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Abstract
In this study, previous studies that have been conducted relating to the "Uniform

Accounting and Financial Reporting" in Turkey from 1923 to date was analysed within
the historical process. Within this context first, financial reporting, of the State Economic
Enterprises (SEEs) and later regulations that formed the uniform accounting culture in
Turkey are explained for the period between 1923 and 1950, and for the period between
1950 and 2000, respectively. Explanations for the companies that prepare different
financial statements because of the sector in which they operate are presented. The
Capital Market Board (CMB) regulations relating to the general chart of accounts and the
financial statement formats are also explained for this period. Subsequently the period
that began in 2000 was analysed. The Turkish economy suffered from high inflation over
many years and this inflation gave rise to negative effects on financial reports. Moreover,
unregistered economy is an important phenomenon for .the Turkish economy. In the
study, explanations for these factors that effect the financial reporting culture are
presented. Furthermore, the Turkish Accounting Standards (TASs) that harmonized with
the International Accounting Standards (IASs) are examined and thus an explanation on
the Turkish accounting culture is provided.

Key Words: Uniform Accounting, Financial.Reporting, The Capital Market Board.

1. Introduction

In the history of the Turkish Republic, founded in 1923, accounting applications were
carried out in the form of adoptin g the quotations of western countries' accounting
applications. Durin g this period re gulations relating to the field of tax formed the accounting
applications in Turkey. As a result of this, a perception that the accountin g records was made
and financial statements were prepared for exercisin g the tax payin g duty formed and this
perception controlled accountin g applications. Thus, accountin g provided limited and
inadequate information for users. On the other hand, the Uniform Accountin g System (UAS)

formed with statist understandin g was applied in Turkey. The Uniform Chart of .Accounts
that is in the nature of an accountin g framework came into force in 1994 as a mandatory
application for all commercial and industrial companies. Moreovef, different chart of
accounts and financial statement formats were developed for some sectors that were based
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on the nature of their activities. At the end of the 20 th century, effective results were
achieved consistin g of accounting applications and audits through the formation of the LJAS
that foill/ed the le gal basis for the accountin g profession. The aim of the study that is based
on the literature review and review of re gulations is to emphasige the transition process of
accountin g applications and financial reportin g system from a tax oriented view point to true
and fair information presentation view point.

In this study, the developments that effect financial reporting since 1923 is analysed
within legal framework that existed up to 1950 and after 1950. The developments that occur
after 2000 are explained with reference to the TASs. Moreover, in this study, explanations
about the effects of inflation and the unre gistered economy are presented.

2. Financial Reporting and Formation of the Uniform Accounting Culturel3etween
1923 and 1950

Before the proclamation -of the Republic, Turkey had engaged in the Balkan War (1912-
1913), World War 1(1914-1918) and the War of Independence. The first 10 years of the
Republic was a period in which our country; struggled for economic improvement -and
establishment of institutions, in which the basic political and governmental systems were
established. The investment needs of our country were very hi gh and the development of the
Turkish economy was performed with nearly zero inflation. The rapid development that
occured durin g this period was realized thanks to government assistance and public sector
companies. Private sector companies, however, couldn't be activated. Because . of these
economic developments, the first accountin g Studies and applications were started for the
SEEs. Our laws and re gulations relating to the SEEs were generally foimed by quoting from
western countries' accounting rules and applications. At a later stage private sector
companies started to grow and started to apply the accounting system and applications that
were transferred from SEEs. Their accountin g applications was formed by the Turkish
Commercial Law (TCL) in 1937 and the tax reform in 1949.

The establishment-:date of the "Sanayi ve Maadin" Bank, ie. 1926, can re gard as the
startin g point of accounting history in the Republican Era. The accounting or ganization of
the four fabrics of the "Sanayi ve Maadin" . Bank was developed by Professor Nihat River. In
1933, the Sumerbank was found. To establishment the Sumerbank's accounting system,
German Professor Sachsenberg was invited. The accounting or ganization that was
established by him put new concepts on the accounting applications in Turkey. In the
Sumerbank's accounting organization, types of eost, cost centers and cost allocation
statements were applied. The chart of accounts included in the Sumerbank's accounting
system was applied all the SEEs found later on.' Moreover this chart of account was a
starting point to the development of private sector companies' accountin g organizations. In
this accounting organization Standard Cost System was formed. However this system was
left because of the complications that occure correction entry in the end of period and Actual
Cost System was used.'

