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Individual Pension Savings And Investment System Law
PART ONE
Purpose, Scope and Definitions
Purpose and Scope 
Article 1- As a supplement to the public social security system, this law aims to help individuals prosper by giving them an additional income during their retirement by encouraging investment in pension accumulations, to create employment by proving the economy with long-term resources, and to contribute to economic growth by regulating and supervising the individual pension system's voluntary participation and set contributions.

The scope of the law involves the regulation of the principles and procedures on the establishment, operation, management and auditing of pension companies; the participation and leaving of the system and pension conditions, the foundation of pension mutual funds, the collection and investment of these funds, intermediary services, the scope of public disclosure information, and other matters regarding the individual pension system.  
In the absence of provisions in this law, relevant provisions of the capital markets and insurance legislation and general provisions shall apply.
Definitions
Article 2- The terms mentioned in this law are as follows:

a) Minister or Ministry: The minister or ministry associated with the Undersecretariat of the Treasury,
b) Undersecretariat: The Undersecretariat of the Treasury,
c) Board: The Capital Markets Board,
d) Participant: The real person who is the party to the pension contract for and on behalf of him or herself, 
e) Contribution: The amount that must be paid pursuant to the pension contract provisions, 
f) Company: The pension company,
g) Fund: Pension mutual fund,
h) Portfolio Manager: The board-approved portfolio management company that has obtained the portfolio management license from the board, 
i) Custodian: The board-approved custodian company that holds the assets in the pension mutual fund portfolio, 
j) Individual Pension Account: The account that holds the contributions paid for and on behalf of the participant pursuant to the pension contract, and all proceeds created for the participant from these contributions,
k) Accumulation: The total of the contributions in the individual pension account and the proceeds from these contributions,
l) Individual Pension Intermediaries: The persons that act as intermediaries to pension company contracts or that draw up the contracts on behalf of the pension company
    .
PART TWO
Individual Pension Advisory Board
 
Formation and Duties
Article 3- The Individual Pension Advisory Board was established to set forth the individual pension policies and provide recommendations on measures in order to the implement these policies.  The Individual Pension Advisory Board shall be led by the Undersecretariat of the Treasury and shall consist of at least one representative each at general manager  level appointed by the Ministry of Finance, the Ministry of Labor and Social Security, the Undersecretariat of the Treasury, and the Capital Markets Board. The Individual Pension Advisory Board shall convene at least once every quarter on a date and with an agenda recommended by the Undersecretariat. 

The Undersecretariat shall perform the secretarial services for the Individual Pension Advisory Board. The Undersecretariat shall establish the Individual Pension Advisory Board's operational principles and procedures by a regulation with approval of the the Individual Pension Advisory Board .
PART THREE
Pension Contract
Pension System Participation and Pension Contract
Article 4- Persons with the capacity to act may participate in the individual pension system. A pension contract is drawn up for participation in the system. The pension contract sets forth the procedures and principles on the opening of an individual pension account with the company, contribution payments to the account, investments of paid contributions to preferred funds, and payments of totals saved in the account to the beneficiaries, as well as the parties' other rights and obligations within this scope. The pension contract may be drawn up as an individual pension contract with the participant, or it may be based on a recruitment relationship, or as a group pension contract with an organization on behalf of the participant. The Undersecretariat sets forth the procedures and principles with regard to the pension contract and to the matters to be included in the contract with advice from the Board. 
Rights and Obligations of Participant and Company
Article 5- Pursuant to the pension contract provisions, the contributions shall be paid into the individual pension account opened by the company on behalf of the participant. The company shall be obligated to invest the contribution amount on the second day after receiving it at the latest. The participant may diversify the contribution between multiple funds within the scope of the pension contract. The participant may request the transfer of individual pension account accumulations into another pension company. The company shall fulfill such a request within 10 working days at the latest after receiving the request and shall transfer the accumulations along with all account information and documents. The participant must have spent at least one year at the company before making a transfer request again. The Undersecretariat has the authority to reset this period to up to three years.  The Undersecretariat shall determine the procedures and principles with regard to transfers, transfer requests, and the period to remain with the company with advice from the board.

If the company fails to duly fulfill its distribution, transfer and investment obligations as set forth by this article, it shall calculate any financial losses arising from this transaction and reimburse the participant's account by taking into account the fund unit price changes. In the absence of a participant account, payment shall be made to the participant directly. 
In case of partial or full contribution payments into the accounts of employees or members by an association, a legal professional organization or similar organization or group or employer, the contributions and proceeds shall be managed separately in individual pension accounts, and the rights and obligations with regard to the accumulations in these accounts shall be set forth in the group pension contract within the scope of the procedures and principles established by the Undersecretariat. The participant's vesting period for accumulations shall in no case exceed seven years from entry into the group pension contract.

Retirement and Pension Options
Article 6- The participant shall become eligible for retirement after attaining the age of 56, provided that at least 10 years have passed since entry into the system. The retirement-eligible participant may request payment of accumulations in the individual pension account according to a plan, or receive a lump-sum payment in full or a salary according to the annuity contract. In case the participant requests reimbursement of accumulations as per this article or obtains an annuity contract with another company or life insurance company, the company shall reimburse the accumulations in the account to the participant or transfer them to the relevant company within 10 working days at the latest after receiving the request.

