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The European Commission, hereinafter referred to as ‘the Comenission®, acting for and on
behalf of the Eurapean Union

on the one part,

and

the government of the Republic of Tirkive, acting on behall of the Republic of Tirkiye,
hereinafter referred to as ‘the TPA TIT beneficiary’

on the other part,

and together, jointly refemred 1o 25 ‘the Parties’

Whercas

(1) Regulation (EU) 2021/1529 of the European Parliament and of the Council! (‘IPA TiI
Regulation”) constitutcs the legal basis for the provision of financial assistance to the
beneficianies listed in Annex I o the IPA T Regulation (*TPA 111 beneficiates™).

(2).  The TPA Tl Regulation aims to support the IPA TII beneficiaries in adopting and
implementing the political, institutional, legal. administrative, social and ecomomic
reforms required by those beneficiaries in order to comply with Union values and to
progressively align to Union tules, standards, policies and practices ("acquis™), with a
view to Urion membership, thereby contdbuting to their stability, security and
prosperity.

3} According to Articte 9(1) of the I’ A ITl Regulation, Chapter IIT of Title I of Regulation
(EU) 2021/947% (‘NDICI Regulation™), except for Article 28(1) of that Regulation, shall
apply to the IPA 111 Regulation.

4y Article 130 of Regulation (EU, Euratom} 20181046 of the European Parliament and of
the Council? (‘the Financial Regulation’) allows the Commission to establish financial
(ramewotk partnership agreements for a long-term cooperation with beneficiates.

(5 On 15 December 2021, the Commission adopted a Commission Implementing
Regulation (EU) 2021/2236 on the specific ruies for implementing Regulation {FIT)
2021/1529 of the European Patliament and of the Council establishing an Instrument
for Pre-accession Assistance (IPA II1Y, (hereinafter referved to as "the IPA III
Implementing Regulation") setling out the applicable management and control
provisions.

Regulation (EU) 202171529 of the Buropean Parliament and of the Council of 15 September 2021
eslablishing the Instrument for Pre-Accession assistance (IPA TH) (OJ L.330,20.9 2021, p. 1)
Regulation (E1} 2021247 af the Furopean Parliament and of the Council of 9 June 2021 establishing the
Meighbourheod, Development and International Cooperation Instrimment  Global Europe, amending and
mepealing Decision No 446/2014/EU of the Eurupean Purliament and of the Council and repealing
Regulation {EU} 2017/1601 of the European Parliament aad of the Coxneil and Coraneil Regulation (EC,
Euratom) Ne 480/2009 (011 209, 14.6.2021, p. 1),

Regulaticn (EU, Euralom) 2018/1C46 of the Furopean Parliament and of the Council of 18 July 2018 on
the finaneial rules applicable to the general budget of the Unen amending Regulations (EUY No
1296/2013, (EU No 1301/2013, (EUY No 13032013, (EU) No 1304/2013, (EU) No 1309/2013, (FU} No
13162013, (BU) No 223/2014, (E1]) No 283/2014, and Decision No $41/2014/517 and repealing
Regulation (EU, Exratom) No 9662012 (O] L 193, 30.7.2015, p. 1)

Commission Implencenting Repulation (EU) 2021/2236 on the specific rules for implementing
Regulation (EUY 202111529 of the European Parliament aud of the Ceancil estublishing an Instrument
for Pre-scuession Assistance (IPA 110}, O3 L 450710, 16.12.202, p. 10.



HAVE AGREED AS FOLLOWS:

SECTION1 GENERAIL PROVISIONS
Article | Interpretation

(1)  Subject lo any express provision to the contrary in this Agreement, the terms used in
this Agreement shall bear the same meaning as attributed to them in the NDICI
Regulation, the 1PA III Regulation, and the TPA 11T Implementing Regulation.

{2)  Subject to any express provision to the contrary in this Agrcement, references to this
Agreement are references 1o such Agreement as amended, supplemented or replaced.

{(3) Headings in this Agrecment have no legal significance and do not affect its
interpretation.

Article 2 Partial invalidity and unintentional gaps

If a provision of this Agreement is or becomes invalid or if this Agreement contains
unintentional gaps, the validity of the other provisions of this Agreement will not be affected.
The Parties will replace any invalid provision by a valid provision or understanding which
comes as close as possiblc to the purpose and intent of the invalid provision. The Parties will
fill any uninteniional gap by a provision or understanding which best suits the purpose and
intent of this Agreement, in compliance with the TPA III Rcgulation and the IPA 111
Implementing Regulation.

Article 3 Definitions

For the purposes of this Agreement, the following definitions shall apply:

(a)  ‘programme’ means an annual or multiannual action plan or measure as referred 10 In
Article 9 of the IPA III Regulation and Chapier [I1 of Title IT of the NDICI Regulation;

(by  ‘IPA Ili beneficiary’ means one of the beneficiaries listed in the Annex I to Regulation
(EU) 2021/1529;

() ‘sectoral agreement’ means an arrangement concluded hetween the Cormission and an
IPA TTT heneficiary for implementing a specific IPA I programime, setting out the rules
and procedures to be respected, which are not contained in this Agreement or financing
agreements;

(d) ‘financing agreement’ means an amual or multi-annual agreement concluded hetween
the Commission and an IPA NI beneficiary, for implementing the [PA IIT assistance;

()  ‘authority’ means a public entity ot body of an TP A 111 beneficiary or a Member Stalc at
ceniral, regional or focal level;

(f ‘major project’ means a project comprising of a series of works, activities or services
which is intended, in itself, to accomplish a definite and indivisible task of a precise
economic or technical nature, which has clearly identified goals and whose total cost
cxceeds that which is specified in the respective seetoral or financing agreement;

(g}  “sustamability of IPA IIf assistance’ means the extent to which the results generated and
directly influenced by the financial assistance continue or are likely to conlinue afier the
implementation period of the action has come to an end;



(h)

()

‘recipient’ means a gran: beneficiary (including a twinming contraclor), contracter under
service, supply or works contract, a beneficiary under cross-border cooperation
programimes, a contracting pasty to a contribution agreement in indircct management or
any natural or Jegal person receiving financial assistance;

‘financial year’ means the period from 1 January te 31 December of one given year as
defined in Article 9 of the Financial Regulation.

Article 4 Purpose and scope

(0

(2}

3)

(4)

&)

(6)

In order to assist the IPA II] beneficiary in adopting and {mplementing the pelitical,
instituticnal, legal, administrative, social and economic reforms required to comply with
Unfon velues and to progressively align with Union rules, standards, policies and
practices with a view to Union membership, the Parties agree to implement actions
within the thematic priorities set out in Article 3(3) and (4) and in Annexes 1T and 111 of
the TPA 11T Regulation, and Lo contribute te achieving the specific objectives listed in
Article 3(2) of that Regulation.

Programmes shail be financed and implemented within the legal, administrative and
{cchnical framework laid down in this Agreement and as further detailed in scctoral
agreements or financing agreements, if any.

The provisions laid down in this Agreement shall apply to programmes financed under
the TPA 1T Regulation.

The provisions laid down in this Agreement shall nol apply 1o IPA TIT cross-border
cooperation programmes besween one or more IPA I beneticiaries and onc or more
Member States, transnational and inierregional cooperation programmes, of mMEeasures
that are established and implemented under Regulation (KU 202171059 of the European
Parliament and of the Council® (‘Interreg Regulation’), unless a given financing
agreement on such programmes explicity refers to this Agreement or a specific
provision thereof.

‘The IPA 11T beneficiary's administration shall take all necessary steps to facilitate the
implementation of the programmes.

This Agreement shall apply o all sectoral and financing agreements concluded between
the Parties for financial assistance under the TP A 11T Regulation.

Article 5 General principles for financial assistance under IPA TIE

(1)

@)

IPA I assistance shail be provided in accordance with the enlargement policy
framework defined by the European Couneil and the Counci) and shall tak= due account
of the Commission Communication on the Enlargement Strategy and reports included
in the annual enlargement package of the Commission, as well as of the relevant
tesolutions of the Europesn Parliamerd.

The following ptinciples to Union financial assistance under [PA U1 shall apply:

Regulation (EU) 20211059 of the Furopean Parliament and of the Council of 24 Fune 2021 on specific
provisions for the Furopear. territorial coopezation goal {Inerreg} supported by the Eurcpean Regional
Development Fund and external (nsncing instruments (OF L 231, 30.06.2027, p. 94),



(a)

(b)

(¢}
(d

(€)

it

(2

(h)

()

o

respect of the principles of coherence, complementarity, coordination,
concentration, ownership, partnership, and ‘do no harm’; compliance with the
budgetary principles laid down in the Financial Regulation;

consistency with Union policies and support to the progressive alignmest to the
EU acquix,

the IPA IHI beneficiary shall ensure the sustainability of TPA I assistance;

IPA TII assistance shall take account of lessons learned under previous
instruments for pre-accession assistance;

IPA TIT assistance shall be provided in partnership with the IPA 111 beneficiary
on the basis of 1PA Il programming framework, while ensuring that the
ownership of the programming and implementation of IPA II[ assistance
remaing with the [PA Il beneficiary;

IPA TIT assistance shall &nsure continuity with the sector approach, which has
aimed to increase coherence betwecn national strategies, sector policies,
resource allocation and spending practices. Under TPA TII, there will be
continued focus on ensuring coherence between sectoral reforms and horizontal
natiopal policy planning, monitoring, reporting and public financial management
frameworks;

adequate visibility of IPA Il assistance shall be ensured and promoted
proactively,

any discrimination based on sex, racial or ethnic origin, rcligion or belief,
disability, age or sexual orentation shall be prevented during the implementation
of assistance;

assistance shall be planned, with clear and verifiable objectives, which are to be
achjeved within a given period. The results obtained should be assessed through
indicators; such indicators should be relevant, accepted, credible, easy to
monitor and robust (RACER) as well as specific, measurable, achievable,
realistic and time-framed (SMART);

IPA I assistance shall be differentiated in scope and intensity according to
performance of the IPA 1il beneficiary, in particular as regards commitment to
and progress in implementing reforms, as well as according to needs. In
assessing the performance of the IPA 1II beneficiary and deciding on the
assistance to be provided, particular attention shall be paid to the ¢fforts made in
the fields of the rule of law and fundamental rights, democratic institutions and
public administration reform, as well as economic development and
competitiveness. In the case of a significant regression or persistent lack of
pregress by the IPA 11} beneficiary in thesc arcas, as measured by the indicators
referred to i Article 7(5) of the TPA III Regulation, the scope and intensity of
assistance shall be modulated accordingly.

(3)  The provision of IPA IIT assistance shall be subject to the fulfilment of the IPA 11T
beneficiary's obligations under this Agrcement and under sectoral agreements and
tinancing agreements, if any.



Article 6 Role of the Nationa! IPA Coordinator

(1)

(2)

3

The JPA 11l beneficiary shall appoint a National IPA Coordinator (NIPAC) who shail
be the main counterpart of the Commission for the overall process of coordinatior. of
programming, monitoring of implementation, evaluation and reporting of TPA 1II
assistance. The NIPAC shall:

{a)  cnsure a close link befween the use of [PA assistance and the general accession
PrOCESS;

(t)  ensure the overall coordination of programming, in line with the objectives and
thematic priorities of the IPA ITT programming framework, monitoring of
implementatior, evaluation and reporiing of IPA assistance, including the
coordination within the IPA [II beneficiary's administration and with other
doners;

(¢}  coordinate the participation of IPA 11T beneficiaries in the relevant cross-border
cooperation programmes referrcd fo in Article 64(2), points (a) and (), and
where appropriate transnational and interregional cooperation programmes
vefe:red to in Article 64(2), point {c). The NIPAC may delegate this coordination
task to a territorial cooperation coordinator or a structure cstablished for the
management of cross-border cooperation, as appropriate;

(@  endeavour that the IPA ILi beneficiary's admirdstration takes all necessary steps
to facilitate the implementation of the related programmes.

The NIPAC shall be a high-ranking representative of the govemnment or the central
edministration of the iPA 111 beneficiary, with the appropriate anthority.

If the European Union has opened accession ncgonanons with the IPA III beneficiary,
the NIPAC shall be appointed to a senior position in the national structurcs for
coordination of accession negotiations.

Axticle 7 Methods of Imptementatian

1

Assistance to the IPA 11l beneficiary shall be provided as set out in the Fiparcial
Regulation in:

(a)  direct management by the Commission departments, including ifs staff in Union
Delegations or thraugh executive agencies as defined in Article 62(1), point (a),
of the Financial Regulation;

{b)  indirect management, whereby the Commission entrusts budget implementation
tasks to the IPA TII heneficiary as defined in Article 62(1), point (c)(i), of the
Financial Regulation;

(¢}  indirect management with entities other than [PA TIJ beneficiaries as defined in
Article 62(1)(c), points (if) to (viiL), of the Financial Regulation;

(d)  shared management with Mcmber States as defined in Article 62(1), point (b} of
the Financial Regulation for cross-border cooperation and trensnational and
interregional cooperation programmes referred 1o in Articles 64(2), points (a)
anc (c) of this Agreement or measures nvolving Member States of the European
Urion and implemented in accordance with the Interreg Regulation.



Article 8 Financing agreements

(1)  Where required by the related financing decision, financing agreemenis may be signed
under this financial framework partnership agreement in accordance with Article 5 of
the IPA 1Il Implementing Repulation.

(2)  Where programmes are implemented in indirect management by the TPA ITT beneficiary,
the financial framework partnership agreement, the sectoral agreement, if any, and the
financing agreement taken as a whole shall comply with Article 129, Article 155(6) and
Article 158 of the Financial Regulation.

(3)  For cross-border cooperation programmes befween IPA I beneficiaries a single
financing agreement may be signed by the Commission and all the participating 1PA 111
beneficiaries for a particular programme.

(4)  The rules for implementation of cross-border cooperation programmes between one or
more Member States and one or more IPA IIT beneficiaries, for interregional,
transnaticnal and for other measures shall be set cut in the financing agreement for a
piven cross-border cooperation programme to he signed pursuant to the Interreg
Regulation between the IPA 11 beneficiary, the Cominission and, where applicable, the
Member State hosting thc managing authority of that cross-border cooperation
prograrume. :

(5)  The financing agreements shall contain rules providing the right for the Commission o
suspend financing agreements if the IPA IIT beneficiary hreaches an obligation relating
to respect for human rights, democratic principles and the rule of law and in serous
cases of corruption or if the IPA 111 beneficiary is guilty of grave professional
misconduct proven by any justified means,

{6)  Wherc there is no financing agreement, the rules included in this financial framework
partnership agreement shall apply,

Article 9 Sectoral agreements

(1) This financial framework partnership agreement may be complemented by sectoral
agreements setting out speeific provisions for the management and implementation of
IPA III assistance in specific policy areas or programmes.

(2)  Further details concerning rural development programmes shall be laid down in the
respective sectoral agreements, which shall, among other aspects, sct out mcasures
through which assistance shall be implemented.

(3)  Where they cxist, sectoral agreements related to a given policy area or a programme
shall apply te all financing agreements concluded under that policy area or programme.

SECTION IO RULES FOR INDIRECT MANAGEMENT BY THE IPA III
BENEFICIARY

TITLE I MANAGEMENT AND CONTROL SYSTEMS

Article 10 Establishment of structures and autharities by the IPA II1 beneficiary for
indirect management by the TP A IIT beneficiary

(1) Inthe event of indirect management by the IPA I beneficiary, the following structures
and authonties shall be established by the IP'A 1T beneficiary:



(3)

(4)

&)

(6)

.
w1
-

(8)

%)

(a}  the Naiional IPA Coordinator (NIPAC),
()  the National Authorising Officer (NAQ);

() the Management Structure established by the NAO composed of the NAO
Support Office and the Accounting Body;

(d) the Managing Authoritics and Infermediate Bodies;
() the Audit Autherity.

The IPA I beneficiary shalt ensure adequate segregation of duties between and within
the structures and authorities referred to in paragreph 1.

The NAO shall be a high-ranking representative of the govermment or the central
administration of the IPA TH beneficiary with the appropriate authority.

The Managing Authority of each propramme shall be responsible for the overall
management of the programme.

The Managing Autkority shall designate one or moere Intenmediate Bodies to carry out
the tasks of financial management of the programme (‘ Intermediate Bodies for financial
management’).

The financial management tasks shall be segregated from the Managing Authority. The
Intermediate Body for financial management shall take financial decisions within the
propramme autonomonsly.

The Managing Authority of a programme may designale one or more Intermediate
Bodies to carry out the tasks of management of the policy area for which they are
responsible n the system of the government or the administration of the TPA TII
beneficiary (" Tnlermediate Bodics for policy management’).

For IPA 117 annual programmes:

(a)  the Managing Authority shall be established in the NIPAC office, with the
possible exception of actions whose purpose is to prepare the IPA 111
beneficiaries for absorption of the Furopean Structural and Investment Funds;

(b)  theentities responsible for pohicy areas supported by the annual programime shall
be designated Intermediate Bodies for policy management.

For IPA T rural development programmes, the structures referred to under paragraph
(1), point {d), of this Article shall be:

fa)  the [PA Rural Development {IPARD) Managing Authority which shall be a
public body acting at central level, in charge of preparing and implementing the
aclions, including selection of measures and their publicity, the coordination,
evaluation, monitering and reporting of the action concemed, as provided for in
Annex A clause 63 The TPARD Managing Authorily shall be managed by a
senjor official with exclusive responsibilities;

()  the [PARD Agency, which shall have fanctions of a similar nature as a paying
agercy in the Member States, being in charge of publicity, selection of projects
as well as authorisation, control and accounting of commitments and payments
and the execulion of payments, as provided in Annex A, clause 6b.



Article11  Funecticns and responsibilities of the siruclures and aathorities

{0

2)

3

The structures and authorities mentioned in Arficle 10 shall be assigned functions and
responsibilities as set out in Annex A and shall comply with the internal control
framework of Annex B.

Specific assipnments of finctions and responsibilities may be set out in sectoral or
financing agreements in line with the basic approach chosen for the assignment of
functions and responsibilities as set out in Annex A.

In indirect management by the IPA II1 beneficiary, where specific persons or entities
have been given responsibility for an activity in relation to the management,
mmplementation, control, supervision, monitoring, cvaluation, reporting or audit of
actions, the [PA I beneficiary shall enable such persons or entities to exercise the duties
associated with that responsibility. This includes, in particular, the cases where there is
no hierarchicat link between such persons or entities and the bodics participating in that
activity. The IPA (Il beneficiary shall, in particular; provide those persons or entities
with the autherity to establish:

fa)  formal working arangements detailing the rights and oblipations of the
structures and authorities concerned;

(b)  an appropriate system for the exchange of information between them and the
bodies concemed, including the power to require information and a right of
access to documents and staff on the spot, il necessary;

(¢}  the standards to be met and the precedures to be followed.

TITLEII = SPECIFIC PROVISIONS RELATING TO ENTRUSTING THE IPA III

BENEFICIARY WITH BUDGET IMPLEMENTATION TASKS

Article 12 Conditions for entrusting the IPA TIT beneficiary with budget

implementation tasks

The Commission entrusts budget implementation tagks Lo the IPA Il beneficiary by
concluding a financing agreement.

When managing 1PA 11 funds, the IPA 11T beneficiary shall respect the principles of
sound financial management, transparcncy, non-discrimination and ensure the visibility
of IPA III assistance. The IPA III beneficiary shall ensure a level of protection of the
financial interests of the European Union equivalent to the one that 1s provided for when
the Commission implements the IPA 111 funds directly, with due corsideration for, inter
alia: '

{(2) the nature of the action;
(b} the financial risks invoived;

(c) the level of assurance stemming from their systems, rules and procedures together
with the measures teken by the Commission to supervise and support the
implementation of the tasks entrusted to them.

In order to protect the finuncial interests of the European Union, the TPA 1[I beneficiary
shall:



4

{a) set up and ensure the functioning of an effective and efficient infernal control
system based on international best practices and allowing in puriicular 10 preve:,
detect, report and correct irregularitics and fraud,

(b) use an accounting systern thal provides accurate, complete, analytical and reliable
information in a timely manner;

(c) ensure that the structures and aufhorities referred to in Article 10(1}, points (a) to
(d), are subject to an independent cxternal audit, performed in accordance with
internationally accepted anditing standards by the Audit Authority funclionally
independent of the structures and authorities concerned;

(d) apply appropriate rules and procedurcs for providing financing to third parties,
including transparens, non-discriminatory, efficient and effective  review
procedures, rules for recovering funds unduly paid and rules for excluding from
access to funding;

{e) make public adequatc infonmation on their recipients, in accordance with
Arlicle 23; '

(I} ensure protection of personal data equivalent to <hat referred to in Regulation (EU)
2018/1725 of the European Parliament and of the Council® and Regulation (£U)
2016/679 of the European Parliament and of the Council”.

Where substantjve chanpes are mede fo the systems, rules and procedures of the TPA 11T
beneficiary or to the procedures that relate to the budget implementation tasks entrusted
to the IPA TIT heneficiary of Unien funds, the IPA III beneficiary shail inform the
Commission thereof withoui delay. The Commission shall review the financing
agreements conciuded with the IPA 1T beneficiary in order to ensure continued
{ulfitment of the requirements set out in paragraph 3.

Article 13 Enirusting budget implementation tasks

&

(2}

‘The NAQ shall be responsible for submiiting to the Commission a request for entrusting
the TPA III beneficiary with budgct implementation tasks for a given programme.

Before submitting the request referred to in peragraph 1, the NAO shali ensure that the
requirements of Article 12(3) and those of Annex B are fulfilled. The NAQ may rely on
results of an ex ante assessment carried out with regard to an enfrusiment pursuant {o
Regulation (EU) No 231/2014 of the European Parliament and of the Council® (‘the [PA
11 Regulation”) or an earlier financing agreement.

When the NAQ cunnot rely on a previous ex ante assessment, the request shal) be
supported by an audit opinion on the structurcs and authorities under Article 10(1),
points (a) to (d), drawm up by an external auditor, independent from these structures and

Regulation (EU} 2018/1725 of the Furopean Parliament and of the Cruncil of 23 Ociober 2018 on the
protestion of natural persens with regard to the processing of personal data by the union nstittions,
badies, officzs and agencies and on the free movement of such data, and repealing Regulation (EC) Mo
4572001 and Decision No 124772002 (O L 295, 21.11.2018).

Regulation (EU) 2016/676 of 27 April 2016 on the proteetion of natural persons with regard to the
processing ¢f persenal data unc on the fres mavement of such data, and repealicg Directive 93/46/EC
{(General Data Protection Regulation) (01 L 119, 4.5.2016).

Regulation (EU) No 23172014 of the Ewropean Parliement and of the Council of 11 March 2014
esteblishing en Ipstrument for Pre accession Assistance {IPA 1) (OT 177, 13 March 2014, 0. 115



authorities. The audit opinion shall be based on examinations conducted according to
internationally accepted auditing standards.

Before the Commission entrusts budget implementation tasks of IPA III assistance, it
shall review the request referred to in paragraph 1 of this Article and the established
structures and anthorities referred to in Article 10 and shall, for the purposcs of the ex
ante assessment pursuant to Article 154(4) of the Financial Regulation, obtain evidence
that the Tequirements sef out in Article 12(3) of this Apreement and those of Annex B
are fulfilled. This review may include on-the-spot verifications by the Commission.

For entrusting budget implementation tasks to the IPA HI beneficiary, the Commission
may rely on results of an ex ante assessment carried out with regard to an entrustment
pursuant o the IPA 1T Regulation or an earlier financing agrcement. Upen request of the
Commission, the IPA U1 beneficiary shall provide additional evidence in case those
assessments do not address all the requirements.

Article 14 Measures in case of non-compliance of Management Structure and

8y

(2)

Managing Authorities and Intermediate Bodies with Article 12(2) and (3)
and Annex B

Afier the Commission has entrusted budger implementation tasks, the NAO shall
monjtor the continued fulfilment by the structures and authorities established pursuant
to Article 10(1), points (z) to {(d), of the applicable requirements sct out in Article 12(2)
and (3} and Annex B. In case of failure to satisfy these requirements, the NAO shall
inform the Commission, with a copy to the NIPAC and the Audit Authority, without
delay and shall take any appropriate safeguard measures regarding payments made or
contracts signed. Any failure to satisfy the requirements should be adequately reflected
in the annual menagement declarations and the requests for entrustment.

In addition, the NAO shall takc all necessary steps in order fo ensure the renewed
fulfilment of the requirements referred to in paragraph 1.

