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July 8, 2019 
 
 
Dear Sir/Madam, 
 
This legal memorandum has been prepared with a view of providing a general insight on the 
methods of squeeze-out (forcing shareholders to sell their shares) in closed joint stock 
companies.  
 
Methods for squeeze-out in closed joint stock companies according to the Turkish 
Commercial Code numbered 6102 (“TCC”) are listed below: 
  
1) Annulment (TCC 482, 483): In that the event that a shareholder does not fulfill her/his 

commitment to invest capital completely and/or in due time, the board of directors 
(“BoD”) has the authority; to deprive her/him of rights originating from capital 
subscription and partial payments that she/he has made, to sell the related shares or to 
annul the share certificates distributed to that specific shareholder. In order to impose 
these sanctions, the BoD shall notify the shareholder by way of an announcement 
published in the Turkish Trade Registry Gazette and follow other procedures if such are 
stipulated in the articles of association and shall also publish a message on the website 
of the company. In the notification, it should be stated that the shareholder should fulfill 
the commitment within a month; warning that otherwise the above-mentioned sanctions 
will be imposed. 
 
Annulment method can only be applied to shares with unpaid capital share. It may be 
that the capital share may not have been paid at partially (or not paid at all) or it may be 
that it has not been paid in due time. For instance, if a shareholder does not fulfill her/his 
capital commitment regarding the capital increase, only the shares that she/he is entitled 
to receive as a result of the capital increase are annulled, not the entire shares (before 
and after the increase) of the shareholder. Therefore, this method is not an absolute 
way to squeeze-out a shareholder. In other words, shares that have their value paid in 
full at the time of a shareholder’s entry to the company may not be annulled afterwards. 

 
2) Separation Fund (TCC 141, 151): Merging companies can stipulate in the merger 

agreement to give shareholders of the target company an option between acquiring 
shares and ownership rights of the purchasing company or to receiving a separation 
payment equal to the market value of their shares. Acquiring shares in the purchasing 
company may even not be provided as an option at all, leaving only the separation 
payment. By stipulating only the separation payment in the merger agreement, 
shareholders of the target company can be prevented from becoming shareholders of 
the purchasing company at the closing of the merger. However, in the event that the 
merger agreement prepared by the BoD’s and approved by the general assemblies of 
the merging companies involves only the separation payment, it must be approved with 
at least ninety percent of voting rights of the target company. 



 
 

 

 
3) Right to Purchase (TCC 208): In a corporate group; if the controlling company directly 

and/or indirectly holds at least ninety percent of shares and voting rights of its subsidiary 
and if minority shareholders undermine the subsidiary’s business, behave in bad faith, 
cause distinguishable problems and/or act carelessly, the controlling company has the 
right to purchase the shares of minority shareholders at their market value or a value 
that may be determined according to a method commonly accepted. While determining 
the value, data closest to the date of purchase are taken into account. 

 
4) Court Decision upon the Request for Dissolution (TCC 531): Shareholders 

representing at least ten per cent of the capital have a right to request dissolution of the 
company before the commercial court of first instance located at the same place with 
the headquarters, by relying on reasonable grounds. The court can decide, instead of 
dissolution, on the squeeze-out of claimant shareholders by way of payment of the 
market value of their shares (or on other solution that it deems fit). Minority rights such 
as obtaining information and examination or convoking the general assembly being 
continuously violated, the company being misgoverned and this resulting in chronic loss 
of the company which also negatively effects minority shareholders, the company not 
having one or more of its mandatory organs or that the organs not performing their 
fundamental duties, the company not actually operating, shareholders who own majority 
shares and are also members of BoD behaving in bad faith against minority 
shareholders, the ground of trust and consensus between shareholders has 
disappeared and therefore it no longer seems possible for them to achieve the common 
goal through the company are some examples that may constitute reasonable grounds 
in order for this provision to be applied. The solution that the court may decide on will 
vary depending on the circumstances of each case. 

 
 
Kind regards, 
 
Güzeldere & Balkan Law Firm 
 