Annuity refers to the regular payments that begin immediately or after a certain period to be paid to the insured or beneficiary for their lifetime or for a certain period based on the lump-sum or periodic payments that had been made, provided the insured is alive. The retirement pension shall be determined based on the annuity contract and may be paid monthly, quarterly, semi-annually or annually. The annuity contract shall state the risks borne by the relevant company pursuant to the annuity general conditions, the type and scope of the indemnity obligation, the parties’ rights and obligations, payment periods, the contract term, the conditions that dissolve the contract, and other related matters. 
If within the pension contract period the participant dies, the beneficiary--or, if the participant becomes disabled, the participant himself/herself--may request withdrawal of the accumulations in the individual pension account. If the participant requests to leave the system before becoming eligible for retirement, the company shall reimburse the participant all of the accumulations within 20 days of receiving the notification. However, a partial payment may be made to the participant without leaving the system in circumstances determined by the Undersecretariat. The Undersecretariat shall determine the amount of partial accumulations and the procedures and principles regarding the payments to be made to companies as per this article. 
If the company fails to duly fulfill its transfer and reimbursement obligations as set forth by this article, it shall calculate any financial losses arising from this transaction and reimburse the participant's account by taking into account the fund unit price changes. In the absence of a participant account, payments shall be made to the participant him or herself. 
Pursuant to the provisions of the pension contract or the annuity contract, if the amount that is due to the beneficiaries has not been claimed within 10 years, it shall be transferred to the Central Bank of the Republic of Turkey on the order of the Undersecretariat within six months from the start of the year following the tenth year by drawing up a statement showing the beneficiaries’ names, last names and the amount due to the beneficiaries.. The money deposited into the Central Bank shall be recorded as revenue to the Treasury if it has not been claimed within two years. 

Implementation procedures on pension plans and the rates and technical procedures on the annual income insures are set freely.  If deemed necessary, the Minister may require Undersecretariat's approval for the implementation of procedures and the rates and technical procedures. The Undersecretariat shall decide on the investigation to be conducted by the Central Bank and companies to find the beneficiaries as per this article and on the procedures and principles with regard to investing the said amount by the company within 10 years and by the Central Bank within two years with approval of the Board.

The Undersecretariat has the authority the extend up to six months the time of the procedures stated in Article 5 and this article by taking into consideration the investment instruments' maturity periods and pricing periods.
Entrance Fee, Administration and Fund Management Expenses
Article 7- The company may demand an entrance fee when the participant enters the system for the first time and opens a new individual pension account. These entrance fees may be paid in installments, separately from the contributions, into the pension account, within one year at the latest. Administration and fund management expenses may be deducted on the contribution, fund assets or fund management fee. All deductions made on the individual pension accounts and entrance fees must be clearly stated in the pension contract and in promotions and advertisements. The Undersecretariat shall decide on the entrance fee and administration and fund management amounts or rates, as well as the procedures and principles with regard to them with the approval of the Board.

 
PART FOUR
Regulation on the Pension Company
 Establishment Principles and License 
Article 8- Pension company means the company established pursuant to this law and licensed in the pension branch created as per this law to do business in the individual pension system. The company may also obtain a life and personal accident insurances license pursuant to the provisions of the Law on Insurance Control, No. 7397 dated December 21, 1959.
If the company operates in branches other than the pension branch, the accounts for each branch shall be kept separately.
The Minister shall issues the establishment license. The company to be established must have "pension" in the wording of its title. The establishment application shall be made with the Undersecretariat.
The company:
a) must be established as a joint-stock company,
b) its area of operation must be limited to the businesses set forth in this law,
c) it must have capital of at least 20 trillion, Turkish lira and paid-up capital of at least 10 trillion Turkish lira, and it must commit to paying the remaining amount within three years,
d) its stocks must be issued in exchange for cash and all must be registered shares,
e) its articles of association must comply with the provisions of this law,
f) it must present a business plan, system design and feasibility report.
g) Its founders:
1) must not consist of liquidated bankers, banks or insurance companies, and must not have 10 percent or more direct or indirect shares with other organizations that operate in the money and capital markets. 
2) its operations must not have stopped completely or in certain areas of operation permanently or temporarily for a period of one month or more within one year of application pursuant to relevant legislation,

3. it must not have declared insolvency or effected a composition; and must not have received a prison sentence of five years or more for an intentional crime, even if the periods stated in Article 53 of the Turkish Penal Code have expired, or for crimes against the security of the state, against the constitutional order and the operations of this order, and against national defense, state secrets, and for crimes of espionage, embezzlement, corruption, bribery, theft, fraud, forgery, breach of faith, fraudulent bankruptcy, bid rigging, fraud in execution, or obstruction, disruption, destruction or change of the information system, misuse of bank or credit cards, laundering criminal assets, financing terrorism, smuggling, tax evasion, or misappropriation, 

4) it must possess the financial strength and reputation required to be a pension company.
At least 51 percent of the capital must belong to legal persons with sufficient capital markets know-how and experience, and legal person founders and legal persons auditors must possess the qualifications required in the founders, with the exception of clause 4, paragraph (g), sub-clause 4 of this article.
The Undersecretariat may increase the capital amount required for establishment license, provided that it does not exceed double the amount and limits required by the Wholesale Price Index of the Turkish Statistics Institute. 
Operating License 
Article 9- An operating license for the pension branch is a requirement for the operation of the company that has obtained the establishment license. The Undersecretariat issues the operating license for the pension branch. The following conditions are required for an operating license application to the Undersecretariat;

a) Completion of all planning to be providing at least 200,000 participants with services within two years,
b) Completion of the projected business plan and system design formation,
c) Completion of compliance in physical space, technical and administrative infrastructure, and human resources
.

The establishment license shall become invalid automatically if the operating license application for the pension branch has not been made or the required documents have not been completed within one year of license issuance. The company that has obtained an operating license for pension branch is required to apply to the board to establish a fund within three months from the license issuance date at the latest. The establishment license and operating license shall become invalid automatically if the fund establishment application has not been made on time or if the application has been denied. 
The Undersecretariat shall decide on the information and documents to be requested for the establishment license and the operating license and other procedures and principles with the approval of the Board.
Use of Pension Terms, Announcements, Advertisements and Public Disclosure
Article 10- With the exception of the social security institutions established by the law, pension funds established pursuant to Provisional Article 20 of Law No. 506 dated July 17, 1967, and the funds established pursuant to the provisions of Turkish Civil Law No. 743 amended by Law No. 903 dated July 13, 1967, the natural and legal persons that are not included within the scope of this law shall not use terms such as "Pension," "Pension Plan", "Pension Fund" or "Pension Mutual Fund" or the terms that serve the same meaning.