Despite of the poor economic activity, the needs for recording, reportin g and auditing of
the financial statements occured in the first years of the Republic. To satisfy these needs, the
Prime Ministry Supreme Audit Board was founded with 3460 numbered SEEs Law in 1938.
Thereby an auditin g organization different from the auditing or ganization of private sector

I GI:Verrill, Oktay, Turk Devietleri Muhasebe Tarihi,Cumhurivet Dtinerni XX.Yilzyli (Accounting History of
Turkish States ,Republic Era: XX `" Century), Vol. 4, Istanbul: Avc.lol Publication: 2001,.2-8.,154-157.

2 Etdonn, Avder, "Gecrnim,n GlinUmtize IvIuhasebe Mesle(2i" ("The Accountin g Profession from the Past to
Present”), 2007, WWW.muhasebez.corn (3.12.2009)

1916



companies was found for the SEEs. 3 This organization was formed with quotations from the
German Chart of Account and the German accountin g rules. Our country's accounting
applications was deeply affected by the TCL that became effective in 1937 and the Income
Tax Law, the Corporation Tax Law and the Procedural Tax Law became effective in 1950.
The TCL included provisions re gardin g joint stock companies beside commercial books that
have to keep by entities. The joint stock companies part of the TCL was quotation from
German Commercial Law. And literature of this period was founded -on German resources.
The adoption of the TCL had positively affect on the accountin g applications.

The need for financing the government by income tax collected from taxpayers 6aused
the emergence of the need for preparin g and auditing the financial statements of private
sector companies. To control the accountin g records for the calculation of tax, the Ministry
of Finance formed an expert team. Divisions such as the Supervisory Board of Finance, the
Board of Tax Inspectors and the Board of Income Coordinators were established within the
Ministry of Finance and persons that were experienced and qualified in accounting, financial
reportin g and auditing were employed by the government until the 1980's. The Tax Reform
of 1949 was the biggest tax reform of the Republican Era. This reform was carried out by
three important laws. These laws shaped accounting by affectin g the documents and records
organization, the balance sheets and the income statements. This tax reform was the starting
point of the tax oriented accountin g system in Turkey

3. The Accounting Culture, Financial Reporting and the Uniform Accounting
System from 1950 to 2000

The accountin g system of the SEEs rudimentary between 1940 and 1950 was developed
with the efforts of the United States of America (USA) after 1950. With American experts
arriving in Turkey and Turkish students going overseas for education in the USA, a close
relationship began between Turkey and the USA. Turkey's accounting applications that had
been influenced by the west previously: now be gan to be influenced by USA.

The planned development period that started in 1960 obligated both pnbl c and private
sector companies to apply new accountin g techniques.

In the second half of the 20 th century, efforts to make le gal arrangement for the
accounting profession parallel with the tax laws developments form the UAS. During this
period western European countries had a tendency to preserve monotype financial statements
but apply different chart of accounts for different sectors. However, application of the
general chart of accounts in Turkey was delayed. 4 The studies concerning the UAS can be
grouped as follows:

a) The Uniform Chart of Accounts and the Financial Statement Formats in the State
Economic Enterprises

More than half of their funds are received from the central or the local public
administration and SEEs are audited by the central or the local public administration as well.
In 1964, extensive re gulations were made concernin g the SEEs and a reorganisation
Committee was set up. The reor ganisation committee dealt with developing the Uniform
Chart of Accounts and the uniform financial statements, introducin g the accounting tetms
and principles to the public. After some revision, the charts of accounts and financial

Ekonomik vu Stratejik Ara,tirmalar Merkez N1udürlüti ,Ttirkive Ekonomisi -Tarihi Ge1iimi, , -Ankara:
2003: 10, (Center for Turkey's Ekonomic and Strate g ic Studies, Turkey Economy-Historical Development)
h ttp://www .ko s geb. v.thyayinlariduyn ru. as p x7vID=105, (.28.12.2009)

4 
kir uvemli, op. cit. .456-576
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statements have came into use in 1972. A commission with the coordination of the State
Plannin g Organisation was established in 1974, and made certain amendments on the [JAS.
At the beginnin g of 1977, the Uniform Cost Accountin g came into use? This chart of
account was used by the SEEs until 1994, ie. until the general comminique on the
"Application of Accountin g System" was issued. •

h) The Accounting Profession and the Uniform Accounting Ststern _

The Turkish accountin g culture has been affected by two important events: the admission
of the accountin g profession law and the formation of the LAS and the Uniform Financial
Statements.

