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Varlik fonu, vatandaslarin uzun vadeli ekonomik
¢tkarlarini korumak icin genellikle devletlere ait finansal
varliklar iizerinde yapilandirilmigtir. Bu fonlar devletlere
aittir ve Ozel ticari kuruluslar olarak hiikiimetin yiiriitme
organlari tarafindan isletilir. Varlik fonlari, iilke ekonomi-
lerini istikrara kavusturan biiyiik 6lgekli projeleri finansal
olarak desteklemekle kalmayip, ayni zamanda yurt ici ve
uluslararasi finans piyasalarinda yatirim firsatlarini artir-
mak igin de kullanilir. Ilgili fonlar iizerinde finansal siste-
matik riski azaltmak icin temelli bazi hukuk prensipleri
kabul edilmelidir. Kanun koyucu tarafindan varlik fonla-
rinin karmasik dogasindan kaynaklanan yasal sorunlarin
dikkatle izlenmesi gerekir. Tiirkiye Varlik Fonu, 2016°da
anonim sirket olarak kurulmustur ve Tiirk 6zel hukuku
esaslarina tabidir. Varlik fonunun mevcut yasal yapisi,
varlik fonu yonetim kurulu tiyelerinin atanma yontemi
halihazirdaki hukuki
Hiiktimetlere etkili idare hukuku ilkeleri temelinde tavsiye

sistemde, temel sorunlardar.
veren Santiago ilkeleri, yerel mali piyasalarda hesap vere-
bilirligi ve seffaflig1 tesvik etmek icin mevcut Tiirk mevzu-
atina dikkatlice uyarlanmalidir. Bu ¢alismada, ozellikle
yonetim kurulu tiyelerinin atamalarinin yiiriitme ve ya-
sama organlari tarafindan is birligi icinde yapilmasi ve yo-
netim kurulu iiyelerinin ticari faaliyetlerinden sorumlu ol-
mast gerektigi onerilmektedir. Ayrica, Tiirkiye Varlik
Fonu, yurtici menkul kiymetler piyasasinda seffafligint ar-
tirmak igin giiglii bir kamuyu aydinlatma rejimi benimse-
melidir.

Anahtar Kelimeler: Varlik Fonlari, Seffaflik, He-
sap Verilebilirlik, Santiago Prensipleri, Denetleme Meka-

nizmalari.

ABSTRACT

A sovereign wealth fund is generally structured on
state-owned financial assets to protect citizens’ long-term
economic interests. Sovereign wealth funds are owned by
states and generally operated by executive branches of gov-
ernment as private business entities. Sovereign wealth
funds are beneficial in terms of not only supporting large-
scale projects financially by stabilizing countries’ econo-
mies but also increasing investment opportunities in do-
mestic and international financial markets. Legal problems
arising due to the complex nature of sovereign wealth funds
need to be monitored carefully while adopting effective
rules and regulations for risk mitigation. The Turkish
Wealth Fund was established as a joint-stock company and
subjected to the principles of Turkish private law in 2016.
The current regulatory structure of the Wealth Fund brings
about some legal problems such as challenges in the ap-
pointment of board members. The Santiago Principles
which provide effective administrative law principles to
governments ought to be adopted into the current Turkish
legislation to promote accountability and transparency in
the domestic financial markets. In particular, the paper
proposes that the appointment of the board members
should be exercised by the executive and legislative
branches of the state collaboratively while board members
ought to be accountable for their business operations. In
addition, it is suggested that the Turkish Wealth Fund
adopts a vigorous public disclosure regime to increase its
transparency in the domestic securities market.

Keywords: Sovereign Wealth Funds, Transpar-
ency, Accountability, Santiago Principles, Auditing Mech-

anisms.
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I. INTRODUCTION

The Coronavirus pandemic has hit global fi-
nancial markets dramatically since February 2020.
Developed countries announce significant eco-
nomic reforms including relief packages to compa-
nies and individuals. Similarly, emerging countries
strive to furnish a modest level of economic assis-
tance to companies. In the meantime, financial in-
stitutions to be utilized in funding of the companies
become a significant question in emerging coun-

tries because of limited economic sources.!

