FATIH TEMUR, BINNUR ATASEVEN

Taxation of the
Construction Works
Spread over Years

Yillara Yaygin Insaat Islerinde

Vergilendirme

ABSTRACT

In the event of duration of works for construc-
tion and repair work that spread to the subse-
quent years of the start of the construction,
such a work is called ‘a construction and re-
pair work spread over years'. Such distinction
is important in terms of the implementation of
a special taxation system regulated in articles
42, 43, 44 of the Income Tax Law numbered
193 (“ITL”) for the taxation of construction
and repair works spread over years.'

The “periodicity principle”, one of the princi-
ples adopted in Turkish tax system, exposes
as taxation being made in each calendar year.
Therefore, pursuant to another principle of
tax law, the “source principle”, taxation on
construction commitment works spread over
years is made in the calendar year in which
the completion date appears; as the assess-
ment of profit and loss for such works is only
possible on the completion date of works. This
article examines the terms of taxation on con-
struction works spread over years and taxa-
tion of progress payments.

OZET

Insaat taahhtit ve onarim isinin stiresi, insaatin
basladigl ilgili yildan sonraya sarkiyorsa, yilla-
ra yaygin insaat taahhtt ve onarim isi olarak
ifade edilir. Yillara yaygin insaat taahhdit isleri-
nin vergilendiriimesinde 193 sayili Gelir Vergisi
Kanunu'nun (“*GVK?”) 42, 43, 44. maddelerinde
duzenlenen 6zel bir vergilendirme sistemi uy-
gulanmasi nedeniyle bu ayirm vergilendirme
acisindan énem tasimaktadr.'

Turk vergi sisteminde benimsenen ilkelerden
biri olan “donemsellik ilkesi”, vergilendirmenin
her takvim yilinda yapilmasi seklinde karsimiza
cikmaktadir. Ancak diger bir vergi hukuku ilke-
si olan “kaynak ilkesi” uyarinca; yillara yaygin
insaat islerinin kar ve zararinin hesaplanmasi
ancak isin bitimi tarihinde mimkun olacagin-
dan; bu islerde vergilendirme, bitim tarihinin
oldugu takvim yilinda yapilmaktadir. Bu maka-
lede; yillara yaygin insaat islerinde vergilendir-
menin esaslari ve hakedis ddemelerinin vergi-
lendirilmesi konulari ele alinmaktadir.
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1. INTRODUCTION

00DS AND SERVICES PRODUCED ON PRIVATE AND
public areas are factors having a great impact
on formation of income economy of the rel-
evant country. Services produced in the pri-
vate sector can be priced. However, the fact
that goods and services produced in the pub-
lic sector does not have a price in principle, creates a fi-
nancing problem in the public sector. Nowadays, the gov-
ernments overcome this problem by imposing taxes over
services that they provide in the public sector.? On the
other hand, various principles have been adopted in the
Turkish tax system in order for taxations not to be made
unreasonable and suddenly, by using untrammelled
public force. Limitations of tax liability are determined
by principles of clarity and definiteness, retrospectivity,
legality, taxation by financial power, periodicity principle,
source principle and other similar principles.

It is provided by periodicity principle to divide operation
into certain periods and to determine operation results
of each period independently from other periods. In this
way, occurrence of tax debts which taxpayers cannot
overcome and which are against equity is prevented, and
the reliance on law is protected. There are various provi-
sions generating from the periodicity principle in our tax
legislation. For example, it is envisaged on article 174 of
Tax Procedure Law numbered 3475 that books shall be
kept by accounting period and that the accounting pe-
riod constitutes normally a calendar year of one year.

Taxation period, accepted as a “calendar year”, has been
stretched for the construction and repair works spread
over years. This stretching is a result of the “source prin-
ciple” which is also a taxation principle. Pursuant to the
source principle, all transactions and economic activities
realized within the country are taxed under Turkish tax
laws.® However for the construction and repair works
spread over years, expenses and return will not fully be
determined before the work is completed. For the taxa-
tion of such kind of construction works, all or a certain
part of the construction work shall be completed, since
the economic activity to be subject to the source princi-
ple will not occur before the completion.