The required qualifications of people who are exercisin g the accounting profession and
the works that will be done by them have been defined with Law No. 3568 of 1989 on "the
Public Accountant, the Certified Public Accountant and the Chartered Accountant". Thanks
to this Law, the accounting profeSsion has attained a le gal arrangement and the first step
towards the formation of the accounting system in Turkey was made. 6 The professional
titles, the required qualifications to assume these titles and the work that will be done by
these people have been defined with this Law..

The second important step towards the development of an accountin g culture was the
formation of the LAS. The Ministry of Finance developed the accounting system and issued
a communiqué concerning this accountin g system, in 1992. 7 This communiqué which
includes regulations on the fundamental concepts of accounting, the principles of financial
statements, the preparation and presentation of financial statements, the LAS, the chart of
accounts, and the working principles of accounts came into effect on January 1.1994. Thus,
reliable accounting operations and the preperatidn and auditing of comparable financial
statements were achieved for companies that keep their books according to the balance sheet.
All the private and public sector companies were obli gated to apply this communiqué's
regulations. However, the companies, that keep their books accordin g to the balance sheet
but use different accountin g techniques due to the features of the activity perfoi ined by them,
such as the banks, assurance companies, special finance houses, leasin g companies, mutual
funds, securities investment trusts and financial intermediaries do not have an obli gation to
apply the LAS. However, these companies -do have an obligation to comply with the
fundamental concepts of accountin g and the principles of financial statements: Different
regulations were made concernin g the chart of accounts that will be used by the said sector.

c) The General Chart of Accounts and Financial Statement Formats within the
Framework of the Capital Market Board Regulations

After 1980, an important structural change , occured in the Turkish economy with the
transition to- a free market economy, the liberalisation of exports and imports and the
increase in the import of forei gn capital. As a : result of this change, the Capital Market Law
(CML) was issued on July 30, 1981. The aim of this Law is to re gulate and control the
secure, transparent and stable functionin g of the capital market and to protect and audit the
rights and benefits of investors. 8 Within the scope of this Law, the Capital Market Board
(CMB) was established in 1982 and the.Board issued various communiques to regulate the
capital market.

State Plannin g Or ganization„ The Revision and Monotony of the Accountin g Technics, Ankara: Ministry
of Education Publication; 1973; 25

fl Mini stry of Finance. The Law Numbered 3568 Official Gazette, 13.06. 1989
' Ministry of Finance. Comminioud on the General Application of the Uniform .Accountin g S ystem, Official

Gazette, 26.12, 1992
Capital Market Law. Official Gazete. 30.07. 1981. article.
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CMB Communiqués were classified by their subjects and issued as different Serials.
From these Serials, Serial X includes the communiques on "Independent Auditin g" and
Serial XI includes the communiques on "Accountin g Standards". Communiqué Serial XI,
No. 1 on the "Principles and Rules on Financial Statements and Reportin g in Capital
Markets" 9 was first issued in 1983 and then reissued in 1989 with amendments that
cancelled the previous version. This Communiqué was the first step towards a unifomi
accountin g for private sector companies and an important guide for accounting applications.
In this Communiqué, the formats of the balance sheet, the income statement and the
additional financial statement such as the cash flow statement and the fund flow statement
were defined. Consequently, uniformity of the preparation of the private sector companies'
financial statements was achieved. Moreover, generally accepted accountin g principles were
legislated for the first time with this communiqué. Furthermore, the necessity in the
application of these principles to prepare the financial statements was emphasized. 10 The
provisions that are in the second pan of this communiqué, are related to the assessment of
the financial statement items. These provisions focused on the profit calculation. Despite the
fact that the TCL has no detailed re gulations on valuation, this Communiqué includes
detailed re gulations regarding the basics of valuation whereby public companies are
obligated to comply with these re gulations. The provisions in this part are not related with
the valuation principles and rules in tax le gislation. Whether the books and documents kept
by tax payers conform with the tax le gislations or not are their own responsibility.