The company and individual pension intermediaries shall not make false, misleading or deceiving statements to the participants, third parties and organizations, nor shall they make such statements in their announcements, advertisements, brochures, and other operations for this purpose. The Undersecretariat shall decide on procedures and principles regarding the public disclosures, disclosure periods and duration and on announcements and advertisements with the approval of the Board.
Company's Responsibilities and Individual Pension Intermediaries
Article 11- The company shall be responsible for: 

a) receiving service from the banks in accordance with the pension contract principles set forth by the Undersecretariat,
b) transferring to the funds the contributions collected in accordance with the pension contract and keeping the individual pension accounts and other records up to date,
c) ensuring that portfolio managers manage the fund portfolio in line with the company's general fund management strategy and decisions,
d) ensuring that participants get access to daily information about their individual pension accounts,
e) providing periodic information to participants regarding matters such as fund portfolio assets, fund performance and financial statements,
f) ensuring that the information, documents and statements requested by the Undersecretariat and the board and the individual pension registry system are arranged in accordance with the procedures and principles.
g) performing internal audits of the company  accordance with the procedures and principles set forth by the Undersecretariat and the pension mutual fund in accordance with the procedures and principles set forth by the Board,
h) taking all necessary measures for the safekeeping of the records and assets in order to maintain the individual pension accounts and pension operations and to protect fund assets,
i) avoiding actions that may put in danger the participants' rights and interests and the operations of the individual pension system, operating in line with the legislation and business plan principles, providing appropriate recommendations, acting in accordance with principles of goodwill, and taking the necessary measures to ensure that the individual pension intermediaries act in line with these principles 
.
The individual pension intermediaries are required to register with the individual pension intermediaries registry, kept by the Pension Monitoring Center in accordance with the principles set forth by the Undersecretariat. The Undersecretariat shall determine the qualifications and conditions required for the individual pension intermediaries and their operations, any prohibited activities, registry entrance and removal, and the procedures and principles on other matters. 
The individual pension intermediaries shall be responsible for:
a) engaging in activities in line with the requirements of the profession, principles of goodwill, and legislation, 
b) avoiding actions that may put in danger the participants' rights and interests and the operations of the individual pension system,
c) providing participants with appropriate recommendations based on their age and expectations by taking into consideration the system's long-term structure and tax regulations, 
            d) participating in the supplementary professional competency training program 
. 
The Undersecretariat may rescind the individual pension intermediary's sales license temporarily or cancel it, depending on the severity of the action against the provisions of this article. The Undersecretariat shall cancel the individual pension intermediary licenses that do not comply with the qualifications and conditions required by the intermediaries.  The canceled records shall be deleted from the individual pension intermediaries registry. 

Organizations and Units of the Company
Article 12- The company board shall be comprised of at least five persons. The company CEO--and in his/her absence, the deputy CEO--is the essential member of the board. The majority of the board members are required to possess the qualifications, except the professional experience period, set forth in this article ,  required for the CEO. Audit committee members, the CEO, deputy CEOs, and other signatory executives in equal position as the deputy CEO in terms of authorizations and duties, even if they are recruited under other titles, must possess the qualifications set forth in Clause 3 of 

this article: they must hold at least a bachelor’s degree and have professional experience in the insurance or business fields. The minimum requirement for professional experience is 10 years for the CEO and seven years for deputy CEOs and other signatory executives in equal position as the deputy CEO in terms of authorizations and duties, even if they are recruited under other titles. 

The Undersecretariat must be notified about CEO and deputy CEO position appointments, along with the documents proving that they possess the qualifications set forth in this article. The appointments may be completed in 15 working days from the notification date, provided that the Undersecretariat does not object. In the event of the termination of work of the CEO or deputy CEOs for any reason, the company and the person who left the position shall notify the Undersecretariat by explaining the reasons for doing so within 10 working days of termination.
Those who have been sentenced to prison or ordered to pay a severe punitive fine more than once for breach of the provisions of this law, or those who do not fit Article 8, Clause (g) of the law, with the exception of Article 8, Clause 4, Paragraph (g), Sub-Clause 4, shall not be employed as a board member, audit committee member, CEO, deputy CEO, or first-degree signatory executive in any company. The company is required to immediately remove signature authorizations of these persons. Upon supervisions, if any company executives or employees have been determined to have been in breach of this law or other provisions of relevant legislation, or have put in danger safe operation of the company, their signatory authorizations shall be removed temporarily upon request by the Undersecretariat after legal proceedings have been initiated against them. These persons shall not be employed at any company as personnel with signatory authority without the permission of the Undersecretariat.

Articles of Association Amendments, Transfer of Shares and Assets, and Mergers
Article 13- The Undersecretariat's approval is required for amendments to the company's articles of association. Amendment proposals that have not been approved by the Undersecretariat shall be discussed at the General Assembly. The registrar cannot register the amendments to the articles of association in the Trade Registry without the approval of the Undersecretariat.

The Undersecretariat’s permission shall be sought for share acquisitions that result in one partner’s shares exceeding the company’s capital by 10, 20, 33 or 50 percent through acquisition by a natural or legal person of the shares that represent 10 percent or more of the company capital, or for share transfers that result in one of the partners’ shares going below these figures. This provision shall apply for acquiring voting rights and for pledges of shares as well. The Undersecretariat’s permission shall be sought for the transfer of shares that give the privilege to name members for the executive and supervisory boards, or that have usufruct right.
The Undersecretariat’s permission shall be sought for transfer of the company's assets and liabilities to another pension company or for mergers with one or more pension companies.
The Undersecretariat’s permission shall be sought for direct or indirect sale of shares that belong to legal persons that possess 10 percent or more of the company's capital in accordance with the ratios and principles set forth in Clause 2 of this article. The permission may be given if the acquiring partner fits the conditions required by the founding partners. If another legal person owns the shares of capital that controls the management and supervision of the legal person shareholder, the provision of this clause shall apply up to the natural person shareholder(s). 
Registrations in breach of the provisions of this article shall be void.
The Undersecretariat shall establish, with the approval of the Board, the procedures and principles on the acquisition and transfer of shares in the company, the transfer of company assets, and the use of rights, except dividends, in the event that company partners lose the qualifications sought in this law, as well as on indirect shareholding, company mergers, and other matters.
Strengthening Financial Structure and Improving Company Practices
Article 14-If it has been determined that the company is engaging in practices that may endanger the participants’ rights and interests or it is failing to fulfill its contractual obligations, or its financial structure is declining to a level that may endanger the participants’ rights and interests, the Minister may request the following from the company board: 

a) take the necessary measures to improve the company's business processes, technical infrastructure and practices, 
b) increase the capital, pay the unpaid capital, call on the shareholders to make payments on account of the capital, or stop distributing dividends,
c) sell or put a stop to the sale of affiliates and fixed assets partially or completely, and stop acquiring new affiliates and fixed assets, 
d) put a block on the free assets in a bank and do not take any action regarding these assets without permission, 
e) take measures to improve the company's financial structure
.