ANAHTAR KELIMELER: Yillara Yaygn,
Insaat Isi, Gecici Kabul, Hakedis Odemesi, Ver-
gilendirme.

1. GIRIS

ZEL VE KAMUSAL ALANDA URETILEN MAL VE HiZ-

metler, o iilkenin gelir ekonomisinin olugsma-

sinda etkisi bityiik unsurlardir. Ozel kesimde

tiretilen hizmetler fiyatlandirilabilir nitelik-

tedir. Buna karsin kamusal alanda iiretilen

mal ve hizmetlerin, kural olarak, bir fiyatinin
bulunmamasi, kamu kesiminin finansmani sorununu
giindeme getirmektedir. Giinlimiizde devletler, kamusal
alanda meydana getirdikleri hizmetlere karsihk vergi-
lendirme yaparak bu sorunu agmaktadir.> Ancak vergi-
lendirmelerin, kamu giicii simirsiz sekilde kullanilarak,
sebepsiz ve anlik olarak yapilmamas: i¢in, Tiirk vergi
sisteminde cesitli ilkeler benimsenmistir. Belirlilik ilkest,
geriye ytiriimezlik ilkesi, kanunilik ilkesi, mali giice gore
vergilendirme ilkesi, donemsellik ilkesi, kaynak ilkesi ve
bunlara benzer diger ilkeler ile vergi yiikiimliiliiklerinin
siirlar: belirlenmektedir.

Donemsellik ilkesi ile, igletmenin belli dénemlere bo-
liilnmesi ve her dénemin faaliyet sonuclarinin diger do-
nemlerden bagimsiz olarak saptanmasi saglanmaktadir.
Bu sekilde miikelleflerin altindan kalkamayacaklari,
hakkaniyete aykir1 vergi bor¢larinin olugsmasi engellen-
mekte, hukuka olan giiven korunmaktadir. Vergi mev-
zuatimizda dénemsellik ilkesine sonug¢ baglayan bircok
hiikiim bulunmaktadir. Ornegin 3475 sayili Vergi Usul
Kanunu’nun 174. maddesinde, defterlerin hesap donemi
itibariyla tutulacag ve hesap déneminin normal olarak
takvim y1l1 oldugu belirtilmistir.

Yillara yaygin ingaat ve onarim islerinde ise “bir takvim
yili” olarak kabul edilen vergilendirme dénemi esnetil-
mistir. Bu esnetme, yine bir vergilendirme ilkesi olan
“kaynak ilkesi”nin sonucudur. Kaynak ilkesine gore, iilke
smirlari icerisindeki biitiin islem ve ekonomik faaliyet-
lerden Tiirk vergi kanunlari uyarinca vergi alimir.> Ancak
yillara yaygin ingaat ve onarim iglerinde, is tamamlan-
madan giderler ve hasilat tam anlamiyla tespit edileme-
yecektir. Iste bu cesit insaat islerinde kaynak ilkesine
konu olan ekonomik faaliyet olugsmayacagindan dolay:
vergilendirme i¢in ingaat iginin tamaminin veya bir kis-
minin tamamlanmasi beklenecektir.
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2. GENERAL RULE FOR TAXATION OF CON-
STRUCTION AND REPAIR WORKS SPREAD
OVER YEARS

In the event that a construction and repair work is spread
to next calendar year, such a work will be identified as a
construction work spread over years. For instance, a
construction that starts in November 2015 and ends
in February 2016, will be considered as a construction
work spread over years even though it only takes 4 (four)
months, since the work is spread over more than one cal-
endar year. Therefore, a construction work beginning in
January 2016 and ending in December 2016, cannot be
considered as a work spread over years even though it
takes nearly 12 (twelve) months because of the fact that
the starting and completion dates of the work take place
in the same calendar year.