In particular, the Turkish policymakers are
determined to provide the best opportunities for
those companies suffering severely during the pan-
demic-related economic crisis.> Consequently, the
board of the Turkish Wealth Fund announced that
public companies and small businesses could re-
ceive loans from the Turkish Wealth Fund if the
Turkish policymakers amend the legislation and
regulations.” Most participants in the domestic se-
curities markets are also in favor of similar pro-
posals in which the Turkish Wealth Fund is an ac-
tive and engaging actor in the Turkish financial
markets.* On the other hand, some economists and
lawyers are cynical about prospective legal amend-
because of the and

ments accountability

' Bernardo, Bortolotti & Veljko Fotak & Chloe Hogg (2020),
‘Sovereign Wealth Funds and the COVID-19 Shock: Econo-
mic and Financial Resilience in Resource-Rich Countries’,
BAFFI CAREFUL Working Papers 20147, BAFFI CAREFUL,
Centre for Applied Research on International Markets Ban-
king Finance and Regulation, page 1-6. See also, Soddu,
Enrico, Valdai Discussion Club, The Role of Sovereign We-
alth Fund < https://valdaiclub.com/a/highlights/the-role-
of-sovereign-wealth-funds-in-the-pandemic/> last acces-
sed 04.06.2022.

2 Kozok, Firat, Bloomberg, Turkish Wealth Fund to Get Cri-
tical Role for Post-Pandemic World, <https://www.blo-
omberg.com/news/articles/2020-04-14/turkey-proposes-
law-to-enable-sovereign-fund-s-aid-for-economy>  last
accessed 04.06.2022.

transparency of the country’s sovereign wealth
fund.® The new legal reforms could exacerbate the
current legal issues that are mostly based on the reg-

ulatory structure of the Turkish Wealth Fund.

This article suggests that Turkish lawmakers
need to revise the regulatory structure of the Turk-
ish Wealth Fund by adopting legal reforms for ac-
countability and transparency in the domestic fi-
nancial markets. The current legal structure of the
Wealth Fund is based on an unsophisticated regula-
tory system in which the corporate governance is-
sues may cause high-level risks to stability and is

susceptible to systemic risks

This paper proposes some crucial legal tools for
Turkish lawmakers. Both transparency and ac-
countability recommendations are stipulated to im-
prove the effectiveness of the Turkish Wealth
Fund’s legal structure. This short paper comprises

of four subsections.

The first subsection of the article explains his-
torical developments of sovereign wealth funds. The
following subsection describes the background de-
velopments of the Turkish Wealth Fund. In the
third subsection, the current legal issues arising

from the regulatory structure of the Turkish Wealth

3 Eroglu, Erdal (2020). ‘Covid-19’un Ekonomik Etkisinin
ve Pandemiyle Miicadele Siirecinde Alinan Ekonomik
Tedbirlerin Degerlendirilmesi’, International Journal
of Public Finance, Vol: 5, N:2, p. 230-233. See also, The
Turkish Wealth Fund, Tirkiye Varlik Fonu 4 Temel llke ve
Deger Dogrultusunda Hareket
Eder<https://www.tvf.com.tr/biz-kimiz/kurumsal-yoneti-
sim/degerlerimiz> last accessed 04.06.2022.

Engin, ismail (2022), ‘Tiirkiye Varlik Fonunun Potansiyel
Riskleri’, Ankara Haci Bayram Veli Universitesi iktisadi ve
idari Bilimler Fakiiltesi Dergisi, Vol: 24, N:1, p. 142-146.

5 Wright, Christ (2020), ‘Euromoney, Older and Wiser: How
Sovereign Wealth Has Responded to Covid-19/,
<https://www.euromoney.com/ar-
ticle/27ft5h678f5ma5k6xkxkw/capital-markets/older-
and-wiser-how-sovereign-wealth-has-responded-to-co-
vid-19>last accessed 04.06.2022.
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Fund are examined. The final section proposes that
the current legislation could be amended immedi-
ately by adopting new legal tools to promote trans-

parency and accountability.