The Minister has the authority to do the following with regard to the company, if it has been determined that the measures recommended in the improvement plan were not taken in a timely manner, or the conditions stated in Clause 1 of this article still continue despite implementing these measures, or if it is not possible to improve the financial condition of the company even if the measures set forth in Clause 1 of this article are implemented: 
a) revoke its authority to enter into a new contract or renew it,
b) appoint members to the board by dismissing all or some of the board members or by increasing the number of members,
c) transfer to other companies the funds and, if any, the portfolios from other branches within the scope of the principles to be established,
d) revoke operating licenses,
e) declare bankruptcy,
f) and take other measures it deems necessary.
 

PART FIVE
Regulations on Pension Mutual Funds 
 Pension Mutual Fund and Fund Bylaw
Article 15- The fund means the assets that are created to manage the contributions that the company receives as per the pension contract and controls in individual pension accounts, in accordance with the principle of risk diversification and fiduciary ownership. The fund does not have a legal entity. The fund cannot be used or established for any purpose other than those set forth by the law.

To establish the fund, the company must apply to the board by providing the fund's bylaw, pension contract and other documents requested by the Board. The Board shall establish the procedures and principles, with the approval of the Undersecretariat, regarding the requirements for the establishment of license applications.
The fund bylaw is an adhesion contract that involves custody of the fund portfolio between the participant and the company, and the custodian and the portfolio manager in accordance with the principles of fiduciary ownership. Upon approval by the Board, the fund bylaw shall be registered within six working days from the license issue date at the trade registry where the company’s headquarters is located and then published in the Turkish Trade Registry Gazette. The Board shall establish the procedures and principles of the fund bylaw upon the approval of the Undersecretariat.
Principles on Commencing Fund Operations
Article 16- The company is required to apply, along with the requested documents, to the Board for registration of participation documents within six months from the fund establishment license date at the latest. Failing to do so shall result in the removal of the fund bylaw from the trade registry by the company, and the relevant documents shall be sent to the board within six working days from the removal date. The following conditions must be met for the Board to evaluate the fund registration application:

a) Registration of the fund bylaw where the company’s headquarters are located, and publication in the Turkish Trade Registry Gazette,
b) Institution of an adequate venue, technical equipment and organization, establishment of the fund service department and the fund board, creation of an internal audit system, completion of duty and responsibility assignments accordingly, and preparation of the necessary documents accordingly,
c) Establishment of a technical structure to allow seamless business flow and communication with the accounting registration and document system,
d) Identifying the human resources regarding the funds,
e) Signing a portfolio management contract with at least one portfolio manager,
f) Sustenance by the company of the establishment conditions set forth by the law.

The board shall register the shares that equal a minimum of one-twentieth of the company’s paid-in capital, separately for each of the minimum funds that will be as per the board approval and fund bylaw, and the fund portfolios shall be created primarily with the amounts that equal these shares. If the shares that will be distributed in return for participants' contribution payments exceed the shares that equal this amount, an application shall be made to the board to increase the number of new shares and register the increased shares with the Board. 
The Board shall charge a registration fee and collect it within 10 working days following each quarter, provided that it obtains the Undersecretariat’s approval and that the fee does not exceed five one-hundred-thousandth of the net fund asset value as of the last working day of the quarter. 
The Board shall establish the procedures and principles on the number and amount of company and participant shares in the fund, the fund's operation procedures and principles, organizational structure, and accounting, documentation and registration method upon approval from the Undersecretariat.
Principles on Custody of Fund Equity, Fund Portfolio and Fund Assets
Article 17- The fund assets shall not be used for any purpose other than to fulfill the legislative obligations and responsibilities arising from this law, Capital Markets Law No. 2499 dated July 28, 1981, the pension contract, the fund bylaw, and other related legislation. Fund assets cannot be pledged, put as collateral except for the  portfolio-related transactions, seized by the third parties, or included in the bankruptcy assets. 
From the fund shares in the individual pension accounts, execution, pledge or bankruptcy shall not be allowed for the accumulations that equal the amount that is calculated by multiplying the number of the participant’s months in the system by the minimum wage and for up to the minimum wage amount – with the exception of alimony payments – that equals the monthly payment of the annuity payment, is made to those who retire in the individual pension system pursuant to Article 6 of this law. The gross minimum wage on the date of the execution, pledge or bankruptcy shall apply in the implementation of the provisions of this clause.
The company shall establish at least three funds with different portfolio structures that consist of money and capital market instruments in types to be determined by the Board as well as precious metals and other investment instruments determined by the Board. The Board shall establish the principles, upon approval from the Undersecretariat, on fund establishment, offering other companies' funds to participants and on fund portfolio limitations, and the procedures and principles on investment of assets in the fund portfolio. 
The Board my allow fund trading based on foreign currencies for which the Central Bank of Turkey announces the daily rate of exchange for trading.  
Approval by the Undersecretariat and the Central Bank of Turkey shall be required in assessment of applications made in this regard. 
The custodian shall maintain the assets in the fund portfolio. The number of participants’ shares that represent their contribution to the fund shall be managed by the custodian per each participant in a way to be accessed by them.
Fund Portfolio Management
Article 18- Portfolio managers shall manage the fund portfolio. Portfolio managers shall manage the portfolio in accordance with this law, Capital Markets Law No. 2499, fund bylaw, pension contract, and the provisions of other relevant legislation. The principles on the portfolio management service to be received shall be established by a portfolio management contract between the company and the portfolio managers. Portfolio management contracts shall meet the minimum requirements set forth by the board.