As a 'result of importation of forei gn capital, foreign audit firms have begun to operate in
Turkey. To carry out their audit function with specific standards, a need concerning a
standard chart of accounts for the joint stock companies following CML took place. Thus, a
chart of accounts was issued for the companies that were within the scope of this law and
this chart of accounts was used until 1994 when it was replaced with the UAS by the
Ministry of Finance in 1994 whereby all companies became obli gated to apply this system.

Because of the features of the activities performed by intermediary corporations, the
"Chart of Accounts for Intermediary Corporations and the Instructions for its Use" 11 was
issued by the CMB. The intenuediary corporations were obligated to comply with this chart
of accounts. Moreover CMB, arran ged a chart of accounts for mutual funds with the
Communique on the "Principle and Rules on Mutual Funds' Financial Statements and
Reports" because of the nature of the activities performed by these mutual funds. 12

• d) The Uniform Chart of Accounts and the Financial Statement of Banks and
Insurance Companies

All le gal regulations on banking involvin g provisions on the formats of the income
statements and the requirements for the uniformity of these statements. The Banking Law
No. 2999 which became effective in 1936 replaced the Law relatin g to protect of deposit
dated 1933. Both laws included provisions on subjects such as the three year accounting
abstracts, the format, the contents and the advertisement of the income statements. In the
followin g years, this law was amended many times accordin g to the requirements of the
economy. The fifth version of the Bankin g Law was issued in 1985. The important feature of
this law is the provision on the necessity of controllin g the financial statements of banks by
independent auditin g organizations. The last decade, of the 20 `11 century was a failure for the
Turkish bankin g sy stem. The uncontrolled increase in the number of banks, the privatization

9 Communiqué of Capital Market Board, Series: XI. Number: 1. Principles and Rules on Financial Statements
and Reporting in Capital Markets, Official Gazete, 29.01. 1989

I() Gucenme, Umit. Envanter (Inventory), Bursa, Alfa Aktuel Publication. 2002. p.17
II Communiqué of Capital Market Board. Series XI, Number 7, Official Gazette, 31.01.1992

Communiqué of Capital Market Board. Series: Xi, Number 6, Official Gazette, 28.02. 1990
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of several banks and the banktrupcy of certain banks deeply affected economic life. As a
result, the government made legal regulations continuously. The Bankin g Law No. 4389
which came into effect in 1999 was soon amended. Finally, the same law was reconsidered
in May, 2001. With Law No. 4389 on "Or ganizin g and Inspection Committee for Banks"
was formed and with the formation of this well-equipped committee a new inspection organ
was in charge. This Committee can make the decision to alienate the banks in dire straits to
the Savin gs Deposit Insurance Fund, can demand a gain financial statements that it considers
to be false statements, can remove the top management of banks and can restrain the
operation of banks. Thanks to the "Bank Restructurin g Program" be gun in 1999, the Turkish
bankin g sector has been built on firm ground to the present day. Today, Law no 5411 issued
in Offical Gazette on Novenber 01, 2005 is still active in Turkey

The Uniform Chart of Accounts for the banks was prepared by the Banks Association of
Turkey in 1986 as a necessity for transparent bankin g . FinallY, the Bankin g Regulation and
Supervision A gency published the re gulations on the "Accountin g Applications" in 2002 to
harmonize with the IASs.

Le gal regulations concernin g insurance companies started before the establishment of the
Republic and the law numbered 1160 and dated 1927 was the first le gal regulation of the
Republic relatin g to insurance. The law on the "Supervision Of Insurance Companies"
numbered 7397 and dated 1959 was bein g effective during the second half of the 20th
century. That law achieved the formation of institutions relating to the insurance. In 1963 the
"Insurance Supervision Committee" , , which is stil active, was formed after the formation of
the "Insurance Companies Union". In the law numbered 7397, there are re gulations on the
recordin g system , sendin g the balance sheets and the profit & loss statements to the
concernin g authorities and their advertisement, the ratios regardin g the financial structure.
With the amendment made later, the Uniform Chart of Account, which was prepared by the
Union and appfoved by the "Undersecretariat of Treasury and Forei gn Trade", was accepted
to be applied. The Uniform Chart of Account applied by the insurance campanies at the end
of the 20 th century was prepared by the "Undersecretariat of Treasury and Forei gn Trade" on
May, 31', 1995. According to this the financial statements includin g the balance sheets and
the profit & loss Statements were in three separate sets. So, separate statements for the
insurance companies doin g elementary business, separate statements for the insurance
companies dealing with the life insurance and separate statements for the insurance
companies doing both was setted.