II. BACKGROUND

This subsection examines why and how sov-
ereign wealth funds are established in the global fi-

nancial markets.

The sovereign wealth fund is a state-owned
fund or/and entity based on the government's re-
served capital for long-term investments.® The sov-
ereign wealth funds are also called “the wealth fund”
in the literature on the financial market principles.”
The main revenues of the wealth funds derive from
the revenues of the states’ natural resources such as
oil and natural gas, privatizations of the state-
owned companies, central bank reserves, and other

government financial sources.®

Sovereign wealth funds propose to improve
countries’ long-term economic goals. In addition,
sovereign wealth funds guarantee proper wealth
management to citizens of the countries. The sover-
eign wealth fund is structured on a high-level risk
tolerance while achieving long-term goals in capital
markets. Nonetheless, the potential risks are high in
long-term capital gains. The regulatory structures

of wealth funds are mostly criticized for lacking

6  Twin, Alexandra, Investopedia, Sovereign Wealth Fund
(SWF), <https://www.investopedia.com/terms/s/sovere-
ign_wealth_fund.asp(2019) >last accessed 04.06.2022.

7 Amanda, Rose & Epstein Richard A (2009), ‘The Regula-
tion of Sovereign Wealth Funds: The Virtues of Going
Slow’, 76 University of Chicago Law Review, Vol:76, N:111.

8  Zhao, Feng, (2009), ‘How Should Sovereign Wealth Funds
Be Regulated?’, Brook. J. Corp. Fin. & Com. L. Vol:3, N:2, p.
483-486.

accountability and transparency while managing
billion dollars on the behalf of the citizens. Moreo-
ver, corruption and money laundering could be
other legal problems if the management of the sov-
ereign wealth funds does not function properly un-

der their policies and legislation.’

Kuwait established the first sovereign wealth
fund in global financial markets at the beginning of
the 1970s. However, the structures of the sovereign
wealth funds were not developed globally until the
1990s. Besides the oil-rich Arab States of the Persian
Gulf, the Norwegian policymakers established a
well-developed wealth fund in the 1990s. In partic-
ular, the Sovereign Wealth Fund of Norway pro-
moted to protect the young generation of Norwe-
gians while lending a significant amount of money

to multinational investment companies.*

By 2008, China, Iran, Russia, Qatar, United
Arab Emirates, and Saudi Arabia formed their sov-
ereign wealth funds respectively. The values of sov-
ereign wealth funds increased quickly in the global
financial markets. In the interim, some policymak-
ers, participants of the financial markets, and insti-
tutional investors raised significant regulatory con-
cerns relating to the lack of an international audit-

ing mechanism for sovereign wealth funds."

The International Monetary Fund (IMF) en-
couraged twenty-three countries that own sover-

eign wealth funds to establish an international

9 Kratsas, Georges& Truby, John (2015), ‘Regulating Sove-
reign Wealth Funds to Avoid Investment Protectionism’,
Journal of Financial Regulation, Vol: 1, N:1,p. 95-134. See
generally Zhao.

9 Kryvoi, Yarik &Kovacs Robert, (2021), ‘Sovereign Wealth
Funds: Transitional Regulation and Dispute Resolution,’
British Institute Comparative International Law, Vol: 144,
p.11-17.

" Tejera, Victorino (2016), ‘The U.S. Law Regime of Sovere-
ign Immunity and the Sovereign Wealth Funds’, 25 U. Mi-
ami Bus. L. Rev.,Vol: 25, N:1, p. 5.
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association in 2008. Thereafter, the International
Working Group of Sovereign Wealth (IWG) was
formed by these twenty-three countries under the
coordination of the IMF. The IWG gathered infor-
mation regarding the then-prevailing regulatory
and industrial concerns and potential solutions for
an international framework. States are strongly en-
couraged to adopt the voluntary guidelines in their
national legislation. Under the coordination of the
IMF, the Sovereign Wealth Funds: Generally Ac-
cepted Principles and Practices (GAPP) was ac-
cepted in 2008. The GAPP is shortly known as the

Santiago Principles.'