In cases such as failure to show due diligence in fund management by the portfolio managers, or breach of portfolio management principles by the board, or a weakening financial structure, the company may revoke the portfolio management contract and draw up a portfolio management contract with other portfolio managers approved by the Board. In such circumstances, the Board may also request the portfolio managers to be replaced. The Board shall establish the procedures and principles on the portfolio management contract upon approval from the Undersecretariat.
Fund Mergers and Transfers
Article 19- The Board may merge ex-officio the same company's funds upon request by the company.  The fund may be merged only with another pension mutual fund. The Board shall establish the procedures and principles on such mergers upon approval from the Undersecretariat.

The fund is established for an indefinite period. The board may transfer the fund assets to another company upon the approval of the Undersecretariat in the event of the following:
a) The company gives bankruptcy notice a year before,
b) The company can't maintain the conditions required to establish a fund,
c) The company comes under the scope of Article 14 of this article due to weakened financial structure
. The board shall establish the procedures and principles on the transfer proceedings upon approval from the Undersecretariat.
 
PART SIX
Audit and Independent External Audit
Audit
Article 20- The company's pension and insurance operations that are held pursuant to this law shall be subject to audit by the Undersecretariat. The account and transactions for company funds, portfolio managers and custodians shall be subject to audit by the Board. Depending on the subject, either the Undersecretariat or the Board shall asses and finalize the audit reports. 

Pension Monitoring Center
ARTICLE 20/A- The Undersecretariat may commission as pension monitoring center a legal person established pursuant to the private  law provisions to ensure safe and effective operation of the individual pension system; to develop the infrastructure for monitoring  and audit of the operations of companies and individual pension intermediaries, to protect the participants’ rights and interests; to maintain information about the individual pension accounts, pension plans, transaction consolidation, and safeguarding of the the participants’ informations; to inform the public and participants; to create statistics; to perform transactions regarding the individual pension intermediaries’ records and the individual pension intermediary exam; and to fulfill other duties regarding life insurances and other insurance branches. The matters in the articles of association of the pension monitoring center shall be determined by the Undersecretariat, and amendments to the articles of association shall be implemented upon approval of the Undersecretariat. Pension companies, and upon approval of the Undersecretary, insurance companies and other institutions and organizations can partner with the pension monitoring center. The Pension Monitoring Center shall be subject to audit by the Undersecretariat. The companies, institutions, organizations and persons that fall under the scope of this law shall submit to the Pension Monitoring Center the information and documents required to perform the duties as per this law. The Undersecretariat shall set forth the procedures and principles of operation for the Pension Monitoring Center.
Independent External Audit
Article 21- The company's year-end financial statements shall be audited by independent audit companies. The fund accounts and transactions too shall be subject to independent external audit at least once a year. 

PART SEVEN
Penal Provisions
Administrative Sanctions
Article 22- Administrative fines may be imposed on natural and legal persons that are subject to this law, upon ruling by the Undersecretariat or the Board by stating the justification, pursuant to the following articles of this law:

a) 3,000 Turkish lira for drawing up a pension contract in breach of the provisions of Article 4,
b) 2,000 Turkish lira for breach of the transfer obligation set forth by Article 5,
c) 2,000 Turkish lira for breach of the distribution  and investment obligation set forth by Article 5, 
d) 2,000 Turkish lira for breach of the payment and transfer obligation set forth by Article 6,
e) 3,000 Turkish lira for entering the contracts into effect before complying with the approval obligation set forth by the last clause of Article 6, 
f) 2,000 Turkish lira for breach of notification obligation regarding the expenses and fees to be paid by the participant pursuant to Article 7,
g) 7,500 Turkish lira for use of terms in breach of the provisions of Article 10, Clause 1, 
h) 15,000 Turkish lira for promotions and advertisements in breach of the provisions of Article 10, Clause 1,
i) 12,000 Turkish lira for breach of obligation to provide notification to the participants pursuant to Article 10, Clause 2,
j) 3,000 Turkish lira for failure to fulfill the responsibilities set forth in Article 11, Clauses 1 and 3, 
k) 6,000 Turkish lira for conducting or providing intermediary services in breach of the provisions of Article 11, Clause 2,
l) 15,000 Turkish lira for employing persons who do not possess the qualifications in breach of the provisions of Article 12, Clause 1,
m) 3,000 Turkish lira for failing to fulfill the notification obligation set forth by Article 12, Clause 2,
n) 15,000 Turkish lira for tasking in prohibited positions the persons that are stated to be in breach of the provisions of Article 12, Clause 3,
o) 15,000 Turkish lira for failing to register the amendments to the articles of association in breach of Article 13, Clause 1,
p) 15,000 Turkish lira for transfer of assets or merger with another company in breach of the provisions of Article 13, Clause 3,
r) 15,000 Turkish lira for failing to fulfill the independent external audit obligation set forth by Article 21,
s) 2,000 Turkish lira in the absence of a fine in the aforementioned clauses with regard to insurance and capital markets legislations for failure to comply with the rulings, regulations and communiques by the Ministry, the Undersecretariat and the board
.
A defense statement shall be taken from the related organization or persons before imposing the aforementioned administrative fines. If no statement has been provided within one month of the defense statement request date, the right for defense shall be considered to have been waived.
In case of a repeat of the offenses that warrant an administrative fine, the fine shall be doubled initially, and on subsequent repeats, it shall be tripled. If the deed that warrants an administrative fine has not been committed within two years of imposing the fine, the previous fines shall not apply in repeat offenses.
Legal proceedings shall be taken against the offenders of the crime set forth in Article 23, Clause 1 of the law; however, in cases when a delay may pose a setback, upon request by the Undersecretariat, the governorates shall close down these businesses temporarily, put a stop to promotions and advertisements, or have them removed.
Criminal liability 
Article 23- A prison term from three to five years and an administrative fine from 300 to 2,000 days shall be imposed on the natural persons and the officers of the legal persons who engage in pension branch without obtaining the licenses required as per this law or who use the names of the organizations stated in this law in their business names, documents, promotions and advertisements, and public statements or who are in breach of the provisions of Article 10, using the words and expressions in a way to give the impression of engaging in the operations regulated by this law. Also, the operations shall be seized as an administrative measure.