Since the profit and loss of construction works spread
over years cannot be fully determined at the end of the
calendar year, such works cannot be taxed before the
completion of the work. Thus, the income determined

2. YILLARA YAYGIN iNSAAT VE ONARIM ISLE-
RINDE VERGILENDIRMEDE GENEL KURAL

Bir ingaat ve onarim isinin, bir sonraki takvim yilina
sarkmas1 durumunda yillara yaygin insaat isi s6z konusu
olacaktir. Ornegin, Kasim 2015’te baglayip Subat 2016'da
biten bir ingaat, 4 (d6rt) ay siirmesine ragmen birden faz-
la takvim yilina sirayet ettigi icin yillara yaygin ingaat isi
say1lacaktir. Fakat Ocak 2016°da baslayip Aralik 2016'da
biten bir ingaat isi, 12 (on iki) aya yakin siirmiis olmasina
ragmen, isin bagladig ve bittigi tarih aym takvim yilinda
oldugu icin bu durumda yillara yaygin bir isten bahsedi-
lemez.

Yillara yaygin insaat islerinde, takvim yili sonunda kar
ve zarar tam olarak tespit edilemedigi icin, yapilan ig
tamamlanmadan vergilendirme yapilamayacaktir. Bu
sebeple isin sonunda tespit edilen gelir, igin bitirildigi
yilin geliri sayilir ve o yilin matrahina yazilir. Mevzuati-
mizda bu tiir islerde yapilacak vergilendirme GVK’nin
42. maddesinde diizenlenmisgtir. ilgili maddede, birden
fazla takvim yilina sirayet eden ingaat ve onarma igle-
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at the completion of the work will be considered as an
income of the year the work is completed and will be
included in tax base of that year. Taxation of such kind
of works is regulated on article 42 of the ITL within the
scope of our legislation. The relevant article envisages
that the profit and loss of a construction and repair work
spread to more than one calendar year shall be deter-
mined definitely at the year the work is completed and it
shall be deemed as the income of such year and included
in the tax declaration of that year. Hence, it is required
that there shall be a construction work spread over years
in order to impose taxes pursuant to the aforementioned
article.

3. REQUIREMENTS FOR CONTSTRUCTION AND
REPAIR WORKS SPREAD OVER YEARS

In order to consider work as a construction and repair
work spread over years, there are certain requirements
whichhavebeen adopted in the doctrine and the practice.
Accordingto the doctrine and practice, in order forawork
to be considered as ‘spread over years’ the work should
be (i) a construction/building and repair work, (ii) a com-
mitment work and (iii) spread over more than one year.

The first condition for a “Construction and repair work”,
to be considered as a construction and repair work
spread over years, it is necessary not to confine construc-
tion solely as construction of buildings. Construction
works included are considered as a construction in the
most general terms within the scope of “work contract”
according to the law of obligations general terms.* Sec-
ondly, it is not expressed by the letter of the law, that the
construction and repair work should be a commitment
work; pursuant to the advance rulings published by the
Ministry of Finance on such issue, only the contractors
shall be included within such scope. Within this context,
the persons doing construction work on their own be-
half will not be subject to article 42 of the ITL. Lastly, the

rinde, kar veya zararin igin bittigi y1l kesin olarak tespit
edilip, tamaminin igin bittigi yilin geliri sayilarak o yilin
beyannamesinde gosterilecegi belirtilmistir. Dolayisiyla,
bu maddeye dayanarak vergilendirme yapilabilmesi i¢cin
yillara yaygin bir ingaat isinin var olmasi gerekmektedir.