The main purpose of the Santiago Principles
is to promote global financial stability and the free
flow of capital for domestic and international in-
vestments. The framework of Santiago Principles is
based on a voluntary approach in which best prac-
tices are encouraged in the states. The framework is
structured on twenty-four principles. These princi-
ples regulate three important subjects of sovereign
wealth funds, namely, governance, accountability,
and transparency. While the founding members of
the IWG sought dedication to adopt these princi-
ples to their national legal system, new countries
that initially establish sovereign wealth funds con-
sidered this framework as a milestone code for good

practice in global financial markets."

2. The International Working Group of Sovereign Wealth
(2008), The Sovereign Wealth Funds: Generally Accepted
Principles and Practices (GAPP), p. 4,
<https://www.ifswf.org/sites/default/files/santiagoprin-
ciples_0_0.pdf> last accessed 04.06.2022.

3 Bismuth, Regis (2017), ‘The Santiago Principles for Sover-
eign Wealth Funds: The Shortcomings and the Futility of
Self-Regulation’, European Business Law Review, Vol:28,
N:1, p.69 — 88. See also Tejera.

4 The Preamble of the legislation titled the Establishment of
the Turkish Wealth Fund Management Joint Stock

As an example, the Turkish policymakers
discussed the importance of the Santiago Principles
while passing the legislation for the establishment of
the Turkish Wealth Fund." The IWG transferred its
obligations and functions to the International Fo-
rum of Sovereign Wealth Funds as a permanent

mission under the Kuwait Declaration.'®

III. ESTABLISHMENT  OF
TURKISH WEALTH FUND

THE

The legislative efforts for the creation of the
Turkish sovereign wealth fund were held to a mini-
mum until 2016. Turkey was the last G20 country to
form its sovereign wealth fund. This subsection of
the paper examines why and how the Turkish
Wealth Fund is established while shortly reviewing

its legislative history.

After the failing violent military coup in July
2015, the Turkish policymakers were concerned
about prospective economic instabilities and eco-
nomic crisis since the Turkish financial markets
were manipulated severely during 2016. The Turk-
ish General Assembly passed the legislation titled
“The Law No. 6741 on Establishment of Turkey
Wealth Fund Management Company and Amend-
ments in Certain Laws” in August 2016.'° The legis-
lation serves several significant purposes in the

Turkish financial markets.”

Company (the legislative history) (2016), p. 5-6,
<https://www.tbmm.gov.tr/sirasayi/do-
nem26/yil01/ss413.pdf>last accessed 04.06.2022.

5 The International Working Group of Sovereign Wealth
(2009), Kuwait Declaration Establishment of the Internati-
onal Forum of Sovereign Wealth Funds.

6 Karagol, Erdal (2016), ‘The SETA Report of the Turkish We-
alth Fund and Global Sovereign Wealth Fund,<https://se-
tav.org/assets/uploads/2016/11/20161028172334_varlik-
fonu-pdf.pdf >last accessed 04.06.2022.

7" The legislative history, p. 5-6 .
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First of all, the legislation proposes to in-
crease the values of state-owned government funds
under an umbrella structure whilst encouraging
professional management for the Turkish Wealth
Fund. The management strategies are mostly based
on the practical mechanism in which retirement
and other government-owned portfolios are sup-
posed to raise money for the citizens of Turkey. Sec-
ondly, the returning profits of the Turkish Wealth
Fund are expected utilizes to the funding of giant
investment projects for airports, renewable energy
platforms, bridges, subways, and hospitals. In other
words, the profit of the Turkish Wealth Fund cre-
ates important funding resources for various invest-

ment projects in different sectors.'®

Thirdly, the Turkish government portrays a
dedication to attracting investment portfolios from
the oil-rich Gulf states in the Middle East. Hence,
the legislation promotes prospective cooperation
with other counties’ sovereign wealth funds and
other investment portfolios. Finally, the legislation
proposes to protect the future and financial inter-

ests of Turkish citizens.?