Article15  Suspension or termination of parts of the financing agreement concerning

n
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the entrusted budget implementalion fasks

The Commission shall monitor the compliance with Article 8(5), Articles 12(2) and (3),
Article 51(1), Article 91 and Annex B, and may take appropriate remedial measures,
including the suspension or termination of parts of the financing agreement at any time,
if the requirements are no longer fulfilted.

Where the Commission suspends or terminales parts of the financing agreement
conceming the entrusted budget implementation tasks, the following provisions shall

apply:
(@)  the Commission may interrepl transfers of funds to the [PA ITT beneficiary;

(b}  mew legal commitments made by the structures and authorities concerned after
the notification of the suspension or termination shall not be considcred eligible
for TPA TIT assistance;

fc)  without prejudice to any other financial comections, the Commission may make
financial corrections as laid down in Article 43 on the transactions affected by
previous non-compliance with the requircments for entrusting budget
implementation tasks,
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The sectoral or financing agreement may lay down further provisions concerning the
suspension or termination of thosc parts conceming entrusted budget implementation
tasks.

SECTION IIL RULES FOR PROGRAMMING

Article 16 Programming of the assistance

(1

(2}

G)
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TPA 1T assistance shall be implemented ir. accordance with Article 9 of the IPA 111
Reguladon and Chapter 111 of Title II of the NDIC1 Regulation;

TP A TIT programmes shall be prepared in partnership with the IPA ITI beneficiaty on the
basis of the [PA III programming framework as set out in Article 7 of the IPA III
Regulation in line with the principles referred to in Article 5. Programmes shall be
comprised of action documents, describing the details for each one, as set out in Article
9(1) of the IPA III Regulation. The IPA I beneficiary shall prepare them in close
consultation with the Commission, except for multi-country action documents, which
are prepared by the Commission in close consultation with the IPA ITT heneficiaries.

Except for programmes referred to in Articles 16(5), 16(7) and 65 or where the
Commission is responsible for preparing the action documents, the IPA HI bencficiary
shall preparc a straiegic response and action documents aceording to the thematic
priorities and the process defined in the TPA HI programming framework and the
Commission guidance, taking due account of relevant sfrategies, including Hurepean
macto-regional and sea basin strategies. The NIFAC shall coordinate within its
administration and ensure close consultation with the Conmissior. during preparation.
The NIPAC shall submit the strategic response and action documents to the
Commission according fo the programming timetable agreed with the Commission.

The IPA 1fl beneficiaries shall cnsurc that the relevant pubiic authonties and
stakeholders such as economic, social and environmental partners, civil society
vrgunisations and local authorities are duly consulted and have limsly access 1o the
relevant intormation allowing them to play a meaningful rele during the desigm,
implementation and associated moniloring prucesses of programnies.

1A 11} assistance may be implemented through operational programmes on the basis of
relevant thematic priotities set out in the IPA 11 programming framework, and the
Commission guidance. Such programmes shall be adopted by the Commission on the
basis of actien documents prepared by the IPA IIf benefiviary, in close consultation with
the Commission.

The implementztion shalt take the form of multt-annual programmes with annual
instalments in accordance with Article 30{3) of the NDICI Regulation.

The operational programmes shall contain all the information required by the related
Conunission instrections, including inter slia:

(@)  an assessment of medium term needs and objectives;
(b)  an overview of the consultation of the relevant stakeholders;
{¢)  adescription of the chosen strategic actions;

(d)  asufficiently detailed financial table specifying indicatively for each year the
total amount of the Union contitbution;
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()  the proposed evaluation and monitoring modalities;
] an indicative list of major projects, if any,

{g)  whererelevant, a description of the IPA TT1 beneficiary structures and anthorities
for the management and control of the programme, in accordance with Article 10
and Annex A.

A major project referred to in Article 16(5)(f) shall have a total cost exceeding EUR
30000 000.

Major projects shall be submitted by the IPA I beneficiary to the Commission for
assessment. Financing of major projects shall be agreed by both parties.

The IPA IIT rural development assistance (IPARD) shall be provided on the hasis of
relevant priorities sel out in the IPA III programming framework, and in the agriculture
and rural development stretegies of the IPA III beneficiary. The implementation shall
take the form of multi-annual programmes with anmual instalments in accordance with
Auticle 30(3) of the NDICI Regulation, drawn up at central level and covering the entire
period of the IPA 11 implementation. The IPARD} 111 programme shall comprise a pre-
defined set of measures further specified in the sectoral agreement. The programme
shall be prepared by the TPARDY Managing Authority as specified in Asticle 10(9),
point (a}, of this Agreement to be submitted o the Commission after consulting the
appropriate interested parties.

IPA 1II assistance to rural development shall contribute to achieving the following

objectives:

{(a)  increase the competitiveness of the agri-foed sector, progressively aligning it
with the BU stapdards and improving the efficiency and sustuinability of on-
farm production, which will provide a better response to societal demands for
safe, mutritious and sustainable food;

{b)  facilitate business development, growth and cmployment in rural areas, improve
farmers’ position within the value chain and atiract young [urmers into
agriculture;

{c)  contribufe to climate change mitigation and adaptation, foster sustainable
management of natural resources and contribute to the protection of the
environment; :

{(d}  improvec community develapment and social capital in rural arezs and build-up
modern public administrations for agriculture and rural development, respecting
good governance principles.

Article 17 Adoption and amendments of programmes

1

2)

3)

After their adoption, programumes may, if necessary, be amended in accordance with

© Article 25 of the NDICI Repulation.

Proposals for amendments submitted by the IPA Il beneficiary shall he duly
substanfiated and shall include at least the following inforrnation: the text of the
ariended programune, the reasons for the proposed amendment, the expected effects of
the amendment, including, where relevant, the financial impact.

The IPA NI beneficiary shall propose amendments to programmes whenever necessary
to reflect changes in the relevant Union legislation or where changes in conditions for
implementation. so requite.



(4)  Detailed provisions for preparation, adoption and amendments of the programmes, as
provided in the relevant documerts and instructions prepared by the Comrission shall
apply.

SECTION TV RULES FOR IMPLEMENTATION
TITLE] GENERAL RULES AND PRINCIPLES FOR IMPILLEMENTATION
Article 18 Procurement procedures, grants award procedures and other procedures

(1)  Assistance under JPA II shall be managed in accordance with. the provisions of the
Financial Reguiation.

(2) Al services, supplies, works, grants and twinning contracts shall be awarded and
implemented in accordance with the EU legal {ramework and Commission standards
for the implementation of external actions, in force at the time of the launch of the
procedure in question.

(3}  Results of tender procedures as wel) as calls for grants, twinning and prize awards shall
be published in accordance with the Financial Regulation and as further specified in
Article 23 of this Apreement.

{4)  In case of indirect management by the IPA JIT beneficiary, within oac month a’ter the
entry into force of the respective financing agreement, the NAO shall provide to the
Commission procurement, contracting and financial forecasts for the programme(s)
implemented under the financing agreement covering the whole period of the
implementation. This obligation shall not apply to Tural development programmes.

(5)  As rcgards procurement, the rules and procedures of the IPA ITI beneficiary aligning
with Directive 2014/24/131 of the European Parliament and of the Council” may be
considered equivalent to the rules applicd by the Commission in accordance with the
Financial Repulation. The Commission may accept such rules and procedures to be
applied for the implementation of IPA 111 assistance, subject to the terms of the relevant
provision in the financing agreement.

Article 19  Rules on nationality and origin for procuorements, grants and other award
“procedures

(13  Participalion in procurcment, graut and prize award procedures for programmes
financed upder TPA I shall be open to international'® and regional organisatiors and to
all other natural persons wha are nationals of, and to legal persons, which are effectively
established in the following counfries (hereafter referred to as “eligible countries’):

Directive 2014/24/EU of the Furopean Parliament and of the Council of 26 Febary 20514 on public
procurement and repealing Directive 2004/18/EC of the Enrapean Parliament and of the Courct! of 31
March 7004 on the coardinaticn of procedures {or the award of public works contracts, pubkz supply
cortracis and public service contracs.

International Organisations are intermationsl public-sector organisations set up by international
ugreemnents, specialised agencies set up by such organisations znd octher noropiofit orgadisations
assimilated to mtemational arganisaticns by a Commission decision.
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(1)

(a)  Member States, IPA II] beneficiaries, contracting parties to the Agreement on
the European Economic Area and pariner countries covered by Annex I of the
NDICI Regulation, and

() Countries for which reciprocal access to external assistance is established by the
Commission. Reciprocal access may be granted, for a limited period of at least
one year, whenever a country grants eligibility on equal terms to entities from
the Union and from countries eligible under IPA III. Before the Commission
decides on the reciprocal access it will consult the TPA TIT beneficiary,

All supplies and materials financed under IPA T may originate from any country,

The rules l2id down in this Article shall not apply to, and do not create nationality
restrictions for natural persons employed or otherwise legally confracted by an eligible
contractor or, where applicable, subcontractor.

For programmes fointly co-financed by an cntity, or implemented in direct or indirect
management with entifies as referred to in Asticle 62(1), points (c)(ii) lo (viii), of the
Financial Regulation, the eligibility rules of those entities shall also apply.

Where donors provide financing to a trust fund established by the Commission or
through external assigned revenues, the cligibility riles in the constitutive act of the
trust fund or in the agreement with the donor in case of exiemal assigned revenues shall

apply.
In the case of programmes financed by IPA III and by ancther Union financial
instrument, eligible entities under either of the instruments shall be considered eligible,

In the case of multi-country programmes, legal entities who are nationals of and, in the
case of legal entities who are also effectively cstablished in, the TP A I beneficiaries
and regions covered by the programme may be constdered eligible.

The eligibility rules of this Article may be testricted with regard to the nationality,
geographical location or nature of applicants, where such restrictions are required
hceause of the specific nature and the objectives of the programme and where they are
necessary for ils effective implementation.

Tenderers, applicants and candidates from non-eligible countries may be accepted as
eligible by the Corumission in case of urgency or of unavailability of services in the
markcts of the countries or territories concemed, or in other duly substantiated cases
where application of the eligibility rules would make the realisation of a programme
impossible or exceedingly difficult.

in order to promote local capacities, markefs and purchases, priotity shall be given to
loca) und regional confractors when the Financial Regulation provides for award on the
basis of a single tender. In all other cases, participation of local and regional contractors
shall be promoted in accordance with the relevant provisions of that Regulation.

Article 20 Participation in Union programmes and agencics

)

{2}

Asgistance may be granted to support the participation of the IPA Il beneficiary in
Union programmes and Union agencies.

The participation of the IPA 11l beneficiary in Union programmes shall follow the
specific terms and conditions set out for each specific Union programime in an,
agreement concluded between the Commission and the IPA NI beneficiary, in



accordance with the sgreements establishing the genera principles for participation of
the IPA 11 beneficiaries in Union progranmmes.

Article21  Implementation principles for budget support to the TPA III beneficiary

(0

@)

The Commission may decide to grant budget support to the IPA IIl beneficiary in line
with Article 236 of the Financial Regulation and with the EUJ Budget Support
Guidelines, provided the eligibility criteria applicable for the purposes of implementing
IPA TIT assistance through budget supperi are met. Such support shall be implemented
in direct menagement.

Disbursement of budget support shall be conditional on satisfactory progress being
made towards achieving the objectives agreed with the IPA. 1} beneficiary and provided
for in the financing agreement.

The corresponding financing agreements concluded with the IPA. III beneficiary shal
contain: o

(2)  anobligation for the third country to provide the Commission with reliable and
timely information which allows the Commission to evaluate the fulfitment of
the conditions referred to Article 236(2) of the Finuncial Regulation;

{(b)  aright for the Commission to suspend the financing agreement if the IPA Tk
heneficiary breaches an obligation relating to rcspect for human rights,
democyatic principles and the rule of law and in serious cases of corruption;

(¢)  appropriuie provisions pursuant to which the third country is io commit to
immediately reimburse all or part of the relevant operation funding, in the event
that it is established that the payment of the rclevant Union funds has been
vitiated by serious irregularities attributable (o that country.

Article 22 Implementation principles for twinning

(1

2

Actions may be jmplemented through twinning whereby the administrations of the
selected Member States agrec to provide the requested public sector expertise. Twinning
shall cover the reimbursement of the expenscs incurred by the Member State(s) involved
and may in particular provide for the long term secondment of a pre-accession advisor
assigned to provide full time counsel to the administration of the IPA III beneliciary,
hereinafter referred to as resident twinning advisor (RTA). The IPA [II bencficiary shall
make available adequate office facilities to the RTA.

A twinning manual, which has been established by the Commission, shall be applicable
to all twinning.

TITLEIl TRANSPARENCY AND VISIBILITY

Article23  Information, publicity and transparency

M

(2)

The TPA III beneficiary commits towards increased {ransparency and accountebility in
the delivery of assistance. 1t shall publish information on the value of assistance received
under [PA TIL

In case of indirect management, the IPA 111 beneficiary shall publish info-mation on
recipients in accordance with the applicable rules and procedures, to the extent that those
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rules are desmed equivalent to those of the Commission, following the assessment
carricd out by the Commission.

In the absence of such assessment or when the assessment docs not confirm that TPA 111
beneficiary rules are equivalent to those of the Commission, the TPA I1I beneficiary shall
comply with the requirements fo publish information on procurement and grant
contracts contained in the financing agreements or sectoral agreements as the case may
be.

The IPA III beneficiary shall publish IPA I programmes &s well as any review and
amcndments,

Article 24 Strategic communication and visibility

(1
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The IPA I beneficiary shall raisc public awareness about the opportusities slemming
from closer EU integration and reforms implemented with the EU support, with a view
to ensuring public support for the EU and the EU accession.

In its visibility and communication measures, the IPA 11 beneficiary shall inform the
public about: '

(a)  the EU valucs, policies and programmes and their impact on people's everyday
life;

(b)  the EU accession process with the accompanying reforms and their long-term
benefits and opportunitics for citizens and economies;

(¢}  the EU funding provided to the IPA 111 beneficiary and its link to the EU values
and policy objectives, with a focus on tangible positive impact of EU funded
projects on citizens and economics.

[n particular, the IPA 1T beneficiary shall acknowledge the origin of the EU funding
and cnsure ifs proper vigibility by:

(a)  providing a statement highlighting the support received from the EU in a visible
manner on all documents and communication material relating to the
implementation of the funds, including on an official website and social media
accounts, where these exist;

{h)  promoting the actions and their results by providing cohcrent, effective and
proportionate targeted information to multiple audiences, ircluding the media.

The IPA 1Il beneficiary shall inform the Commission about the planning and
implementation of the visibility and communication measures and seek synergies with
those of the Commission,

The Commission and the IPA IIT beneficiary shall agree on a coherent plan of visibility
and communication activities fo make availablc and actively publicise information
about programmes and actions under IPA 1II assistance in IPA Il beneficiary. The
procedures for implementing such activities shall be specified in the sectoral or
financing agrecments,

[n case of direct management, implementation of the activities referred to in paragraph
3 shall be the responsibility of the Commission with the assistance of the IPA IIi
beneficiary.
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Tn casc of indirect management hy the TPA I beneficiary, and for cross-border
cooperation programmes referred to in Article 64(2), point (b), implementation of the
activities referred to in paragraph S shall be the responsibility of the relevant IPA TII
beneficiary institutions. .

Visibility and communication activities shalt promote fransparency and accounlability
on the use of funds, subject to specific provisions on non-disclosure of indicative
Sudgets for procurement of supplies and works prior to the contract signature, as
applicable.

The IPA TT bencficiary shall report on its visibility and communication activities on
IPA TIL to the IPA monitoring committee and the seeloral monitoring comumittees,

TITLEIIl DATA PROTECTION AND CONFIDENTIALITY

Article 25  Data protection

W
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The TPA 11 beneficiary shall ensure an appropriate protection of personal data
equivalent to that established in Regulation (EU) 2018/1725 and Repulation (EL)
3016/679 as referred to in Article 12(3), point (). Personal data means any inlormation
related 1o an jdentified or identifiable natural person. Any operation inveolving the
processing of personal data, such as collection, recording, erganisation, storage,
adaption ot alteration, refrieval, consultafion, use, disclosure, erasure or destruction,
shall be based on rules and procedurcs of the TPA 111 beneficiary and skall only be done
as far as it is necessary for the implementation of the IPA [[1 assistance.

In particular, the IPA 111 beneliciary shall take appropriate technical and orgamisational
security measures concerning the risks inherent in any such operation and the nature of
the information rclating to the natural person concerned, in order to:

{a)  prevent any unavthorised person from gaining access to computer systcms
performing such operations, and especially unauthorised reading, copying,
alteration or removal of storapge media; unauthorised data input as well as any
unauthorised disclosure, alteration or crasure of stored information;

(b)  ensurc that authorised users of an IT system performing such operations can
aceess only the information to which their access right refers,

{c)  design its organisational stracturc in such a way that it mects the above
rcqurirements.

Article 26 Confidentiality

(1)

(2)

Without prejudicc to Article 49, the IPA 11l beneficiary and the Commission shall
preserve the confidentiality of any document, information or other material directly
velated to the implementation of the IPA 11 assistance that is classified as confidential,

The [PA 11T beneficiary agrees that the entrusted catity referred to in Article 62(1),
paints (c)(if) to (viil), of the Financial Regulation, to which the Commission entrusted
budget implementation tasks, may forward documents ia its possession to the
Commiss'on for the so.e purpose of moniforing the execution of entrusted tasks. The
Commission shall respect confidentiality arrangements made between the IPA TII
beneficiary and that entity in accordance with the provisions of this Agreement.



(3)  The Parties shall obtain each other’s prior written cousent before publicly disclosing
such information.

(4)  The Parties shall remain bound by the confidentiality until five years after the end of the
cxecution period of the related financing agreement.

TITLEIV ~ GRANTING OF FACILITIES AND TAXATION

Article 27

Granting of facilities for the implementation of programmes and execution
of contracts

(1) In order to ensure the effective implementation of programmes financed in whole or
partly from any other Union instrument, the IPA ITT beneficiary shall take all RECessary
measures to ensure:

{a)

(b)

(©)

(d)

®

that, In case of service, supplies or works tender procedures as well as calls for
proposals for grants and twinnings, natural or legal persons eligible to participate
i award procedures pursuant to Article 19 shall be entitled to a temporary
installation and residence where the importance or the duration of the contract
so warrants. This right shall be acquired only after the procedure has been
launched and shall be enjoyed by the managerial and technical staff, including
Resident Twinning Advisors (RTA), needed to camry out studies and other
preparatory measures to the drawing up of tenders/applications/proposals. The
right of unsuccessful tenderers/candidates/applicants for a temporary installation
shall expire one month after notification of the contract award decision;

that tendercrs and applicants can submit their tenders/applications/proposals
without encountering any obstacle, such as additional legal, administrative or
customs related requirements that impair equal treatment among tenderers or
applicants unless such requirements arc enshrined in an underlying Decision
adopted by the Commission;

that personnel taking part in the implementation of programmes financed in
whole or partly from any other Union instrumcnt and members of their
immediale family are accorded no less favourable benefits, privileges and
exemptions than those usually granted to other intemnational or cxpatriate staff
employed in the Republic of Tiirkive, under any other bilateral or multilateral
agreement or arrangements for assistance and technical co-operation;

that personnel taking part in the implementation of programmes financed in
whole or partly from any other Union instrument and members of their
immediate family are allowed to enter the Republic of Tirkiye, to establish
themselves in the Republic of Tirkiye, to work there and to leave the Republic
of Tiirkiye, as the nature of the underlying contract so justifies;

the granting of all permits necessary for the importation of goods, in particular
professional equipment, required for the execution of the underlying contract,
subject 10 existing laws, rules and regulations of the TPA III benefici ary;

that imports carned out under programmes financed in whole or partly from IPA
IIT or any vther Union instrument will be exempted (rorn all import charges;



@)

&

(g)  the granting of all permits necessary for the re-export of the above goods, once
the underlying contract has been fully execuied;

(k)  the granling of authorisations for the import or acquisition of the foreign
currency necessary for the implementation of the underlying contract and the
application of national exchange control regulations in a non-discriminatory
manner o contractars, regardless of their nationality or place of establishment;

(i} the repatriation of funds received in respect of the action under programmes
financed in whole or partly from any other Union ins‘rument.

(i)  that trarsaciions necessary for carrying out comtracts under programmes
financed in whole or partly frore any other Unton instrement will be exempted
from procedures requiring the transfer of the payment for goods or services to
their contractors abroad through banks or financial institations operating in the
Republic of Tiirkiye,

The IPA I beneficiary shall ensure fi:ll co-operation of all relevant authorities, It will
also ensure access to stafe-owned companies and governmental institutions, which are
involved or are necessary in the implementation of an action or in the execution of the
contract.

After the entry into ferce of this Agreement, the [PA 11T beneficiary shull adopt or amend
the legislation or enabling acts necessary to enforce the requirements of the procedures
laid down in this Article, while keeping these procedures as simple, reasgnable and tme
efficient as possible.

Article 28 Rules on taxes, customs duties and other fiscal charges

m
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Except where otherwise provided for in a sectoral agreement of a financing agrecment,
taxes, duties and charges having eyuivalent cffcct shall not be eligible under [PA 1L
programmes or any other Union instrument. This rule of exemption on taxes, customs
dutics and other fiscal charges shall also apply to co-financing provided by the IPA II
heneficiary, or other co-financing eutities, recipienis of IPA I financial assistance
received by natural or legal persons or any other financing under other Union
instraments.

The following provisions shall apply:

(a)  for the purposes of this Agreement, the term ‘Union contractor® shall be
comstrucd as natural and legal persons, executing a Union contract. The term
‘Union confractor’ shall include in particular, service/suppliesiworks
contractors, grant beneficiaries (including twinning contractors, sub-grant
beneficiaries), partners in a consortium or joint venture or co-beneficiaries or
affiliated entitfes in  granls, sub-prantees, coniractors, international
organisations, including their specialised agencies or development agencies, and
RTAs under twinning contracts as well as confractors under the Technical
assistance and faformation exchange instrument {TAIEX);

{(t)  the term ‘Union contract’ means any contract, grent centract or agreement in
direct or indirect maragement through which an activity is financed urder IPA
Il or any other Union instrument, including sub-grants. The term ‘Urdon
contract’” shall also cover provisions of assistance under TAIEX and
participation in Union programmes;
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all imports by Union contractors shafl be allowed to enter the Republic of
Tiirkive without being subject to customs or import duties, Value Added Tax
(VAT), excise duties and other special consumption tax or to any other similar
tax, duties or charges having equivalent effect. Such exemption shall only be
applied to the imports or charges in connection with the goods supplied or
services rendered or works executed by the Unien contractors under a Union
contract. The Republic of Hirkiye shall ensure that the imports concemed will
be released from the point of entry for delivery to the Union contractors as
required by the provisions of the contract and for iminediate nse as required for
the pormal implementation of the contract, without regard to any delays or
disputes over the settlement of the ebove-mentioned duties, taxes or charges,

Union contractors shall be exempted from VAT for any service rendered or
goods supplied or works executed under the Union contract. Goods supplied or
services rendered or works executed by a contractor to the Unicn contractor shall
alzo be exempted from VAT in so {ar that they are connected with the objectives
and activities under the Union contract;

the exemption provided for in point (d) shall be put into effect through the
following mechanism.

(i} IPA II beneficiary shall ensure that an effective mechanism and
procedures for VAT ex anfe exemption has been put in place. This
mechanism shall ailow Union contractors and contractors of Union
contractors to issue an invoioe exclusive of VAT,

In case the IPA 111 beneficiary does not ensure that an effective mechanism
and procedures for ex amte VAT exemption have been in place
immoediately following the entry into force of this Apreement, the
Commission may apply a financial correction.

(i) By way of derogation, where in duly justified cases the ex anfe exemption
is mot technically or practically feasible, VAT cxemption shall be put into
effect through refund or offsetting,

Where the refund procedure applies, Union contractors and confractors of
TUnion contractors shall be able to obiain a VAT refund directly from the
responsible tax authorily upon submission of & written request to the
responsible tax authority accompanied by the nccessary documentation
required under the Republic of Tickive law for the refund of VAT.

