Memorandum of Understanding on the establishment of A Central

Finance and Contracts Unit (CFCU) Between the Government

of Turkey and the European Commission

Whereas the establishment of the Central Finance and Contracts Unit is to be seen against the
background of the following developments:

the size and complexity of the EU support for Turkey and the concomitant increase in
the number of programmes and projects under implementation, its changing role as an
instrument for supporting the Turkish pre-accession strategy, and the need to establish
sustainable financial procedures and management struclures as required by EU
regulations;

the fact that the size of the EU support in Turkey, is such that supporting an overly
diffused Programme Management Units (PMU) structure, is not cost effective, and the
necessity to limit the number of PMUs for individual sector programmes, thereby
avoiding complexily in the transfer and monitoring of funds, and divergence in the
methods of financial reporting and accounting, vis-a-vis the European Commission,

the need to establish a financial management system compatible with EU regulations
and budgetary procedures and ensuring effective financial control; and

the benefit in terms of sound financial management and effectiveness of a single
adequately staffed unit to handle the financial administration, accounting and
payments for EU funds on behalf of the Turkish Government.

the fact that new Regulation aligns Turkey to the other candidates countries also
implying that as far as possible the DIS-Turkey will follow the DIS-Phare

Therelore

The European Community, represented by the European Commission, hereinafter referred to
as “The Commission”, of the one part, and

The Government of Turkey, acting on behalf of the Republic of Turkey, hereinafter referred
to as “The Recipient”, of the other part,

have agreed as follows:

Article 1

Definitions

Decentralised Implementation System (DIS)
limplementation System of the EU's external aid programme where part of the management
and responsibilities have been transferred to the Partner Country whilst the Commission

retains the final responsibility under the EC Treaties.,



Central Finance and Contracts Unit (CFCU)

An implementing body of the DIS within the national administration in charge of tendering,
conltracting and payments for institution building projects and other projects if so specifically
provided. For these projects the technical implementation is carried out by a SPO.

Nalional Aid Co-ordinator (NAC)

The State Minister responsible for EU affairs in charge of the programming within the
Recipient. The NAC also ensures a close link belween the general accession process and the
use of Communily financial assistance, and is responsible for the monitoring and assessment

of EU programmes. :

National Authorising Officer (NAO)
The State Minister responsible for the Treasury heading the MF. The NAO has the overall

responsibility for the financial management of EU funds.

National Fund (NF} .
The Central treasury entity within the Undersecretarat of Treasury through which the

Community funds are channelled towards the Recipient.

Perseus
The current financial reporting system of the European Commission.

Programme Authorising Officer (PAQ)
An official of the national administration heading the CFCU or an 1A. The PAQ is responsible
for the operations of the IA/CFCU and for the sound financial management of the projects to

be implemented.

Senior Programme Officer (SPO)
An ofTicial of the national administration (line ministry/agency) in charge of the technical

implementation of the projects in case where the CFCU is responsible for the administrative
and financial implementation of the projects.

Article 2 - PAQ and CFCU

1. A CFCU will be established as an integral part of the Turkish administration and will
take all decisions autonomously under the responsibility of a Programme Authorising
Officer (PAQ). The management of EU funds by the CFCU shall be subject to the
provisions of this Memorandum and EU rules governing the use of external aid. The
CFCU will administratively be linked (eg for logistic support) to the EU Secretariat
General.

2. The Programme Authorising Officer (PAO), described in Article 6 hereafier, will be
an official appointed by the National Authorising Officer (NAQ) after consulting the
National Aid Co-ordinator.

The PAO will be responsible in accordance with Article 3 for the financial and
administrative side of the procurement of services supplies and works for all projects
unless otherwise agreed in Turkey. The technical side of programme implementation

ek



will be covered by the responsible Senior Programme Officers (SPO). The
responsibility of the Senior Programme Officer is described in Article 7 hereafter.

Article 3 - Tasks of the CFCTU

I. The CFCU will have the sole responsibility over the overall budgeting, tendering,
contracting, payments, accounting and financial reporting aspects of the procurement
of services, supplies, works and grants in the context of the EU funded programmes in
Turkey. The CFCU shall ensure that the EU rules, regulations and procedures
pertaining to the procurement of services, supplies, works and grants are adhered to,
and that a proper reporting system is funclioning.