The punishment that is imposed for the crime of embezzlement pursuant to the provisions of the Turkish Penal Code shall be increased by one-fifth in the event that the company chairman, members or signatory officers, or the portfolio management company chairman, members or signatory officers embezzle the money or other assets that are entrusted to them due to their duties or that belong to the company they are responsible to oversee, supervise and manage.
A prison term from one to three years and an administrative fine of at least 100 days shall be imposed on the on the natural persons and the officers of the legal persons who fail to provide the information and documents requested by the authorities and auditors stated by this law or who prevent the auditors from performing their duties. 
The punishment that is imposed for the crime of forgery pursuant to the provisions of the Turkish Criminal l Code shall be increased by one-fold for the natural and legal persons who make false statements in the documents drawn up or published to be addressed to the authorities stated in this law or to the auditors, courts or other government agencies, or for those who sign any documents used as the basis for drawing up such documents. 
A prison term from one to three years shall be imposed on those who intentionally cause damage to the reputation or assets of the organizations that are subject to this law and on those who disseminate false news to this effect. The punishment shall be increased by fifty percent if the act is committed via the media. An administrative term from 400 to 3,000 days shall be imposed on those who disseminate via the aforementioned methods false news that may damage the financial structure of these organizations, even if they do not mention their names, by creating uncertainty in the public about the credibility of the organizations that are subject to this law. 
Those who are tasked to implement and oversee the implementation of this law shall not disclose to others or benefit from the secrets that they have acquired while performing their duties on the natural and legal persons that operate within the scope of this law or on their affiliates and organizations or on the participants. This commitment shall remain in effect for said persons even after leaving office. Those who violate this commitment shall be punished pursuant to Article 239 of the Turkish Penal Code. 
Members and other officers of the organizations who are subject to this law shall not disclose to anyone other than the legally and explicitly authorized officers the secrets obtained due to their capacity and duty about the organizations that are subject to this law and about the pension contract-related persons. This commitment shall remain in effect even after leaving office. Persons who are in breach of the provisions of this article shall be punished pursuant to Article 239 of the Turkish Penal Code. 
The punishment shall be in increased by fifty percent pursuant to Article 239 of the Turkish Penal Code if the persons stated in Clauses 6 and 7 of this article disclose the secrets they have acquired to benefit themselves or others.

Method of investigation and prosecution 
Article 24- Investigation and prosecution with regard to the crimes stated in this law shall be launched upon written application by the Undersecretariat or theBoard to the Chief Public Prosecutor's Office. The application serves as a procedure condition. If the public prosecutors rule out the prosecution, the Undersecretariat or the board shall be authorized to object to the ruling served to them pursuant to the Code of Criminal Procedure. If the Undersecretariat or the board is requested to become a plaintiff in public prosecutions launched as a result of an investigation conducted as per this clause, they shall become so as of the date of application.
Privacy of the General Provisions
Article 25- If the actions and deeds that constitute a crime pursuant to this law are also punishable by other laws, the articles of the law that calls for more severe punishment shall apply.

PART EIGHT
Other Provisions
Regulations
Article 26- In this article, regulations shall govern the matters that the Ministry, the Undersecretariat and the board are authorized to establish. The regulations issued as per this law shall be put into effect within six months at the latest after the law is published.

State Contributions 

ADDITIONAL ARTICLE- The amount that equals 25 percent of the contributions made to the individual pension account, with the exception of those paid the by employer, shall be calculated as state contributions by the Pension Monitoring Center based on the information provided to it by companies. The state contributions shall be paid to the Pension Monitoring Center to be transferred through the companies to participants' accounts from the allowance put into the Undersecretariat's budget. The total contributions that are paid for a participant within a calendar year that is the basis for calculating the state contribution shall not exceed the total that corresponds with the calculation period of the gross minimum wage that was valid on the date when the period for calculating the relevant calendar year ended. No transfer shall be made into other budget items from this allowance. State contributions shall be managed separately from the contribution payments and invested in investment instruments determined by the Undersecretariat.

The participants become vested for the following after the date this article enters into effect: 
a) 15 percent of the amount in the state contribution account for those who stay in the system for at least three years, 
b) 35 percent of the amount in the state contribution account for those who stay in the system for at least six years,
c) 60 percent of the amount in the state contribution account for those who stay in the system for at least 10 years
. The pension contract shall be the basis for calculating these periods.

Those who earn the right to retire from the individual pension system and those who leave due to death or disability shall be vested for the whole amount in the state contribution account. The vested amounts in the state contribution accounts shall be paid to the participant in the event of retirement or leaving the system.
Unvested amounts, if any, in the state contribution account of the participants who leave the system before retirement, except due to death or disability, shall be recorded as general budget income or may be set off for the state contribution payment owed to the participant. The Undersecretariat shall establish the procedures and principles, with the approval from the Ministry of Finance, regarding the netting procedures on unvested amounts and the duration to complete them. The Pension Monitoring Center shall notify the relevant tax office about the amounts that have not been paid or paid incomplete to be collected pursuant to the provisions of Law No. 6183 along with the interest calculated based on the default interest rate set forth in Article 51 of the Law on the Procedure for Collection of Public Receivables No. 6183 dated July 21, 1953. Collected amounts shall be recorded as general budget income and the collection information shall be sent to the Undesecretariat by tax office. The Undersecretariat shall establish the procedures and principles on the state contribution calculation, the payment to the relevant account or beneficiaries, investing, the periods to complete the payment and investment procedures, and other procedures to complete pursuant to this article.


 The provisions of Article 6 shall apply with regard to the statute of limitation for the part of the amounts in the state contribution accounts not claimed by the beneficiaries.

The companies shall be responsible for the accurate calculation of the contributions that are the basis for the participants' state contributions. The Pension Monitoring Center shall notify the relevant tax office associated with the company about the amounts that have been paid unduly to be collected pursuant to the provisions of Law No. 6183 along with the interest calculated based on the default interest rate set forth in Article 51 of the same law. Collected amounts shall be recorded as general budget income and the collection information shall be sent to the Undersecretariat by the tax office.