The insurance companies applied the uniform chart of accounts that came into effect with
the comminiqUes dated 1993 fistly and after dated 2004 re gard on the "Insurance
Accountin g System" and the "Insurance Chart of Accounts" 14 was issued by the Turkish
Treasury. With the system became active in 2004, the accountin g system of the insurance
.companies has now became parallel to the International Accounting System and the
preparation of monotype financial statements has been achieved in the insurance sector.

Bankin g Regulation and Supervision Ag ency, Re gulation on Accountin g Appiication„ Official Gazette,
22.06. 2002. This regulation revised by re gulations that was :ssued in Official Gaze' 'n October 23, 2001,
November 29" . 2004 and June 30'1'2005

Conimunique on Accountin g System of Insurance Companies and the Chan of Accounts for Insurance
Companies, Official Gazette, 30.12.2004
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4. The Period After 2000: Financial Reporting Accordin g to the Accounting
Standards in Turkey •

In the ei ghth five-year development plan, includin g the years 2000-2005, the state drew
itself back from production and introduced measures which let markets work in a more
systematic and competitive environment. Startin g. from 2003 there have been some
si gnificant constructive improvements in the Turkish economy. These are the application of
monetary policies to control chronic inflation, the decrease in nominal and real interest rates,
the rapid growth of the economy parallel to a decline in inflation, political stability, and the
increase in reliance on the Turkish economy. 15

After 2000, studies concernin g the formation of the TASs commenced and this process
has carried on until today. The International Accounting Standards Committee (LkSC),
which has continued its activities since 1973, has published LASs in various subjects in order
to abandon different accounting applications in different countries and to form an
international accounting langua ge. The Committee has revised the existin g standards at
certain periods. The Committee, has concentrated its studies on hamionizing the local
accountin g standards and developin g the LkSs, was reor ganized in 2001 with a new name:
The International Accountin g Standards Board (LkSB). The LASB has published the
International Financial Reportin g Standards (TRSs) and these standards were applied by
public companies in the European Union member countries. I6 In Turkey, certain regulations
to harmonize with the LASs were made durin g the adaptation process to the EU regulations.

Firstly, the LASs was translated in Turkish in 1994 by the Turkish Accountin g and
Auditin g Standards Board (TMUDESK) that was founded autonomously with the support of
the Union of Chambers of Certified Public Accountants of Turkey (TURMOB). The Board
published 20 national accounting standards and introduced them to the public. I7 These
standarts have no sanction because they were not stated in any le gal regulations. The
standards concernin g inflation and consolidation have appeared in the CMB Comminiques'
as compulsory that have to be applied by companies that followed the CML since
01.01.2003. Thus, the first re gulations were made parallel to IFRSs. In 2003, the CMB, that
has always been a leader in formin g the accounting system in Turkey, published the
comminique on the "Accountin g Standards in the Capital Markets", which involved all IASs
and Which was the translation of the LkSs: 8 This Comminique was the most significant step
in the adaptation process of conforming to the LASs and for application of these standarts by
the companies followin g the CML. This Comminique was abolished in 2008 and TASs was
issued by Turkish Accounting Standards Board (TASB) that took this Communiqué's place.

On December 12, 1999 the TASB, was formed with financial and administrative
autonomy and attached to the Prime Ministry with the addition of an article to the CML The
reason for the Board's formation was to prevent the problems that resulted from the
formation of different accounting standards in Turkey. This Board was established to form
and issue the national accountin g standards- in Turkey and became active in 2002.