2. The technical issues of programme implementation will be the full responsibility of
the authority responsible for implementing each individual programme (SPO).

3. The CFCU will advise the SPQ, on his’her request, on EU external aid implementation
procedures (e.g. procurement and contracting procedures) , it being clear however that
full responsibility, for technical implementation, remains with the SPO. The CFCU
will develop a specialised advisory capacity and maintain the necessary
documentalion for this purpose. .

4. Specifically, the CFCU will have the following tasks:

a}  Tendering:

Receiving Terms of Reference, Tender Requests and tender summary sheets in standard
format from the SPO; providing information for tenderers in line with EU procedures and
request to the European Commission for publishing of notices of tender opportunities under
Internet (Europaid WWW site), and in the Official Journal of the European Communities as
foreseen under amended Article 118 of the financial regulation; checking the preparation of a
proper quarterly update of status of programmes implementation, prepared by the SPO,
administrative verification of short lists and tender documentation prepared by the SPO which
also receive all the letters of interest; checking and requesting changes, as appropriate, for
conformity with EU rules; ensuring the good preparation of tender dossiers; dispatching of
tender dossiers to bidders: checking the composition of the Evaluation Commiltee; acting as
the non-voling chairperson and as the non-voting secretary of the evaluation committee at
tender evaluations, securing the respect of the procedures, providing advice and
administrative support to the carrying out of tender evaluations; ensuring the proper
preparation of the tender evaluation report to be drafted by the relevant Evaluation
Committee.

b) Contracting:

Supervising evaluation and contract awarding to ensure that proper EU administrative
procedures are followed (but not involving itself, apart from advice on procedures, in the
evaluation process, technical or financial, selection, which remain the responsibility of the
SPO); contract negotiations, where appropriate (the SPO shall provide technical assistance)
drafting, preparation and signature of conlracts on the basis of the request and technical



recommendations of the SPO, ensuring conformity with the EU administrative and legal
requirements (in case of non-conformity, the PAO has to inform the concerned SPO in
writing); the PAO shall sign the contract (endorsed by the European Commission); recording
contract awarded by programme and project.

c) Accounting;

Establishing and maintaining an accounting system; keeping separate records for each sector
programme and adequate accounting recording all payments registered by programme,
praject, conlract, etc; operating financial accounts with all the standard checks and

reconciliations:.

d) Payments:

Carrying out payments in accordance with standard EU procedures, in force at the time:
receiving requests for payment from contractors, checking these are legitimate, request the
authorization from the SPO (“conforme aux faits"/“read & approved”), or returning for
amendment to contractor, as appropriate.

€)  Reporting:

Providing to the National Fund for distribution to the NAC and EC Representation in Ankara
monthly reports covering the financial status of each programme; schedules for upcoming
tenders; effected tender evaluations and contracts awarded;, details on how the projects are

implemented, problems encountered (if any), perspectives for the future, and any other
necessary information which may be requested by the Commission andfor NAO and NAC.

The reporting will also cover the co-financed parts of any programme.
) Fund requests and management of account;

Preparation of requests for advance payments as set out in the financing agreement with the
National Fund. Such requests are to be approved and certified by the PAQ and sent to the
National Authorising Officer for approval and certification prior to transmission to the

European Commission.

Operation of an account for each Programme to be managed by the CFCU in accordance with
the relevant Financing Agreement. The CFCU will be accountable for the operation of the

account to the National Fund,

Maintaining, monitoring and arranging for replenishment of the bank accounts, based on the
disbursement performances, reporting on 2 monthly basis on the status of the bank account;
preparation of requests to the National Fund for advance payments,

g) Training and Advice;

Arranging and providing, where appropnate, training in EU payments and procurement
procedures for any implementing bodies of the Decentralised Implementation System.
advising SPOs on EU procurement and financial implementation procedures, it being clear
however that [ull responsibility, for technical implementation, remains with the recipieni



SPO. The CFCU will develop a specialised advisory lraining capacity and maintain the
necessary documentation for this purpose.

h) Audit;

The CFCU can undertake on ils own initiative audits of projects implemented by
implementing authorities and will provide full assistance and co-operation to the Treasury
controllers and EC auditors. All audit findings and any imregularity detected in the
management of the funds will bé reported to the European Commission through the NAO.