3. YILLARA YAYGIN INSAAT VE ONARIM iSiNIN
KOSULLARI

Bir igin yillara yaygin ingaat ve onarim igi olarak deger-
lendirilebilmesi i¢in gretide ve uygulamada bazi kogul-
lar kabul edilmistir. Buna gore isin; (i) bir ingaat/yapim
ve onarim igi olmasi, (ii) bir taahhiit isi olmasi ve (iii) bir-
den fazla y1la yaygin olmasi gerekmektedir.

Bir isin yillara yaygin ingaat ve onarim isi olarak deger-
lendirilebilmesi icin ilk kosul olan “ingaat ve onarim isi
olmas1”, yalmizca bina yapimi olarak anlagilmamahdir.
En genel ifadesiyle bor¢lar hukukundaki “istisna akdi”
kapsamina giren yapim iglerinin ingaat olarak sayilabi-
lecegi soylenebilecektir? ikinci olarak, yapim ve onarim
isinin taahhiit isi olmasinin gerekmesi hususu, kanunun
lafzindan direkt olarak anlagilmamasina ragmen Maliye
Bakanlhigr'nin konu hakkinda yayimlamig oldugu 6zelge-
lerde sadece taahhiit isi yapanlarin bu kapsamda olacag:
belirtilmistir. Bu baglamda, kendi nam ve hesabina inga-
at yapan kisiler GVK’'nin 42. maddesinden yararlanama-
yacaktir. Son olarak, ingaat ve onarim iginin, yillara yay-
gin olmasi gerekmektedir. Yapim ve onarim iginin birden
fazla y1la yaygin olmasi1 bakimindan; bir takvim yilindan
bir sonraki takvim yilina sarkan her ingaat isi, kac ayda
tamamlandigina bakilmaksizin, GVK’nin 42. maddesine
tabi olacaktur.

4. GECiCci KABUL VE HAKEDIS ODEMELERI

Yillara yaygin ingaat ve onarim iglerinde igin bitim tari-
hinin tespiti, vergilendirmenin hangi takvim yilinin mat-
rahina yazilacagi noktasinda 6nem arz etmektedir. Mev-

1Bedri Essiz, Basel ll Diizenlemeleri Cercevesinde
Insaat Taahhiit Sektoriinde Faaliyet Gésteren
Sirketlerin Kredi Degerliliginin Olctilmesi, (Ankara,
2010), 58.

2 Yusuf Karakoc, Genel Vergi Hukuku,

(Ankara: Yetkin, 2007), 55.

3 Yusuf Karakoc, Genel Vergi Hukuku,

(Ankara: Yetkin, 2007), 114,

Sayistay Dergisi, 60.

2010-3161-KV-71

4 Atillainan, “Yillara Yaygin Yapim ve Onarim Islerinde
Vergilendirme”, January-March 2006,

5 Revenue Administration of Republic of Turkey,
the advance ruling numbered B.07.1.GIB.4.01.16.01-

6 Court of Accounts’ General Assembly Resolution
dated 02.06.1966 and numbered 3122/5

7 Atilla Inan, “Yillara Yaygin Yapim ve Onarim slerinde
Vergilendirme”, January-March 2006,

Sayistay Dergisi, 60.

8 Revenue Administration of Republic of Turkey, the
advance ruling numbered B.07.1.GiB.4.67.15.01-2010-
GVK-94-KVK-15-15

9 Revenue Administration of Republic of Turkey, the
advance ruling numbered 71387770-120[42-2013/78]-21
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construction and repair work shall be spread over years.
With respect to the construction and repair work being
spread to more than one year, each construction work
spread from a calendar year to the next calendar year will
be subject to article 42 of the ITL without considering
the amount of months spend for completing the work.

