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* ventures and investments exceeding a
certain size - the principle of limited

J0|nt StOCk liability without any exception.
* In Turkish law, the instruments suitable
CO m pa ny as an for this purpose are, at first glance,
. limited liability companies and joint-
InStl‘ument stock companies.

* |n practice, joint stock companies are
preferred in the overwhelming majority
of mergers and acquisitions exceeding a
certain scale.




* Behind the pursuit of personalization of
joint-stock companies lie conflicts of
interest among shareholders, and

ConflICtS Of Inte rSt So.metim(.as between shareholders and
beh|nd personal third parties.

elements * Practical data

* principle of mandatory provisions




* -|sthe AoA desired by the entrepreneur
legally compliant? Does the principle of
mandatory provisions alter the answer
to this question?

- Ifitislegally compliant, can this
amendment to the articles of
association be registered in the trade
registry to become valid? Will the
Ministry of Trade, from the perspective of
the trade registry office and holding
companies, pose an obstacle to the
completion of these procedures?

Main Concerns

* - Ifthe obstacle to registration is
cleared, can these mechanisms be
effectively implemented?




* 1) Merger and aquisitions practice

« 2) Commercial registry practice

Practice

* 3) Mechanisms against failures at
commercial registery practice




Principle of
Mandatory

Provisions

2. Mandatory provisions

ARTICLE 340- (1) The articles of
association may deviate from the
provisions of this Law relating to
joint stock companies only if
expressly permitted by the Law.
Supplementary provisions of the
articles of association permitted by
other laws shall produce effects
specific to that law.



* rights granted to a shareholder by a
provision included in the articles of
association of a joint-stock company.

* |Infact, a shareholder can achieve these
I results by holding a majority of shares or

Personal nghts voting rights, or by high quorums

stipulated in the articles of association.

* Theserights are not linked to a share.




Personal Rights

Compatibility with the objective
structure of a joint-stock company -
corporate order.

Legal nature
Sanctions

Example: a general assembly decision
taken in violation of a provision in the
articles of association stipulating that a
shareholder will be elected to the
company's board of directors until the
age of 70 and that a certain retirement
allowance shall be paid to them.



Personal

Rights/ Liability of L'aBZ'g% of Efficiency
I ?
Sanctions SHAIEROICEIS: members? Ll sl




Options

a category among the rights and
privileges granted to the shareholder,

Options are usually structured based on
shares.

Nevertheless, these instruments cannot
be considered as corporate instruments.

Option rights are also included in the
formal content of the articles of
association and cannot be linked to
corporate sanctions.

Turkish Court of Cassation’s recent
decision
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M d | N Esse ntia I.S Of * Which is the structure most suited to the

characteristics of a joint-stock

the corporate company?
* Functions of the shareholders'

SyStem agreement

* |Interactions
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Personalization of
the corporate

structure

e Share transfer restrictions
* Privileges

* High quorums (granting veto rights in

this way)

* Participation certificates
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On the basis of

shares

* Both share transfer restrictions and privileges are
established on the basis of shares. Privileges are
granted to shares.

* aprivilegeis, in general terms, a superiority
granted to a share or group of shares. In Turkish
Law, TCC Art. 478/2 regulates privileges as follows:

B) Privileged Shares
| - Definition

ARTICLE 478- (1) Privileges may be granted to certain
Shares by the initial articles of association or by
amending the articles of association.

(2) A privilege is a superior right granted to a share or
a new shareholding right not provided for by law, such
as rights to profit distribution, liquidation proceeds,
preemptive rights, and voting rights.

(3) The provisions of Article 360 remain reserved.
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Debate on the

formulation

* Superiority versus ordinary shares?

* Superiority versus other groups of
shares
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Equality and

proportionality

* asituation where no privileges are
provided for, shares are equal in terms of
the rights they confer.

* This equality is complemented by
proportionality, which is not mandatory.
Establishing privileges:
Differentiating/categorizing the shares
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Art. 434/2 TCC

Voting Rights
1. Principle

ARTICLE 434- (1) Shareholders shall
exercise their voting rights at the general
meeting in proportion to the total par value
of their shares. The provisions of the fifth
paragraph of Article 1527 shall remain
reserved.

(2) Every shareholder is entitled to at
least one vote, even if they hold only one
share. However, the number of votes
granted to those holding multiple shares
may be limited by the articles of
association.
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Priveleges- Equality

of Shares?

* «Equality between shares is eliminated
by the determination of privileges»
Correct?

 Example: “A and B group shares bear
two votes per share.«
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Scope of the

Privilege

Management
dividend,

liquidation

preemptive rights

voting rights, or that privileges

a new shareholder right not provided for
in the law. :

If the company acquires its own shares,
it shall dispose of them within three
months at the latest. Group A shares
shall have priority in purchasing the
shares to be disposed of by the
company.
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Principles

Privilege may only be granted to a share.
(we will discuss shortly the
consequences of referring to
shareholders and the minority in relation
to participation in management)’

A privilege can only be granted by the
articles of association.

A privilege can be granted both at the
company's incorporation and
subsequently by an amendment to the
articles of association (with special
quorums).
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Principles

* —sinceitis an exception — A privilege must be
clear and unambiguous.

* Principally, a privilege may be subject to
conditions.

* Any amendment to the articles of association
affecting a specific privilege is subject to the
approval of the special council of privileged
shareholders. Without this approval, the
amendment to the articles of association
shall not become effective.
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Conditions on

Privilege

* "If Group A shares reach a share ratio
higherthan 25% of the company's
capital, a member of the board of
directors shall be elected from among
the candidates nominated by this group.

* «“One member of the board of directors
shall be elected from among the
candidates nominated by the B Group
shares. This privilege shall terminate if
the B Group shares fall below 20% of the
capital.”
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