Article 4 - CFCU StalT

The organigramme of the CFCU will be subject to the endorsement of the NAO, NAC and the
Delegation. The PAQ will ensure appropriate staffing of the CFCU with the approval of the
NAC and the NAO. The Government of Turkey shall cover all staff costs without prejudice to
Article 5.2 of this Memorandum of Understanding. The principles and procedures regarding
the staff of the CFCU will be regulated within the framework of Turkish legislation.

Article 5 - CFCU Location, Facilities and Operational Cost

I. The CFCU shall be located at premises identified by the NAC and provided by the Turkish
authorities. The premises shall comprise ample and adequate office space for the staff of
the CFCU, including space for meetings, advisory support, training and visiting audit staff.

2. The administrative, salary and all other operating costs of the CFCU shall in principle be
covered by the national budget of the Turkish Government. In the initial start up phase and
subject to an explicit agreement of the European Commission, some of these costs may
however be financed from the national allocation for Turkey on a digressive basis over
three years {100% first year, 66% second year, 33% third year).

. The cost of advisory support and appropriate training for the efficient operation of the
CFCU may also be covered for a start-up period from the national allocation for Turkey if
expressly agreed between the Commission and Turkey.

[ ]

Article 6 = Prosramme Authorising Officer (PAD)

I. The CFCU will operate under the authority of a Programme Authorising Officer (PAQO)
who will be nominated by the National Authorising Officer of Turkey after consulting the
National Aid Co-ordinator. The PAQ is responsible for the execution of EU funded
programmes. Additional responsibilities may be defined in the financing agreement with
the Mational Fund.

The PAQ is responsible for the sound financial management of all projects.

_i‘-.'l



. The PAQ may delegate part of his responsibilities, including the right of signature for all
documents and actions listed in Article 3, paragraph 4, to other delegated signatories, up to
a maximum of two officials whose signatures becomes equally valid. The responsibilities
thus delegated will be clearly enumerated in a separate document and communicated to the
Commission. The PAD can, at any time, revoke the delegation of the right of signature.

. The PAQ (or his delegated representative) will 'sign or endorse, as required, the documents
as described in Articles 8, 9, 10 and 11,

Article 7 - Responsibilities of the Senior Programme Officers (SFO)

. A Senior Pru.gramml: Officer (SPO) will be an official appointed by the line Ministry or
Agency involved in the project, in order to ensure the good and timely implementation of
projects at technical level.

. The SPO formalises his or her authority by endorsing commitments and disbursement
documents prior to their transmission by the CFCU.

. The SPO may delegate part of his‘her responsibility and actions, including the right of
endorsement of documents (“conforme aux faits"/‘read & approved™), to a maximum of
two officials within the same Ministry or Agency.

. The names and signatures of the 5POs and, if relevant, the delegated officials to whom the
SPOs have delegated their responsibility will be communicated to the PAO, CFCU and the

Commission.
. More specifically the responsibilities of the SPO will include:
(a) Technical implementation and follow-up of EU funded projects

(b) Planning and reporting to the responsible authority and maintaining contact on
technical issues with the Commission,

(c) Input into the preparation of financial and reporting documents necessary for the
operation of the CFCU

{(d) Preparation of Terms of Reference,
(e) Submitting requests to the CFCU to launch tenders,
(0 Requests lo the CFCU to negotiate and conclude contracts,

{2) Provision of assistance to the CFCU for the contract negotiations,

(h) Endorsement of payments against invoices (“conforme aux faits/read and
approved”)



Article § - CFCU Bank Account

The CECU will establish and manage a bank account for the given programme in
accordance with the provisions of the relevant Financing Agreement.

The bank accounts will be denominated in Euro. The amount of interest eamed on the bank
accounts will be communicated to the European Commission on a regular basis and may
be reinvested in the activities covered by the relevant Financing Memorandum, after the
approval of the European Commission, and in accordance with DIS provisions in force at

the lime.

The bank accounts will be operated on the basis of a double signalure system requiring at
least the signature of the PAD.