After the enactment of the legislation, the
Ministry of Finance adopted the decree titled “Entry
into Force of the Decision on the Structure and
Functioning of the Turkish Wealth Fund Manage-
ment Joint Stock Company.”® Consequently, the
office of the Turkish President became in charge to
manage the Turkish Wealth Fund Joint Stock

8 Aktas, Batuhan (2017), ‘6741 Sayih Kanun Kapsaminda
Turkiye Varlik Fonu Yonetimi As. Ve Tirkiye Varlik Fonu
Hakkinda Bir Inceleme’, Aurum Sosyal Bilimler Dergisi, Vol:
2N:1, p.51-58.

9 ibid. See also the legislative history.

Company under the current legislation, securities

law, and other regulation.”!

IV. REVIEW OF THE LEGAL FRAME-
WORK OF THE TURKISH WEALTH FUND
JOINT STOCK COMPANY

The Turkish Wealth Fund was established as
a joint-stock company under Turkish private law.
The Turkish government did not have sufficient ex-
perience to manage the investment portfolios in the
financial markets by itself until the establishment of
the Turkish Wealth Fund Joint Stock Company.
This subsection of the paper examines the current
legal issues arising from the legislation and regula-

tions governing the Turkish Wealth Fund.

In civil law countries, there is a prominent
difference between public law and private law which
historically derives from the legal system’s roots.
Although the principles of private law applicable to
companies, the latter enjoy exemptions from cer-
tain rules such as various obligations arising from

administrative law. 2

The Turkish legal system is based on the civil
law tradition. Conversely, most state-owned com-
panies are regulated under Turkish public law.
Therefore, some business operations including even
daily trading activities of state-owned companies
are governed by the principles of Turkish public

law, particularly Turkish administrative law.?

20 Date: 26/8/2016 and number: 29813 the Turkish Official
Gazette, available at <https://www.mevzuat.gov.tr/mev-
zuatmetin/1.5.6741.pdf >last accessed 04.06.2022.

21 ibid.

22 Tecimer, Cem (2019), ‘The Use of Foreign Law in Turkish
Constitutional Adjudication’, Anayasa Yargisi, Vol: 36.

3 ibid.
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Turkish administrative courts exercise their
judiciary power under the domestic administrative
law and procedure legislations in which accounta-
bility of the Turkish government including inde-
pendent regulatory authorities could be challenged
easily for possible compensation and other legal re-
liefs.** The current legislation of the Turkish Wealth
Fund intends to avoid possible conflicts arising
from the nature and complexity of Turkish public
law by specifically mentioning that solely the prin-
ciples of Turkish private law apply to the govern-
ance structure of the Turkish Wealth Fund Joint
Stock Company. In other words, the legislation
claims that the Turkish Wealth Joint Stock Com-
pany is operated under Turkish private law.® As an
example, the public audit mechanisms cannot apply
to the Turkish Wealth Joint Stock Company be-
cause of the specific article for the principles of

Turkish private law.*

Under Article 4 of the legislation, the main
financial resources of the Turkish Wealth Fund are
structured on mostly state-owned companies’ fi-
nancial assets. The Board of the Privatization Fund
needs to approve the transfers from state-owned
portfolios to the Turkish Wealth Fund Joint Stock
Company. In addition, the Turkish Wealth Fund
can engage in potential cooperation with institu-
tional investors in the domestic and foreign securi-

ties markets %’

24 Vural, Seven (2017), ‘Turkiye Varlik Fonu Yonetimi Anonim
Sirketinin Hukuki Durumu ve Denetimi’, Bahcesghir Uni-
versitesi Hukuk Fakiiltesi Dergisi, Vol:12, N:157-158.

25 jbid.
26 Korpe, Vahit Mert (2020), ‘Turkey Wealth Fund in the Pers-
pective of Administrative Law’ (Master's Thesis), Dokuz Ey-

lul University Graduate School of Social Sciences Depart-
ment of Public Law Program, p.72-74 & p. 165-168.

27__ Article 4 of the Establishment of the Turkish Wealth Fund
Management Joint Stock Company,
<https://www.tvf.com.tr/uploads/file/law-no-

Eighty percent of the state-owned compa-
nies’ financial assets were transferred to the Turkish
Wealth Fund in the years following its establish-
ment.?® In particular, securities of the state-owned
banks, Turkish Airlines, the demutualized Istanbul
Stock Exchange, and state-owned petroleum com-
panies were transferred to the sovereign wealth
fund. These transfers raise concerns in the Turkish
financial markets about instability and high-level

systematic risks.”

