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GOODWILL INDEMNITY CLAIMS
REGARDING CONTRACTS THAT
ARE NOT EXTENDED AFTER THE
END OF THEIR DEFINITE TERMS
ARE NOT IN PLACE AND SHALL BE
REJECTED BY COURTS

This approach of the Supreme
Court has been reflected within
two recent decisions of the 11th
Chamber.

The first[1] involves an authorised
dealership agreement between the
parties covering the period of
15.04.2013-15.04.2014 where the
plaintiff dealer filed a lawsuit for
goodwill indemnity due to the
termination of the agreement.
(Page 2)

The latter case[2] involves a
distribution agreement that has
been in effect since 1995 where
again the distributor filed a lawsuit
for goodwill indemnity as a result
of alleged termination of the
contract by the supplier. (Page 2)

CONTINUING SALES TO THE TERRITORY OF THE FORMER
AGENT SHALL JUSTIFY A GOODWILL INDEMNITY CLAIM
WITHOUT THE NEED TO PROVE THE SALES ARE REALIZED TO
THE SAME CUSTOMERS THAT OF THE FORMER AGENT

The case[3] involves an authorised intermediary agent where it is
alleged by the agent that the condition of territorial exclusivity and
the condition of continuity are met and given the supplier’s
termination of the contract is not justified, it shall be entitled with a
good will indemnity. (Page 2)

EVEN IF THE FRANCHISE AGREEMENT AT STAKE IS A
DEFINITE TERM ONE, FRANCHISEE IN DEFAULT OF THE
AGREEMENT SHALL NOT BE HELD LIABLE FOR THE
REMAINING TERM BUT FOR THE TERM THE FRANCHISOR
WOULD CONCLUDE A FRANCHISE AGREEMENT THAT OF
SIMILAR NATURE

The case[4] involves an unjustifiable termination of the franchise
agreement by the franchisee where the franchisor claims both
compensation as a result of such termination and also the
penalty amount stipulated within the franchise agreement
(Page 3)

(1)Decision of the 11th Chamber of the Turkish Supreme Court - 11th HD, E. 2021/6506 K. 2023/1789
_(2)Decision of the 11th Chamber of the Turkish Supreme Court - 11th HD., E. 2021/8927 K. 2023/2695

3)Decision of the 11th Chamber of the Turkish Supreme Court - 11th HD., E. 2022/2660 K. 2023/5199
(4)Decision of the 11th Chamber of the Turkish Supreme Court -11th HD., E. 2021/7358 K. 2023/1618
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GOODWILL INDEMNITY CLAIMS REGARDING CONTRACTS THAT ARE NOT EXTENDED
AFTER THE END OF THEIR DEFINITE TERMS ARE NOT IN PLACE AND SHALL BE
REJECTED BY COURTS(1)(2)

In the first case, there is an authorised dealership agreement between the parties covering the period
of 15.04.2013-15.04.2014 where the plaintiff dealer filed a lawsuit for goodwill indemnity due to
termination of the agreement.

The 11the Chamber of the Supreme Court highlighted the contractual stipulation regarding the term of
the agreement where it has been stated that that the agreement would automatically expire at the end
of its term and that it would not have prospective effect unless it is renewed in writing. Based on this
provision, the chamber analysed that the conditions specified in Article 122 of the Turkish Commercial
Code No. 6102 were not fulfilled as there was no termination of the agreement and there was no
commitment of the supplier to the dealer that the agreement would be renewed or an action that gave
rise to the belief that the contract would be renewed.

The latter involves a distribution agreement that has been in effect since 1995 where again the
distributor filed a lawsuit for goodwill indemnity as a result of alleged termination of the agreement by
the supplier. However, with the same reasoning referred above regarding the first decision, the chamber
again denied the goodwill indemnity of the distributor due to the fact that the contract has a term of 3
(three) years and will automatically expire on the relevant date without the need for any further notice,
warning or judgement, and that the parties are free to make a new agreement at the end of its term.