The CFCU will communicate to the European Commission by means of a bank
confirmation all relevant information { name and address of the bank, account numbers,

name(s) of account holders and interest rates).

Article 9 — Pavments

Once advance payments have been received in the bank account, the funds will be used to
execute payments against invoices relating to EU funded contracts signed by the CFCU, after

confirmation of the Implementing Authorities.

Article 10 — Contract Award Procedures

The contract award procedures to be followed by the CFCU shall be those that are laid down
in the EU's Practical Guide to contract procedures, in force at the time.

Article 11 — Accounting

The CPFCU will operate a system covering all contractual and other financial
operations pertaining lo the relevant EU financed programmes in Turkey.

This system should be in line with the requirements of any DIS reporting system

provided by the EC.
Article 12 — Audit

The accounts and operations of the CFCU directly related to EU programmes and
projects and the related co-financing may be checked at regular intervals by Treasury
controllers and/or an outside auditor contracted by the Commission without prejudice
1o the responsibilities of the Commission and the European Union"s Court of Auditors.

\Vritten records of the entire financial management, tendering and contracting shall be
stored for five years after the closure of the programme (i.c. after completion of the
audit to accompany closure of programme).



Article 13 - Final Stipulations

1. This Memorandum is drawn up in duplicate in English and shall enter into force on the
date on which it has been signed by both parties.’

2. This Memorandum of Understanding will remain valid unless otherwise specified.
3. This Memorandum of Understanding may be subject to a review after each year of
operation, and may then be amended by an exchange of letters and this without prejudice

to the responsibilities of the European Commission, which retains the right to review the
implementation provisions, as appropriate, in accordance with the DIS.

Ankara, 14 February 2002

On behalf of the Turkish Government On behalf of the European
Commission -

Mesut YILMAZ Gonter VERHEUGEN

Deputy Prime Minister and Member of the European Commission

State Minisler Responsible for Enlargement

' This is without prejudice to the ratification of the MOU by the Twkish Grand Nalional Assembly



MEMORANDUM OF UNDERSTANDING ON THE ESTABLISHMENT OF THE
HATIONAL FUND

Whereas the enhanced pre-2ccession strategy is intended to enzble all the applicant States
eventually to become members of the European Union and, to that ead, to align themselves as
far 25 possible on the Community acquis prior to accessior,

Whereas the Accession Partnership is the key fzaiure of the enhzaced pre-accession stratzgy
which will mobilize all forms of assistance to the applicart countries within 2 single
framework,

Therafora

The European Community, represeated by the European Commission, hereinafier rzferved to
as “The Commission”, of the one part, and

The Gavernment of Turksy, acting an behalf of the Republic of Tuckey, hereinafter referred
to as "The Recipient”, of the other part,

have agreed as follows:
Article 1
Definitions

Deceniralised Implementation System (DIS) i

[mplementation System of the EU's extemal aid programme where part of the managemeat
and responsibilities have beea transferred to the Partner Country whilst the Commission
retains the final responsibility under the EC Treaties,

Central Finance and Contracts Unit (CFCU)

An implementing body of the DIS within the national adminisiration in charge of tendering,
contracting and payments for institution building projects and other projects if so specifically
provided. For these projects the technical implementation is carried out by a SPO.

[mplementing Agency (IA)

An implementing body of the DIS within the national administration in charge of tendering,
contracting, payments and technical implementation of [nvestment Support projects and other
projscts if so specifically provided.

Joiat Monitoring Committze (IMC)
A commiltze, consisting of the MAQ, NAC and the Commissiun representatives, in charge of

the review of EU progammes

National Aid Co-ordinator (WAC) .

The State Minister responsible for EU Affairs in charge of the programming within the
Recipient. The NAC also ensures a close link between the general accession peeess and the
use of Community financial assistance, and is responsible for the monitoring and assessment
of EU programmes.



ational Authonsing Officer (NAQ)
The State Minister responsible for the Treasury heading the NF. The NAO has the overall
responsibility for the fnancial managemeni of EU funds.

National Fund (INF)
The Ceatral treasury enticy within the Undersecretariat of Treasury through which the
Community funds are channelled towards the Recipient.

Perseus
The currzat reporting system of the European Commission.