Where the offsetting procedure applies, Union contractor and contractors
of Union contractors shall be entitled to offsct or deduct any input VAT
paid in connection with the goods supplied or services readered or works
executed under [PA 11 assistance, which are exempted from VAT, as
provided in this Agreement, against any VAT collected by them for any of
their ordinary business transactions outside IPA L1

The responsible tax authority shall complete any request for tax refund,
and offsetting within a maximum of 30 calendar days without any cost
other than minimum and reasonable administrative fees;

profit or income arising from Union contracts shall be taxable in the Republic of
Tirkiye in accordance with the central/local tax system. However, natural and
legal persons, including expatriate staff and RTAs, resident or established in the
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Member States of the Eurapean Union or other countries eligible under IPA 111
ather then the IPA 111 beneficiary, executing Union coniracts shall be exempted
from profit or income tax in the Republic of Tiirkiye, including withholding and
provisional or temporary taxes; except in cases where the natural and/or legal
person making such profit and/or income has its residence or a permanent
establishment to which such income is attributable in the Republic of Tirkiye
according Lo the provisions of the applicable double iaxaiion agreements;

a Unjon grant to a grant beneficiary shall not be construed as & profit or income
to that grant beneficiary. Where a profit is generated from @ grant contract, the
Commission shail be entitled to recover the percentage of the profit in
accordance with the terms of the underlying contrael. The remaining profit may
be taxable according to the centralilocal tax system,

expenditures of the Union contractors shall be relieved from import charges,
excise duties and other special consumption tax or from any other similar tax,
duties or charges having equivalent effect for the expenditure in connection with
the poods supplied or services rendered or works cxecuted by that Union
contractor under the Unicn contract;

financial or matcrial assets/goods, including constructed facilities or rights
transferred to beneficiaries of actions/activities or beneficiaries of contracts
carried out under IPA 11T programmes or ueder any Union Instrurment shall not
gencrate fur these beneficiaries “inheritance and transfer taxes’ or any other tax
or charge having equivalent effect;

personal ang household effects imported for personal use by natural persons (and
members of their immediate families), other than those recruited locally,
carrying out tasks defined in service or works or granl coniracts or twinning
contracts or agreements, shall be exempted from customs ar import dutics, Value
Added Tax (VAT), excise duties and other special consumption tax or to any
other similar tax, duties or charpes baving equivalent effect or deterrent
excessive collateral requirements, the said personal and household effects being
re-exported or disposed of in the slate, in accordance with the regulations in force
in the Republic of Ttirkiye afler termination of the contract;

Union contracts shall not be subject to stamp or registration duties, or 1o any
other charge having equivalent cffeet in the Republic of Tiirkiye. This exemption
shall also apply to transactions (including assignment of rights) and documents
related to payments made to the Union coniraclor, including contracts concluded
between grant beneficiaries (including their partners, affiliated entities or sub-
grant beneficiaries) and their contractors (including their staff or contracted
experts), and contracts concluded for incidental and provisional expenditure
under service contracts and works confracts respectively, where such payments
are directly related to a Umion contract;

the following charges shall also be exempted for Union contractors:
i)y special communication tax;
(i} motor vehicle taxes;

(i) special charges applied by regional or local anthorities or special boards in
the context of contract execution not propurtional with the cost involved
in their exccution ot ol having equivalent effect of taxes.



(3)  Whenever necessary, the [PA M beneficiary shall adopt or emend the secondary
legislation or enabling acts necessary to enforee the tax provisioss in (his Agreement
immediately upon its entering into force.

(4 'The rules and procedures referred to in this Article shall also apply to any similar tax,
duty, levy or charges having equivalent effect, which may be instituted after the entry
inte force of this Agreement in addition to, or in replacement of existing ones.

(3)  Incase of conflict between the provisions in this Article and the legislation of the IPA
11l beneficiary, the provisions of this Agreement shall prevail. In the event of aceession
to the Union, the IPA I1I beneficiary will continue to apply the provisions in Article 27
and this Article except where these are incompatible with its obligations under the

relevant Union acquis.
SECTION V RULES ON FINANCIAL MANAGEMENT OF IPA 1l
ASSISTANCE

TITLEL GENERAL PROVISIONS

Article 29 Eligibility of expenditure

(1) Expenditure shall not be financed more than once from IPA 111 Tn addition, cxpenditure
financed by IPA II[ shall not receive any other financing from the EU budget.

(2)  Expenditure incurred by the recipients and payments made by the IPA 11T beneficiary
shall not be eligible for funding under the IPA III Regulation prior to the signature of
the relevant financing agreement, contracts and addenda, except for the cases provided
for in Article 27(6) of the NDICI Regulation.

(3)  The following expenditure shall not be eligible for funding under the IPA 111 Regulation:

fa)  purchase of land and existing buildings, except where justified by the nature of
the programme in (he financing decision;

(b}  otherexpenditure as may be provided for in the sectoral or financing agreements.

(4)  The final date for the eligibility of expenditure shall be laid down in the financing
agreements.

Article 30 Co-financing of IPA 1i1 programmes

(1}  Programmes implemented in indirect management by the IPA I beneficiary may
require both [PA 111 beneficiary’s and Union’s financial contributions.

(2)  The co-financing rate shall take the form of joint co-financing and be defined in the
sectoral or financing agreement,

{(3)  Where both IPA III beneficiary's and Union’s financial contributions are requircd, the
Union contribution shall be stipulated in the sectoral or financing agreements.



TITLEII  RULES RELATING TO INDIRECT MANAGEMENT BY THE TPA III

BENEFICIARY

Article3]  Specific rules on cligibility of expenditure for TPARD

For the IPARD JTT programme, (he following specitic provisions shali apply:

(a) Thc EU coniribution to investment projects under raral development
programmes shall be repaid if within {ivc years from the final payment by the
IPARD Agency, the project undergoes a substantive modification;

(b}  in case of standard unit costs, lump sums not exceeding EUR 100 000 of public
conlribution and fat-rate financing, determined by a percentage of one or several
defined categories of costs, the EU is covering only the amounts as laid down
for each measure and as defined by the respective IPARD Agency in advance of
the call for applications;

{¢)  contributions from an [PARD I programme to a financial instrument for use
within the scope of that TPARD Tl programme will be consicered zs eligible
cxpenditure.

()  In determining the share of public expenditurc as a percentage of total cligible
cost of investment, account shall not be taken of naticnal aid to facilitate access
to loans granied without any Union cortribution provided under Regulation (EU}
2021/1529.

Article 32 Audit trail

The NAO shall ensure that all relevant information is available to cnsure a sulliciently detailed
audit trail. This information shall inter alia include documentary eviderce of the authorisation
of payment requests, of the accounting and payment of such requests, and of the treatmer.t of
advances, guarantees and debts,

Article 33 Payments of the Union contribution

4y
(2}

(3)

(4)

Payment of the Union contritrution shall be made within the limits of the funds available.

Payments may take the form of pre-(inancing, interim: payments and settlement of the
final balance, following the procedure established in Article 42(2). Where conlributions
are required from both the Union and the TPA 11 beneficiary, payments of the Union
contribution to the financing of the programmes concerned shall be calculated by
applying ihe co-financing rate laid down in the sectoral or financing agreerent to the
eligible expenditure certified in accordance with Article 61(5) subject to the maximum
amount of the Union contribution set out in the sectoral or financing agreement.

By 15 January and 15 July each year, except where otherwise provided for in a scctoral
agreement or a financing agreement the NAO shall send {o the Comnmission a forecast
of its likely payment request for the financial year concerned and for the subsequent
firancial year, in relation to all programmes. The Commission may ask for an update of
the forecast as appropriate.

Payments by the Commission to the Accounting Body shall te made within 90 days
after the conditions of Articles 34, 35 or 36 are met. This time limit for payment requests
may be interrupted by the Commission in order to request all underlying documents
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necessary to clarify any elements relevant to the statement of expenditure, including
information on the reporting of iegularities in accordance with Article 51(2) and
Annex H.

Amounts set out in the programmes submitted by the IPA 111 beneficiary, in statements
of expenditure, in pavment requests and in expenditure mentioned in the implementaticn
reports shall be denominated in euro. The IPA I beneficiary shall ensure that for the
treasury flows between Lhe Commission and the IPA 111 beneficiary the rate recorded
for conversion between euro and the IPA TIT beneficiary currency is the monthly
accounting rate of the euro established by the Commission for the month during which
the expenditure paid was recorded in the accounts of the Accounting Body or the
Intermediate Body for financial management concerned specified in the relevant
financing agreement.

Payments by the Commission to the [PA [l beneficiary shall be made, subject to
availability of budget appropriations, in euro to the euro account, in accordance with the
provisions laid down in Axticles 34, 35 and 36 and sectoral or financing agteements.
Buro account(s) shall be opened for the programmes and shafl be exclusively used for
transactions relating fo those programmes in accordance with the provisions ef the
relevant sectoral or financing agreements.

The IPA Il beneficiary shall ensure that recipients receive the total amount of the public
contribution in due time and in full. No charge shall be levied which would reduce these
amounts for recipients and the public contribution and assets thus financed shail not be
subject to any admiinistrative or judicial confiscation, seizure or simitar deductions.

In cases where the balance on the sure account referred to in paragraph 6 is insufficient
to cover the paymenl requests submitted by the recipients pending the receipt of
payment from the Commission, the IPA III beneficiary shall usc national fands to pre-
finance the Union contrioution. In these cases the national funds shall be treated as
Union funds and paragraph 6 shall apply at the moment when the full payment of the
IPA TIT beneficiary contribution, if any, and the Union contribution pre-financed from
the national funds is recorded in the accounts of the Accounting Body.

IPA I assistance may only cover expenditure incurred and paid by the IPA I
beneficiary in conformity with the eligibility rules laid down in the contractual clauses
and the lega) framework established by the Financial Regulation, the NDICT Regulation,
the IM'A TII Irmplementing Regulation and Articles 29, 30 and 31 of this Agreement, and
as defined in the sectoral er financing agreements, where applicable.

The exchange of (nformatien, including submission of payment requests in line with
Article 34, 35 and 36 of this Agreement, concerning financial transactions between the
Commission and the structures and authorities referred to in Article 1 shall, where
appropriate, be made by electronic means, using procedures as insiructed by the
Commission.

Article 34 Pre-financing

(0

The mininmm requirements for a pre-financing payment arc the following;

{(a)  the NAO has nofified to the Commission the opening of the euro aceount
concerned;

(b)  the relevant financing agreement has entered into force.



(2)  Thedeteiled provisions concerning the calculation of pre-financing payments for annual
and muiti-annual programmes shall be set in the sectora: o finanuing agreemernts.

{3)  The total pre-financing amount shall be cleared at the lates! when the programmes are

closed.

Article 35

Interini payments

(1) The minimuem requirements for an inferim paymen- are the following:

()

{©

{d}

(€}
(5

{1e NAQ has st o the Commission a payment request inciudirg a certified
statement of expenditure detailing amounts paid and costs recognizsed and
including information, where relevant, on pre-financing. The payment request
shall also include relevant information on implemeniation as detailed in the
secioral or financing agreement;

the ceilings for the Union contribution, a5 laid down in the financing decision,
have becn respected;

the NTPAC has sent to the Commission the annaal report on implementation in
accordance with Article 59(1);

the Audit Authority has sent to the Commission the arnual audit opinion and
znnual andit activity report, in accordance with Article 63(1) and (2);

“he televant financing agreement 1s fn foree;

any information requested by the Commission has been arovided.

(2)  Without prejudice lo the annual audit opinion, if it appears that the applicable rules have
10: been complied with or funds have not becn properly used, the payments can be
suspended or interrupted in accordance with the procedure laid down in the Articles 38

and 39.
Article 36 Settlement of the final balance
(1) The minimum requirements “or the settiement of the final balance are the following:
(a)  the NAO has sent to the Commission a certified final statement of expenditure
and, if applicahle, final payment request;
(b)  the NIPAC has sent to the Coramission the final report on implementation in
accordance with Ariicle 60;
{c)  the Audit Authority has sent to the Commission, in accordance with Article 63
{4) and (3), an opinion on the final statement of expenditure, supported by a final
andit activity report;
(d) therelevant financing agreement is in foree;
{6)  the Commission has completed the examination and acceptance of accounts
procedure as foreseen int Arlicle 42.
Arficle 37 De-commitment of unused funds in casc of multi-annual prograimmes

(1)  The Commission shall automatically de-commit any pottien of a budgetary
commeitment for a programme that, by 31 December of the fifih year following that of
the budgetary commitment, has not been used for the purpose of pre-financing cr



making interim payments by the Commission to the IPA Il beneficiary or for which the
NAO has not presented any certified statement of expenditure or any interim payment
request has been submitted in accordance with Article 35. For the purpose of this Article
only costs recognised submitted with the interim payment request or declaration of
expenditure shall be taken into consideration. An eatlier deadline may be specified ina
sectoral or financing agreement,

{(2)  The Commissicn shall inform the NAQ in advance whenever there is a risk of de-
commitment as rcferred to in paragraph 1.

(3} The amount concerned by de-commitment shall be reduced by the amounts equivalent
to that part of the budget commitment for which:

(a)  the operations are suspended by a legal proceeding or by an administrative
appeal having suspensory effect; or

(b} it has not been possible to make a payment request for reasons of force majeure
seriously affecting implementation of all or part of the programme,

The TPA Tl beneficiary claiming force majeure shall demonstrate the direct
consequences of the forcc majeure on the implementation of all or part of the
PIOSTAIITE.

(4)  The IPA TIT beneficiary shall send to the Commission information on the exceptions
referred to in paragraph 3, points (a} and (b}, in the annual report referred to in Article
59Q1).

Article 38 JIuterruption of paymenis

(1) Notwithstanding the time limit(s) for payments set out in Article 33(4), the Commission
may interrupt payments to the [PA 111 beneficiary fully or partially for the purpose of
catrying out further checks, where: '

(@)  reliable information comes to the notice of the Commission indicating a
sigmficant deficieney in the functioning of either the management and control
systems or that the expenditure certificd by the NAD is linked to a scrious
iregularity and kas not been corrected;

(b} the intenuption is necessary lo prevent significant damage to the financial
interests of the Union;

(¢)  information comes to the notice of the Commission, which puts in doubt the
eligibility of cxpenditure in a payment request.

(2)  The Comrnission may limit the interruption to the part of the expenditure covered by
the payment request affected by the elements referred to in paragraph 1. The
Commissien shall inform the 1PA I} beneficiary immediately of the reason of
interruption and shall ask for its immediate observations and to remedy the simation if
necessary. 'Ihe interruption shali be ended by the Comimission as soon as the necessary
measures have been taken.

Article39  Suspension of payments

(1) The Commission may suspend payments to the IPA IT] beneficiary, in particular when
systemic ervors are detected, which call into question the reliability of the internal
control systems of the entity concerned or the legality and regularity of the underlying



transactions or the use of assets and outputs for the intended purpose as specified in the
sectoral or financing agreement.

(2)  TheIPA Il beneficiary shall be given the opportunity to present its observations within
a period of two months before the Cormmission decides on a suspension in accordance
with paragraph 1.

(3} Tae Commission shall end the suspension when the IPA 11T beneficiary has taken the
necessary measures to remedy the syslemic eirors.

If the TPA 11T beneficiary has not taken such measures, the Commission may decide to
cancel all or part of the IPA 111 contribution to the programme in accordance with
Article 43,

Articledd  Recovery of funds

(1} Any situation as defied in Articles S0(7) and 51(5) occurring at any time during the
implementation of IPA III assistance or being the result of an audit may lead to the
recovery of the funds by the Commission from the IPA [11 bencficiary.

(2)  The NAO shall recover the Union contribution paid to the TPA 11l beneficiary from those
who were in any situation defined in Article 51(5) or benefited from it, in accordance
with TPA [1T beneficiary recovery procedures for public finds. The fact that the NAQ
does not suceeed in recovering all or pert of the funds shall not prevent the Commission
from recovesing the funds Gom the [PA Tl bereficiary.

Article 41 Financial adjustments by the IPA 111 beneficiary

The NAO shall nake financial adjustments where any situation defined in Article 51(5} is
detected, by cancelling all or part of the Union contribution to the prog-ammes concerned. The
NAO shall take into account the nature and gravity of the irregularities and the financial loss fo
the Union contribution ensuring the principle of proportionality.

Article 42 Kxamination and acceptance of accounts procedures

(1)  The purposc of the cxamination and acceptance of accounts procedure shatl be to ensurs
that the expenditure incurred and paid by the IPA NI beneficlary in the context of
indircot management and which may be chargeable to the Union budget 's compliant
with the applicable Union rules and thai the accounts are complete, accurale and true.

(2)  The examination and acceptance of accounts procedure shall consist of:
()  the analysis of the final staternent of expenditure as submitted by the NAQ;

(b)  the enalysis of the final repor: on implementation of the annual or muiti-annual
programme in accordance with Article 60

(¢}  the analysis of the opinion sent by the Audit Authority on the statement of
expenditure supported by a final andit activity report;

(d)  the analysis of relevant documents as referred to in the sectoral or financing
agreement and, where appropriate, on-the-spot checks by the Commission,
subject to £o limitations or restrictions, on the content of those financial reparts
or statemnents and on the underlying transactions, including checks made witl:
recipients;



(3)

{¢)  establishment by the Commussion of the amount of expenditure chargeable to
the Union budget, following, where necessary, a contradictory procedure and
after the IPA I11 bencficiary has been notified,

(f)  calculation of 2 possible financial correction arising from expenditure incurred
and paid in breach of the rules laid down in the present Agreement and when
relevant in a sectoral agreement or a financing agrecment;

{g)  recovery or paymeut by the Commission of the balance arising from the
. difference between accepted expenditure to the Union budget and the sums
already paid ta the IPA 111 beneficiary.

The examination and acceptance of accounts procedure referred to in paragraph 2 is
without prejudice to the possibility for the Commission to recover non-eligible
expenditure at a later stage on the basis of audits or inspections carried ouf during or
after the implementation of the programme,

Article 43  Financial corrections by the Commission
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In order to ensure that the JPA Iif funds have been used in accordance with the
applicable rules, the Commission shall apply financial correction mechanisms in
accordance with Article 12 of the IPA IIT Implementing Repulation and as detailed in
sectoral or financing agreements.

A financial correction may arise from any of the following;
(a)  identification of any situation defined under Article 51{5);

(t)  identification of a weakness or deficiency in the management and control
systems of the IPA 11T beneficiary;

(c) failure to ensurc achievements of results and use of assets and outputs for the
intended purpase as specified in the sectoral or financing agreement;

(d)  follow up by the Commission on the andit activity reports and opinions of the
Audit Authority.

If the Commission finds that expenditure under the programmes covered by [PA TIT has
been incurred, paid and certified in a way that has infringed applicable rules, it shall
decide what amounts are to be excluded from Union financing.

The caleulation and establishment of any such comrections, as well as the related
recoveries, shall be made by the Commission, following the criteria and procedures
provided for in paragraphs 3, 6 and 7 of this Article and Arficles 42, 44 and 45.

Financial corrections shall be made as appropriate by compensation or offsetting,

The Commission shall apply the financial corrections on the basis of identification of
the amounts unduly spent and on the financial implications for the budget. Where such
amounts cannot be identified precisely in order to apply individual corrections, the
Comumission may apply flat-rate corrections or corrections based on an extrapolation of
the findings.

When deciding the amount of a correction, the Conunission shall take into account the
nature and gravity or the extent and financial implications of any situation defined in
paragraph 2, as well as the principle of proportionality.



Article 44 Procedure for fipancial corrections

(1)

@)

Refore taking a deciston on 2 financial cotrection, including the ones taken on the basis
of the examination and acceptance of accounts procedure, the Commission shall inform
the NAO of its provisional conclusions and request hisher comments within two
months.

Where the Commission proposes a financial correction based on an extrapolation of the
findings or at a flat rato pursuant to Article 43(6), the IPA 11! beneficiary shall be given
the apportunity o provide information which would allow the Commission io establish
the achial extent of any situation defined in Article 43(2), through an examination of the
documentation concemed. Jn agreement with the Commission, the IPA Il beneficiary
may limit the scope of this examination to 2 proportion or sample of the documentation
concerned. Save “or duly justified cases, the time atlowed for the [PA I heneficiary
shall not exceed a peviod of two manths after the two-month perind referred to in the
first subparagraph. Further details may be set out in the sectoral or financing agreement.

The Commission shall take a decision after taking into account any evidence supplied
by the 1A I beneficiary.

Article 45 Re-usc of the Union contribution

(1

(2)

The resources cancelled from the Union contribution following financial corrections
pursuant to Atticle 43 shall be paid to the Union budget.

The contribution. recovered in accordance with Article 40 or cancelled in accordance
with Article 41 may not be re-used for the activity or activities thal were the subject of
the recuvery or the financial adjustment, nor, where the recovery or financial adjustment
follows a systemic fregularity, for on-going activitics within the whole ar part of the
programme in which the systemic irregulanty accurzed.

Article46  Repayment

(1)

2)

The 1PA TiT beneficiary shall make any repayment to the geaeral budget of the Union
before the due date indicated in the recovery order drawn up in accordance with
Article 100 of the Financial Regulatior.

Any delay in repayment shall give rise fo inferest on acoount of late payment, in
accordance with Article 99 of the Financial Regulation.

TITLEIN CLOSURE OF A PROGRAMME OR PART OF A PROGRAMME

Articled7  Closure of a programme or part of a programme implemented in indirect

W
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(3)

management by the TPA III beneficiary
The Commission shall notify in writing the closure of a programme to the IPA il
beneficiary.

The Commission shall not close a programme without prior examination and acceptance
of the accounts as provided for in Article 42.

The closure of 2 programme is without prejudice fo the right of the Commission 1o
undertake financral corrections at a later stage.



(4y  More detailed rules on the closure of programmes and relevant reporting obligations
may be set out in sectoral or financing agreements.

Article48  Closure of & programme or part of a programme implemented i direct
management and indirect management with entities other than the IPA IIX
beneficiary

(1}  Avprogramme is closed when all the contracts and grants have been closed.

(2)  'The Commission shall notify in writing the closure of a programme to the IPA III
beneficiary.

Article 49°  Retention of documents

{1)  The IPA III beneficiary shall retain for five years fiom the date of closure of 2
programme 2ll decuments relevant for the procurement and grant award procedures,
contracts, addenda, relevant comrespondence and all relevant decuments relating to
payments and recoveries.

(2)  The period referred to in point (1) shall be intern:pted either in case of legal proceedings
or by a duly justified request of the Commission.

TITLEIV SUPERVISION, CONTROL, AUDIT AND PROTECTION OF
FINANCJIAL INTERESTS

Article 50 Supervision, control and audit by the Commission, the European Anti-
Fraud Office and the European Court of Auditors

{1) Al financing agrecments and subsequent contracts, inchiding any sub-contracts entered
into by beneficiarics with 3rd parties, shall be subject to supervision, control and audit
by the Commission, inchuding the European Anti-Fraud Office (OLAT), and audits by
the European Court of Auditors.

In indirect managernent by the IPA III beneficiary, this also includes the right of the
Commission and the Union Delegation in the Republic of Tiirkiye to carry out measures,
such as:

(8)  exante verification of tendering and contracting;

{(b)  expost controls of tendering, contracting, contract execution, including financial
management thercof;

(6} supervision concerning the functioning of the management and control systems.

The duly authorised extemal auditors, agents or representatives of the Commission,
OLAF and the Buropean Court of Auditors shall have theright to carry out any fechnical
and financial verification or audit that they may consider necessary to follow the
implementation of a programme or contract, including visits of sites and premises where
IPA Il funded activities are implemented or managed. The Commission shalt give the
authodties concerned advance notice of such missions.



(2)

(3}
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The JPA 111 beneficiary shall designate an anti-fraud coordination service'?, 1o facilitate
effcctive cooperation and cxchange of infonmation, inchiding information of an
operational nature, with OLAF.

In indirect management, the designated anti-fraud coordination serviee shall be tasked
with coordinating administrative and operational obligaiions and activities and propose
amendments to the IPA, 111 beneficiary’s legislation, as appropriate, In crder to protect
the financial interests of the Union. The service shall, infer alia:

- lead the creation/implementation of strategies to protect the financial interests of the
Union;

- ident fy possible weaknesses in the IPA HI beneficiary systems for managing Union
finds including IPA HI assistance;

. ensure sufficient human resources capacity for these tasks, including training of
fraud-prevention stail;

- support cooperation between the 1PA 1] beneficlary adminisirations, prosecution
authorities and OLAF;

- share information on irregularities and suspected fraud cases, including those
identified in audits and cheeks carried out by the Aundit Authority, intemal audit
services, the Management Structure, the Managing Authoritics and Intermediate
Bodies, with the IPA 111 beneficiary administration and OLAF,

- ensure the fulfilment of all the obligations under Regulation (EC, Eunratom} No
883/2013 of the Furopean Parliament and of the Council', Council Regulation
(Euratom, EC) No 79881995 and Counuil Regulation (EC, Euratom)
No 2185/1996".