CONTINUING SALES TO THE TERRITORY OF THE FORMER AGENT SHALL JUSTIFY A
GOODWILL INDEMNITY CLAIM WITHOUT THE NEED TO PROVE THE SALES ARE
REALIZED TO THE SAME CUSTOMERS THAT OF THE FORMER AGENT(3)

The case involves an authorised intermediary agent where it is alleged by the agent that the condition
of territorial exclusivity and the condition of continuity are met and given the supplier’s termination of
the agreement is not justified, it shall be entitled with a good will indemnity.

The Court of First Instance rejected agency's claim referring that it was not clear whether the sales
made by the supplier after the termination are to the customers brought by the agency. Furthermore,
the court analysed that the agency could carry out marketing activities for sales to the citizens of the
gulf countries (which is the exclusive territory of the former agent) on behalf of other companies after
the termination notice and that the agency did not lose the opportunity to earn income from the
customer loop transferred to the supplier. The Regional Court of Appeal has also approved this
decision.

However, the Supreme Court reversed the decision of the Court of First Instance, stating that the
conditions for portfolio compensation sought under Article 122 of the Turkish Commercial Code No.
6102 were met in view of the fact that the agreement of the former exclusive agent has been unjustly
terminated by the supplier and further that the supplier made sales amounting to USD 27,002,947.11 to
the citizens of the gulf countries after the termination notice. This amount of sales, without the need to
prove that they were made to the customers brought by the former agent, justified the promotion and
marketing activities of the former agent has been successful and the supplier is benefiting thereof. On
such ground, the Supreme Court ruled in favour of the agent and concluded that the statutory

requirements for the entitlement of good will indemnity are met.

(1)Decision of the 11th Chamber of the Turkish Supreme Court - 11th HD, E. 2021/6506 K. 2023/1789
(2)Decision of the 11th Chamber of the Turkish Supreme Court - 11th HD., E. 2021/8927 K. 2023/2695
3)Decision of the 11th Chamber of the Turkish Supreme Court - 11th HD., E. 2022/2660 K. 2023/5199
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EVEN IF THE FRANCHISE AGREEMENT AT STAKE IS A DEFINITE TERM ONE,
FRANCHISEE IN DEFAULT OF THE AGREEMENT SHALL NOT BE HELD LIABLE FOR THE
REMAINING TERM BUT FOR THE TERM THE FRANCHISOR WOULD CONCLUDE A
FRANCHISE AGREEMENT THAT OF SIMILAR NATURE (4)

The case involves the justifiable termination of the franchise agreement by the franchisor where the
franchisor claims both compensation resulting from termination and also the penalty amount
stipulated within the franchise agreement

The Court of First Instance ruled that the franchisee breached the franchise agreement by taking
down the signboard belonging to the franchisor and put up the signboard of another brand instead
and marketed the products of another brand, and that it was appropriate for the franchisor to
terminate the agreement with just cause.

The court ruled that the franchisee shall be held liable for the entire remaining royalty fees within the
franchise agreement, and the penalty clause agreed upon in the agreement shall be paid subject to
discretionary reduction pursuant to Article 182 of the Turkish Code of Obligations on the ground that
such amount may cause the economic ruin of the franchisee even though the franchisee is a
merchant which shall act prudently. Hence, the penalty amount has been reduced from what has
been stipulated within the agreement € 100.000 to € 15.000 by the Court.

Such assessment and reasoning of the Court on the penalty amount has been approved by the
Supreme Court.

On the other hand, Supreme Court reversed the reasoning of the Court regarding the term which the
franchisee shall be liable of regarding the franchise fees and stated that instead of the whole
remaining term, the franchisee shall be liable only for a reasonable period in which the franchisor may
conclude a similar agreement of the same quality with another prospective franchisee.

(4)Decision of the 11th Chamber of the Turkish Supreme Court -11th HD., E. 2021/7358 K. 2023/1618
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*The explanations contained in our study have been prepared on the basis of the legislation in force in the Republic of
Turkey and the information provided to the public by the relevant official authorities, and we recommend that you
seek our opinion and support in case of any doubts before finalising the final transactions. Otherwise, our Law Office
cannot be held responsible for the transactions to be made on the basis of the explanations given herein and the
consequences thereof.
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