FINANCING MEMORANDUM

The European Commission, hereinafter referred to as "THE COMMISSION", acting for

and on behalf of the European Community, hereinafter referred to as "THE
COMMUNITY"

on the one part, and
The Government of Romania, hereinafter referred to as "THE RECIPIENT"

on the other part,

HAVE AGREED AS FOLLOWS:

The measure referred to in Article 1 below shall be executed and financed out of the
budget resources of THE COMMUNITY in accordance with the provisions set out in
this Memorandum. The technical, legal, and administrative framework within which the
measure referred to in Article 1 below shall be implemented is set out in the General
Conditions annexed to the Framework Agreement of 12 March 1991 between THE
COMMISSION and THE RECIPIENT, and supplemented by the terms of this
Memorandum and the Special Provisions annexed hereto.

ARTICLE 1 - NATURE AND SUBJECT

As part of its aid programme, THE COMMUNITY shall contribute, by way of grant,
towards the financing of the following MEASURE:

Programme number: 2003/005-702

Title: 2003 Cross-Border Co-operation Programme between
Hungary and Romania

Duration: Until 30 November 2005

ARTICLE 2 - COMMITMENT OF THE COMMUNITY

The financial contribution of THE COMMUNITY is fixed at a maximum of 3 M€
hereinafter referred to as "THE EC GRANT".

ARTICLE 3 - DURATION AND EXPIRY

For the present MEASURE, THE EC GRANT is hereby available for contracting until
30 November 2005 subject to the provisions of this Memorandum. All contracts must be

;
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PRGN



signed by this date. Any balance of funds of the EC GRANT, which have not been
contracted by this date shall be cancelled.

The deadline for execution of contracts of THE EC GRANT is 30 November 2006.

THE COMMISSION may however, in exceptional circumstances, agree to an
appropriate extension of the contracting period or of the contract execution period,
should this be requested in due time and properly justified by THE RECIPIENT. This
Memorandum shall expire at the expiry date for execution of contracts of the EC
GRANT. All the funds which have not been disbursed shall be returned to the
Commission.

ARTICLE 4 - ADDRESSES

Correspondence relating to the execution of THE MEASURE, stating THE
MEASURE'S number and title, shall be addressed to the following:

for the COMMUNITY:
Mr. Jonathan Scheele
Head of Delegation of the European Commission in Bucharest
St. Jules Michelet 18-20
70154 Bucharest
Romania
Fax: 00401 212 88 08

for THE RECIPIENT:
Mr. Alexandru Farcas
Minister of European Integration
Government of Romania
St. Apolodor 17
latura Nord, sector 5
Bucharest
Romania
Fax: 0040 1 336 85 09

ARTICLE 5 - NUMBER OF ORIGINALS

This Memorandum is drawn up in duplicate in the English language.
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ARTICLE 6 - ENTRY INTO FORCE

This Memorandum shall enter into force on the date on which it has been signed by
both parties. No expenditure incurred before this date is eligible for the EC GRANT.

The Annexes shall be deemed an integral part of this Memorandum.

Done at Bucharest, Done at Bucharest

Date .0 Aecewtrer 203 / Date 2 . e,cgw%ut Aocd

L
for THE RECIPIENT for THE COMMUNITY
Mr. Alexandru Farcas Mr. Jonathan Scheele
Minister of European Integration Head of Delegation of the
National Aid Co-ordinator European Commission in Romania
Encl.
1. Framework Agreement (incl. Annexes A & B)
2. Special Provisions (Annex C)

3. Visibility/Publicity (Annex D)



Annex C

1. Objectives and Description

Theoverall objectives of the programme are;
To promote good neighbourliness and dability in the CEEC border regions by funding
projects which will yield tangible benefits to the regions and communities on both sides of
the border;

To promote co-operation between border regions in both countries, helping these regions
to overcome the specific development problems which may arise, inter alia, from ther
position within the nationa economies, in the interest of the locd communities and in a
manner competible with the environment protection;

To promote the creation and further development of co-operation networks on either side
of the border and establishment of links between these links and wider Community
networks.

The specific project purposes and results are reflected in the following priority aress

To drengthen economic co-operation in the border region by increesing the
competitiveness of the business sector and the innovation capacity of the border region
(project HU 2003/005-830.01) and by increasing cross-border tourism (projects HU
2003/005-830.01 and RO 2003/005-702.01);

To promote environmental protection by improving the environmenta conditions of surface
and underground water resources (project HU 2003/005-830.02) and by creeating of a
transboundary Romanian-Hungarian biodiversity conservation “green corridor” (project
RO 2003/005-702.01);

Setting up of a flexible mechanism to finance the so cdled “smdl-scde and people-to-
people projects’ within socio-economic development field (local economic devel opment,
traning and employment measures, improvement of the flow of information and
communication, cultura exchanges, support for media etc) with a cross-border impact
(projects HU 2003/005-830.03 and RO 2003/005-702.02)

In order to prepare a pipeine of mature projects and to improve programming and project
management sKkills in the fied of cross-border co-operation programmes, Romanian financed
activitiesinclude a project preparation facility (project RO 2003/005-702.03).