4. TEMPORARY ADMISSION AND PROGRESS
PAYMENTS

Determination of work’s completion date for construc-
tion and repair works spread over years is important for
the determination of the calendar year in which the taxa-
tion will take place. Within the scope of the legislation,
two procedures are envisaged concerning the work’s
completion; temporary and final admission. The proce-
dures of temporary and final admission are implemented
on construction and repair works tendered in public part
subject to Public Procurement Law numbered 4734,
General Specifications for the Construction Works and
General Specifications for the Service Works. For the
works that are not subject to such procedure, the parties
could determine another procedure as they could choose
the procedures of temporary and final admission.®

The first paragraph of article 44 of the ITL envisages that,
() for the works that are subject to the procedure of tem-
porary and final admission, the date of approval by the
administration of the report indicating the temporary
admission; (ii) for other situations, the date of de facto
completion or the date of de facto abandonment shall
be deemed as the completion date of such construction
and repair work. Hence the taxation on the works that
the procedure of temporary admission is applied shall
be made on the administration’s approval date of such
temporary admission. The statement “the date of issu-
ance of the report indicating the temporary admission” of
the previous text of the law, has been changed afterwards
to “the date of approval of the report”. For the works that

zuat kapsaminda, isin bitimine dair geg¢ici ve kesin kabul
olmak iizere iki usul 6ngoriilmiistiir. Gegici ve kesin ka-
bul usulii, 4734 sayih Kamu Thale Kanunu ve Yap1 i§leri
Genel Sartnamesi ile Hizmet Isleri Genel Sartnamesine
tabi kamu kesimince ihale olunan ingaat ve onarma igle-
rinde uygulanmaktadir. Taraflar, bu usule tabi olmayan
islerde gecici ve kesin kabul usuliinii se¢ebilecekleri gibi
bagka bir usul de belirleyebileceklerdir.’

GVK’nin 44. maddesinin 1. fikrasinda, insaat ve onarma
islerinde (i) gecici ve kesin kabul usuliine tabi olan haller-
de gecici kabuliin yapildigim gosteren tutanagin idarece
onaylandig: tarihin; (ii) diger hallerde isin fiilen tamam-
landig1 veya fiilen birakildig: tarihin bitim tarihi olarak
kabul edilecegi hiikiim altina alimmigtir. Bu nedenle,
gecici kabul prosediiriiniin bulundugu islerde vergilen-
dirme, s6z konusu gecici kabul isleminin idarece onay-
landig tarihte yapilacaktir. Kanunun eski metninde “ge-
cict kabuliin yapildigint gosteren tutanagin diizenlendigi
tarih” ibaresi yer alirken bu daha sonra “tutanagin onay-
landigi tarih” seklinde degistirilmigtir. Gecici ve kesin ka-
bul usuliiniin uygulanmadig islerde isin bitim tarihinin,
sozlesmede belirlenen tarih mi yoksa isin fiilen birakil-
dig1 tarih mi oldugu konusunda bir Sayistay Genel Kurul
Kararrnda®, fiili durumun esas alinacag ifade edilmigtir.”

Genel kural yillara yaygin ingaat islerinde vergilendir-
menin, isin tamamlandig: y1l yapilmasi olmakla beraber;
hakedis 6demeleri de vergilendirme a¢isindan 6nem arz
etmektedir. 5520 sayili Kurumlar Vergisi Kanununun
(“KVK”) 15. maddesinin birinci fikrasinda sayilan ku-
rumlar vergisine mahsuben yapilacak kesintiler arasin-
da, yillara yaygin ingaat iglerinde yapilan hakedis 6deme-
leri de yer almaktadir.

Gegici kabulden sonra yapilan giderlerin ve elde edilen
hasilatin, hakedis 6demelerinden sonra geriye doéniik
kesilip kesilemeyecegi GVK’nin 44. maddesinin ikinci
fikrasinda agiklanmig olup; buna gore, ingaat islerinin

1Bedri Essiz, Basel Il Diizenlemeleri Cercevesinde
Insaat Taahhit Sektortinde Faaliyet Gosteren
Sirketlerin Kredi Degerliliginin Olctimesi,

(Ankara, 2010), 58.