         Execution, pledge or bankruptcy shall not be allowed for the amounts in the state contribution account. 

Pursuant to this article, interest shall not be claimed from the Pension Monitoring Center or companies for payment of the state contribution by the Undersecretariat to the Pension Monitoring Center by the Pension Monitoring Center to companies or by the companies to participants’ accounts, or reimbursement of unvested amounts by the companies during the maximum two-business-day period set forth by the Undersecretariat. The Undersecretariat shall not pay a fee to the Pension Monitoring Center for the transactions performed by the latter.
With regard to the early payment of the state contribution, because the contribution was calculated on a date earlier than the contribution had been transferred in cash to the company accounts, the Pension Monitoring Center shall apply an interest fee based on the default interest rate set forth in Article 51 of Law No. 6183 for the period between the due date and the actual payment date of the state contribution by the Undersecretariat. The Pension Monitoring Center shall notify the company about the need regarding the payment of that calculated amount along with the the interest calculated based on the default interest rate set forth in Article 51 of Law No. 6183 within the period from the date that the Undersecretariat must make the payment to the date that the company made the payment to the relevant tax office, and notify the the tax office associated with the company about the need to conduct necessary proceedings investigations as per the provisions of Law No. 6183

Automatic enrollment  of employees into a pension plan 
ADDITIONAL ARTICLE 2- Turkish nationals, or among the people fall under Article 28 of Turkish Nationality Law No. 5901 dated May 29, 2009 and  have not attained the age of 45 ; those who were employed pursuant to Article 4, Clause 1, Paragraphs (a) and (c) of Social Insurance and General Health Insurance Law No. 5510 dated May 31, 2006; and those who were employed as a participant of the provident funds established pursuant to Provisional Article 20 of Social Security Law No. 506 dated July 17, 1964, shall be entered into the pension plan with a pension contract drawn up by the employer pursuant to the provisions of this Law. The employee may only be included by the employer to a pension plan provided by a company approved by the Undersecretariat to develop a pension plan for automatic participation. The cabinet shall be authorized to determine the businesses to be included in the pension plan and the employees, as well as the implementation principles as per this law. 

Contributions shall equal three percent of the employee’s earnings based on the premium determined as per Article 80 of Law No. 5510. For employees that participate in the provident funds established pursuant to Article 20 of Law No. 506, the amount shall equal three percent of the earnings, which is the basis for calculating the amounts paid under names as contributions, premium and other names by the employees to their provident funds. The cabinet shall be authorized to increase this amount by up to double or decrease by up to one-hundredth, or set a fixed limit for contributions. The employer shall transfer this amount to the company on the following working day after the employee's payday at the latest pursuant to the provisions of this law. If the employer fails to transfer the contribution on time as per this article, it shall be liable for the employees' financial losses in the accumulations, if any, in accordance with the calculation method in Article 5. The employee may request that the employer make a higher deduction than the amount stated in the pension contract regarding automatic participation. 

The employee may opt out  from the contract within two months after being notified of entrance in the plan. In that case, paid contributions, if any, along with investment earnings in the account, shall be reimbursed to the employee within 10 working days. The company shall be responsible for fund management to maintain the value of paid contributions during this period. Employees that do not use the right of opt out  in the grace period may request suspension of contribution payments in circumstances set forth by the Undersecretariat. 

In the event that an employee with a pension contract under this article changes his or her workplace: if there is pension contract in the new workplace under this article, the employee's accumulations and the vested retirement period in the system shall be transferred to the pension contract in the new workplace. If there is no pension plan in the new workplace, the employee may request to continue to pay contributions within the scope of the contract drawn up at the previous workplace, or if the employee does not make such a request, the pension contract under this article shall be terminated. The employee shall make such a request by the end of the month following the workplace change. 

Pursuant to the procedures and principles in additional Article 1, additional state contributions shall be provided based on the contributions paid into the individual pension account on behalf of the employee. In the event that the employee does not use the right of opt out  in the grace period as per this article, a 1,000 Turkish lira additional contribution shall be provided, subject to the state contribution vesting and payment conditions in additional Article 1, as a one time contribution upon entry to the system. The cabinet shall be authorized to increase or decrease this amount by half. 
In the event of using the right of retirement, a state contribution that equals 5 percent of the accumulations shall be made to the employee who prefers to receive the accumulations in a period of at least 10 years pursuant to the annuity contract. The company shall be responsible for following up and collecting employee contributions as per the provisions of this article. The Undersecretariat may decide to put this responsibility on an organization tasked for this purpose. Banks, the Social Security Institution, provident funds within the scope of Provisional Article 20 of Law No. 506 and the associated organizations and other relevant organizations shall provide the information required to follow up and collect employee contribution and to calculate the state contributions to the Pension Monitoring Center and the organizations tasked with follow up and collection as per this article, pursuant to the procedures and principles set forth by the Undersecretariat. The Pension Monitoring Center and the organization authorized as per this article may share this information with companies. Personal information may be shared between organizations without the owner's consent, and this information sharing shall not constitute a breach of the provisions of the legislation on the protection of personal information. 

As part of the pension plans provided as per this article, the companies shall not make any deductions other than the fund management fee pursuant to Article 7. Employee contributions are a privileged receivable that serves as a receivable for the employee in terms of execution and bankruptcy procedures within the scope of Execution and Bankruptcy Law No. 2004 dated June 9, 1932, to which the employer is party. The Ministry of Labor and Social Security shall oversee the employers' liabilities within the scope of this article. The Ministry of Labor and Social Security shall impose an administrative fine of 100 Turkish lira for each breach of the employers' liabilities and the regulations put in place as per this article. 