Programme Authorising Officer (PAO)

An official of the national administration heading the CFCU or 2a [A, The PAQ is raspunsibl*
for the operations of the CFCU/TA and for the sound financial 'qaqgggngn; of the projecis to
be implemented,

Scniar Programme Qfficer (SPQ)

official of the national administration (lina min'rstr:.rfagency] in charge of the technical
|mp|¢m¢mauqn of the projects in case where the CFCU is responsible for {hc administrative
and financial implementation of the projects.

Article 2
tdational Fund and Mational Authorising OfTicer

15

The Recipient shall establish the National Fund as a central treasury entity under the
responsibility of a Mational Authorising Officer (herginafter the WAQ) in the Undersecretanat
of Treasurv to manage the Community assistance allocated to the Recipient undec the
Decencralised Implementation System (hereinafter the DIS).

23

The Mational Authorising Officer shall be an official of minisizrial or state secretary status,
appointed by the Recipient, The National Authorising Officer may not hold at the same time
the office of the National Aid Coordinator. The National Authorising Officer may delegate his
responsibilities'to a maximum of two other officials, but he shall remain finally accountable
for zll the responsibilities vested in him i this Memorandum of Understanding and other
agresments.

Article 3
Respoasibilities of {{ational Authorising OMicer

1§
The Mational Authorising Officer shall bave averall responsibility Fof financial managsment
of EU funds, He shall ensure that the EU rules, regulations and procedures p:rta.in.ing to
pracursment, reporting and financial management ars respecied, and that a proper reporting
and project information system is functioning. The Natiosal Authorising Officer shall have
the full overall accountability for the EU funds of a programme until the closure of the
programme.



2y

Appropriate financial control will be carried out by Treasury controllers and SAYISTAY.
The National Authorising Officer shall maintain a fnancial regorting system for all EU funds
He shall be accountable to the Commission for the use of the funds. [q cartying out thass
respoasibilities, the Mational Authorising Officer shall be responsiole for the following tasks:

()  request and manage the funds from the Commission

(i) appoint Programme Authorising Officers (PAOS) in the Ceatral Finance
and Contracts Unit (CFCU) and in each Imp'tcmenring Agency (IA),
where applicaple, afker consulting the Mational Aid Coordinaror,

(iii) concluds the Financing Agreements which hefshe will sign with each of
the Implementing Agencies, and CFCU where apglicable, selected and
endarsed by the Comumission and the relevant Turkish authorities,

(iv) ensurs the fow of national and othec co-financing resources as set out in
Financing temaoranda for EU programmes,

(v) ensure that the ceporting system (Perseus) for EU funds is regulacly
updated and reporting procedures properly respectad by the [A or CFCU
{whers applicable). '

(vi) transfer funds to Implementing Ageacies (IA) and to the Central Finance
and Contracts Unit (CFCU) where applicable, according to the
mechanism which will be set out in the Financing Agreement.

(vii) participate with the Commission and Mational Aid Coordinator in 2 Joint
tlonitoring Committes,

(Vi) recover non-used Funds from the CFCU/LA at the end of the programme

i$

The technical and administrative issues of programme implementation, including tendering
and contracting will be the full responsibility of the Imglementing Agency, CFCU or the line
ministry/agency concermned.

49

The National Authorising Officer shall immedialtley report all suspected and actual cases of
fraud and irrcgﬁ_lariry and the findings of the audils they carmy out to the European
Comumission,

5§
The Mational Authorising Officer shall b= obliged to recover any sum wrongly paid and
transfer such sums to the European Commission.

6§ _
Failure to carry out any of the responsibilities set out ia this Mamorandum of Understanding
will lead to reimbursement of EU funds to the Commission,

Article 4
Request of funds [rom the Commission

i}

An advance payment, a perc=ntags of the total budget of the Financing Memorandum that will
be managed in a decentralised manner, will be transferrad by the Commissian to the National
Fund aRec the signawure of the Finaacing Memorandum, provided that the conditions includad
in Article 13 (bank accounts) have been fulfilled. The advance paymeant may not excesd 20 %
ot the toral budgst of the programme.