The programme has been designed following bilaterd contacts between Romania and
Hungary, saverd conaultations with EC Deegations in both countries and DG Enlargement
recommendations reflecting in fact the Commisson Regulation No. 2760/98, concerning the
implementation of CBC programmes in the framework of the Phare programmes. The projects
selected for support in the Phare CBC Hungary-Romania 2003 Programme are in accordance
with the content of the JPD.



JPD priority: Economic development

Phar e HU-2003/005-830.01 : “Cross Border Economic Development Grant Scheme
(€2.000 M)

The border region is mainly characterised by important differencesin the level of development
among backward and developing areas. These differences are present mainly in the areas of
infragtructure and industrial development. At the same time, the region disposes of important
inner resources that could be used in order to start the economic growth and level the existing
differences.

An important tool that could contribute to the economic growth in the border region is tourism
since the geographica characterigtics of the region make it suitable for nature-related touriam:
there are ample opportunities for equestrian, spa, hedlth, ecological and river tourism. Thereis
a wide choice of tourist developments in the border region, which could attract inhabitants
from the other side of the border and increase the cross border tourism. A basic condition for
that is the improvement of the conditions of hospitdity either a the well-known or a new
tourigt sites of the region, and the development of the quaity of the services and improved
marketing.

Another important background factor could be the development of the R&D sector and the
improvement of the conditions in the transfer of innovation. The results of the R&D sector are
materialised in new products, technologies, activities, contributing this way to the creation of
the basis of the renewa of economy. At present, Csongrad county disposes of the biggest
research base that has an outstanding role. The ingtitutiona framework of the sector can be the
garting point for the development of economy, but a present only part of the results are
utilised in the border region.

The improvement of the adgptation ability of the region and the widening of the range of R&D
activities can create the posshility of aflexible, salf- renewable economic development. Most
of the problems of co-operation arose from the differences between the two countries
inditutional background, the different levels of responghility of their inditutions and the
insufficient flow of information. To achieve an improvement in the effectiveness of co-operation
steps would be important to be made in the exchange of information and the development of
indtitutional co-operation.

An important problem is the unbalanced and uncontrolled distribution of information, which
could increase the regiond differences. Therefore it is important to establish an information
exchange base for the potential users of the results of the R and D activities (economic
organisations, ingtitutions) and the researchers, innovators. It is aso necessary to support them
in finding the mogt effective way to use the results of the sector (new brands, technologies). A
basic need in this respect is to have the possibility of usng high-level communication services,
which will dlow the soread of the most recent regiond information. Contacts via
communication networks and persona ways dso have a community-forming role, which is
essential for common cross-border economic development.



— Therefore the proposed Grant Scheme will provide support to the following activities
regpectively inthefidd of Training and innovation and Tourism:

— Training and innovation:

Organising training sessons, conferences and seminars with specid regard to cross-border
business activity.

Support of cluster building, networking for common research and development of new,
competitive products, services and technologies.

Providing suitable conditions for meetings, conferences, seminars and R&D activities in
relation to the above subject.

Tourism: Utilization of culturd heritage and naturd vaues.
Harmonised development of tourism on cross-border territories, co-operation in the field of
culture, ecologica- and medicind tourism

The expected results of the project are: Widening of the product and service scae
according to the new market demands (newly developed products, services and
technologies with consderable intdlectua added vaue, qudity conscious corporate
governance, qudity driven gpproach of SMIEs and other organisations);

Increased R& D activity and innovative outputs in the border region

Increased number of cross-border tourists

Projects aready part-financed by another EU funded programme may not be granted support
from this PHARE programme.

JPD priority: Environmental Protection and Water Management Projects

Phar e HU-2003/005-830.02 “CBC Environmental Infrastructure Networks (Grant
Scheme)” (€2.500 M)

In the border region there are three geographica unit concerned by water management: the
Upper Tisza Region, the Koros Vdley (incuding the catchment area of the Koros rivers, river
Beretty0, and the land between K 6ros and Maros rivers) and the Lower Tisza Region. These
areas cover highly endangered lands in terms of heavy flooding and inland water, lack of water
or bad water quality and sengitive water bases which give a specific importance to water
management infrastructure development and cross-border cooperation in the field of water
management in the border region. The Hungarian-Romanian border region faces yearly in one
or more of those problems.

The use of smdl-scde sawage utilities is an economic and environmentaly sound solution,
which helps to close the so-cdled public utilities scissor (decrease the difference between
number of dwellings connected to the water conduit network and number of dwellings
connected to the sewage system) in an effective way. This is the necessary and adequate
condition for smal settlements to develop cost-efficient sewage trestment programs instead of
goplying the expendve urban solutions.