The IPA 11 beneficiary shall supply all requested information and documents ineluding
any electronic data and fake ali suitable measures to facilifate the work of the persons
instructed to carry out zudits, on-the-spat checks, or inspections.

The IPA Il beneficiary shall ensure thel the agents or representatives of the
Commission, including OLAF, have the right to inspect all relevant documentation,
digital cata, and accounts pertaining to items financed under the related financing
agreement and assist the Buropean Court of Auditors to carry out audits relating 10 the
use of IPA I1T assistance. Where privately owned deviees arc used for work purposes,
those devices may be subject to inspection by OLAF. OLAF shall subject such devices
to inspection only under the same conditions and to the same exient that nailonal control
authorities are allowed to investigate privately owned devices and where OLAF has

This service dows rot form pari of the srrugtures referred to in Artiele 10 and its establishment 1s thus not
a pro-requisi‘e for entrusting budget implementation tasks.

Regulatien (CU, Buratom) No 38312013 of the Buropean Parljament and of the Council ef 11 September
2013 concerning investigations conducted by the Earopean Anti-Fraud Office (OLAF) and repealing
Regulation (EC} No 10731992 of the European Parlament znd of the Courcil and Council Regulation
{Guratom) No 1074/1999% (01 L 24§, 18 September 2013, p.1).

Council Regulation (CC, Bwatom) No 2988/1595 of 18 Decernber 1995 on the protection of the European
Communities financial interests (OF L. 312, 23 December 1993, p.1).

Council Regulation (Burator, EC) Ni» 2185/04 of 11 Nevember 1998 concernirg on-the-spot checks and
inspections carrid out by the Commission in arder to protect the European Comprunities financial
interests apainst fraud and ofher imeguiarities (O L 292, 15 November 1994, p. 2).
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reasonable grounds for suspecting that their content may be relevant for the
investigation.

In order to ensure the efficient protection of the fimancial interests of the Union, the
Commission, including OTAF, may also conduct all investigative acts, and in particular,
on-the-spot checks and mspections in accordance with Regulation (El), Euratom)
No 883/2013 and Regulation (EC, Euratom) No 2185/1996. These checks and
inspections shall be prepared and conducted in close collaboration with the IPA 1]
beneficiary, which shall be notified in good time of the ohject, purpose and legal basis
of the checks and inspections, so that it can provide all the reguired help. The IPA III
beneficiary shall identify a service with criminal investigative powers, which will assist
in conducting investigations in accordance with Regulation (ELU, FEuratom)
No 883/2013 and Reguletion (EC, Euratom) No 2185/1996 upon OLAFs reguest.

The service referred to in peint (2) can fulfil this task if it has administrative and criminal
investigative powers. [f OLAF requires, the on-the-spot checks and inspections may be
carried out jointly. Where the participants in IPA Il funded acfivities resist an on-the-
spot check or inspection, the [PA III beneficiary, acting in accordance with its own
national laws and rules, shall provide to the Commission/OLAF inspectors the necessary
assistance to allow them to discharge their duty in carrying out an on-the-spot check or
inspection, including the provision of the bank account information relevant for OLAF's
investigative activity,

r

In case of failure to comply with the cbligations set out in parapraphs (4), (5) and (6) of
this article, the European Commission may recover the funds related to the Union
contribution under investigation by OLAF in line with the provisions of Article 40.

The Commission/OLAF shall report as scon as possible to the IPA III beneficiary any
cvidence or suspicion relafing to frauds or irregularities, which has come to its
knowledge in the course of an on-the-spot check or inspection. In any event, the
Commission/OLAF shall be required to inform the above-mentioned service of the
result of such checks and inspections.

The controls and audiis described above wre applicable to all recipients and sub-
contractors who have reccived IPA 11T assistance whether or not they are named in the
contract or Granl Agreement. Such controls and audits are also applicable to documents
and data concerning the rational contribution, if any, by the TPA TII beneficiary.

In indirect management, the Commission may check, at any times, the accounts and
operations of the Accounting Body and Managing Authorities and Intermediate Bodies
either directly or (hrough an extenal auditor. This is without prejudice to the
responsibilitics of the Commission and of the European Court of Auditors.

Articte 51 Protection of the fimancial interests of the Union

)

In accordance with Article 154(4), point (a), of the Financial Regulation, the TPA 1
beneficiary entrusted with budget implementation tasks of IPA IIT assistance shall
prevent, detect and correct irregnlarities and frand when executing those tasks. Te this
end, the IPA III beneficiary shall camy out, in accerdance with the principle of
proportionality, ex ente and ex pest controls including on-*he-spot checks on the
representative and tisk-based samples of fransactions, to ensure that the programmes
financed from the budget are effectively carried out and are implemented correctly. The
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TPA TIT beneficiary shali also recover funds unduly peid and bring legal procoedings
where necessary in this regard.

In indirect management, the IPA 111 bepeficiary shall ensurc investigation and effective
troaiment of suspected cases of ‘rregularitics, fraud, corraption and conflict of intercst
and the functioning of 2 control and reporting mechanism &s referred to in Article 13(7)
of the IPA 11} Regulation. The 1A [T beneficiary shall report suspected fraud and other
irregularities, which have been the subject of 2 primary administrative or Judicial
finding, without delay, to the Commission and keep the latter informed of the progress
of administrative and legal proceedings. Reporting shall be done by electronic means
using the irregularity managemex: system (TMS) provided by the Commission Zor this
purpose. In addition to the reporting provisions set in Annex H to this Aprcement,
further dctails may be laid down in the sectoral or financing agreement.

Furthermore, the IPA 111 beneficiary shall, in indirect management, take any appropriate
measnre to prevent and counter any aclive or passive corruption practices at any stage
of the procurement procedure or grant award procedure or during the implementation of
the correspondiag contracts. -

The IPA T bencficiary, including the personnel responsible for the programming and
implementation of the tasks of the TPA III funded activities, shall take whatever
precautions ncecssary to avoid any risk of conflict of inferesis aud shall nform the
Commission immediately of any such conflict of interest or any simation likely to give
rise to any such conflict.

For the purpose of the pretection of the financial intexests of the Union, the following
definitions shall apply:

(a}  Error means non-deliberate clerical and technical errors committed by the [PA
11 beneficiary or a recipient of IPA 111 assistance;

(b)  Jrregularity means ary infringement of a provision of applicable rules and
contracts Tesutling from an act or an omission by an economic operator or the
TPA 1II beneficiary, which has, or would have, the ¢ffect of prejudicing the
general budget of the Union by charging an unjustified item of expenditure to
the general budget;

{(c)  Fconomic operator means any natural or legal person, including a public entity,
or a group of such persons, who offers to supply products, execute works or
provide services or supply immovable property;

()  Systemic irregularity means any iregularity that may be of a recurring nature,
with 2 high probability of occurrence in similar types of operations, which result
from a sericus deficiency in the effective functioning of the management snd
control systems, including a failure to establish appropriale procedures in
accordance with applicabie rules;

()  Fraud means any intentional act or omission relating to:

- the use or presentation of false, incomcet or incomplete statememnis or
documents, which has as its cffect the misappropriation or wrengful retention of
funds from the general budget of the Union or budpels manuged by, or on behalf
of, the Buropean Union;

- non-disclosure of information in viclation of a specific obligation with the same
effect;
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- the misapplication of such funds for purposes other then those for which they
were originally granted;

Suspected fraud means an yregularity giving nse to the initiation of
administrative or judicial proceedings at national level in order to establish the
presence of intentional behaviour, in particutar frand, as referred to above;

Active corruption means the deliberate action of whoever promises or gives,
directly or through an intermediary, an advantage of any kind whatsoever fo an
official for himself ot for a third party for him to act or to refrain from acting in
accordance with his duty or in the exercise of his functions in breach of his
official duties in a way which damapes or is likely to damage the financial
mterests of the Linion;

Passive corruption means the deliberate action of a civil servant, who, directly
or through an intermediary, requests or receives advantages of any kind
whatsoever, for himself or a third party, or accepts a promise of such advantage,
to act or to refrain from acting in accordance with his duty or in the exercise of
his functions in breach of his official duties in a way which damages or is likely
to damage the financial interests of the Union;

Conflict of interests means that the impartial and objective exercise of the
functions of a financial actor or other persen is compromised for reasons
involving family, emotional life, political or national affinity, economie interest
or any other direct or indirect personal interest;

Primary adminisirative or judicial finding meuns a first writicn assessment by a
competent authority, either administrative or judicial, concluding on the basis of
specific facts that an irregularity has been committed. This is without prejudice
to the possibility that this conclusion may subsequently have to be revised or
withdrawn as 2 resuft of developments in the course of the administrative or
judicial procedure.

The definitions listed in this Article shall not be construed as introducing new types of erime to
the IPA [T beneficiary penal code or changes thereto.

SECTION VI MONITORING, EVALUATION AND REPORTING
TITLE 1 MONITORING
Article 52 [PA monitoring committce

(1}  The Commission and the IPA IIT beneficiary shall set up an IPA monitoring committee
no later than six months after the entry info force of the first financing agreement. This
commiltee shall also fulfil the responsibilities of the IPA monitoring committee under
Counci} Regulation (BEC) No 1085/2006'% (‘IPA Regulation’) and under the IPA II
Regulation.

(2y  The IPA monitoring commiltee shall review the overall effectivencss, cfficiency,
quality, coherence, coordination and compliance of the impiementation of all
proprammes towards meeting the objectives sct out in the financing agreements, the JPA

1 Council Regulation {EC) No 1085/2006 of 17 July 2006 establishing an Instrument for Pre-Accession
Assistance (TPAY, (OT L 210, 3 Tuly 2006, p. B2).
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I1 programyming framework and the Strategic Response. For this purpose, it sha'l, where
relevant, basc itself on (1¢ information providec by the sectoral monitoring commttees
end other existing certral coordination structures of the IPA 111 benefiary.

The TPA monitoring committes may make proposals to the Commission, the NIPAC
and the NAO for ensuring better coherence and coordination of TPA 11T assistance as
provided for in the IPA IIf programming framework o in the IPA I Regulation, and
to erhance the overall efficiency, effectiveness, impact and sustainability of such
assistance. It may also make recommendations for corrective actions to the relevant
sectoral monitoring committees in order to ensure the achicvement of [PA 1Tl objectives
znd enhance the efficiency and effectiveness of the IPA I11 assistance. For this purpose,
it shail, where relevant, take into account the conclusions and recommendations drawn
‘n monitoring and evaluztions launched by either the Commission or the IPA 1
beneficiary.

The TPA monitorirg committee shall be composed of tepresentatives of the
Commission, the NIPAC and other relevant authorities and bodics of the IPA 111
bemeficiary and, where relevant, bilateral demors, intermational orgarisations,
interational financial institations end other stakehoiders, such as civil society and
private sector organisations. The rcpresentatives of stakeholders shall be chosen
according to rules and eritcria defined in the rules of procedure of the IPA monitoring
committes and in agreement with the Commission.

A representative of the Commission and the NIPAC shall co-chair the IPA manitoring
committee mectings.

The IPA monitoring committee shall adopt its rules of pracedure in agreement with the
NIPAC, the NAO and the Commission.

The IPA monitoring committee shall meet at least once a year, Ad hoc meetings may
alsa e convened at the inmitiative of the Commission or of the 1'A 11T beneficiary, in
particular on a thematic basis.

Where sectoral monitering commitlees, as referred to in Article 53, arc not sel up, the
[PA monitoring committee shall fulfil the fnctions listed in paragraph 7 o7 that article.

Article 33 Scctoral monitoring committee

(1)

2

&)

The IPA 11l beneficiary shall have in place IPA sectoral moniloring comumittees to
monitor annual and multi-annuat programmes implemonted in indirect managemert by
the IP A Il beneficiary, which are financed by the IPA Regulation, the IPA Il Regulztion
and the IPA Ti Regulation in a specific sector or programme. Such commi‘tees shall be
in place no later thar. six monibs after the entry into force of the first financing agreement
in that sector.

In accordance with the principle of proportionality, in the case of annual programmes
implemented in Indirect management, the obligation to establish an IPA sectoral
moniioring committes may be waived in the financing agreement.

Where an IPA sectoral monitoring committee is 1o place, this committee may, in
addition to the mult:-annual programmes implemented in indizect msnagement, monitor
ofhier anoual programomes in direct or indirect management in the same specific sector.
This provision docs nol apply to [PARD [11 programmcs.
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Supported by the reports provided by the Managing Authority prior to the mectings, the
sectoral monitoring committees shall in particular:

(1)  review the effectivencss, efficiency, quality, coordination and compliance of the
implementation of the programmes;

{b)  review the progress towards meeting the objectives, achieving the planned
outputs and results, and asscssing the impact and sustainability of [PA III
assistance, while ensuring coherence with the policy dialague, the related central
and regionel sector strategies and multi-country or regional activities in the IPA
111 beneficiary;

(¢)  teview unnual implementation reports, including financial execution of the
Programmes;

(d)  examine relevant findings and conclusions as well as proposals for remedial
follow-up actions stemming from the on-the-spot checks, monitoring,
evaluations and audits if available;

()  discuss any relevant aspects of the functioning of the manzgement and control
systems;

(ff  discuss any problematic issues and actions;

(g}  if necessary, consider or make proposals to amend programmes and take any
other corrective action to ensure the achievement of the objectives and enhance
the efficlency, effectiveness, impact and sustainability of TP A ITT assistance;

(h)  review information, publicity, transparency, communication and wisibility
measures taken, m accordance with Articles 23 and 24.

Other specific provisions may be laid down in the secteral or financing agrecments.

Operational conclusions, including any recommendations, will be drawn at the end of
the scctoral moniforing commitices meetings. These conclusions shall be subject to
adequate follow-up and a review in the following committce meetings and shall be the
basis for reporting to the IPA monitoring commitiee on progress made in accordance
with Article 52(2).

Each scctoral monitoring committee shall adopt ifs rules of procedure to be drawn up in
consultation with the Managing Autherities and Intermediate Bodies, the NIPAC and
the Commission.

The sectoral monitoring committee shali be composed of represeatatives of relevant IPA
11l beneficiary authorities and bodies, other stakeholders, such as economic, social and
environmental partners and, international organisations, international financial
institutions and civil society. The Commission shall participate in the work of the
committee. The representatives of the stakeholders shall be chosen aceording to the rules
and criteria defined in the rules of procedure. A senior representative of the TPA 111
beneficiary shall chair the sectoral monitoring commitice meetings. Depending on the
programme, the Commission may co-chair the committee meetings.

The sectoral monitoring commiltees shall meet at least twice every twelve months, 4d
hoc meetings may also be convened.



TITLE I EVALUATION

Article 54 Fvaluation of IPA I assistance

I

()

@)

(6)

¥

(8)

TPA. I assistance shell be subject to evaluations, in accordance with Article 13 of the
IPA [T Regulation, Article 34 of the Financial Regulation, and Chapter V of Titte 1l of
the NDICI Regulation, Evaluation aims at fmproving rclevance, coherence, quality,
efficiency, effectiveness, impact, Union added value, sustainability of PA I[II
assistance, and syncrgy with the relevant policy dialogue.

The ehjectives of an evaluation shall include:

(a) assessing the conditions for the implementation of the assistance, its performance,
both prospective ard actual, and iis consistency with the policy objectives set out 1
view of achieving lorg-term impacts and objectives;

(b} assessing the achievernent of the agreed results (outputs, oulcomes, impacts) in view
of reaching the intended long-term and global objectives;

() assessing the programming process and monitoring system and, where appropriate,
mplementation arrangements;

promoting accountebiiity of the assistance to the institutions of the EU and to the public,
with respect to the value for money and the use of funds;

(e) drawing lessons ziming at improving the quality and design of future policies,
strategies and interventions. Therefore, evaluations shall be timely and their findings
shall be taken info account both in the next programming and implementation cycle, as
well as in the decision on resource allocation.

Evaluations may be carried out at project and programme level as well as at strategic
level. Strategic evaluations cover instrumnents (including budget support), themes, IPA
beneficiaries of reglons.

Fx ante cvaluations may be camed out. These evaluations shall aim to optimise the
allocation of budgetary resources under programmes and improve programming quality.
‘Ihey shall identify and appraise the disparities, gaps and potcntial for development, the
goals to be achicved, the results expected, the quantified targets, the coherence, if
necessary, of the strategy proposed and the quality of the procedures for
implementation, monitoring, evaluation and financial management.

Relrospective anc ex post evaluations shall assess the relevance, efficiency,
effectiveness, cohesence, impact, sustzinability and EU added value of IPA 1l
assistance in view nf achieving the objectives set in the programming documents.

The longer-term impacts and the sustainability of IPA I assistance shall be evaluated
in accordance with the applicable rules and procedures, as well as the relevant Union
legislation.

The recommendations and conclusions of evaluations shall be taker: into account by the
TP A monitoring committee and the sectoral monitoring committees.



(9)  The Commission shall develop evaluation methods, including quality standards'® and
measurable indicators. The IPA. III beneficiaries shall follow such methods when
carcylng out the evaluations.

Article 35 Evaluations by the Commission

(1) When the Commission undertakes evaluations of IPA T assistance, the IPA [II
beneficiary shall facilitate the access to data and all relevant information necessary to
carry out the evaluations, including facilitating interviews with relevant stakeholders.

Article 36 Evaluations by the IPA 1T beneficiary in indirect management

(1) The IPA Il beneficiary implementing IPA 1II funding in indirect management shall be
responsible for carrying out cvalvations of the programmes it manages, In accordance
with Article 54.

(2} The IPA IIT bencficiary shall, in consuliation with the Commission, draw up an
evaluation plan presenting the evaluation activities to be carried out in the different
phases of the implementation.

TITLEIIL -REPORTING
Article 57 Additional reporting definitions

(1) ‘12 month pertod’ means the period from 1 July of the previous financial year to 30 June
of the current financial year, except where otherwise provided for in a sectoral or a
financing agreement.

(2} 'Cost recognised’ means the cosl that is incurred (hy a recipient), accepted (by the
Intermediate Body for financial management) and paid (by the Intermediate Body for
finapcial management),

Article 538~ Language and format

(1} All reports, statements, declarations and accounts related fo the preparation or
implementation o[ TP A IIT assistance shall be provided to the Comirission in the Inglish
language.

(2)  The NAOQ, supported by the Accounting Body, shall set up an accrual bascd accounting
system to record and store, in electronic form, accurate, complete and reliable
accourting records for each IPA 111 programme/action/operation implemented in
indivect management by the [PA III beneficiary. The MAQ will use it as a basis to draw
up paymeni requests, accounts, financial reports and statements.

(3)  IPA III beneficiary shall set up a munagement information system to record and store,
in electronic form, the data on each IPA TII programme/action/operation nceessary for
planning, implementation, management, monitoring, evaluation, verifications and
aundits of IPA. 111 assisiance.

' In lice with Better Regulation and OECD/DAC evaluation eriteria and sound cvaluation methods acd techniques,



(4)  ThePA I Beneficiary shall set technical specifications of the systems referred to in
paragraphs (2) and (3) to maximise antomation of reporting and exchange of data in
electronic form.

(5}  The Commission may sei up its own information systems and require the IPA 111
beneficiary to take an active role in their development and use.

Article 59 General reporting requirements from the NIPAC

(13 By 15 February of each year, the NIPAC shafl provide the Commission with an annual
report on implementation of financial assistance provided through the 1PA Regulation,
the IPA 1T Regulation and the IPA 11 Regulation in the previous financial year.

(2} The report shall follow the model made available by the Commission and shall include
in particular:
(a) programming of assistance, progress made with implementation, problems
encountered and comrective measures {aken, follow-up o monitorng and
evaiation; .
(b) communication and visibility, and donor coordination efforts;

(c} progress made towards the achicvement of the objectives outiined in the strategic
documents and programmmes, as measured dy reievant indicators;

(d) recommendations for the coming period.

Where it covers programmes implemented in indircet menagement by the TPA I
beneficiary, the report shell be based on information provided by the Managing
Authorifcs and Intermediate Bodics, and cover progress made with implementation of
enirusted tasks, including any problems encountered and corrective measures taken.

(3)  Additional reporting requirements from the NIPAC may be sct out in the sectoral cr
financing agreements, including reporting requirements for operational programmes
reserred to in Adticle 16(5) and programmes referred to in Article 16(7).

Article 60 Reporting requirements from the NIPAC in indirect management by the
[PA UIT beneficiary

At ihe latest sixtcen months after the end of implementation of each programme, the NIPAC
<hzl) submit to the Commission a final report on implementation of that programme covering
the whole implementation. period, including in particular information on expecied and actual
results achieved, and financial information related to the cxecution of activities.

Article 61 Reporting requirements from the NAO in indirect management by the IPA
1 beneficiary

{1} By 15 January of each year, the NAQ shall provide (o the Comrissior: and the Audit
Authority an extract of the data in electzonic form held in the accounting system at 31
December of the previous financial year. It shall be accompanied by an amnuval
accounting cu-off report using an ad hoc model provided by the Commission.

(2) By 15 February of each year, the NAC shall, with copy to the NIPAC and the Audit
Autharity, provide the Commission with the following information for the previous
financial year:
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(a)  annual financial rcports or statements on accrual basis, drawn up in accordance
with the format of financial reports or statements aftached to the financing
agreement, which clearly distinguish costs recognised and payments made;

(b)  areport on the management and control system, including:

(i) 2 summary of verification reports and controls camied out by the
Management Structure;

(i)  ananalysis of the nature, cause, extent and impact of financial errors;

(iii) & summery of substantive changes to the management and control system,
rules or procedures of the [PA 111 beneficiary, with analysts of their impact
on management of the Union funds;

(iv)  self-assessment of the functioning of the management and control system,
addressing requirements of Article 12(3) and Annex B, with identificd
weaknesscs and corrective actions taken or planned;

(c) the statns of action plans and follow up given to the audit reports issued by the
Audit Authority, intemnal aundit services and the Comumission;

{d)  anannual management declaration per programme, drawn up in accordance with
Annex C; if the confirmations required by Annex C are not available, the NAC
shall issue the annual management declaration with reservations informing the
Commission of the reasons and potential consequences, along with the actions
taken or planned to remedy the sithation and to safeguard the financial interests
of the Buropean Union,

By 31 July of each year, except where otherwise provided for in a sectoral agreement or
a financing agreement, the NAO shall send to the Commission and the Audit Authority,
the financial reports or statements on accrual basis for the 12 months period that ended
on 30 June of the same year. They shall be drawn up in accordance with the format of
financial reports or statements attached fo the financing agreement, which clearly
distinguish costs recognised and payments made.

At the !atest sixteen months after the end of implementation of each programme, the
NAQ will send to the Cornission a Gnal stalement of expenditure of the programme
using a model provided by the Commission. If applicable, it shall be accompanicd by
the final payment request.

All the financial reports, staternents and accounts referred to i this Article shall be
certified by the NAQ. Certification means confirmation of completeness, accuracy and
veracity of the financial reperts, statements and accounts.

Additional reporting requirements by the N AQ may be set out in the sectoral or financing
agreements,

Article 62  Reporting requirements from the Managing Authorities fn indirect

ey

management by the IPA 11T beneficiary

The Managing Authorities and Intermediate Bodies shall deliver all necessary
information to the NIPAC, the NAO and the Audit Authority in order to support their
work ard preparation of their reports.
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At the beginning of each year, the Managing Authorities and Intermedate Bodies shall
provide the NAO with arawal financial reports or stalements on accrual basis for the
previous financial year for the programmes under their responsibilty.

At the beginning of cach year, the Managing Authorities shall provide the NAO with
annual management declarations for the previous financial year for programmes uncer
their responsibility. These amual management declarations will address all substantiel
aspects laid out in Annex C.

The exact scope of the reports, statements and declarations referred to in paragraphs (2)
and (3), their templates, methods of preparation, supporting documents and fimelme
shall be defined by the NAO and shall be laid ot in the working arrangements concluded
hetween the NAO and each Managing Authority.

The Managing Awthorities and Intermediate Bodies may be required by the NIPAC and
the Commission to draw up ad hoc, occasional ar periodic reports on implementation of
the programmss under their responsibility. The reports may be presenfed to the
responsible secioral monitoring commitiee for cxamination.

Additioral reporting requirements by the Managing Authorities and Intermediate Bodies
may be set out in the sectoral or fimancing agreements.

