Authority. Same each page.

Necessary Documents authority will issue the

for Application Certificate. No need to

* Information Form (to be issued go to tax office anymore

by Grant Beneficiary) (new regulation)
e Grant Agreement
e Budget (Annex:2)
e Petition Letter

* Waiver letter provided from
Consortium members
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Frequently Asked Questions

How to benefit from VAT Exemption?
What is the scope of the VAT exemption?
Just direct costs or including indirect costs?

How can | benefit from VAT exemption for
fixed assets?

Can | claim back the already paid VAT?

What is the procedure for VAT refund claim
for Public Institutions?

Is it different for the profit organisations?
What will happen for the ineligible costs?
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How to benefit from VAT Exemption?

Purchasing Goods and Services

*» If the price is over than 3.500 TL, a supplier agreement
(annex 7) is required. A certified copy of the agreement
should be submitted to the supplier

VAT exemption is a kind of “full exemption”. So, no VAT when
purchasing and if paid reimbursement of VAT is applicable.

The supplier is also entitled to reimburse the VAT covered.

*» If the price is less than 3.500 TL, no need for agreement.
Just submission of Certificate is enough

Reference on the invoice: “6647 sayili kanunla uygun bulunan
IPA Il Cergeve Anlasmasi’nin 28/2. maddesi uyarinca,.... Tarih
ve .... sayili KDV Istisnasi geregince KDV hesaplanmamistir.

The supplier agreement will be issued and approved by the
Grant Beneficiary.

Is the supplier agreement subject to Stamp Duty Tax?
No. New provision. Not applicable for IPA | contracts.
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How to benefit from VAT Exemption?

*+ Purchasing Fixed Assets:

Birlik Yuklenicisi, Birlik Sozlesmesi kapsaminda
teslim edeceqi mallar veya sunacagl hizmetler veya
yapacagi isler ile baglantili olarak temin edecegi
ATIKleri, ancak soz konusu kiymetlerin sadece Birlik

SozlesmeS| kapsaminda kullanilan kiymetler olmasi
ve bu kiymetlerin Birlik SO0zlesmesinin sona
ermesiyle Hibe Yararlanicisina bedelsiz tesliminin
ongorulme3| halinde, yukarida yer alan esaslara
gore KDV'siz olarak temin edebilme imkanina
sahiptir. Bu durumda Hibe Yararlanicisi tarafindan
onaylanacak Tedarik Sozlesmesinde (EK-7), bu
Kiymetin Birlik Sozlesmesi sonunda Hibe
Yararlanicisina bedelsiz devir olunacagi acikca
belirtilecektir.
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How to benefit from VAT Exemption?

Purchasing Fixed Assets:
What will happen if the VAT is paid?

Birlik Sozlesmesinin sona ermesiyle, odenen KDV'nin,
bu kiymetin Birlik Sozlesmesi kapsaminda kullaniima
suresinin, bu kiymet igin belirlenen amortisman suresi
oranina isabet eden kismi icin iade talep edilecektir. Bu
durumda Birlik Yuklenicisi, Tedarik Sozlesmesini (EK-7)
Hibe Yararlanicisina onaylattirirken, Hibe
Yararlanicisinin bu kiymetin Birlik Sozlesmesi
kapsaminda ne kadar sure kullanilacagina dair bir serh
koymasinl saglayacaktir.
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VAT Exemption

VAT exemption is applicable for both domestic
purchases and in import.

While importing the goods; the import list (Ithal
Edilecek Mallar Listesi) will be prepared and
approved by the Grant Beneficiary.

The Customs Administration will not claim VAT,
SCT and Customs Duty if applicable.

If the imported good is subject to Special
Consumption Tax; than upon submission of this
list, no SCT will be calculated.
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Comparison of VAT Exemption

Which provisions are more advantageous
compared to VAT exemption granted for R&D
activities?

Vat exemption for R&D activities is a kind of
“partial exemption” (Kismi istisna)

The vat paid can not be deemed as input

Vat exemption for EU contracts is a kind of
“full exemption” (tam istisna)

So0; second option is more advantageous
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VAT Tax Refund
v For public institutions less requirements.

Kamu Idarelerine Yapilacak ladeler

Bu Teblig hukumlerine gore vergi iadesi ile ilgili iglemlerde Yeminli
Mali Musavir Raporu veya vergi incelemesi gereken hallerde, Birlik
Yuklenicisinin genel yonetim kapsamindaki kamu idareleri ile ozel
kanunla kurulan kamu idareleri olmalari durumunda, Yeminli Mali
Musavir Raporu veya Vergi Inceleme Raporu sarti aranmaz.

v T]ec]fx refund can be claimed either in cash or set
off.

v For profit entities,_if requested in cash, amounts
exceeding 5.000-TL is subject to either YMM
reports or reports of the tax inspectors

v For set off request, no limits
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Notification Rules

The Certificate holder should prepare and
approve the annual list for every year and submit
to the Tax Office until end of February of the
following year. And a whole cumulative list at the
end of the implementation period following the
2nd following month of the end date.