The Minister shall be authorized, based on the principles he or she will determine, to decide the state contributions within the scope of this law to be calculated as a pledge for the relevant parties to manage in the account and for the pledged amounts to be paid, as well as establish the procedures and principles on investing the current participants’ state contributions. The Minister may determine the content of the funds to be established as per this law and set a limit on the funds. The notifications that will be made as per this law may be sent via secure electronic communication tools pursuant to the procedures and principles determined by the Undersecretariat. 
The Undersecretariat shall determine an employee's participation in a pension plan through the employer, the criteria that the employer will take into consideration when deciding on the company and plan, the funds to invest the contributions into, the contract that the employer will enter into with the company, the right of opt out  in the grace period, the entering of an employee into a pension plan by the employer when the employee's workplace changes, the transfer of the accumulation in the event of a workplace change, the making of a payment into the relevant pension plan upon request by the employee whose work relations has ended or is suspended or if the employee is leaving the system, the payment of the state contributions, and other procedures and principles on the implementation of this article.

PROVISIONAL ARTICLE 1-Lawful provisions of the current legislation shall apply until the regulation and communiques set forth by this law enter into effect.

Insurance companies that have been involved in the life branch before the publication date of this law and that have the authority to draw up new policies shall become pension companies provided that they apply within five years from this law’s effective date and comply with the stipulations in Article 8 of the law. Pension licenses shall be given to these companies, provided that they fulfill the conditions stipulated in Article 9 of this law and provide sufficient collateral to meet all of the legal liabilities regarding the branches other than the pension branch. Also, these companies' health  insurance portfolio must be handed over, by preserving all of the rights and liabilities of the insured, within two years from the date of being issued the pension license. The Undersecretariat shall establish the procedures and principles on life insurance companies' transition from "insurance company" status to "pension company" status, the conditions required to issue an operating license to these companies, portfolio transfer liabilities, and other matters.
The founding partners that become a partner with a minimum 10-percent share in the pension company, which will be established by the companies that turn into a pension company as per Clause 2 of this article and by the insurance companies that operate in the life branch and that have a license draw up new policies, shall transfer the insureds’ accumulations, along with all the rights and liabilities, to the individual pension system pursuant to the procedures and principles set forth by the Undersecretariat, provided that the current life insurance accumulations holders make such a request and the insureds possess the conditions stipulated by this law. The transfer of such accumulations shall be exempt from all taxes, duties and charges, provided that the transfer has been completed within five years of the effective date of this law, and no system entrance fee or charge deductions shall be requested from the transferred participants or pension contract signees.
In the event that the terms stipulated by Article 10 of this law are stated in the life insurance rates that were approved as per Law No. 7397 before this law’s publication date and in the related tables, announcements, advertisements and brochures, then these terms must be changed within one of this law’s publication date. The Undersecretariat may increase this period for one year at the most, if deemed necessary. If these changes have not been made, no new contract shall be drawn up based on these rates, and related tables, announcements, advertisements and brochures shall not be used. 
Domestic and overseas accumulations and pledged amounts (including those created as a result of regular payments made until the transfer date according to the plan principles) within the scope of the pension commitment plans that were present by April 16, 2012 in an association, provident fund, a legal professional organization or a similar organization or a group or employer that makes a pension commitment to its members or employees, provided that the decision is made by their authorized bodies, can be transferred partially or in full to the individual pension system by December 31, 2017. For the plans operated on the basis of defined contribution principle, the the decision made by the authorized bodies may not seek for. 
The amounts transferred into the individual pension system as per paragraph five shall be exempt from income tax.   If the participant takes out of the system the transferred accumulations for a reason other than disability or death within three years of the transfer date, a 3.75-percent income tax shall be deducted from the exempt amount, except for the planned withdrawal amounts approved by the Undersecretariat. The Undersecretariat shall establish the procedures and principles on the period of time to gain in the system for the members who make transfers and on the age to earn the right to the pension after the transfer for the members who have earned the right of retirement as part of the social security system or of the settlement deed they are subject to.
If the income and corporate tax payers did not record as expenses the amounts transferred into the individual pension system, the amount shall be taken into consideration when establishing income in the transfer year. 
A corporate tax exemption shall apply to the amount that corresponds to the transferred portion of the earnings from property or participation stock sale that was made to do the transfer stated in Clause 5.
The transactions made as per Clause 5, the paperwork, and the money received shall be exempt from all charges, stamp duty, and banking and insurance transactions tax, respectively. The exemption shall apply with a limit on the transferred amount.
No deduction, including an entrance fee, shall be taken for the transfer from participants who have entered into a pension contract as per this article.
The transferred amounts shall be subject to tax pursuant to the individual pension system provisions of Revenue Tax No. 193 dated December 31, 1960.  The Undersecretariat shall be authorized to establish the procedures and principles on the transfer and the period of time to gain in the individual pension system as per this article.
The Undersecretariat shall perform the actuarial audit of the pension operations of an association, provident fund, a legal professional organization or a similar organization or a group or employer that makes a pension commitment to its members or employees.

PROVISIONAL ARTICLE 2- Employees who have not attained the age of 45 on the effective date of the law that creates this article, and employees who have not attained the age of 45 as of the effective date of this law and work as a participant of the prudent fund established as per Article 20 of Law No. 506 shall be automatically included in the pension plan pursuant to the provisions of additional Article 2.

PROVISIONAL ARTICLE 3-With regard to the early payment of the state contributions because the contribution was calculated at a date earlier than the contribution had been transferred in cash to the company accounts during the time between January 1, 2013 and the effective date of this law, the Pension Monitoring Center shall apply an interest fee based on the default interest rate set forth in Article 51 of Law No. 6183 for the period between the due date and the actual payment date of the state contribution by the Undersecretariat. The Pension Monitoring Center shall notify the company about the need regarding the payment of that calculated amount along with the the interest calculated based on the default interest rate set forth in Article 51 of Law No. 6183 within the period from the date that the Undersecretariat must make the payment to the date that the company made the payment to the relevant tax office, and notify the the tax office associated with the company about the need to conduct necessary proceedings  as per the provisions of Law No. 6183

The reimbursements that were made during the time between January 1, 2013 and the effective date of this law with regard to early paid state contributions shall remain valid. 
Validity
Article 27- This law shall enter into effect six months after its publication.

Execution
Article 28- The Cabinet shall execute the provisions of this law.

� An amendment to the related article and to other articles shall enter into effect on the date of publication and on January 1, 2013, respectively.