1§
2y
The amount of the advance payment and subsequent replenishments, as well as the tngger

poinis therefor will be specifiad in the Financing Memorandum. Aay request to derogate from
these specifications aesds to be duly justified by the NAQ

i

The request for advance payments and replenishments, to be cemified and approved by the
MNational Authorising Officer, is submitted to the Commission for approval and transfer. The
cequest for replenishments shall be supported by:

{i})  a declaration of expenditure showing the cumulative amount contracted
and paid broken down by subprogramme and project and sub-project
(where appropriate) - so demonstrating the link berwezn the indicative
budget (i.e. Financing Memorandum} and the expendituce and payments
actually made based on the financial reporting as presented by the
CFCU/MA. To this end, a table showing the link betwe=n the CFCU/A
and the project they manage should also be enclosed,

(1) appropriate reporting (Perseus) indicating effected contracts and
payments covering also the co-fiannced part of the programme.

(iii) bank reconciliation corresponding to the bank accounts opened by the NF
and CFCU/MA. Interest eamed on the bank accounts shall be
communicated as well.

(iv) The latest monthly progress reports as stipulated in Armicle 8.

(v) wriren declaration by the NAO that the information contained in the
Request for Repleaishmeat is correct and that the implementation of the
EUJ assistancs is progressing at a satisfactory rate and according to the
objectives laid down in the Financing Memorandum.
4
A final written declaration with supporting documentation shall be issued by the IAQ just
after the end of the disbursement period of the Financing Memorandum showing the mt_al
amount contracted and disbursed. A final bank reconciliation showing the existing balances tn
the MF, CFCU/LA shall be enclosed as well,

E13 ;
The Commission retains the rignt to requesi additional information in support of traosfers of
funds.

63

Exceptionally, the Natignal Authorising Officer may request 2 larger advance paymzat where
it can be illustraiad by a cash-flow projection based on a list of commitments by the
[AS/CFCU that the cash flow requirements in the subsequen: period will exceed the foresesn
installment -

73
The preciss provisions and conditions for the transfer of funds will be lzid down in the
Financing MMemorandum.

83

The National Fund shall kesp account of all advance payments and replenishments ceceived
for the bensfit of implementing individual EU Rinded prograrmumes, subprogrammes, projects,
and sub-projects (where appropriate),



Article 5
Reallocation of lunds

5

The MAQ may request a reallocation of funds from one subprogramme to another inside the
same Financing Memorandum (Programme adjustment) following a recommendation from
the Joint Monitoring Committee. This can only take effect following Commission
endorsement on the basis of a detailed justification,

(f the reallocation is less than 15% of the Financing Memorandum and does not involve a
modification of the objectives set in the Financing Memorandum, this endorsement will be
provided by the Commission Delegation. The subsequent declaration of expenditure (Article
4.3 (i) ) shall incorporats these reallocations and a copy of the endorsement made by the
Delegation enclosed, )

2§

[ the reallocation is below 15% but involves a change of objectives from those in the relevaat
Financing Memorandum or if the proposed reallocation exceeds 15% aor if existing projects
are suppressed or new prajects are created invalving a change of objectives from those in the
relevant Finani:ing Memorandum, the reallocation request will have to be submitted w0
Commission Headquarters for approval, and will be subject to a new Commission Decision.

i$ .

Where appropriaie, the NAQ may request 2 reallocation of funds from one sub-project to
another inside the same project after a recommendation from the Monitoring Sub-committes,
The reallocation can only take effect following 2 Commission Delegation endorsement on tl:se
basis of detailed justification, If the reallocation involves a change of objectives from those in
the relevant FM or if existing sub-projects are suppressed or pew sub-projects created
involving a change of objectives from those in the relevant Finaocing Memorandum, the
reallocation request will have to be submitted to the Commission HQ for approval. The
subsequent declaration of expenditure {Acticle 433(1)) shall incorpocate these reallocations
and a copy of the endorszment made by the Delegation enclosed.

Article &
Transfer of funds to the CECU and Implementing Agencies

/% -
The transfers of finds to the CFCU and [mplementing Agzacizs, where appropriate, shall be
made on the basis of cash flow estimatzs, '

25
Tne CFCUAA shall submit transfer requesis to the National Fuad according to its nesds as set
out in the relevant Financing Agreement.