(Annex:8)

New regulation. No notification for quarterly
basis.

Recommendation: This list should be live
document and should be filled regularly.
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Stamp Duty Tax Exemption

Stamp duty tax exemptions
» contracts&agrements
» Grant Contract itself

» Payrolls (Maas bordrosu). Other documents
prepared under Public Procurement Law
(4734) such as:

Odeme emri belgesi, s6zlesme damga vergisi

Note: Most of the stamp duty exemptions are
new regulations under IPA ll. So, there is no
ruling letter for most of stamp duty exemptions.
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TURKEY
HORIZON 2020

Income&Corporate Tax Exemption

v General Rule: Taxation is rule but exemption is derogation

IPA Il Cergeve Anlagsmasinin 2_8(2)%d) maddesi uyarinca, Birlik Sozlesmelerinden
gobgg_n kar veya gelir Turk vergi sistemine gore Turkiye Cumhuriyetinde vergiye
abidir.

. Ancak, AB ve;&a AB ve Turkiye ortak katkisi ile finanse edilen Birlik Sozlegsmelerini
- yuruten gerge

- AB llkeleri ile Turkiye disindaki IPA Il yararlanicisi diger UGlkelerde mukim veya
“ kurulu olan ve

- Uygulanabilir bir cifte vergilendirmeyi onleme anlasmasi hukumlerine gore, Birlik

ve tuzel kisi Birlik Yuklenicilerinden,

Sozlesmesinin yurutulmesinden elde ettikleri kazanci Turkiye'de bir igyerine

Q(:’?@tfedilemeyen veya Turkiye’de mukim statustunde bulunmayanlarin

Birlik S6zlesmesinin yurutilmesinden elde ettikleri gelir veya kazanc, gelir ve

kurumlar vergisinden istisnadir. Bu istisna, soz konusu kigilerin elde ettikleri gelir

\iéeya kazanca iligkin olarak yapilan gelir ve kurumlar vergisi tevkifatlarini da
apsar.

Ayni zamanda bu s_c'_izlesmel,er kapsaminda bir Birlik Yuklenicisine bagli olarak:
hizmet ifa eden ve Ucreti Birlik Sozlesmesi butgesinden odenen ve AB ulkeleri ile
Turkiye disindaki IPA Il yararlanicisi diger ulkelerde mukim olan gergek kisilerin
elde ettikleri gelirler de gelir vergisine tabi deqildir.
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Income&Corporate Tax Exemption

v For natural persons non residing in Turkey

They are exempted provided that Turkey has no
taxation right as per Double Taxation Treaty.

v" For legal entities non residing in Turkey
They are exempted provided that Turkey has no

ﬁ taxation right as per Double Taxation Treaty.
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Income&Corporate Tax Exemption

However, for grant beneficiaries, both natural persons and legal
entities of whom business center is located in Turkey, according to
Law N0:6456 (18.04.2013, a provisional article (no:64) is added to
Income Tax Code No:193

“Avrupa Birligi organlariyla akdedilen ve usuliine gére ydrdrllige
konulan anlasmalar gergevesmde proje karsiligi saglanan hibeler,
Ozel bir fon hesabinda tutulur ve gelir olarak dikkate alinmaz. S6z
konusu hibelerle Igergek/eﬂ:nlece /orOJeler,e,/I@km olarak bu fondan
yapilan harcamalar, gelir ve kurumlar vergisi matrahinin tespitinde
gider ve maliyet olarak dikkate alinmaz. Proje sonunda herhangi bir
?ek//de harcanmay_an ve iade edilmeyen tutarin kalmasi halinde bu
utar gelir kaydedilir.

Birinci fikra cergevesinde saglanan hibelerle finanse edilen yillara
sari insaat ve onarim iglerine iliskin 6demeler lizerinden ve fvapt/klar/
serbest meslek igleri dolayisiyla bu isleri icra edenlere yapilan
Odemelerden, fon hesabindan yapilan harcama tutarlari ile sinirli
olmak (izere, 94 Uncu maddenin birinci fikrasinin (2) ve (3) numarali
bentleri ile 5520 sayili Kurumlar Vergisi Kanununun 15 inci
maddesinin birinci fikrasinin (a) bendi ve 30 uncu maddesinin birinci
fikrasinin (a) ve (b) bentleri uyarinca vergi kesintisi yapiimaz.”
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Income&Corporate Tax Exemption

Be careful; the exemption provided for witholding
tax for freelancer’s earning is not applicable as it
Is deemed as secondary level payment.

Similarly, the grant amount will be recorded as
reserve (549 Ozel Fonlar) instead of income
accounts.
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THANK YOU FOR YOUR PATIENCE

O For more questions, harunasa@yahoo.com
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