2 Yusuf Karakoc, Genel Vergi Hukuku,

(Ankara: Yetkin, 2007), 55.

3 Yusuf Karakoc, Genel Vergi Hukuku,

(Ankara: Yetkin, 2007), 114.

Sayistay Dergisi, 60.

Kurul Karari

4 Atilla inan, “Yillara Yaygin Yapim ve Onarim
Islerinde Vergilendirme”, Ocak-Mart 20086,

5T.C. Gelir idaresi Baskanlig, B.07.1.GiB.4.01.16.01-
2010-3161-KV-71sayil 6zelge
6 02.06.1966 tarihli 3122/5 sayil Sayistay Genel

7 Atilla nan, “Yillara Yaygin Yapim ve Onarim
islerinde Vergilendirme”, Ocak-Mart 2006,
Sayistay Dergisi, 60.

8T.C. Gelir idaresi Baskanlig, B.07.1.GiB.4.67.15.01-
2010-GVK-94-KVK-15-15 sayili ozelge

9T.C. Gelir idaresi Baskanlig, 71387770-120[42-
2013/78]-21 sayih ozelge
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the procedures of temporary and final admission are not
implemented on; a Court of Accounts’ General Assembly
Resolution®, envisages that the completion date of the
work shall be the date of de facto abandonment rather
than the date specified in the contract.”

General rule is that the taxation in construction works
spread over years is made in the year when the work is
completed. Nevertheless; progress payments have an
importance in terms of taxation. In the first paragraph of
article 15 of Corporate Tax Law numbered 5520 (“CTL”)
progress payments made in the construction works
spread over years are included in the deductions to be
made on corporate tax.

The second paragraph of article 44 of CTL explains
whether the expenses and revenue subsequent to the
temporary admission can be deducted retrospectively
after the progress payments. Pursuant to that, the ex-
penses made regarding such works and regardless of the
name under which the revenue obtained shall be taken
into consideration for the determination of profit or loss
of the year that such expenses are made or revenue is

bitim tarihinden sonra bu iglerle ilgili olarak yapilan gi-
derler ve hangi nam altinda olursa olsun elde edilen ha-
silat, bu giderlerin yapildigi veya hasilatin elde edildigi
yilin kar veya zararinin tespitinde dikkate alinacaktir. Bu
dogrultuda, gecici kabulden sonra gerceklesen giderler
ve hasilatin geriye doniik olarak kesilmesi s6z konusu
olmayip; gerceklestigi takvim yilinda vergilendirilmesi
gerekmektedir.

5. ALT YUKLENICININ HAKEDIS ODEMELERI VE
GECiCi KABUL

Idare ile yiiklenici arasindaki anlagmadan bagimsiz
olarak, yiiklenici de 6zel uzmanlik gerektiren igleri gor-
diirmek iizere alt yiiklenicilerle anlagabilir. KVK'nin 15.
maddesinin birinci fikrasinin (a) bendinde, GVK’de be-
lirtilen esaslara gore birden fazla takvim yilina yaygin
ingaat ve onarim isleri ile ugrasan kurumlara, bu isleriile
ilgili olarak yapilan hakedis 6demeleri iizerinden vergi-
lendirme yapilacag hiikiim altina alinmigtir. Aym sekil-
de, GVK’nin 94. maddesinin birinci fikrasinin iiclincii
bendinde, birden fazla takvim yilina sirayet eden ingaat
ve onarma igleri dolayisiyla bu isleri yapanlara 6denen
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obtained, after the completion date of the construction
works. Accordingly, expenses and revenue occurred sub-
sequent to the temporary admission cannot be deduct-
ed retrospectively; such expenses and revenue shall be
taxed in the calendar year in which they occur.