3§

The provisions of the Financing Agreement will define the basis upoa which this traasfer will
take place,

i

On the basis of the request and supporting documentation, the National Authocising Officer
shall verify the disbursement level of the preceding tranche by the CFCU/MA and, if the
request is justified, the NMAQ shall approve the releass of ths rex: tranche of funds, The
CFCUAA shall only maks payments against signed contracts,



3§ -
The National Fund and NAQ shall be held ultimately responsiblz to the Commission that the
transfers are made properly and based on corect information.

ﬁ’m Financing Agresmeat to be concluded betwesa the National Fund and the CFCU/LA and
to be endorsed by the Commission will make detailed provisions for the transfecs.

7§ : :
The National Fund shall kesp account of all transfers made for the benefit of ,_mpl-:mentmg‘
individual EU funded programmes, subprogrammes, projects, and sub-projects (whers
appropriate),

35 . . .

Where the National Fund acts as 2 paying agent for a project, the National Fund shall cﬁ-;l:t
the payments-to contractors following requests from the CFCU/TA, in accordance Mti[';t &
provisions of the Financing Agreements. The NF shall czport the payments to the CECU A to

eater the data in Perseus without delay.

Article 7
Audit
Appropdate audit in accordance with mtcmaupnﬂﬂ}f accepizd EUdLU"S standarcs o ents
carried out by SAYTISTAY with respect to the implementatioa of the Financing Agresme £
signed with each 1A, and CFCU where applicable. Each year an audit plan and a summary 9

the E_rldings of the audits carried out shall be sent ta the Commission. Audit reports shall be at
the disposal of the Commission,

2§

The accounts and opecations of all relevant implementation strucrures dirsctly related to EU
programmes and projects and the related co-financing may also be checked at regular
incervals by Treasury controllers andfor an outside auditor contracted by the Commission

without prejudice o the responsibilities of the Commission and the European Unioa’s Cour
of Auditors.

33
\Weitten records of the entire financial management, tzndering 2nd contracting shall be siored
for fiva years afizr the closuce of the programme,

Articled
Reportinz

i3

The National Authorising Officer shall ensure that the NF (where 2ppropriate), the CFCU and
[As maintain 2 viable technical and Bnancial reporting sysiem (Psrseus; including ia.
prequalification and tendering data) for all EU funds including funds transferred to the CFCU
and Implementing Agencies, where applicable.

2§ .

[n addition, the MNational Fund shall compile for distribution w the NAC and EC
Regpresentation in Ankara upon the basis of inputs from the CFCU and/oc [As, moathly
reports covering the Gnancial status of each programme, schedules for upcoming tenders,
effected tender evaluations and contracts awarded; details on how the projects are



implemented, problems encountered (if ‘any), perspectives for the future, and any other
necessary information which may be requested by the Commission and the NAC. The
regorting will also cover the co-financed parts of any programme,

Article 9
Staff

The Recipient shall provide at its own costs that necessary human resources are available for
the timely and correct execution of the tasks eatrusted to the National Fund.

Article 10
Locatiea, Facilities

The Recipient shall provide an its own costs necessacy premises, office Furniture and othec
facilities for the Mational Fund within the Undersecretaniat of Treasury.

Article 11
Dperntinnal costs of the Mational Fund

Operational costs of the National Fund shall be coversd by the Recipient.

Article 12
Bank Accounts

iy

The National Fund shall for each Financing Memorandum open up 2 bank account in the
Central Bank. This bank account shall have sub-accouats from which the [AS/CECU ars
entitled to executs payments. [n cases where this system cannot be implemented, specific
arrangsments can be agr=zd berwez=n the Commission services and the Mational Fund. The
account shall, in principle, be interest-genecating.

2§

The amount of iaterest sarned on the bank accounts shall be communaicatsd to the
Commission each time the NF requests for a replenishment, and at the and of the programme,
It the Commission so decides. on the basis of 2 proposal fram the MAQ, interest mav be
reinvesied in the programme.