Article 63  Reporting requirements from the Audi¢ Authority in indircct management
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by the IPA TII beneficiary

By 15 February of each year, except where otherwise provided for m a sectoral
agreement o a financing agreement, the Audit Authority shall submit to the Commission
and the government of the JPA III Beneficiary, with copy to the NIPAC and the NAQ,
an anrual audit opinion in zccordance with the model set out in Annex E.

By 15 February each year, cxcept where otherwise provided for in a sectoral agrecment
or a financing agreement, the Audit Authority shall submit to the Commission an anmual
audit aclivity report in accordance with the model sct out in Annex D, which supports
th¢ annual audit opinion referred to in paragraph (1).

The dezdline of 15 February from paragraphs (1) and (2) may exceptionally be
postponed by the Commission to | March, upon justified request by an Audit Authority,
except where otherwise provided for in a sectoral agreement or a financing agreement.

Within threc months from the submission by the NAO of a final statement of
expenditure, tie Audit Authority shall send to the Commission an audit opinion on the
final statement of expenditure in accordance with the model set out in Annex ¥,

The audit opinion or. the final statement of cxpenditure shall be supported by the final
zudit activity report according to the model provided by the Commission.

The Audit Authority shall provide the Commission with system audit reports as soon as
the confradictory procedure with the relevant suditees is concluded.

Furlher specific requirements related 10 the reports and opinions of the Audit Authority
may be set out in the sectoral or financing agreements,



SECTION VII FROVISIONS ON  CROSS-BORDER  COOPERATION
PROGRAMMES

TITLE1 GENERAL PROVISIONS
Article 64  Forms of cross-horder cooperation

(1)  Assistance under this Scction shall aim at promoting good neighbourly relations,
fostering Unicn integration and promoting socio-economic development through joint
local and regional initiatives.

(2} Cross-border cocperation shall provide assistance to the following:

{a)  cross-border cooperation between one or more Member States and onc or more
IPA 111 beneficiaries;

() cross-border cooperation between two or more IPA II beneliciarics;

(¢} participation of IPA III beneficiaries in ERDF transnational, and interregfonal
cooperation programmes.,

(3)  This Scction shall apply to cross-border cooperation referred to in point {2)(b). The
programiming ules applicable to the programmes referred to in paragraph 2, points (a)
and (¢}, shall be set up in the financing agreements to be concluded pursuani to Article
5 of the Interreg Regulation.

Article 63 Additional definitions for cross-border cooperation

(1)  For the purposes of this Section the following definitions shall apply:

(=) ‘operation’ means a project, contract, action ar group of projects selected by the
contracting authority of the programme concerned, or under its responsibility,
contributing to the objectives of a thematic pricrity or themalic prioritics to
which it relates;

(b)  ‘applicant’ mears a natural person or an entily with or wilhout Icgal personality
who has submitted an application in a grant award procedure;

{c)  ‘beneficiary’ means a public or private body, responsible for initiating and
implementing operations within a cross-border cooperation programme;

(d}  ‘lead IPA [l beneticiary’ means the IPA TII beneficiary that has been appointed
as leader and therefore hosts the contracting authority for the cross-border
PTOZTANITIE,;

{e)  ‘Cross-Border Cooperation (CBC) Structures’ means the institutions invelved in
the preparation and management of a given CBC programmc in cach of
participating 1PA 1T beneficiaries. The responsibilities of each of the CBC
structures arc defined depending on the management mode.

Article 66 Co-financing
(13 The Union co-finencing rate af the level of each thematic priority shall not be higher

than 85% of the eligible expenditure of a cross-border cooperation programme. For
technical assistance, the Union co-financing rate shall be 100%.



TITLE i  RULES FOR PROGRAMMING

Article 67 I'hematic priorities and concentration of IPA Il cross-border cooperation
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The thematic priorities contaired in Anmex 1T of the JPA III Regulation are grouped in
thematic clusters in the IPA I programming framework to provide morc focused
sssistance. A maximum of two thematic clusters shall be selected by the participating
IPA TII beneficiary for cach cross-border cooperation programme, in addition to tae
‘hematic cluster ‘mproved capacity of regional and local authorities to tackle local
challenges’.

The cross-border cooperation programmes shall also include a specific budget al:ocation
for technical assistance as indicated in Article 73.

Article 68 Geographical coverage

The participating IPA TIL bencficiaries and the Commission shall agree on the list of ehgible
sepions, which shall be included in the relevant cross-border cooperation programme.

Article 69 Preparatiun, assessment, approval and amendment of cross-border

(1)

(2)

(6)

O

(3)

cooperation programmes

Cross-border coopetation arogrammes shall be drawn up in accordance with the model
programme provided by the Commission and shall be prepared jointly by the
participating TPA I beneficiaries.

For cach selected thematic priority, the participating [PA. [Tl benefiviaries shell agrec on
the specific cbjectives, expected results, targets and indicators and the types of acti vities
to be supported including the identification of the main target groups and types of
gpplicant.

The cross-border cooperation prograrnme shall be submitted o the Commission for
approval by electronic means, by the lcad IPA 111 beneficiary.

The Commission shall assess the consistency of cross-border cooperation proprammes
with the 1P'A T1I programming framework and their effective contribution to (ae selected
thematic priorities defined in Annex JII of the IPA 111 Regulation.

The Commission shall make observations within three months of the date of submission
of the cross-border cooperation programme, The participating IPA I beneficiaries shall
provide to the Commission al] necessary additional information and, where appropriate,
revise the proposed cross-border cooperation programme.

Before approving the cross-border cooperation programme the Comunssion has to
ensure that any of its observations have been adeguately taken iato account.

At the initiative of the participating TPA TIT bencficiarics or of the Commission in
agreement with the participating IPA III bereficiaries cross-border cooperation
programmes may be amended.

Requests for amendment of cross-border cooperation programmes submiited by the
participating {PA 1l beneficiarics shall be duly substantiated and shall in particular sct
out the expected impact of the changes to the cross-border cogperation programme on
achieving, its objectives. These requests shall be accompanied by the revised
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programme, Paragraphs (3) to (6) shall apply to amendments of cross-border
cooperation programnes.

The approval of the Comrmission shall not be required for corrections of a purely clerical
or editorial nature that do not affect the implementation of the cross-border cooperation
programme, The participating IPA [l beneficiaries shall timely inform the Commission
of such corrections after they have been carried out.

Amendments can be requested in one or more of the following cases:

(a)  following areview of [PA IIl programming framework leading to changes in the
strategies affecting substantially the cross-border coopcration programmes,
including changes it the location of the contracting authority or in the financial
plan;

(b)  foliowing significant socic-economic changes in the programme area;

{c}  in order fo take account of major changes in Union, IPA 11T beneficiary or
Tegional priorities;

(d)  following the results of the evaluations referred o in Article 35.

Article 70 Bilateral arrangements hetween IPA III beneficiaries for the management

ey

of cross-border ceoperation programmes implemented in indireet
management

In indirect management, the participating IPA I beneficiaries shall conclude for the
whole duration of the cross-border cooperation programme a bilateral amrangement
setting out their respective responsibilities for implementing the relevant cross-border
cooperation programume. L'he bilateral arrangement shall include;

fa)  description of the main implemeniation structures and their roles and
responsibilities;

{b)  description of the management, financial, control and zudit arrangements for the
cross-horder cooperation programme;

(c})  the main implementation procedures including the process for the selection of
operations and the manitering at the level of operations and overall eross-border
cooperation prograinme;

{d)  provisions to ensure the legality and regularity of the expenditures incurred by
the beneficianes, and to ensure that the verifications referred to in Clausc & (1)(h)
and {c} of Annex A are carried out;

(e}  remedial measures in case of implementation difficulties;

(f}  provisions to guarantee the sound financial management of the funds allocated
to the cross-border cooperation programme, and recovery of amounts unculy
paid;

(g)  procedures for exemption of taxes referred to in Article 28;

(h)  details about the financial management of the programme, including payments
between IPA III beneficiaries, record keeping, reporting obligations and
imegularities.



TITLE il  OPERATIONS

Article 71 Selection of operations
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{4)
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Operations selected under a cross-border cooperation programme shall deiiver clear
cross-border impacts and benefits.

Operations under cross-border cooperaifon programmes shall be sclected by the
contracting authority through cal's for proposals covering the whole eligible area.

Participating [PA Il beneficiaries may also identify operations outside call for
proposals. In thal event, fhe operations shall be specifically mentioned in the cross-
border cooperation programme referred o n Article 69.

Operations selected for cross-border cooperation shall involve beneficiaries from at
least two participating IPA I beneficiaries. Beneficiaries shall couperate in the
development and implementation of operations. In addition, they shall cooperaie in
either the staffing or the financing of operations or both.

An operation may be implemented in 8 single participating IPA Il beneficiary, provided
that cross-border impacts and benefits are idertified.

Article 72 Benefiriaries

(1)

@

The beneficiaries shall be established in an IPA T beneficiary participating in the
PIORTAINE.

The beneficiaries shall appoint ove of them as lcad beneficiary. The lead beneficiary
shatl ensure the implementation of the entire operation, menitor that the operation is
implemented in accordance with the conditions sct out in the contract and fay down the
arrangements with other bencficiaries to guarantee the souné financial management of
fhe funds allocated to the operation, including the arrangements for recovering amounts
unduly paid.

Article 73 Technical assistance

(1)

)

Each cross-border cooperation programume shall include 2 specific budget allocation for
technical assistance support, which shall be limited o 10% of the EU contribution to
the cross-border cooperation programme.,

Techpical assistance support may include, inter alia:

(a)  proparation, management, monitoring, evaluation, information, cormunication,
networking, dispute resolution, control and audit activities related to the
implementation of the programme;

(b)  activities to reinforce the administrative capacity for implementing the
progranime;

(¢}  activities for the reduction of the administrative burden for beneficiaries,
including electronic data exchange systems, and activities to reinforce the
capacity of, and exchange best practices between, authorities in the participating
IPA 111 beneficiaries aad of beneficiaries to manage IPA 111 assistance.

()  financing of the Joint Technical Secretariat.



(3} Technical assistance support may also concern preceding and  subsequent
programuing periods,

{4 In accordance with Article 25(2), the expenditure for technical assistance to support
the preparation of a cross-border cooperation programme and the seiting up of
management and control systems may be eligible prior to the signature of the relevant
financing agrecment, contracts and addenda in the cases provided for in Article 27(6)
of the NDICI Regulation.

FITLEIV IMPLEMENTATION
Article 74 Implementation modes

Cross-border cooperation programies shall be implemented in direct management or indirect
management with the lead IPA [Il bepeficiary.

TITLEY  PROGRAMME STRUCTURES AND AUTHORITIES AND THEIR
RESPONSIBILITIES

Article 75 Structures and authorities for CBC management

(1) The following structures refetred to in Article 10 shall be involved in the management of
cross-border cooperation programmes in the IPA 111 beneficiaries:

(2) the NIPACs of the countries participating in the cross-border cooperation
programme and, where applicable, the temritorial cooperation coordinators,
which are jointly responsible for ensuring that the objectives set out in the
proposed cross-horder coopceretion programmes are consistent with the
objectives in the IPA 111 programming framework;

(t) ‘he NAO and the Management Structure of the lead TPA {11 beneficiary when
the cross-barder programme is implemented in indirect management,

{(c) thecrogs-border cooperation structures in all the participating [PA beneficiarics

" which shall cooperate closely in the programming and implementation of the

relevant cross-border cooperation programine. In case of indirect management

the cross-border cooperation structure in the lead IPA III beneficiary shall -

perform the tasks of the Managing Authority. The Managing Authority shall
designate Intermediatc Bodics.

{d) the Audit Authority as referred to in Article 10(1), point (e), when the cross-
border programme is implemented in indirect management with the IPA Ti
beneficiary.

(2) The pariicipating IPA beneficiaries shall establish for each cross-horder cooperation
programme a foint Monitoring Committee (JMC) which shall also fulfil the role of the
sectoral monitoring committee referred to in Article 53.

(3} A Joint Technical Secretariat (JTS) shall be set up to assist the Commission, the
programme Manapement Structures and authorities, and the IMC. The same JTS may
assist in the preparation and implementation of more than one cross-border cooperation
PrOBIAIImes.



Article 76

Cross-border caoperation structures and Managing Authority

{1)  Cross-border cooperation structurcs shall be established within the administration of
cach participating [PA IiI beneficiary to prepare, implement and manage foe cross-
border ceoperation programmes. The same cross-border cooperation structure may be
used for more than one cross-border cooperation programme.

{2)  In indirect management, tae cross-border cooperation structure of the lead [PA IIL
beneficiary performs the tasks of the Manaping Authority.

(3)  The cross-bordet cooperation structures of the participating IPA 11 beneficiaries shall
co-operate closely in tasks of mutual interest. They shall jointly fulfil the following
functions and assume the following responsibilities:

(4)

{b)

(c)

()
{e)

{8
{h)

()

)
k)
&)

prepare the cross-border cooperation programmes in accordance with Article 69,
or revisions thereof,

preparc a hilateral arrangement in accordance with Article 70 in case of indirect
management and ensure its implementation;

cooperate in easuring that the tasks refered to in paragraphs 4 and 5 of thig
Article are fulfilled;

ensure participation to JMC meetings and other bilateral meetings;
rominate their represencative(s) to the JMC;

set up the Joint Technical Secretariat (JTS) and ensure that it is adequately
staffed;

prepare and implement the strategic decisions of the JMC;

suppott the work of the JMC and provide it with the information required to
carry out ifs tasks, in particular data refating to the progress of the operational
programme in achieving the specific objectives and targets per {hematic priotity
a5 set up in the cross-horder cooperation programme;

establish a system to gather reliable information on the czoss-border cooperation
programme’s implementation;

draw up the annual and final implementation reports as referred to in Article 80,
arepare and implement 4 coherent plan on communication and visibility;

draw up an anaual work plan for the TS, 10 be approved by the IMC;

(4} If the cross-border cooperation programme is implemented in indirect management by
the TPA il beneficiary, the Managing Authority shall, in addition to the Provisions in
Clanse 6 of Annex A:

2}

(b)

nominate the voting members of evaluation committee and ensurc that the
cvaluation committee incindes one rore voting member from the non-lead IPA
T beneficiary, while the intermediate bedy for financial management will
nominate, as it is its prerogative, the chair and the secretary of the committee;

Prepare the technical documentation necessary for launching the calls in close
cooperation with the ofher participating [PA TII beneficiary;



3

(¢) Carry out operational follow-up, monitor technical aspects of operations and
confirm that operations have been carried out in close cooperation with the other
participating IPA 11T beneficiary;

If the cross-border cooperation programme is implemented in indirect management by
the lead IPA III beneficiary, and the structures and autheritics identified in Atticle 10(1),
points (a) to (d), cannot carry out the management verifications throughout the
programme area, Lhe participating IPA III beneficiaries shall agres on how such
management verification functions shall be camied cut. The amangements for
conducting such verifications shall be spelled out in the bilateral arrangement referred
to in Article 70.

Article 77 Audit Authority

{1

@

If the cross-horder cooperation programme is implemented in indirect management by
the [PA Tl beneficiary, the Audit Authority for the cross-border cooperation programme
shall be the one from the lead IPA Il beneficiary.

Where the Audil Authonty referred fo in paragraph 1 does not have the authorisation to
directly carry out its functions in the whole territory covered by the cross-border
cooperation programme, it shall be assisted by a groop of zuditors comprising 2
represeniative of each IPA III beneficiary participating in the cross-horder cooperation
programme. The group of auditors shall be chaired by the Audit Authonty of the lead
country. The specific arrangements for conducting such functions shall be spelled out
in the hilateral arrangement referred to in Article 70.

Article 78 Joint Monitoring Committee (JMC)

M

(2)
()

4
&)

(©)
{7)

(3)

The participating IPA 1If beneficiaries shall establish a JIMC no later than six months
from the entry into force of the financing agreement.

Each participating IPA I beneficiary shall appoint its representatives to the JMC.

The JMC shall be composed of representatives of the NIPACs and the territorial
cooperation coordinaters as appropriate, and representatives of the participating IPA 11}
beneficiaries (central, regional, local authorities) including the cross-border cooperation
structures, and where relevant other stakeholders such as civil society organisations.
The Commission shall participate in. the work of the JMC in an advisory capacity.

The non-lead IPA TNI beneficiary shall chair the IMC.

The IMC shall mect at least twice a year. Ad-hoc meetings may &lso be convened at the
initiative of the participating IPA. III beneficiary or the Commission.

The IMC shall adopt its rules of procedurc to be drawn up in consultation with the cross-
horder cooperation structures, the NIPACs and the Commission.

Each participating 1PA 111 beneficiary has equal voting rights regardiess of the number
of representatives it has appointed.
The IMC shall:

(a)  beresponsible for identifying the thematic prionties, specific objectives, target
bencficiaries and specific focus of each call for proposals which shall be
cndorsed by the Commission;



(b)  examine and provide an advisory opinion an the list of operations sciccled
through calls for proposals before the grant award decision. The contracting
authority shall adopt the final decision on the award of grants;

(¢)  review the progress made in relation to achieving the specific objectives,
expected Tesults and targets per thematic prionty as set out in the cross-border
cooperasion programme, on the basis of the information provided by the cross-
border cooperation structures of the participating IPA 1] beneficiaries. Progress
shall be monitored against the indicators set up in the cross-border cooperation
programme;

(d)  examine relevant findings and conclusions as well as proposals for remedial
follow-up actions stemming from the on-the-spot checks, monitoring und
evaluations if available;

(¢)  approve any proposal to Tevise the cross-border cooperation programme.
Whenever needed, it can make propasals to amend the cross-border cooperation
programme as referred to in Article 69(7), to ensure the achicvement of the
objectives of the cross-border cooperation programme and enhance the
efficiency effectivencss, impact and sustainability of the IPA IIT assistance. The
IMC can also make recommendations as to how to impreve the implementation
of the cross-border cooperation programme;,

(f) examine and approve the communication and visibiliry plan for the cross-border
cooperation programme;
{g)  examine and approve the evaluation plan referred to in Article 56(2);

(h)  examine and approve the annual and final reports on implementation referred to
in Article 0,

)] examine and approve the annual work plan of the Joint Technical Secretariat.
(8)  The JMC shall report to the IPA Monitoring Commiltee of the lead IPA 111 beneticiary.

Article 79 .Toint Technical Secrctariat (JTS)

(1) A JTS for each cross-border cooperation programme shall be set up to assist the
Commission, the cross-border conperation structures, the Managing Authority and the
IMC, as applicable. 1t shall be located in the Jead TPA III beneficiary, The JTS may
have an antenna office in the other parficipating IPA 11 beneficiary. The JTS and the
antenna office shall be located in the eligible area, excopt where otherwise agreed with
the Comrnission.

(2)  The operation of the I1'S shall be financed [rom the technical assistance budget.

(3)  The JTS shall comprisc staff members coming from both IPA HI Dbeneficiaries
participating in the cross-border cooperation programme.

(4)  The JTS$ shall be managed by the cross-border cooperation structure of the lead IPA T
beneficiary.

(5}  Each year a work plan for the JTS shall be prepared by the cross-border cooperation
structures and sent o the IMC for examination and approval.

(6)  The JTS shall not participate in or contribute to management verifications and
evaluation commitiees.



{7} The JI'S may be responsible, inter alia, for the following tasks:

(2)
(b)

(d)
@
®

(@

TITLE VI

Article 80

organisc meetings of the IMC, including draft and distribute minutes;

assist potential applicants in partner search and project development, organising
information days and workshops; develop and maintain & network of
stakeholders;

assist beneficiaries and partners in the implementation of operations;

prepare, conduct and report on monitoring activities of cross-border cooperation
operatioss;

establish 2 system for gathering reliable information on the cross-border
cooperation programme implementation;

provide inpuls to anpual and final implementation reports on the cross—border
programine;

plan and implement information campaigns and other activitics rclated to raising
public awareness on the cross-border cooperation programme including the
publication of publicity material on the cross-border programme and
maintenance of the cress-border cooperation programme website.

REPORTING

Anmual and final implementation reperts

(1)  For the purpases of the reporting requirement established under Title 111, the cross-
border cooperation structures shail prepare an annual mmplementation report and a final
implementation report for each cross-border cooperation programme. The final
implementation report may include the Jast annual report, The report shall follow the
model attached to the financing agreement.

2} After examination and approval of the JMC, the reports shall be sent to the NJPAC and
the NAQC, as appropriate, of the lead IPA 11l beneficiary. The NIPAC of the lead [PA Ii
beneficiary shall submit the repoits to the NIPAC of the other participating IPA 111
beneficiaries and to the Commission in accordance to the reporting requirements set out
in Title I11.

SECTION VIl FINAL PROVISIONS

Article 81

Communication

Exchange of information and documents between the Commission and the [PA 1T beneficiary
conceming programming, programmes, and their amendments as well as documentation
relating 1o implementation of programmes shall to the cxtent possible be made by electronic
means. The arrangements concerning the exchange of data shall be agreed between the
Commission and the IPA 11} beneficiary and sct out in the sectoral or financing agreement.



Article 52 Consultation

(1}

(2)

Any question relating to the cxecution oy interpretation of this Agreement shail he
subject to consultation between the Pardes leading, where necessary, to an amendment
of this Agreement.

Where there is a failure 10 carry out an obligation set out in this Agreement which has
not been the subject of remedial measures taken in due time, the Commission may
suspend this Agreement in accordance with Article 90.

The TPA TIT beneficiary may renounce in whole or in part the implementation of IPA III
assistance. To this aim, the 1PA III beneficiary shall provide advance notice of at least
6 months. The Partics shall set out the cetails of the said remunciation in an exchange of
letters or by amencing the relevant financing agreement, as the case may be.

Article 83 Applicable law, seftlement of dispufes

)

)

Any dispute and questions ol inlerpretation arising out of in connection with this
Agreement shall be governed by and construed in accordance with EU law.

If a dispute concerning the interpretation, application or validity of the Agreement
cannot be settied amicably, it shall be settted by arbitration in accordance with the 2012
PCA Arbitration Rules, subject to the following:

a)  Panel composition

For claims of EUR 500 000 or above: the panel shall be composed of three arbitratars.
Each party shall appoint one arbitrator within 40 calendar days after the notice of
arbitration has been sent. The two arbiirators appointed by the parties shall in tum
appoint a third arbitrator 1o act as presiding arbitrator.

For claims below EUR 500 000: the panel shall be composed of ane arbitrator, unless
the parties agree otherwise.

If the panel is not composed within 80 calendar days after the notice of arbitzation 18
send, either party may request the PCA Sccretanat or other mutually acceptable other
neutral autherity to appoint the necessary arbitrator(s).

(v}  Scat
The sex:, of the arbitralion panel shall be The Hague, Netherlands.
{c) Language

The language of tac proceedings shall be English or another mutually aceeptable official
langnage of the Puropean Union. Evidence may be produced in other languages, if
agreed by the parties.

(d)  Procedure

Recourse to interim measurcs, third party inlerventions and amicus curiag interventions
is excluded,

If the panel is requested by a parly to treat information or material confideptially, the
decision shall be nade in form of a reasoned order and after hearing the other party (10
caiendar days to submif observations). The pane. shall weigh the reasons for the request,



the nalure of the information and the right to effective judicial protection. The panel
may in particular

- make disclosure subject to specific undertakings or

- decide against disclosure, but order the production of 2 non-confidential version
or summary of the information or material, containing sulficient information to
enable the other party to express its views in a meaningful way.

If the panel is requested to hear the case in camers, the decision shall be made after
hearing the other party (10 calendar days to submit observations). The panel shall take
into account the reasons for the request and the objections of the other party (if any).

If the panel is requested to interpret or apply European Union law, it shall stay the
proceedings and request the ‘President of the High Court of Paris’ (Président du
Tribunal de grande instance de Paris, “juge d’appui’), in accordance with Articles 1460
and 1505 of the French Civil Procedural Code to request a preliminary raling from the
Court of Justice of the European Union in accordance with Article 267 TFEU. The
proceedings before the arbitral tribunal shall resume once the decision by the juge
d’appui is taken. The decision of the Court of Justice and of the juge d’appui shall be
binding on the panel.

The arbitral award shall be final and binding on the parties and be carried out by them
without delay.

Either party may however request that the award is reviewcd by the The Hague Court
of Appeal {(Gerechtshof Den [aag) on the basis of the applicable national law. Tn this
case, the award shali not be considered final until the end of this procedure. The decision
by the reviewing court shall be binding on the panel.

(e) Costs
The casts of arbitration shall consist of:
- the fees and reasonable expenses of the arbitrators
- reasonable costs of experts and witnesses as approved by the panel and

the fees and expenses of the PCA Sccrctariat for the arbitration proceedings (e.g.
catering, providing for clerks, room, interpretation).