The corporate governance of the Turkish
Wealth Fund Joint Stock Company is another im-
portant subject in the legislation. The Turkish poli-
cymakers were willing to establish a different cor-
porate governance regime for the Turkish Wealth
Fund Joint Stock Company instead of treating the
wealth fund as an ordinary either privately owned
or publicly-owned company Under Article 2 of the
legislation, the Board of Directors of the Turkish
Wealth Fund consists of minimum five members.
The Turkish President is in charge of the appoint-
ment of the five directors. The Turkish President
oversees the appointment of these five directors.
The qualifications of the directors are based on their
sectoral experience. The directors must work for at
least five years in the following industries: banking,

legal, treasury, and finance®

The Board of Directors operates inde-

pendently while managing the portfolios of the

6741.pdf>last accessed 04.06.2022. (This is an unofficial
translation of the legislation.)

28 Tekten, Emel (2018), Tirk Ticaret Kanunundaki Hukimler
Karsisinda Varlik Yonetim Sirketlerinin Kurulusu ve Kurulu-
sun izne Tabi Olmas’, Erciyes Universitesi Hukuk Fakdiltesi
Dergisi, Vol: 13, N:1, p.183-216.

2 ibid.
30 See, Article 2 of the Establishment of the Turkish Wealth
Fund Management Joint Stock Company,

<https://www.tvf.com.tr/uploads/file/law-no-
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Turkish Wealth Fund itself while contracting with
professional service providers such as portfolio
management companies in the securities market.
The corporate governance principles of the Turkish
Wealth Fund are based on a complex system in
which the Board of Directors is accountable to the

company for its actions.™

The legislation of the Turkish Wealth Fund
furnishes a unique auditing mechanism for the
Turkish financial markets. Before the legislation, all
entities and portfolios of the Turkish government
were subject to public auditing mechanisms with
different departments of the Turkish government in
charge. However, the legislation of the Turkish
Wealth Fund provides an important exemption by
subjecting the company to an independent audit
system. The independent auditing company the
Turkish Wealth Fund contracts need to follow the
Turkish Financial Reporting Standards which are
mostly based on the International Financing Re-
porting Standards.? That is how the auditing mech-
anisms of the Turkish Wealth Fund were designed
to be more comprehensive and internationalized
than the existing auditing mechanisms for the do-

mestic state-owned companies.”

Under the legislation, the Turkish President
appoints three experts to review the reports of the
independent auditing company. In other words,
these three experts are mostly in charge of supervis-
ing the internal auditing mechanism of the Turkish
Wealth Fund. The reports prepared by the

6741.pdf>last accessed 04.06.2022. See also, Korpe, p. 73-
74.See also generally Siislii, Glven (2018), ‘Turkey Wealth
Fund According to Legal Arrangements’,
<https://www.jurix.com.tr/article/14313> last accessed
08.04.2022.

31 Turkoglu, Karacaova (2019), Turkiye Cumhuriyeti'nin Yeni
Hukuki Teknolojisi: Usule Bagh Olmayan Bir Ozellestirme
Yéntemi Olarak Turkiye Varlik Fonu’, ViraVerita E-Dergi, p.

independent auditing company and the three ex-
perts are to be submitted annually to the Planning
and Budget Commission of the Grand National As-
sembly of Turkey. The lack of public auditing sys-
tem causes concerns about transparency in Turkish
financial markets. Moreover, the legislation does
not provide a full public disclosure system for the
Turkish Wealth Fund.**

V. RECOMMENDATIONS

The issues arising from corporate govern-
ance principles and the lack of an effective auditing
system diminish the importance of the functions of
the Turkish Wealth Fund. Neither foreign institu-
tional investors nor domestic investors may be will-
ing to cooperate with the Turkish Wealth Fund be-
cause of high systematic investment risks. This sub-
section of the paper proposes three legal reforms for

Turkish lawmakers.