3§

'I:he bank account shall be operated on the basis of dauble signature system, requiring the
signatures of the Mational Authorising Officer or either of the officials delegated in
accordancs with article 2 para 2 and a Senigr Treasury Officer,
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The tational Fund shall communicate to the Commission all relevant information oa the
accounts at the Mational Fund as well as on all other accounts in the Implemeating Agencies
and others to which EU funds have besn transferred. Relevant information encompasses i.a.
name and address of the bank, account number, name(s} of account holders, interest rates, and
any other information the Commission deems appropriate,

Procurement
1§
Procursment will be carried out according to the Practical Guide ensuring free access, fair
competition and transparency as provided by Title [X of the Financial Regulation applicable
to the general budget of the European Communities and by the Phare Regulation.



2§

On a case by case basis, the Commission may approve a derogation to the use of standard EU
external aid rules, if foresesn in the Financial Regulation and specified in the Financing
tvzmorandum,

3§
The iMational Fund shall =nsurs that the relevant procurement rules and procedures are
respected,

Article 14
¥lomitoring and Assessmeat

]

The Recipient shall establish 2 Joint Monitoring Committes (IMC). It shall consist of the
Mational Aid Coordinatar, the NAQ, the representatives of other members ofthe Financial
Cooperation Commites and the Commission. The JMC will meet at least once a year and will
review all Phare funded programmes, On the basis of monitoring reports the JMC will assess
the programmes’ progress towards mizeting the operationa, vujettives for accession as set ou
in the Financial Memoraadum. The JMC will recommend a change of priorities and/or the re-
allocation of EU Funds, if need be, to ensure that stated objectives and iargets arz met.

2§

To monitor programmes the JMC will nominatz 2 Monitoring Sub-Committes. It will consist
of the MNational Aid Co-ordinator, the NAO, the Programme Authorising Officer of each
Implemzating Agency and the Commissivn. The Sub-Commines will review in detail the
progress of each programme and its components and contracts in accordance with the
Practical Guide, looking i.a. at relevance and design, efficiency, effectiveness and likely
impact, on the basis of reports produced for the PAO and the Commission and any other
relevant evaluations, The Sub-Committee will cevisw La. actuzl outgut as compared to plan,
rat¢ of implementation 2nd contcacting; financial flow; and the management structures of the
programmes and projects; put forward recommendations for |mpmv:mcnt and if these staps
are not followed by the Implementing Agency without gmd reason, take necessary corrective
steps. The Sub-Committze will report to the JMIC and prior to its annual meeting submit 2n
overall detailed report on all programmes.

i§

Notwithstanding any monitoring repacis produced at the demand of the IMC, the Commission
and the WAO can request, at any stage in the programme cycle, jointly or separately, 2a
independent evaluation report. Evaluation will also measure impacts and appmpmtmess in
the fulfillment of objectives. The Commission's evaluation methodology coveriag the full
range of key evaluation issues as relevance, design, efficiency, effectiveness, utility and
sustainability will be used for this exercise.

Article 15

Accounting

1§

The Mational Fund shall operate a double entry or analytical accounting system covering all
contractual a.nd other financial operations pertaining to all EU financed programmes in
Turkey.



Article 16
Settlement of disputes

1y

Any question relating to the execution oOf interpretation of this Memorandum of
Undersianding shall be the subject of consultation betwezn the Recipient -and the
Commission, leading, where necessary, to an amendment of the Memorandum af

Understanding, .

2§ . .

Where thers is a failure to carry out an obligation set out in this Memorandum of

Understanding or the related instructions, and a0 sufficient remedial measures have been

taken in due time, the Commission may suspend the Rnancing of the programmes
-l

implemented through the system introduced by this Memorandum of Underslaz=ing, aftes
consultation with the Recipient and ask for reimbursement of EU Rinds,
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[ the consultation does not lead to amicable settlement, the parties may resort to arbitcation.

Article 17
Final provisions

This Memorandum of Understanding may only be ameaded in writing by common conseat of
the parties, :

This Memorandum is drawn up in duplicate in English and shall enter into force on the date
on which it has been signed by both parties.'

Ankara, 14 February 2002

On behalf of the Turkish Government On behalFafthe
Eurcpean Commission

Kemil DERVIS. Ginter VERHEUGEN ]
Stare vinister Member of the European Comumission
Responsible for Enlargement

' This is without prejudice to the ralification of the MOU by the Turkish Grand Mational Assembly