15 Ercuna. Ozer. "Ttirkiye Ekonotrisinin Kayip YiIlan 1989 1 2002" ('The Lost Years of the Turkish Economy:
1989-2002") Mufad Muhasebe Ye Finansman Dergisi, 2003; 17:6

16 ,A "dotran, Nalan, Muhasebe Standartlanna Genet Bakis: Uluslararasi Finansal Raporlama Standartlannin
Ilk Kea Lhi gulanmaindaki ilkeler (General Survey on Accountin g Standards: The Principles of the First

Application of International Financial Reportin g Standards), LX. Muhasebe Stancianlan Sempozyumu (IX

Accountin g Standards Symposium), Kions.2005; 8-11
17 Turkish Accountin g Standards 2000, Ankara: TIIRMOB Publication No. 95, 2000
18 Communiqué of Capital Market Board, Series Xi. Number 25, Accountin g Standards in ,Capital Markets,

Official Gazette, 15.11. 2003

1921



The Board accepted the TASs published by TMUDESK as a draft in order to exaulate the
studies done in the past and overview this draft before presentin g it to the public. The TASs
has been started to publish in the Official Gazette since January of 2005. At the present time,
almost all of these standards were issued in the Official Gazette and revised. The studies on
application of these standards by all companies includin g those that do not follow the CML
is on-goin g . Within the globalization process, several countries such as Turkey and the
European Union member states have made the necassary requirement -to adapt the LASs•
because of the need to apply the same accountin g standards between countries.

The application of the TASs resulted in certain chan ges in the formats and classification
of the balance sheet, the income statement, and the dash flow statement that were determined
by the UAS. In these standards, the importance of information was emphasized and fair
presentation of this information was required. The TASs led to important changes
concernin g the valuation of the balance sheet and the income statement items. These changes
have an important effect on the reported amounts in financial statements.

5. Factors that Effect the Financial Reporting Culture in Turkey: The Unregistered
Economy and Inflation

The unregistered economy is the one of the most important problems in the Turkish
economy and can be defined as all gainful] economic activities that can not be include in the
Gross National Product (GNP) with the statistical methods that are used to calculate the
GNP.

In the report of the Unregistered Economy Specialization Commission that was formed
by the State Planning Or ganization in 2001 within the context of the ei ghth five-year
development plan, the reasons, the results and the measures to prevent an unregistered
economy was anal ysed. According io this report, the reasons for the unre gistered economy
were the development level of the country, the scarcity of institutional companies, the excess
amount of small- and medium-sized enterprises, the high inflation, the severe and inequable
taxation system, the complexity of tax legislation and the ineffective tax audits. Durin g this
period, studies to prevent an unregistered economy and to re gister them were done and
regulations on inflation adjustment were made.

The Tax Procedure Law was amended in 2003. According to this Law, income and
corporation tax payers who keep their books accordin g to a balance sheet, will adjust their
financial statements according to the inflation adjustment at the end of the temporary tax
period if the requirements that specified in the Law exist. Moreover, in the year 2003
inflation adjustment was applied to the financial statements of the companies without any
condition on them. Inflation adjustment can be defined as convertin g the Turkish lira amount
of the financial statement items to the amount in the financial statements' presentation date.
The aim of the inflation adjustment in Turkey was to end the negative affects of high
inflation that occured in financial statements over many years and to provide fairl taxation by
gatherin g taxes on the real income of tax payers and in this way reduce the avoidance of tax
both the actual and potantially. However, because the g overnment followed inflation
preventive politics in succeedin g years, conditions specified in the Law did not come to
fruition and inflation adjustment was not applied.

6. Conclusion
In Turkey, accountin g was formerl y used as a means of gettin g information from public

corporations, and later, accountin g began to cover private corporations as a result of the.
development in commerce. The provision of the Income, Tax Law, the Corporate Tax Law
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and the Tax Procedure Law which became effective with the Tax Refoiiii of 1949 affected
the accountin g system and became a startin g, point for tax oriented accountin g view point in
Turkey. With the TCL, the CIVIL and re gulations on the UAS, concepts such as commercial
profits and accounting for information became important. The Accountin g Profession Law
and le gal re gulations on independent audit were important steps made towards the formation
of an accountin g system and preperation of true and fair financial statements. In .the process
of globalization, the European Union countries and countries includin g Turkey have made
the necassary requirements to adapt to the LASs since 2005. The development and
application process of the TASs hatmonized with the Las,Ss still continues in Turkey.
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