The arbitrators’ fees shall not exceed
- EUR 30 000 per arhitrator 1f the contested amount is below EUR 1 000 000

9% of the contested amount if that amount is above EUR 1 000 000. In any case
the arhitrators” fees shall not exceed EUR. 300 000.

The costs of arbitration shall be bome by the parties in cqual share, unless otherwise
apreed.

‘The parties shail bear their own costs of legal representation and other costs incurred by
them in relation to the arbifration.

4] Privileges and immunities

The agreement to pursue arbitration under the 2012 PCA Asbitration Rules does not
constifute and cannot be interpreted us 2 waiver of privileges or immuonities of any of
the parties, to which they are entitled.



Article 8¢ Disputes with third parties

{1

(2)

Without prejudice to the jurisdiction of any court designated in an IPA [1I-funded
contract as the competent court for dispules arising out of a contract between the parties
o it, the Union shall enjoy in the territory of the Republic of Tidaye immunity from
suit, including arbitration except as provided for in Article 83 of this Agreement, and
iegal process wilh respect to any dispute between the European Commission and/or the
IPA 111 beneficiary and a third party, or between third parties, which directly or
indireetly relate 1o the provision of IPA III assistance to the TPA 11T beneficiary under
this Agreement, except where the Union has expressly waived its mmunity.

The TPA I17 beneficiary shall in any legal or administrative proceedings befcre a court,
tribunal or administrative ‘nstance in the Republic of Tirkiye uphold this immunity and
take a position which fully considers the interests of the Uniox. Where necessary, the
i A 111 bencficiary and the Commission shall proceed with advance consiltations on
the posilion to tale.

Article 85  Notices

M

(2)

Any communication in connection with this Agrecment shall be made in writing and in
the English language. Every communication shall be signed and be supplicd as an
original document, or scanned original document.

Any communication in connection with this Agreement shall 5e sent o the following
addresses:

For the Commission:

European Commission

Dircclorate-General for Neighbourhood and Enlargement Negotiations
Ruc delaLoi 15

B-1049 Brusscls, Belgium

E-mail: NEAR-B@ec.curopi.eun

For the TPA TiT beneficiary:

National JPA Coordinator

Ministry of Foreign Affairs - Directorate for FiJ Affairs
Mustafa Kemal Mah

2082 Cad. No: 5

Amnkara, Tirkiye

E-mail: byahokm{@ab.gov.ir

Article 86  Annexes

The Annexes to this Agreement shall be an integral part of this Agreemaent.

Article 87 Entry intn force

This Agrcement shall enter info foree on the day on which the last of the Parties wnforms the
ather one in writing of its approval in aceordance with the legislation or procedure of the Party.



Article 38 Applicability of the framework agreement for 1PA TI

Framework agreements signed between the Commission and the Republic of Titkiye shall
remain applicable to assistance adopted under previous pre-accession instruments, uniil such
assistance is completed in accordance with the terms of the relevant framework agreements.

Article 839  Amendment

This Agreement shall be reviewed following the mid-term evaluation of the Instrument for Pre-
accession Assistance,

Any amendment agreed to by the Parties shall be in writing and will form part of thig
Agreement. Such smendment shall come into effect in accordance with the procedute set qut
in Article 87. The Commission may change or update unilaterally the Annexes, except for
Annex A.

Article 90 Suspension by the Commission and termination

(1) This Agreement shail be in force for an indefimte period unless suspended by the
Commission or icrminated by written notification by either of the Parties. Suspension
by the Commission shall take immediate effect unless otherwise notified. Termination
shail take effect 3 months after the date of written notification.

(2)  On suspension by the Commission or terrnipation of this Agpreement by cither of the
Parties, any assistance still in the course of execution shall be respectively suspended
by the Commission or terminated except for the respect of acquired rights under specific
IPA. funded contracts.

Article 91 EU restrictive measurcs

(1)  Definitions

(@  "EU Restrictive Measures" meaps restrictive measurcs adopted pursuant to the
Treaty on European Union (TEU) or to the Treaty on the Functioning of the
Furopean Union (TFEU).

(b}  “Restricted Person” mcans any entities, individuals or groups of individuals
designated by the EU as subject {o the EU Restrictive Measurcs!”.

(2)  Inall their relations, the Parties recognise that under KU law no EU funds or economic
resoutces are to be made available directly or indirectly to, or for the benefit of,
Restricted Persons.

(3}  The IPA I Beneficiary shall ensure that no transaction subject to a verified hit against
the EU sanctions list shall benefit directly or indirectly from EU funding. The IPA 1II
Beneficiary commits to ensure this obligation:

(a) by screening for hits against the EU sanctions list, before entering into, and
before making payments under, the relevant agreements, each Contractor, Grant
Beneficiary, and Final Recipient with whom the IPA. III Benefi clary has or is

www sanctionsmap.cu. The sanctions map is an IT tool for Identifying the sanctions regimes. The seurce
of the sanctions stems from legal acts published in tae Official Joural of the European Union (OT). In
case of discrepancy between the published legal acts and the updates on the website it is the OJ version
that prevails.



expected to have a direct contractual relationship (direct recipient}, so as io
assess whether such recipient is a Restricted Person.

(b) by screening or through other appropriate means (that may include an cx-post
verification) on a risk based approach basis, that o entity that would indirectly
receive BU funding is a Restricted Person.

{(4)  In the event that [PA ITT Bencficiary assesses that any of the recipients (direct or
indircet) of the BU finding is a Restricted Person, IPA T1T Beneficiary shall promptly
inform the Commission.

(5)  Without prejudice ‘o the obligation in point 3 above, should the Comumission assess that
the use of Unioa financial assistance under IPA TIT results or has resulted in a breach of
B restrictive measures, the corresponding amounts shall not be eligible for the Union
financial assistance under IPA TIL This is withoui prejudice ta any rights thai the
Commission may have to suspend ot terminaic the actjon affected by such breach, to
recover any EU funding contributed by the Commission, or to suspend or terminate this
(inancial framework partnership agreement.

(6)  The determination of remedial measures will be made in accordance with the principle
of proportionality. Remedial measures shall apply only to the EU funding mads
available to, or for the benefit of, a recipient for the period during which it remained a
Restricied Person.

(7)  This clause is without prejudice to the exceptions contained m the EU Resirictive
Measures.

This Apreement is drawn up in two original copies in English language.

Signed, for and on behelf of the government of the Republic of Tirkiye, Ankara on

{F.10 . 2021

Mr Faruk Kaymakel

Deputy Minister of Foreign Affairs and Director for EU Affairs, National IPA Coordmator

Signed, for and on behell of the Commission, in Brussels on é / 4&’/) Zoly

by //("/A

Ws Hennke Traotmann

Acting Directar



ANNEX A

Functions and responsibilities of the structures and authorities
established pursuant to Article 10 in
indirect management by the IPA 11 bencficiary

Clause 1 General provisions

(1)  Functions and responsibilities of the structures and antherities established pursuant to
Article 10 in indirect management by the IPA 11T beneficiary, which are laid down in
this Annex, arise from the provisions of this Agreement.

(2)  The detafls on how those functions and responsibilities are exercised in practice may be
further defined in:

(2)  sectoral apreements, concluded pursuant to Article 9;
(b) financing agreements, concluded pursnant fo Article &;

(c}  bilateral arangements between IPA 1T beneficiaries for the management of
cross-border cooperation programmes implemented in indirect management,
concluded pursuant to Article 70;

(&)  formal working arrangements detailing the rights and obligations of the structurcs
and authorities, eoncluded pursaant to Article 11{(3), point (a);

(e)  setup ofthe intemal control system, pursuant to Article 12(3}, point {a);

(fy  any other rclationship.whi:ch includes these structurcs and anthorities, which is
relevant for implementation of the IPA TIT assistance in indircet management by
the IPA 111 beneficiary.

(3)  The sourccs listed in paragraph 2 may contain additional [unctions and responsibilities
of the structures and authoritics established pursuant to Article 10.

Clause 2 All structures and authaorities

The structares and authorities established in the IPA III beneficiary pursuant to Article 10(1),
points {a) to (d), shall, within theit respective mandates and competences, exercise the following
functions and responsibilities:

(1)  apply and promote the principles to Unfen financial assistance under [PA I, in
accordance with Article 5(2);

{2)  ensure legality and regularity of transactions under their responsibility;



3)

“)

(3)

{6)

(7)

(8)
&)

(10)

(n

(12)

(13)

(14)

(15)

(16)

17

(18)

respect the principles of sound financial management, iransparéncy and nen-
discriminafion, in accordance with Article 12{2);

ensure a level of protection of the financial interests of the European Union equivalent
to the one that is provided for when the Commission truplements the IPA [II funds
directly, in accordance with Arficles 12(2} and 12(3);

maintain compliance with the internal control framework, in accordance with Annex B;
ensure internal audit of their siructures and business processes;

supervise subordinate entities;

ensure and respect adequate sepregation of duties;

put in place effective and proportionate measures to combat irregularitics, fraud,
corruption and conflict of infercst, in accordance with Article 51;

ensure that the agents or representatives of the Commission, including OLAF, can
inspect all relevant documentation and accounts pertaining fo items financed from IPA
I11, in accordance with Article 50(4);

assist the Furopean Court of Auditors to carry out audits relating to the use of IPA IIT
assistance, in accordanes with Article S0(4);

ensure protection of personal deta equivalent to that referred to in Regulations (EU)
2018/1725 and (EU) 2016/679, in accordance with Article 12(3), point (f), and Article
25;

ensure publicity, transparency, strafegic communication and visibility of [PA I
assistance, in accordance with Article 12(2) and Articles 23 and 24;

facilitate with responsible authorities of the IPA H! beneficiary granting of facilities for
the implementation of actions and execution of contracts, and application of rules on
taxes, custom duties and other fiscal charges, in accordance with Articles 27 and 28;

participate in the monitoring committees and provide them with all information
necessary to support their work, in accordance with Axficles 52, 53 and 78;

support evaluation assignments and facilitate the access to data and relevant information
necessary for evaluations to be carried out, in accordance with Articles 55 and 56;

retain documents and information to ensure a sufficiently detailed audit trail, m
accordance with Atticles 32 and 49;

take all other necessary steps to facilitatc the implementation of IPA. 1 assistance, in
accordance with Arficle 6{1), point {d).



Clause 3 The National IPA Coordinator (NIPAC)

(0

{2}

()

4

The NIPAC shall have a general coordination role of IPA III assistance in the IPA 11
beneficiary, in accordance with Article 6.

"The NIPAC shall bear averall responsibility for programming of the ussistance by the
IPA 11} beneficiary. In that coniext, the NIPAC shall:

(@  ensure close link between the use of IPA assistance and the general accession
precess, in accordance with Article 6{1), point {a);

(b)  coordinate preparation and submit to the Commission a strategic response, in
accordance with Article 16(3);

{c}  coordinate preparation of action documents, in accordance with Atticle 16{3);

(d)  coordinate preparation of programming documents of operational programmes in
accordance with Article 16(5) and cross-border cooperation programmmes in
accordance with Article 69;

{e}  coordinate preparation of programme amendments, in accordance with Articles
17 and 69, cxcept for [PARD III programmes, for which the IPARD Managing
Authority shall propose amendments to the Commission, with a copy to the
NIPAC.

{y  submit major projects to the Commission for assessment, in accordance with
Article 16{6);

(g)  ensure that the relevant public authorities and stakeholders, such as economic,
social and environmental pariners, civil society erganisations and local
authorities are duly consulted and have imely access to the relevant information
related to IPA I assistance, in accordance with Article 16(4),

The NIPAC shall be responsible for the following management and control tasks:

{2)  estahlishment, functioning and participation of stakcholders in monitoring
committees, in accordance with Atticles 52, 53 and 78;

(b)  evaluation activities and access to data in the IPA 111 beneficiary, in accordance
with Articles 35 and 36.

The NIPAC shall comply with (he repotting requirements taid down in Articles 59 and
60.

Clause 4 The Nationat Authorising Officer (NAO)

(1)

)

The NAO shall bear the overall responsibility for the financial management of IPA 111
assistance in the IPA 11 beneficiary and for legality and regularity of expenditure.

The NAO shall bear the overall responsibility for setting up and functioning of the IPA
[ management and centro}l system in the A NI bencficiary. To that effect, the NAQ
shall:
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(a)

(d

(&)

(e

(@)

prepare and submit to the Commission a request for entrusting the IPA. 111
beneficiary with budget implementation tasks for 2 given programme, in
accordance with Articles 13(1) and 13(2);

inform the Commission without delay of any substantive changes fo the systerns,
rules or procedures that relate to the budget implementation tasks entrusted to the
IPA il beneficiary, in accordance with Article 12(4);

monitor the continned fulfilment by the stuctures and authorities of the
requirements of Articles 12(2), 12(3) and Annex B;

inform the Commission, with copy to the NIPAC and the Audit Authority, of any
failure to satisfy these requirements, and take any appropriats safeguard measures
regarding payments made or contracts signed, in accordance with Article 14(1);

take all necessary steps in order to ensure the renewed fulfilment of the
requirements of Articles 12(2) and 12(3) and Annex B.

take account of the results of all external verifications and audits related to the
IPA HI manasement and control system, incheding those carried out by the Audit
Authority, the Commission or the European Court of Auditors, and coordinate
preparation and implementation of related action plans, with a view fo improve
the compliance and effectiveness of the IPA 1T management and control system,

ensure investigation and effective treatment of suspected cases of irregularities,
fraud, corruption and conflict of interest, and the functioning of a related control
and reporting mechanism, in accordance with Article 51(2), (3) and (4);

grant the anti-frand coordination service referred to in Adicle 50(2) the
possibility to report suspected irregularitics and fraud directly and maintain a
regular dialogue on frregularity reporting with that service, in order to prevent
double reporting of cases or failure fo report.

In the aren of financial managemecnt, the NAO shall:

(a)

{b)
(€}

@

(€)

set up an accrual based accounting system to record and store, in electronic form,
accurate, complete and reliable accounting records for cach TPA TH
programme/action/operation implemented in indirect management by the IPA Tl
beneficiary, in accordance with Article 58(2);

prganise and manage the system of eurc accounts;

send to the Commission a forecast of likely payment requests, in accordance with
Article 33(3);

send to the Commission payment requests and receive payments from the
Commission, in accordance with Articles 33, 34, 35 and 36.

ensure existence, correctness and availability of co-financing elemenis;



@

(Y  make funds received from the Commission and public co~financing available to
Intermediate Bodies for financial management for further transfer to the
recipients of [PA TII assistance;

{g)  ensure cxistence and availability of sufficient resources fo copc with possible
shortages due fo late transfer of funds from the Commission or recovery orders
issued by the Commission, in accordance with Article 33(8);

(h)  perform currency exchange operations where necessary;
()  make financial adjustrgents, in accordance with Article 41;

(1) provide comments and information in the procedures for financial corrections, in
accordance with Article 44;

{k)  provide observations on the Commpission's intention to imerrupt or suspend
payments in accordance with Articles 38 and 39, and take remedial measures
where necessary,;

{)  retum funds to the Union budget following recovery orders issued by the
Commission, in accordance with Articles 40 and 46;

The NAO shall comply with reporting requirements laid down in Article §1.

Clause 5 The Mzanagement Strocture (MS), the NAO Support Office (NAOSO) and

(1)

@

(3)

4

)

the Accounting Body (AB)

The Management Structure shall be composed of the NAO Support Office and the
Accounting Body.

The Accounting Body shall be located in the ministry of the IPA III beneficiary with
central budgetary competence and shalt act as cenlral treasury entity.

The NAO Support Office shall support the NAQ in executing tasks laid down in Clause
42) '

The Accounting Body shall support the NAQ in cxecnting tasks laid down in Clause
4(3) and Article 61(5).

The NAO Support Office and the Accounting Body shall co-operate with a vicw to
ensure compliance, integrity, effectiveness and efticiency of the management, control
and financial management system set up for implementation of IPA Il assistance in the
[PA TH beneficiary.

Clause & The Managing Autharity (MA)

M

The Managing Authority of each programme shall be responsible for the overall
managemenl of the programme.



2)

(4

)

{6)

7

(8)

'"The Maraging Authority shall designate one or more Intermediaic Bodies Lo carry ont
the tasks of financial management of the programme (Intermediate Bodes for financial
management).

The financial management tusks shall be segregated from the Managing Authority. The
Tntermediate Body for financial management shall take financial decisions within the
programme avtonomously.

The Managing Authority shall supervise the performance of Intermediate Bodies for
finzncial management, with due respect to their autonomy in taking finarcial dectsions
within the programme.

The Managing Authorily of a programme may designate one or more Intermediate
Bodies to carry out the tasks of maoagement of the policy area for which they are
responsible in the system of govemment or administration of the IPA IIT beneficiary
(Intermediate Bodies for policy management).

The Managing Authority shall supervise the work of Intermediate Bodies for policy
management.

In order to manage proprammes effectively, the Managing Authority may carry out the
tasks identified in Clauses 2, 3(2), 3(3), 4(2) and 7(2) &l programme level, as applicable.

The Managing Authorily shall comply with reporting requirements laid down in Article
62.

Clavse 62 IPA Rural Development (1PARD) Managing Authurity

)
(2)

(3)

The IPARD Managing Authority shall be responsible for prepating and implementing
the IPARD Ii[ programme, Lo be further detailed in the sectoral agreement.

The IPARD Managing Authority shal! carry outl its fanciions with a view to the effective
implementation of the TPARD L[ programme.

In accordance with Article 10{1), point (d), it shall ulso be respansible for:

(a) drafting the [PARD IIT programmie and any amendments to it, includiog those
requested by the Commission,

(b) the controllability and verifiability of the measures, to be defined in the IPARDY Tl
pregramme in cooperation with the IPARD Agency;

(¢} the selection of measures under each call for applications under the TPARD 111
programme and their timing, the eligibility conditions and fhe financial allocation
per measure, per call. The decisions shall be made in agrcement with the [PARD
Ageney;

{d) ensuring that the appropriate national legal basis for PARD 11T implementation is
in place and updated as necessary,

(¢) assisting the work of the sectoral moniforing committec as referred to in Article 33,
notably by providing the documents necessary for moniloring the quality of
implementation of the [PARD III programme.



(4

(6)

M

8

)

The [PARD Managing Authority shall set up a reporting and information system o
gather financial and statistical information on progress of the TPARD TII progranune,
also on the basis of information Lo be provided by the IPARD Agency, and shall forward
this data W the IPARD I monitoring comittee, in accordance with arrangements
agreed between the Republic of Tirkiye and the Commission, using where possible
computerised systems permitting the exchange of data with the Commission and linked
to the reporting and information systcm to be set up by the NAO,

The reporting and information system should contributc to the annual and final

+  implementation reports referred to in Article 59.

The IPARD Managing Authority shall propose amendments of the IPARD IH
programme to the Commission, with a copy to the NIPAC, after consultation with the
IPARD Agency, and following agreement by the IPARD Il monitoring commmittes, The
IPARD Managing Authority shall be responsible for emsuring that the relevant
suthorities are informed of the need to make appropriate administrative changes when
such changes are required following a decision by the Comrmission fo amend the IPARD
HI programme.

Each year, the TPARD Managing Authority shall draw up an action plan for the intended
operations under the Technical Assistance measure, which shall be submitted to the
IPARD 111 monitoring comimittee for agreement.

The IPARD Managing Authority shall draw up an evaluation plan in accordance with
Article 56. It shall be submitted to the sectoral menitoring committee as referred to in
Article 53 not later than one year after the adoption of the IPARD HI programme by the
Commission. Tt shall report to the IPARD III monitoring committee and to the
Commission on the progress made in implementing this plan.

The IPARD Managing Authority shall draw up a coherent plan of visibility and
communication activities in aceordance with Articlc 24 and shall consalt and infoun the
Commission, having taken advice ffom (he sectoral monitoring committee. The plan
shall in particular show the initiatives teken and those to be taken, with regard to
inforzning the general public about the role played by the Union in the IPARD HI
programme and its results.

When a part of its tasks is delegated to another body, the IPARD Managing Authority
shall retain full resporsibility for the management and implementation of those tasks in
accordance with the principle of sound financial management,

Clause 6b  IPA Rural Development (IPARD) Agency

(1)

The IPARD Agency shall be allocated the functions and responsibilities to be further
detailed in the sectoral agreement. :

Tn accordance with Article 10(1), it shall also be responsible for:

(a) providing a confirmation to the Managing Authority on the controllahility and
verifiability of the measures in the [PARD Il programme;

{b} making calls for applications and publicising terms and conditions for cligibility
with prior agreement with the Managing Authority on the issues rajsed in Clauses
63)(c) and B(2)C);



(2)

()

{c) selecting the projects to be implemented;

{d) laying down contractual obligations in writing between the [IPARD Agency and the
recipients, including information on possible sanctions in the event of non-
compliance with those obligations and, where necessary, the issue of approval to
commence work. The IPARD Agency may continue to contract or enter into
commitments under this Agreement for a specific measure up to the dafe when the
Republic of Tiirkiye starts to contract or 1o enter into commitments for this measure
under any seccessar [PARD 1T programme;

(¢) follow-up action to ensure progress of projects being implemented,
{f) reporting on progress of measures being implemented against indicators;
(2) ensuring that the recipient is made aware of the Union's contribution fo the project;

(h) ensuring irrcgularity reporting at national level;

(i) ensuring that the NAO, the Managemeni Structure and the IPARD Managing
Authority receive all information necessary for them to perform their tasks;

(i) ensuring compliance with the obligations concerning publicity referred to in Article
23,

In respect of investments in infrastructure projects of a type that would normally be
expected to generate substantial net revenue, the IPARD Agency shall assess, prior to
entering info contractual arangerments with a potential recipient, whether the project is
of this type. Where it can be concluded that it is, the IPARD Agency shall cnsure that
the public aid from afl sources does not exceed 50% of totai costs related to the project
and considered as eligible for Union co-financing.

The IPARD Agency shall ensure that for any project under the [PARD I programme
the accumulation of public aid granted from all sources does not exceed the maximum
ceilings for public expenditure.

Clause 7 The Intermediate Body for policy management (1BFM)

(M

()

Where designated, the Intermediate Body for policy management shall support the
Managing Authority in all matters for which it is responsible in the system of
government or administration of the IPA IiI beneficiary.

Where designated, the Intermediate Body for pelicy management shall provide technical
expertise 1o lhe programming, implementation, management and control of the
programue. [n this context, the Intermediate Body for policy management ghall:

(d)  propose operations for financing and draft programming documents;

(b)  prepare technical documentation necessary for launching calls for tender and
calls for proposals and assist in preparation of replies to requests for clarification;

(c)  nominate voting members of evaluation committces;

(d)  set up a team of experts, or support the Managing Autherity in setting up such 4
team, to absorb outpuls of the actions and contracts under implementation;



{e)}  monitor technical aspects of actions and contracts;

{)  confinn that the confracted services have been provided, supplies have been
delivered and installed, works have been finalised and actions have been carned
out;

()  perform any other fask or support any other request which depends on technical
expertise of the Intermediate Body for policy management.

Clanse 8 The Intermediate Body for financial management (IBFM)
(1) Inco-cperation with other structures and anthorities, the Infermediate Body for financial
management shall:

{(8)  ensure that the activities are proposed for funding in accordance with the
procedures and eriteria applicable to the programme, action, call for tender and
call for proposals;

(b) perform monitoring at contract level, inchuding administrative, financial,
technical and physical aspects of contract execution,;

(¢)  venfy that the paymenis fo recipienis comply with the Union and IPA. 11T
beneficiary law, programme requirements and contract conditions;

(2) The Intermediaie Body for financial management shall autonomeusly perform the
following tasks:

(a)  menage procurement procedures, grant award procedures and other contracting
procedures, in accordance with Article 18, 19 and 22;

(b}  ensure that the activities are selected for funding i accordance with the
procedures and criferia applicable to the programme, action, call for tender and
call for proposals;

{c)  conclude contracts and addenda;

{(d)  authorise payments to the recipients of IPA. III assistance;

(e)  authorise recoveries from the recipients of IPA III agsistance.

Clause 9 The Audit Authority (AA)
(1) The IPA IIT beneficiary shall provide for the Audit Authonily, which shall be & public
entity {unctionally independent from the structures and suthorities referred to in Arficle

10{1}, poinis (&} to (d). The Audil Authority shall enjoy necessary financial autonomy.

(2)  The head of the Audit Authority shall possess adequate compefence, knowledge and

experience in the field of audit to carry out the required tasks.