5. CONTRACTOR’S PROGRESS PAYMENTS AND
TEMPORARY ADMISSION

The contractor may agree with sub-contractors for the
performance of the works requiring expertise, indepen-
dently from the contract between the administration and
the contractor. The sub-paragraph (a) of the first para-
graph of article 15 of the CTL envisages that the taxation
will be made on progress payments regarding the works
of the institutions doing construction and repair works
spread over more than one year according to the rules
determined under the ITL. In the same way, in the third
sub-paragraph of first paragraph of article 94 of the ITL,
itis envisaged that the tax deduction will be made on the
progress payments paid to the persons doing such works,
with regard to construction and repair works spread over
more than one calendar year. Thus, in the event that the
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hakedis bedellerinden vergi tevkifati yapilacag: hitkiim
altina alimmugtir. Dolayisiyla, birden fazla yila sirayet
eden ingaat ve onarmaiglerinin alt yliklenicilere yaptiril-
mast halinde, alt yiikleniciye yapilacak hakedis 6demele-
ri tizerinden de GVK hiikiimleri uyarinca vergi tevkifati
yapilmasi gerekmektedir.?

Diyarbakir Vergi Dairesi tarafindan 20.05.2013 tarihinde
yayimlanan 6zelgede®, GVK’nin 42. maddesi kapsami-
na giren igleri {istlenen yiiklenicilerin isi tamamen veya
kismen alt yiiklenicilere yaptirmasi halinde; alt yiikleni-
cilerin GVK’nin 42. maddesi kargisindaki durumunun,
taahhiit ettikleri kismin (i) mahiyet itibariyla insaat ve
onarim isi kapsaminda olup olmadig ve (ii) siire olarak
yillara sirayet edip etmedigine gore tespit edilecegi be-
lirtilmigtir. S6z konusu 6zelge uyarinca, alt yiiklenici
tarafindan yapilan i, yillara yaygin ingaat ve onarim isi
olarak degerlendirilebildigi 6l¢iide; yani (i) bir insaat/ya-
pim ve onarim isi olma, (ii) taahhiit isi olma ve (iii) birden
fazla yila yaygin olma sartlarini tasiyorsa, alt yiikleniciye
yapilan hakedis 6demeleri GVK’nin 42. maddesi uyarin-
ca, gecici kabuliin idare tarafindan onaylandig: veya igin
tamamlandig: takvim yilinda vergilendirilecektir.
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construction and repair works spread over the years are
done by sub-contractors, the taxation shall be made on
progress payments of the sub-contractor pursuant to the
ITL’s provisions.®

On the advance ruling published by Diyarbakir Tax Of-
fice on May 20th, 2013° it is stated that in the event that
the contractors undertaking the works included within
the scope of article 42 of the ITL makes such a work com-
pleted by sub-contractors wholly or partially; the situa-
tion of such sub-contractors against article 42 of the ITL
shall be determined by whether the part committed by
the sub-contractor (i) is within the scope of works of con-
struction and repair by nature and (ii) spreads over years
in terms of time. Pursuant to the aforementioned ad-
vance ruling, to the extent the work done by sub-contrac-
tors can be qualified as a construction and repair works;
in other words if such work satisfies the conditions of (i)
being a construction/building and repair work, (ii) be-
ing a commitment work and (iii) being spread over more
than one year, the progress payments of the sub-contrac-
tor shall be taxed in the calendar year in which the tem-
porary admission is confirmed by the administration or
the work is completed pursuant to article 42 of the ITL.

6. CONCLUSION

In the Turkish tax law, the rule is that the income will be
taxed in the year that it is obtained, in respect to corpo-
rate tax and income tax, while the construction works
spread over years are envisaged to be taxed in the cal-
endar year when the work is completed. On the other
hand, for the construction works spread over years, the
progress payments made before the work is completed
will be taxed in the calendar year where the relevant pro-
gress payment is made. In the event that all or a certain
parts of the work is done by the sub-contractor whether
the taxation of sub-contractor’s income will be subject to
the same procedure as the contractor will depend on the
nature of the work done by the sub-contractor. B
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