To begin with, the Turkish policymakers
ought to review the method of the appointment of
board members. Instead of granting all power solely
to the Turkish executive branch, the Turkish Gen-
eral Assembly should oversee the appointment of at
least three members of the board. More im-
portantly, the members of the board should be ac-
countable for their actions. In addition, it would be
advantageous for the Board of Directors to establish

some essential committees such as the audit

18-24 <https://dergipark.org.tr/en/pub/viraverita/is-
sue/50778/607406> last accessed 04.06.2022.

32 Gozler, Kemal (2019), ‘Cumhurbaskanligi Hikimet Siste-
minin Uygulamadaki Degeri Bir Buguk Yillik Bir Bilango’,
<https://www.anayasa.gen.tr/cbhs-bilanco.htm>last ac-
cessed 04.06.2022.

3 jbid.

3 ibid
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committee, corporate governance committee, and

early detection of the risk committee.”

Further, it would be opportune for the Turk-
ish Wealth Fund to respond to concerns relating to
the transparency issues by introducing a strong
public disclosure regime by adopting domestic
mechanisms under the Santiago Principles. In par-
allel, the establishment of a transparency depart-
ment for the Turkish Wealth Fund would be appro-
priate. Moreover, the auditing reports ought to be
made available to the public on the website of the
Turkish Wealth Fund*

It has been mentioned that increasing con-
cerns and critiques diminish the business reputa-
tion of the Turkish Wealth Fund. Accordingly, the
company needs to focus on projects promoting cor-
porate social responsibility. These three recommen-
dations could assist the Turkish Wealth Fund’s in-
dependent operation as well as promote transpar-
ency and accountability as crucial administrative

law principles.”

VI. CONCLUSION

Sovereign wealth funds are generally estab-
lished to respond to citizens’ needs as state-owned
funds. Most countries enjoy the advantages of sov-
ereign wealth funds such as protecting next genera-
tions” economic interests. Managements of the sov-
ereign wealth funds are based on a complex regula-

tory structure in which executive branches of

3% ibid.

36 Zhang, Jin (2016), ‘Enhancing the Transparency of Sove-
reign Wealth Funds: From the Middle East to China’, Jour-
nal of Middle Eastern and Islamic Studies (in Asia), Vol: 10,
N: 1, p. 90-120.

governments appoint many or all members of the

board of directors of sovereign wealth funds.

To manage potential conflicts of interest
arising mostly from the nature of the regulatory
structure of sovereign wealth funds, the Santiago
Principles need to be implemented into the domes-
tic law of jurisdictions. In particular, board mem-
bers of wealth funds should be accountable for their
business operations. Additionally, the regulatory
structure of wealth funds ought to be transparent as
it can be to the public, particularly concerning fi-

nancial markets.

The Turkish Wealth Fund supports eco-
nomic development and investments while pro-
moting wealth to Turkish citizens, particularly the
next generation. Several years after its establish-
ment, the significance of the Turkish Wealth Fund
Joint Stock Company, presented itself more visibly
as potentially high risks in the financial markets es-
calated. As an inevitable consequence, revision of
the legislation governing the Turkish Wealth Fund
for increased transparency and accountability has

become imperative.

The article proposes three recommendations
to Turkish policy-makers to decrease high-system-
atic risks. First, the Board of Directors’ appointing
method shall be altered by sharing power between
the executive and legislative branches of the state.
Second, the Turkish Wealth Fund ought to adopt a
robust public disclosure regime to promote trans-
parency in the Turkish securities market. Third, the

implementation of corporate social responsibility

37 Please see similar recommendations: Velayutham, S., &
Hasan R. (2021), ‘Sovereign Wealth Funds And Corporate
Social Responsibility: A Comparison Of Norway's Govern-
ment Pension Fund Global and Abu Dhabi Fund for Deve-
lopment, Public Administration and Policy’, (In-Press).
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principles could be a significant legal tool to im-
prove the business reputation and sustainability of
the Turkish Wealth Fund. Current legislation
should be harmonized with the Santiago Principles
to promote the Turkish Wealth Fund's accountabil-

ity, transparency, and sustainability.
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