)

4)

(5)

Audit work dene by the Audit Authorly shall be carrded out I accordance with
infernationally accepted audit slandards. It shell include systems audits, audits on
operations and sudits of accounts.

By the end of November each year, the Audit Authority shall provide the Commission,
with a copy ta the NAO, an audit strategy based on a risk asscssmert, in accordance with
the modet set ot in Annex G. The audit strategy shall cover the three following financial
vears and shall be updated ennuslly. Further specific requircments for the audit strategy
may be set out in the sectoral or financing agreements.

The Commission may provide further guidance on the methodology for the audit work,
reports and opinions,

The Audit Authority shall comply with reporting requirements leid down In Asticle 63.



ANNEX B

INTERNAL CONTROL FRAMEWORK
The components, principles and characteristics

of the IPA IIT internal conirol framework
in indirect management by beneficiary countries

I. CONTROL ENVIRONMENT

The contrel environment i3 the sct of standards of conduct, processes, and structures that
provide the basis for carrying out internal control across an crganisation'’. The senior
management'® set the tone at the top for the importance ol internal control, including expected
standards of conduct.

I, The organisation demonsirales a commitment to integrity and ethical values.

Characteristics:

1.1, Tone at the top. All management levels respect integrity and cthical values in their
instructions, actions and behaviour,

[.2. Standards of conduct. 'The integrity and ethical values arc sel out in standards of conduct
and understood at all lovels of the organisation, as well as by outsourced service providers
and beneficiarics.

1.3, Alignment with standards. Processes are in place to assess whether individuals and
cntities are aligned with the standards of conduct and to address deviations in a timely
manner.

2. The scnior management exercises oversight of the development and performance of
internal control.

Characteristics:

2.1, The senior management oversees the governance, risk management and internal contral
pracfices and takes overall responsibility for management af lower levels. This happens
through the use of appropriate working arrangements and communication channels.

2.2. Each manager oversees the internal control systems within their entity. Fach manager

oversees the development and performance of intemal control. They are supported in this
task by internal conirol coordinators.

"# [n this Annex organisation means the whole system established in a bonclisiary country for management and
control of [P A T
¥ ln this Annex senior menagement comprises the NAO and tae heads of Managing Authority.
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2.4.

Each senior manager provides a declaration of assurance on the appropriate atlocation
ofrosources and their use for their intenced purpose and i accordance with the principles
of sound financial management, as well as on the adequacy of the control procedures in
pLace.

The internal control coordinators play a key role by coordinating the preparation af the
declaraiions of assurance.

Management establishes structures, reporting lines, and appropriate authorities
and responsibilities in the pursuit of objectives.

Characteristics:

3.1, Management Structures are comprehensive. The design and implementation of
management and supervision structures cover all policies, programmes and aciivilies.
They cover all expenditure types, delivery mechanisms and entinies in charge of budget
implementation to support the achievement of policy, operationa’ and control objectives.

3.0, Authorities ard responsibilities. Scnior managers, as appropriate, delegate authority and
use appropriate processes and technology to assign responsibility and segregate duties as
necessary at the various Ievels of the organisation.

3.3, Reporting lines. Senior managers design and evaluate reporting lines within entities to
cnable the execution of authority, fulfilment of responsibilities, and flow of information.

4.  The organisation demonstraies a commitment to aitract, develop, and retain
competent individuals in alignment with objectives.

Characteristics:

4.1. Competence framework Entities define the compelences necessary to support the
achievement of abjectives and regularly evaluate them across e organisation, takdng
action to address shortcomings where necessary.

42, Professional development. Balities provide the training and coaching needed to attract,
develop, and refain a sufficient number of competent staft.

43. Mobilizy. Entities plan staff mobility to strike the right balance between continuity and
renewal,

4.4. Succession planning and deputising errangements for operationd: activities and financial
iransactions are in place to ensure continuity of operations.

S, The organmisation holds individuals accountable for their internal contral

responsibilities in the pursuit of abjectives.

Characteristics:



52,

5.3

Enforcing aceowntability. The organisation defines clear roles and responsibilities and
holds individuals accountable for the performance of intemal control responsibilities
actoss the organisation and for the implementation of corrective action as necessary.

Staff appraisal. Staffefficiency, abilities and conduct in the service are assessed annually
against expected standards of conduct and set objectives. Cases of underperformance are
appropriately addressed.

Staff promotion. Promotion is decided after consideration of the comparative merits of
eligible staff taking into account, in particular, their appraisal reports.

II. RISK ASSESSMENT

Risk assessment is & dynamic and iterative process for identifying and assessing risks, which
could affect the achievement of objectives, and for determining how such tisks should be
managed,

6.

The organisation specifies objectives with sofficient elarity to cnable the
identiffcation amd assessment of risks relating to objectives.

Characteristics:

6.1.

6.2.

6.3.

6.4.

6.5.

6.6.

Mission. The cnfities have up-to-date mission statements thal arc alipned across all
hicrarchical fevels, down to the tasks and objectives assigned fo individual staff members.
Mission statements are aligned with the entities' responsibilities and the policy objectives.

Objectives are set at every level. The entities' objectives are clearly sct and updated when
necessary (¢.g. significant changes In priorities, activities or the organigram). They are
consistently filtered down to the various levels of the organisation, and are comrmunicated
and understeod by management and staff,

Objectives are set for the most significant activities. Objectives®™ and indicators® cover
the entity's most significant activities contributing to the delivery of priorities as well as
upcrational management.

Ohjectives form the basis for committing resources. Management uses the objeclives set
as a basis for allocating availubie resources as needed to achieve policy, operational and

financial performance poals.

Financial reporting objectives. Financial reporting objectives are consistent with the
accounting principles required by the Commission.

Non-financial reporting objectives. Non-financial reporting provides mapagement with
accurate and complete information needed to manage the organisation at all levels.

i Objectives must be SMART.
A Indicators must be RACER.



6.8.

Risk tolerance gnd materiality. When sefting objectives, management defines the
acceptable levels of variation relative to their achicvement (tolerance for risk} as well as
the appropriate Jevel of materiality for reporling purpeses, taking into account cost-
effectiveness.

Monitoring. Setting objectives and performance indicators make it possible ic monitor
progress towards their achievemnent.

The orgamisation identifies risks to the achievement of its objectives and analyses
risks as a basis for determining how the risks should be managed.

Characieristics:

71

1.2

Risk identification. Each enlity identifies and assesses risks at various organisational
levels, analysing internal and external factors. Management and stff are involved in the
process al the appropriate level.

Risk assessment. ‘The enfity cstimates the significance of the risks identified and
determines how to respond to significani risks considering how cach one should be
managed and whether {o accept, avoid, reduce or share the risk. The intensily of
mitigating controls is proportional fo the significance of the risk.

Risk identification and risk assessment are infegrated into the annual planning and are
regularly monitored.

The organisation considers the potential for fraud in asscssing risks to the
achievement of objectives.

Characteristics:

AR

Risk of fraud. Therisk ideniification and assessment procedures (see principle 7) consider
possible incentives, pressures, opportunitics and attitades which may lead to any type of
frand, notably fraudulent reporting, loss of assets, disclosure of sensitive information and
corruption.

Anti-fraud strutegy. The organisation as a whole and each cntity set up and implement
tneasures to counter frand and any illegal activities affecting the financial interests of the
EU. They do this by putting in place a sound anti-fraud strategy to improve the prevention,
detection and conditions for investigating fraud, and to set out reparation and deterrence
measures, with proportionate and dissnasive sanctions.

The organisation identifics and assesses changes that could significantly impact the
internal control system.

Charactenstics:

9.1

Assess changes. The risk identification process considers changes in the internal and
external envirenment, in pelicies and operztional priorities, as well as in management’s
attitude towards the infernal control system.



11 CONTROL ACTIVITIES

Control activities ensure the mitigation of risks related to the achievement of policy, operational
and internal control objectives. They are performed at all levels of the organisation, at various
stages of business processes, and across the technology environment. They may be preventive
or detective and encompass 4 range of manual and automated activities as well as segregation
of duties.

10. 'The organisation selects and develops control activities that comtribute to the
mitigation of risks fo the achievement of ohjectives to acceptable levels.

Characteristics:

10.1. Control activitics are performed to mitigate the ideniified risks. They are tailored to the
specific activities and risks of each entity and their inlensity is proportional to the
underlying risks.

10.2, Control activities are integrated in u conirol strategy. The control strategy includes a
variety of checks, including supervision arrangements, and where appropriate, should
include a balance of approaches to mitigate risks, considering manual and automated
controls, and preventive and detective controls.

10.3. Segregation of duties. When putting in place control mensurcs, management considers
whether dulies are correctly divided between staff members to reduee risks of error and
mappropriate or frandulent actions.

10.4. Business continuity plans hased on a business impact analysis are in place, up-to-date and
used by trained staff to ensurc that the organisation is able to continue working to the
extent possible in case of a major disruption. Where necessary, business continuity plans
must include coordinated and agreed disaster recovery plans for time-sensitive supporting
infrastructure {e.g. 1T systems).

11.  The organisation selects and develops general contrel activities over technology to
support the achievement of objectives.

Characterstics:

1LY Control over technology. In order to cnsure that technology used in business processes,
including automated conirols, is relisble, and taking into account the overall corporate
processes, entities select and develop control activities over the acquisition, development
and maintenance of technology and related infrastruciore.

11.2. Security of IT systems. Entities apply appropriate controls to ensure the security of the IT
systems of which they are the system owners. They do so in accordance with the IT
security govemance principles, in particular as regards data protection, professional
secrecy, availability, confidentiality and integrity.

12.  The organisation deploys control activities through corporate policics that establish
what is expected and in procedures that put policies into action.



{haracteriztics:

12.1. Appropriate control procedures ensure that objectives are achieved, The control
procedures assign responsibility for centrol activities fo the entity or individual
responsible for the risk in question. The staff member(s) put in charge perform the control
achivities in a tmely menner and with due diligence, taking corrective action where
nceded. Management periodically reassesses the control procedures Lo ensure that they
remain relevant,

12.2. Exception reporting is one of the management tools used to draw conclusions about the
effectiveness of internal contro] and the changes needed in the internsl control system. A
systern is in place 1o ensure that all instances of overricing confrols or deviations from
csiablished processes and procedures are decumented in exception reports. All instences
must be justified and approved before action is taken, und logged centrally.

12.3. The impact assessment and evaluation of expenditure programmes, legisiation znd other
non-spending activities are performed in accordance with legal requirements and best
practices, to assess the performance of BU interventions and analyse options and related
impacts on new initiatives.

IV. INFORMATION AND COMMUNICATION

Information is necessary for the organisation to carry out mtemel contral and 1o support the
achicvement of objoctives. There is extemal and internal comsmunication. Lxternal
communication provides the public and stakeholders with information on the orpanisation's
objectives and actions. Tntemal communication provides staff with the information it needs to
achicve ils objectives and to carry out day-to-day controls.

13. The organisation obtains or generates and uses relevant quatity information to
suppori the functioning of internal control.

Characeristics:

13.1. Information and document management. Entities identify the information required to
support the functioning of the internal control system and the achievement of abjectives.
Information systems process relevant data, captured from both internal and cxlernal
sources, to obtain the required and expected quality mformation, in compliance with
applicable security, docurnent management and data protection rules. This (nformation is
produced in & (imely manner, and is rcliable, current, accurate, complote, accessible,
protecled, verifiable, filed and preserved. It is shared within the organisation in line with
prevailing goidelines.

14. The orpanisation internally communicates information, including objectives and
responsibilities for internal control, necessary to support the functioning of infernal

cosutrol.

Charactenstics:



14,1, Internal communication. The entities communicale internally about their objectives,
challenges, actions taken and results achieved, including but not limited to the objectives
and responsibilities of internal control.

14.2. Separate communication lines, such as whistleblowing hotlines, arc in place at
organisation leve] to ensure information flow when normal channels are ineffective,

15.  The organisation communijcates with external parties about maiters affecting the
funetioning of internal control,

Characteristics:

15.1. Externcl communication. All entities ensure that their extemal communication is
consistent and relevant to the andience being targeted. The organisation establishes clear
responsibilities to align entities' communication activities with the organisation’s
priorities and narrative.

15.2. Communication on internal controf. The orpanisation communicates with extemal parties
on the functioning of the components of intetnal control. Relevant and timely information
is communicated externally, taking into account the timing, audicnce, and naturs of the
communication, as well as fegal, regulaiory, and fiduciary requirements.

V. MONITORING ACTIVITIES

Continuous and specific assessments are used (o ascertain whether each of the five components
of inlemal control is present and functioning. Continuous assessments, built info business
processes al different levels of the organisation, provide timely information on any deficiencies.
Findings are assessed and deficiencies are communicated and corrected in a timely marnner,
with serious matlers reported as appropriate.

16.  The organisation selects, develops, and performs ongoing or specific assessments to
ascertain whether the components of internal control arc present and functioning.

Characlerstics:

16.1. Continuous and specific assessments, The entities continuously monitor the performance
of the internal control system with tools that make it possible to identify internal conirol
deficiencies, repister and asscss the results of controls, and control deviations and
exceptions. Ongoing assessments are built mio business processes and adjusted to
changing conditions. In addition, when necessary, the entities cary out specific
assegsments aud internal audit, taking into account changes in the control environment.

16.2. Sufficient knowledge and information. Staff performing ongoing or specific assessments
has sufficient knowledge and information to do this, specifically on the scope and
completeness of the results of controls, control deviations and exceptions,



16.3.

17,

Risk-based and periodical assessments. The entities vary the scope and frequency of
specific assessments and iniernal audit depending on the identified risks. Specific
assessmenis and internal audit arc performed periodically to provide objective feedback.

'fhe organisation ussesses and communicates internal vontrol deficiencies in a timely
manner to those parties responsible for taking corrective action, including senior
management,

Characterislics:

17.1.

17.2.

Deficiencies. With the suppori of intemal control coordinators, the mznagers consider the
results of the assessments of how the internal control system 1s functioning withia the
enlity. Deficiencies are communicated to management and to the entities responsible Tor
taking corrective action,

The term ‘internal controf deficiency’ means a shorfcoming in a component or
components and relevant principle(s) that reduces the likelihood of an entity achicving it
obijectives. There is a major deficiency in the internal control system if management
determines (hat a component and one or more relevant prnciples are not present or
functioning or that components are not working fogether. When a major deficiency exists,
{he anager cannot conclude that il hus met the requirements of an effeciive system of
internal control. To classify the severity of intcrnal control deficiencies, management has
to use judgment based on relevant criteria contained in regulatiors, ules or external
standards.

Remedial action. Corrective action is taken in a timely manner by the staff member(s) in
charge of the processes concemed, under the supervision of their management. With the
support of the internal coatrol coordinator, cach manager monifors and takes
responsibility for the timely implementation of comective action.



ANNEX C

Model for the management deciaration

1, the undersigned (name, first name, fitle or function), National Authorising Officer (NAQ) of
{IPA Il beneficiary) for the programme {name of the progranme)

based on the implementation of the (rame of programme) during the financial year ended 31
December {year) (except where othcrwise provided for in a scctoral agrecment or a financing
agreement), based on my own judgment and on &l! information available 1 me, including the
results from management verifications, and from audits in relation to the expenditure included
in the annual accounts, annual financial reports and stafements for the financial year (year),

and taking into account my obligations under the financial framework parinership agreement
between the Buropean Commission and [IPA III Beneficiary} on the Arrangements for
Implementation of Union Financial Assistance to [IPA [II Beneficiary] under the Instrument
for Pre-accession Assistance (TPA 117) dated [date],

hereby declare that:

- the information in the annual accounts, annual financial reports or statements is
properly presented, complete and accurate,

— the expenditure entercd in the annual accounts, annval financial reports or statements
complies with applicable law and was used for i*s intended purpose,

- the management and control system put in place for the programme gives the
necessary guarantees concerning the legality and regularity of the underlying
transactions.

[ confirm that irregularities ideniified in the audit and control reports in relation to the financial
year have been appropriately treated in the anmwal accounts, annual financial reports and
statements.

I also confirm that expenditure which is subject to an ongoing assessment of its legality and
regularity has been excluded from the annual accounts, annual financial reports and statements
pending conclusion of the assessment, for possible inclusion in a payment application in a
subsequent financial year,

Adequate follow-up was given to deficiencies in the management and control system reported
in those reports or foilow-up is on-going as regards the following required remedial actions:
... (Indicate which remedial actions are still on-going, at the date of signing the declaration).

I also confirm that effective and proportionate anti-fraud measures are in place and that these
take account of the risks identified in that respect.

Vinally, 1 confirm that [ am not aware of any undisclosed reputational matter related to the
implementation of the programme.



[Reservations section fo he nciuded wherever if is deemed required. |

{Place and date of issue)

Signature

(Name, first ame, title or function}



ANNEXD

Model annual audif activity report!

addressed to

- the European Commission

- the Government of (IPA Il beneficiary)

- capy to the National IPA Coordinator (NIPAC) of (P4 I beneficiary) and
- copy to the National Authorising Officer (NAQ) of (IPA 1T beneficiary)

1. INYRODUCTION

1.1 Identification of the Audit Authority and other bodies that have been involved in
preparation of the report.

1.2 Refercnce period (i.e. the financial year and the 12 months period from 1 July ... (year) to
30 June ... {pear), except where otherwise provided for in a sectoral agreement or a
financing agreement) and the scope of the audits (including the costs recognised declared
to the Commission for the period coneemed).

1.3 ldeniification of the programme/action(s)/sector(s) covered by the report and of its/their
Managing Authority and Intermediate Bodies.

1.4 Description of the steps taken to prepare the report and to draw the audit opinion.

2. SIGNIFICANT CHANGES IN MANAGEMENT AND CONTROL SYSTEMS

2.1 Details of any major changes in the management and vontrol systems and copfirmation of
its compliance with Article & of Commission Implementing Regulation (EUY 2021/2236
based on the audit work carried out by the Andit Authority.

2.2 The dates from which these changes apply, the dates of notification of the changes (o the
Audit Authority, as well as the impact of these changes on the audit work are lo be indicated.

3. CHANGES TO THE AUDIT STRATEGY

3.1 Details of any changes made to the audit strategy and related explanations. In particular,
indicate eny chunpe to the sampling method used for the audit of operations (see Section 5).

3.2 The Audit Authority differentiates between the changes made at a late stage, which do not
affect the work donc during the reference period and the changes made during the reference
period, that affect the audit work and results.

Only the changes contpared to the previous version of the audit strategy are included.

4. SYSTEMS AUDITS

4.1 Details of the autharities’bodies that have carried out systems audits, including the Audit
Auwthority itscifl

4.2 Summary tabie of the audits carried out, with the indication of the authorities/bodies
audited, the assessmert of the key requirements for cach anthority/body, issues covered”

! Pursuant te Article 63(2) of the financial framework partnership agreement

? The issues skould corespond to the anes indicated in the audit strat=gy (but not exclusively), such ag quality of
managernent verifications, including in relation to the respect of public procurement rules, State aid rules,
cnviroamental raquirements, cqual opportunities, implementatian of financial instruments, the effectiveness of
TT systems, reporting of withdrawals end recoveries, the implementation of fraud risk assegsment; the reliability
of data relating to indicatars and milestenes and on the progress of the programme in achieving its objectives.



and a comperisen to the avdit plenning. The stmmary includes the progemme
(-elerenceitiils), the authorityody that hes carried out the system audit, the date of the
audit, the seope of audit ineluding scope Lmitations ard the awthoritiesmadies audited.
Zerizontal thematic eucits are also reported in thus Section,

, Audit - 1. K 4. 5 |GPrincpal| 7. 's. 9. State of
pcrio(l|Pr0gramme Audit | Audited | Date | Scope | findings | Problems ~ Estimated | follow-up
: (reference/ | Body'  Body(ics) | of the | of the | and of finaneisl | (closed/or
title) ; audit! | audi® | conclugions | systesic | impact (if | not)
character | applicable)
and ’
mIeasures ‘
faken __

4.3 Deseriptior: of the basis for the audits carried out, ineluding a reference to the audit sirategy
applicahls ard more paricularly to the risk assessent methocology and the results that led
to es-ablishing the eudit plan tor system audits. I the risk assessment has been updated, this
shodlé be described in section 3 above covering the changes in the avdit strategy.

4.4 Description of the mein findings and saaclusions drawn {rom systems zudifs, including
eredits targeted at specific thematic areas.

4.5 Indizations as to whetzer any problems identified were considered (o be of a systemic
character, details of the measures faken, including 2 quartificaiion of the imegular
experditure and any related financial adjustmentsicorrections made.

4 6 Information on the “o'low up of audit recommendations f-om systeras audits from previous
vears.

4.7 Deseription (where applicable) of specific deficiencies related 10 the management of
firzncial insraments, detected during systems sud'ts and of the foilow-up given by the IIPA
II beneficiery to remedy these shorteomings.

48 Level of assurence oblained following the systems audits (low/averape/high) and
justification.

5. AUDITS OF QPERATIONS

5.1 [dentification of the authorresbodies that caried out the audils of operations, including
tha Audit Auttority.

5.2 Description of the sempling methodology applied and information as o whether the
methodology i i accordance with fhe audit surategy.

5.3 Indication of the sampling perameters and ather information for statistical or nonestatistical
sampling procedurcs, the underlying calcalations for sampie selection (in a formal
periitting &3 uaderstending of the tasic steps laken, i accordaree with the specific
sampling method used) and exp'anatior. of the prafessiona’ judgement appited.

Mrdicasion of the bodies Bl have caried out te system audit, including (e Aadit Auterity iself
* Thate o7 zd's fisldwark,
 Authortcs mutiled, horzontal thematis angited, seons lmitatons,




The information should include: materiality level, confidence level, sampling unit, expected
crror rate, sampling interval, standard deviation, population value, population size, sample
size and information on stratification,

5.4 Reconciliation between the costs recognised declared to the Commission for the 12 months
peried and the population from which the random sample was drawn. Reconciling items
include negative items wheze financial adjustments/corrections have heen made, as well as
differences between amounts declared in euro and amounts in IPA 111 beneficiary currency,
where relevant.

5.5 Where there are negative items, vonfirmation that they have been treated as a separate
population. Analysis of the principal results of the audits of these units, namely focusing on
verifying whether the amountg cotrespond to the decisions to apply financial adjustments/
corrections (taken by the TPA. TII beneficiary or by the Commission} and reconcile with the
amounts included in the accounts as withdrawn and recovered / to be recovered.

5.6 Where a non-statistical sampling methed is nsed, specify the reasons for using the method,
the percentage of sampling units/costs recognised covered by audits, the steps taken to
ensure randomness of the sample bearing in mind that the sample has to be representative.
In additien, define the steps taken to ensure a sufficient size of the sample enabling the
Audit Authority to draw up a valid audit opinion. A total (projected) error rate is also
calculated where nen-statistical sampling method has been used.

3.7 Summary table {(see Section 9), broken down where applicable by programme, indicating
the costs recognised and payments made declared to the Commission, the costs recognised
audited and the errors identified.

Information relating to the random sample is distinguished from that related to other
samples if applicable (c.g. risk-based complementary samples).

5.8 Analysis of the main findings of the audits of operations, describing:

a} the number of sampling units audited, the respective amount;

b) the amount and type of error by sampling unit®;

c) total errors’; '

d) the pature of the errors found®;

€) root canses, cotrective measures proposed, including these intending to imptove the
management and control system and the impact on the audit opinion.

5.9 Details of the total error rate” and residual error rate'”. Indication of the upper himit of the
emor rate {where applicable). '

Tndication of the stratum total and residval error rates'!, comesponding deficiencies,
irregular amounts and the impact on the audit opinion.

The underlying calculations for total crror rate and residwal error rate, in & format permitting
an understanding of the basic steps laken, in accordance with the specific sampling method
used.

5.10 Comparison of the total error rate and the residual error rate with the materiality level of

2%, in order 1o ascertain if the population is materially missiated and the impact on the
audit opinton.

® Random, systemic, anomalous,

7 “I'otal errors” means the sum of the projecied random errars and, if applicable, systemic errors and urcorected
anomalous erross

Y Fer instance: eligibility, public procurement, stats aid

? ‘Tatal stror rate’ means total crrors divided by the poplation.

19 “Residual smor rate’ means the total ercors less the financial adfustments applied by the IPA I beneficizry
{referred to in Section 5.11), divided by the pepulation.

' The stzamm error rates zre to be disclosed where stratifivation was applied, covaring sub-populations with
similar characterstics, high-value llems, programmes (in the case of grouping programmes, ete.



LA
ot
o

Detzils of any financia: adjustments/corrections relating fo the 12 months period
implemenicd befure submilling the ausual financial reports or statements/annual accounts
to the Commission, as & consequence of the audits of operatons, including flat rate or
extrapolated adjustmentsicorrections.

5.12 Delails of whether any problems identified were considered to be systemic ir: naturs, and
the measures faken, inciuding a quantification of the irregular costs recognised and any
related financial adjustments/corrections.

5.13 Information or. the follow-up of audits of operations carmed out in previous years, in
particular on serious deficiencies of systemic nature, Revision of previously reported
residual error rates, as a result of al: subsequent comective actions.

5.14 Information on the results of the audit of the complementary (e.g. risk based) sampte, if
any.

5.135 Description (where applicable) of specific deficiencies or irregularities related to financial
instruments. Where applicable, indication of the sample error rale concerning the audited
finaneial instruments,

5.16 Conclusions drawn from the results of the audits with regard 1o the effectiveness of the

management and contrel system.

6. AUDITS OF THE ANNUAL FINANCIAL REPORES OR STATEMENTS/ANNUAL

ACCOUNTS

6.1 Indication of the authorities/bodies that have carried out audils of the annwal financial
reports or statements/annuzl accounts.

6.2 Description of audi: approach used to verily lhat the anmial financial reposts ar
statemenis/annual accounts are complete, aceurate and true, This shall include a reference
to the andit work carried out in the context of systerns audifs, audits of operations and
additional verifications carried out on the anpual financial reports or statements/annual
accounts.

6.3 Conclusions drawn from the audits in relation to the completeness, accuracy and veracily
of the annual financial reporis or statements/annual accounts, ineluding ar. indication on the
financial adjustments/corrections made and reflected in lhe annual (inancial teports or
stalcments/annual accounts as a follow-up of these conclusions.

6.4 Indication of whether any problems identitied were considered ‘o be systemic in nature, and
the measures taken.

7. OTHER INFORMATION

7.1 Audit Authority’s assessment of the cases of suspicions of fraud detected in the conlext of
their andits (and of the cases reported by other national or Unior: bodies and relafed to
operations audited by the Audit Authority), together with the measures taken. Information
on number of cases, gravitv, and the emounts affected, if known.

7.2 Subsequent cvents occurred after the end of the 12 meanths peried and before the
transmission of the annual audit activity report to the Commission and considered when
establishing the level of assurerce and opinion by the Audit Authority.

7.3 Any other information that the Audit Authorify comsiders relevant and imporiant o
communicate to the Commission, in particutar to justify the audil opinion.

8. OVERALL LEVEL OF ASSURANCE

£.1 Indication of the overall level of assurance on the proper functioning of the management
and control systern, and an explanation on how the level was obtained from the combination
af the tesults of the systems audits and auditz of operations. Where relevant, the Audit



Authority shall take also account of the results of other national or Union audit work carried
out,

8.2 Assessment of any mitigating actions not linked to financial adjustments/corrections that
were implemented, financial adjustments/corrections implemented and an assessment of the
need for any additional corrective measures, both from the perspective of improvements of
the management and control systems and of the impact on the Union budget.
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ANNEX E
Model annual andit opinion®

addressed to

— the Furopean Commission

~  the Government of (IP4 JIT heneficiary)

- copy to the National IPA Coordinator (NIPAC) of (IPA IH beneficiary) and
— copy to the Naticnal Authorising Officer (NAQ) of (IPA IT beneficiary)

INTRODUCTION

[, the undersigned, head of the Audit Authority of (fP4 Iff beneficiary), independent in the
sense of Clause (1) of Annex A to the financial framework partnership agreement have
audited;

(i} the completencss, accuracy and veracity of the annual financial reports or staternents
and the underlying annual aceounts for the financial vear (year),

(i) the legality and regnlanity of the expenditure, declared by the NAO to the Commission,
for the 12 months period from 1 Tuly ... (year) v 30 Junc ... (vear), except where
otherwise provided for in a scctoral agreement or a financing agreement,

(#i1) the functioning of the management and control systems, and verified the management
declaration with reference to the financial year (vear),

in relation to the programme .............. [referenceftitle of programme] (*the programme’), in
order to issue an audit opinion in accordance with Article 63 (1) of the financial framework
partnership agreement.

RESPONSIBILITIES OF THE NATIONAL AUTHORISING OFFICER

The NAO according to Clause 4(2) of Annex A tfo the financial framework partnership
agreement, is responsible for setting up and funetianing of the [PA 11l management and control
system in the JPA 1l beneficiary,

In addition, the NAO, supportad by the Accounting Body is responsible 1o confirm
completeness, accuracy and veracity of the financial reports or statcments and the underlying
accounts submitled Lo the Commission as required in Article 61(5) of the financial framework
patinership agreement.

Mareaver, in accordance with Clausc 4(1) of Annex A to the financial framework partnership
agreemnent the NACG bears the averall responsibility for legality and regularity of expenditure,

RESPONSIBILITIES OF THE AUDIT AUTHORITY

! Pursuant to Article 63{1) of the financial framework partncrship agreement



As established by Asticle 63(1) of the financial framework partnership agreement, my
responsibility is to independently express an opinien on the completeness, accuracy and
veracity of the annual financizl reports or statements and the underlying anniuel accounts,
whether the expenditure declared 1o the Commission are legal and regular, and whether the
management and confrol systems put in place function properly.

My responsibility is also to include in the opiniop a statement as to whether the audit work puts
1n doubt the assertions made in the management declaration.

The audits in respect of the programme were carried out in accordance with the audit strategy
and complied with internationally accepted audit standards. Those standards require that the
Audit Authority complies with ethical requirements, piang and performs the audit work in order
to ohtain reasonable assurance for the purpose of the audit opinion.

An aundit involves performing procedures to obtain sufficient and appropriate evidence to
support the opinion set out below. The procedures performed depend on the awditor's
professional judgement, ingluding asscssing the risk of material non-compliance, whether duc
10 fraud or error. The audit procedures performed are those thatl T believe to be appropnate in
the circumstarices.

I believe that the audit evidence gathered is sufficient and appropriate to provide the basis for
my opinion, [in case (1ere is any scope limitation: ] except those which are mentioned in section
“‘Scope limitation’.

The summary of the main findings drawn frum the audits in respect of the programme are
reported in the attached arnual audit activity report in accordance with Article 63(2) of the
financial framework partnership agreement.

SCOPE LIMITATION

Either

There were no limitations on the audit scope.

Or

The audit scope was limited by the following factors:
(a)...
(o) ...
{c)...

[Indicate any limitation on the audit scope, for example any lack of supporting documentation,
cases under legal proceedings, and estimate under section ‘Qualified opinion’, the amounts of
expenditure and the Union coniritndion affected and the impact of the scope limitation on the
audit opinion. Further explanations in this regard shall be provided in the annual audit aciivity
reporl, as approprate. ]

OPINION

Either



(Ungualified opinion)
I my opinion, and based on the audit work performed:
— the annual financial reports or statements/anmual accounts give a frue and fair view,
— the expenditure declared to the Commission are legal and regular,
the management and control systems put in pluce function properly.

The audit work carried out does not put in doubt the essertions madc in the management
declaration.

Or
(Qualified opinion)

In my opinion, and based on the audit work performed:

—  the annual financial reports or statements/anual accounts give a true and fair view [where
the gualification applies to the annual financial reports or statements/annual accounts, the

The impact of the qualification is limited {or significent| and corresponds te ...... [ameunt in
EUR and %] of the total expenditure included in the annual financial reports or
statements/annual accounts. The Community contribution affected is thus ... [amount in EUR].

— the expenditure declared to the Commission are legal and regular [where the qualification
applies to the legality and regularity, the following text is added] except for the following

The impact of the qualification is Emited [or significant] and corresponds to ... [amount in
EUR and %] of the total expenditure declared. The Community contribution affected is thus ...
[amount in EUR].

— the management and control systems put in place function properly "where the qualification
applies to the management and confrol systems, the following text is added] except for the

The impact of the qualification is limiled [or significant] and corresponds to ... [armount m
EUR and %] of the total expenditure declared. The Comeunity contribution affected is thus ...
{amount in EUR].

The audit work carried out does not put/puts [delele as appropriate] in doubt the assertions made
in the management declaration,

[Where the audit work carried out puts in doubt the assertions made in the management
declaration, the Audit Authority shall disclose in this paragraph the aspects leading to this
conchasion.]

Or
{Adverse opinion)

In my opinion, and based on the audit work performed:

! In case the management and control system are affected, the bady or hodies and the aspeet(s) of their systems
that d:d rxat comply with requiremnents snd/ur did not function properly shall be identified in the opinicn, except
where Lkis information is akeady clea:ly disclosed i the annual audit activity report and the opirion paragraph
refers to the speeific section(s) of this repart where such information is disclosed,



the anrua financial reports or statementsfannuel accounts give/do not give [delete as
appropriate] a true and fair view; andior

the expenditure declarcd to the Commission are/ate not [delete as appropriate] legal and
regular; andfor

the management and control systems put in place function/do not {unction fdeletz as
appropriaie] properly.

This adverse apinion is based on the following sspects:

— in relation to matedal matters related to the annual {financial reports or statermnents/annual
DT e 10 112 U g T T

and‘or [deicte as appropriate]

_ in relation lo metcrial mairers related to the Jegality and regularity of the expenditure

and/or [delctc as appropriate)

~ in relation to material matters related to the funetioning of the management and control
L1 S S SRARIRRRtt

The audil work carried out puts in doubt the assertions made in the management declaration for
the: FOLlOWINE BSPIECLE: . i-vveriiirries s et s s

[The Audit Authority may also include emphasis of matier, not affecting its opinion, as
esablished by intemationally accepted auditing standards. A disclaimer of opiion can be
envisaged in exceptional cases®. ]

Date:

Signature:

Tn vase the management and conirol syslem ere affected, te body or badics and the zspect(s) of their systems
that di¢ not comply with requirements and/cr did nos fuuetion properly ghall be identified in the opinion, except
where this informalion is already clearly discivsed in the armwal audst activity report and the opinion paragraph
refers to the specific scetion(s) of this report where such information is Jisclosed.

These exceplional cases should be relfated o unforeseeable, external fastors outside the remit of the Audit
Authority.



ANNEXF

Model audit opinion on the final statement of expenditiure’

addressed to

the Furopean Commission
— the Government of (P4 Il beneficiary) )
— copy to the National IPA Coordinator (NIPAC) of (IPA Il beneficiary) and
— copy to the Nationa] Authorising Officer (NAO) of (IPA Jii beneficiary)

INTRODUCTION

I, the undersigned, head of the Audit Authority of (IPA HI hencficiary), functionally
independent in the sense of Clause %(1) of Annex A to financial framework parinership
agreement, have carricd out an audit on the final statement of expenditure for the programme
{referencestitle), drawn-up under the responsibility of the NAD in accordance with Article 61
(4) of the financial framework partnership agreement, in order to issue an audit opinion in
accordance with Article 63 (4) of the financial framework parinership agreement.

The audit was carried out in accordance with intemationally accepted audit standards ...,
fquote the standards followed].

I believe that the audit work carried out provides a reasonable basis for my opinion.

AUBIT SCOPE

The audit in respect of the programme was carried out in accordance with the audit strategy and
reported in the attached final audit activity report under Article 63(5) of the financial framework
partnership agreement.

Either

There were no limitations on the audit scope.

Or
The audit scope was limited by the following facters:

(#) ...
by ...

{c)...

[Indicate amy limitation on the audit scope, for example any lack of supporting docurnentation,
cases under legal proceedings, and estimate under section ‘Qualified opinion’, the amounts of
cxpenditure and the Union contribution affected and the impact of the scope lmitation on the
audit opinion. Further explanations in this regard shall be provided in the final audit activity
report, as approptiate].

! Pursuant t Articte 63(4) of *he Fnancial framework partnership epreement



OPINION

Either

(Ungualified opinion)

In Ty opinion, and based on the andit work performed.

- the expenditure incinded in the fina. statement of expeaditure and in the final request for
payment is legal and regular,

—  the final request for payment is valid,

- the financial information presented is accurate.

Or _
(Oualified opinion)

1a my opinion, and based on the audit wori performed:

the expendifure included in the final statement of expenditure and in the final request for
payment is legal and regular,

— the final request for payment is valid,
- the financial information presented is accurate
except £0r the FOlloWIng ASPECISTL.. v v ire e iieiee e e

The irpact of the qualification is \ireited [or significant] and corvesponds tor ... [amount in
KUR and %] of the tolal expenditure incluced in the fina stateent of expenditure and the final
request for payment. The Community contribution affected is thus ... jamownt m ELR;.

Or
(ddverse opinion)
In my opinion, and basced on the audit work perfermed:

— the exponditure included in the final statement of cxpenditure and in the final recvest for
payment is not legal and regular, andfor

- lhe final request for payment s not valid, andfor
— the financial information presented is rol accurate.

This adverse opinion is hased on the {oflowing aspecls™

In case the managemend znd control systems are aifecied, the body or bodies and Lhe aspect(s) of their
systems that did not comply with requirements and/or did net fimgtion properly shall be identificd in the
opinien, except where this information is slready clearly disclosed jn the final audi: activity epors and
the opjmon paragraph relers to the specific section(s) of this repert where sich infomnation is disclosed.
Tn case the management and control syslems aie #ffected, the body or bodies and the aspect(s) of thewr
gyslerns thar did aot comply with requirements andfor did not fanction. properly shall be (dentified m the
apmion, excepl wiere s infarmation 1 already clearly disclosed m the final audit activity zeparl and
the opinion paragrapa refers to the specific sectionds) of this report where such information is discloged.



[The Audit Authority may also include emphasis of matter, not affecting its opinion, as
established by internationally accepted auditing standards. A diselaimer of opinion can be
foreseen in exeeptional cases®.]

Date;

Signature:

4 These exceptional cases show'd b related 1o unforesceatle, external factors outside the remit of the Audit
Authority




ANNEX G
Model andit sirategy'

1. INTRODUCTION

1.1 Identification of the programme(sy’ (refcrencedtiCe) and period covered by the audit
slrategy.

1.2 entification of the Audit Authority responsible for drawing up, menitoring and updating
the audit strategy and of any other bodies that have contributed to this documet.

1.3 Reference 1o the stafus of the Audit Authority and the body in which it is located.

} 4 Reference to the mission stafement, audit caarter or national legislation (where appliceble)
seiting out the functions and responsibilities of the Audit Authority and other bodies
carTying out zudits under its responsibility.

1.5 Confirmation by the Audit Authority that the bodies carrying out audits have the requisite
functional and organisational independence

2. RISK ASSESSMENT

2.1 Explanation of the risk assessment method followed inciuding:
-~ anindication of the risk Zactors taken into account including those for the thematic azeas
indicated noder Scction 3.2.2,
— risk scoring vsed,
~ the extent to which the results of previous audits of the bodies and systems have been
taxen into account.
2.2 Internal procedures for updating the risk asscssment.
2.3 Identilication of the controls at threc levels:

— the first level of controls exercised by the IPA administrative slructures,

_ the sceond level of controls cxercised on the ene hand, through the iniemal control
system and on the other hand, through the infemnal andit furchon,

— the high level monitoring, exercised through the assurance function by the NAQO.

3. METHODOLOGY
3.1, Qverview

3.].1 Reference to the infernationally accepied audit standards that the Audit Authority will
apply for its andit work.

312 Tnformation on how the Audit Authority will obtain its assurance with regard to
programme(s) (descriptior of main building blocks - types of audits and their scope).

313 Indication of the procedures iu place for érawing up the anmal audit activity report and
audit opinion to be subrmitted to the Commission in accordance with Article 63(1) and
(2) of the financial framework partnersinp agreemert.

1 Pursuant to Clause 9 (4) of Annex A to dhe financial framework parinership ap-ecment,

2 Indicate the programmss covered by a common management and control syslem, in case a single andit sategy
Is prepared for scveral programeics,



Reference fo audil manuzls or procedures and brief description of the main steps of the
audit work such as:

— planning of audits,
—  performing audits and gathering evidence,

- evaluating evidence and forming conclusions, including the classification treatment
of the errors detected,

-  reporting (including contradictory procedurc with the auditee),
follow-up processcs,

- quality control arrangements for the work of the Audit Authority.

3.2 Systems audits:

321

322

Identification of the bodies/structures to be audited, as well as the relevant key control
elements in the context of systems audits.

Where applicable, reference to the audit body on which the Audit Authority relies to
perform these audits.

Indicafion of any systems audits targeted at specific thematic areas or bodies, such as:
- quality of project selection and management verifications,

- quality and quantity of the administrative and on-the-spot management
verifications in respect of applicablc law such as public procurement rules, State
aid rules, equal opportunities or environmental requirements,

- sct-up and implementation of financial instruments at the level of the bodies
implementing financial instruments {where zpplicable),

- functioning and security of elcctronic systems, and their conncetion with the
Commission IT system(s);

reliability of data relating to indicators, milestones and on the progress of the
programme in achieving its objeclives;

- reporiing of withdrawals and tecoveries;

implementation of effective and proportionate anti-fraud measures underpinned
by a fraud risk asscssment.

3.3 Audits of operations:

331

332

333

3.34

Short description (with reference to internal document specifying) of the sampling
methodology to be used.

Where applicable, a description of the approach of non-statistical sampling enabling the
Audil Authority to draw up a valid audt opinion.

Description of other specific procedures in place for audits of eperations, namely related
to the classification and treatment of the errors detecled, including suspecied fraud (with
reference io the audit manuals or procedures where this matter is set out),

Specific aspects related to the audits of financial instruments, if epplicable.

3.4 Aud:ts of the annuai financial reports or statements/annual accounts:

Description of the audit approach for the audit of the annval financial reporfs or
statements/annual accounts.

3.5 Venfication of the management declaration



escription of the audit orocedures involved in tac verification of the assertions in the
management declaration, for purposes of the audit opinion.

4. AUDIT WORK PLANNED

A.1. Description and justification of the audit priorities and objectives in relation fo the next
financial yezr and the two subsequent financial years, together with an explanation of the
linkage of the risk assessment results to the audit work planned.

4.2. Anindicative schedule of system audits, including audits targeted to specific lhematic areas
and follow up of previous audit findings, in relation to the next financial vear and the two
subsequent financial years, as follows:

Programme | Resul: of | 20X | 20xx 20xx |
(referencetitle) | risk Audit Andit Audit

asgessment { objective | abjective | objeclive
and scope | and scope | and scope

Autkorities/Bodies
or specific thematic
areas to be audited

5. RESOURCES

5.1 Crganisation chart of the Audit Authority.

3.2 Indication of plammed resources (o be allocated in relation to the next year and the two
subsequent financial ycars (including information on any foreseen outsourcing and its
scope, where approprate).

3.3 Tndication of (he qualifications and experience required for the staff performing audits, and
training reqairements. :



ANNEX H

Reporting on irregularities including fraud concerning the Instrument for Pre-accession
assistance (IPA IIT)

Clause 1 Definitions

IFor the purposes of the reporting of irregularities including frand, the definitions laid down in
Article 51, on the protection of the financial interest of the Union, shall apply.

Clause 2 Reporting of irregularitics

(1)  "fhe IPA IIl beneficiary shall report any suspected fraud and other irregmlarities

mncluding {raud, which have been the subject of a primary administrative or judicial
finding without delay to the Commission and keep the latter informed of the progress of
administrative and legal proceedings using, when required, the dedicated Irregularity
Management System (IMS).
Irregularities for an ameunt lower than EUR 300 in EU contribution and irrcgularities
which are defected and corrected by the 1IPA III beneficiary before inclusion in a
payment application subrmnitted to the Commission shall not be reported. This provision
shall not apply to irregulanties that give rise to the initiation of administrative or judicial
proceedings at national level in order to establish the presence of fraud or other criminal
offences.

In that report the IPA Il beneficiary shall in all cases give details concerning the
following:

{a)  The pame and the number of the programme/action concerned;

{(b)  theidentity of the natural and legal persons involved or of any other participating
entities and their role;

(¢)  theidentification of the region or area where the operation has been carried out
using the appropriate information such as NUTS® jevel;

{dy  the provision{s) which have been infringed;

(e}  the date and source of the first information leading to suspicion that an
irregularity has been committed;

)] the practices empioyed in committing the irregularity;
(g)  where appropriate, whether the practice gives rise to a suspicicn of traud;
(h}  the manner in which the jrregulatity was discovered;

(i) where appropriate, the 1PA Il beneficiary and Member States and/er third
countries involved;

§)] {he period during which, or thc moment at which, the imegularity was
comumitted;

4 Nemenclatre of Territorial Units for Statisties
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(4

(k) the date on which the primary administrative or judicial finding on the
frregularty was establisked;

n the total amount of eligitle expendifure specified by Unioa contribution, TPA I
beneficiary contribution and private contribution;

(m)  the expenditire affected by the irregularity specified by Union contribution and
TP A TII beneficlary contribution;

(n)  the amount which would have been unduly paid had the imegularity not been
identified according to Union contribuiion and IPA 11 beneficiary contribution;

fo;  the nature of the irregular expenditure;

{p)  the suspension of payments, where appiicable, and the possibility of recovery,
{q)  where applicable, the reasans for any abandonment of recovery procedures;
(1) where applicable, the complefe OLAF case number.

The IPA 111 beneficiary, when reporting to the Commission, in addition shedl inform the
Member States or other IPA III beneficiaries concerned about any irregularities
discovered or supposed to have occurred, where it is feared that they may have
repercussions outside ifs texsitory.

Where some of the information referred to in paragraph 1, and in particular information
concerning the oractices employed in commitling the irregularity and the manner in
which it was discovered, is not available or needs to be rectified, the [PA LI bereficiary
shall supply the missing or correct information to the Commission without delay.

If [PA T bheneficiary provisions provide for the confidentiality of investigations,
commuatication of the information shall be subject to the autherisation of the competent
tribunal or court.

Clause 3 Information on penalties

(s)

(6)

The TPA 111 heneficiary shall provide the Commission without delay, with zeference to
any previous report made pursuant to Clause 2, with details conceming the inttiation,
conchusion or abandonment of any procedures for imposing administrative or criminal
penalties related to the reported imegularities as well as of the outcome of such
procedures. :

With regard to imegularities for which penalties bave been imposed, the [PA 1l
beneficiary shall also indicale the following:

{#)  whether the penalties ate of an administrative or a eriminal nahre;

(b)  whether the penalties result from a breach of Union or the IPA [IT beneliciary
law;

{¢)  theprovisions ir whick the penalties ere laid down;

(d)  whether fraud was established.

At the written request of the Commission, the [PA HI heneficiary shall provide
additional information in relation to a specific iregularity or group of iregulanties.

(lzusc 4 Flectronic reporting via the lrregularity Management System (IME)



The information referred o in Clauses 2 and 3 shall be sent in {he English language, by
electronic means, using the Trregularity Management System (IMS) established by the
Commission for this purpose.

Clause 5 Use of information

The Commission may use any information of a gencral or operational nature communicated by
IPA Il beneficiaries under these provisions to perform risk analyses and may, on the basis of
the information obtained, produce reports and develop systems serving to identify risks more
effectively.

Clause & Use of the evro

The euro shall be used as currency for reporting of irregularities. The [PA 11 beneficiary shall
convert the amounts of expendifure incurred in its own currency into euro. Those amounts shall
be converted into curo using the monthly accounting exchange rate of the Commission in the
month during which the expenditure was registered in the accounts of the Accounting Body,
Intermediate Bodies for financial management and the IPARD Agency of the programmes
concerned. The exchange rate shall be published electronicaily by the Commission each month.

Where the amounts relate to expenditure registered in the accounts of the IPA 11 heneficiary

authority during a period of more than one month, the exchange rate in the month during which

expenditure was last registered may be vsed. Where the expenditure has not been registercd in

the accounts of the IPA 1T beneficiary authority, the most recent accounting exchange rate
published cleetronically by the Commission shall be used.

Clause 7 Protection of personal data

{l)" The IPA TII hencficiaries and the Commission shall take all necessary measures to
prevent any unauthorised disclosure of, or access to, the information referred to in
Clauses 2 and 3.

{2} The information referred to in Clauses 2 and 3may not he sent to persons other than
those in the [PA Il beneficiary or within the Union’s instilutions, agencies, offices and
bodies whose duties require that they have access 1o il, unless the [PA 111 beneficiary
supplying such mformation has expressly so agreed.

(3} Any personal data included in the information referred to in Clauses 2 and 3 shail be
precessed only for the purpose specified in that provisions.