The proposed grant scheme will finance activities in the fidd of water qudity and flood
prevention such as water base protection (eg. esablisnment of territorid monitoring
background for prevention and fast reaction in the case of environmenta damege risk),
preservation of surface and underground water resources (eg. purchase of monitoring
equipment for endangered aress, inddlations to prevent pollution), establishment of flood-
monitoring systems (purchase of equipment and software), preventive actions againg floods
(e.g. rehabilitation, modernisation of flood prevention facilities, dyke and reservoir system,
water control, pumping stations, water-redirection structures), preventive actions againgt
inland water (eg. improvement of water dissemination, candisation), solution of harmless
municipa sewage treatment and disposal and dudge disposd in settlements.

Projects dready part-financed by another EU funded programme may not be granted support
from this PHARE programme.

Phar e RO-2003/005-702.01 “Romanian Hungarian Corridor for the Biodiversity
Conservation” (€1.950 M)

The varied landscape in the Western part of Romania and the Eastern part of Hungary
contans diginctively vaduable ecosysems from the point of view of the biodiversty
conservation. Among these, an important part isto be found in the ecosystemsin Bihor.

In the mountai nous ecosystems the forested karst prevails, which is characteritic to this areg,
having anima and plant species protected both on a national and internationd leve, with
numerous caves and other karstic dements which give a unique note, having a particular value
from a scientific and tourist point of view. All these have led to the proposa of declaring this
nationd park, even though it dready exigts as such, but having only aforma character and not
being functiond.

The wetlands in the fidd have been much more numerous in the past, but dong with the
expangon of human communities and the intensive agriculture of last centuries, they have been
serioudy affected, their surface severdy dropped, their hydro regime aso being transformed
through regularisation and draining works, aswell.

Among dl these, a highlight is Radvani Forest Nature Reserve near Cefa commune, an
important reserve as a passage, feeding and nesting place for a large number of birds
protected both on an European and internationd level. This protected area is located on the
Panonic-Bulgarian avifaunistic migration corridor, dso neighbouring dong the frontier the Kis-
Sarret protected area near Biharugra, part of the Koros-Maros Nationa Park in Hungary.

Numerous species of plants, animas and habitats are to be found on the ligs of the Birds
Directives 79/409/CEE and Habitats 92/43/CEE.

The current risks for nature preservation in the concerned area are linked to the lack of
adequate management plans and to the lack of necessary equipment for monitoring and
protection. Then, the establishment of a transboundary co-operation framework through the
creation of a "green corridor” in order to develop co-operaion for the planning and
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implementation of some common management measures has been seen as an opportunity by
both sides.

In this context, the project, of which beneficiary is the Nationa Forestry Adminidiration —
Bihor Forestry Directorate (which administrates the forests within concerned protected areas)
proposes to develop the following activities to address those risks and to develop sustainable
ecotouriam initiatives in the region:

Component 1: Preparation of the management plans, Preparation of the technical
specifications and tender documents

The project will finance a Technica Assstance (TA) whose tasks will be:

— To asss the Bihor Forestry Directorate for the preparation of management plans for the
concerned aress. Potentiad synergies and co-operaion with the Koros-Maros National
Park will be explored.

In addition, the management plan will have to set up priorities consdering available resources
for maintenance costs and operationa expenditures, to ensure sustainability of proposed
messures. In this context, the TA will have to redefine the assessment of needs in terms of
monitoring and works:

— To asss the Bihor Forestry Directorate and the Koros-Maros Nationa Park to identify
and to implement joint research programmes

— To asss the Bihor Forestry Directorate to define awareness activities to be implemented
under component 4

— To asss the Bihor Forestry Directorate to develop a programme for promoting ecotourism
in concerned areas and in co-operation with the Koros-Maros National Park. This activity
includes the definition of promotion activities to be implemented under component 5.

The TA will have to assess the potentid demand, to provide recommendations in light of best
EU practice in the eco-tourism fidd and to ensure financid sustainability of proposed
measures. It will provide clear recommendations in terms of inditutiona responsbilities for
proposed measures.

All these activities will be carried out in cdose consultation with al concerned stakeholders
(NGOs, locd inhabitants...).

The TA will dso prepare the technical specifications and tender documents for procurement of
equipment under the monitoring component (component 2) and the procurement of works
for the Sites protection (component 3.a) and for the visitor centres (component 3.b).

Component 2: Equipment acquisition for the monitoring programme

The monitoring activity in these protected areas will consst in data gathering for the completion
of a database on the following components. water, air, soil, fauna, flora, and antropic impact.
The database will provide information for refining and implementing the management plan. In
order to ensure an optimum transboundary co-operation framework, the purchased equipment
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within this component will have to provide a technique level comparable to those of the
Adminigration of the Koros-Maros Nationa Park in Hungary.

Within this component, the procurement of the necessary equipment will be financed, such as
IT techniquelware; laboratory equipment for primary andyses of water, air, soil, fauna, flora
automated meteorologica gation, GIS; photo and video ware corresponding to the necessities
of the monitoring programmes.

Component 3: The realisation of the infrastructur e for protected areas management

a) Protection and conservation of the sites:

Under this component the following works/activities will be financed:
Congtruction and rehabilitation of the access ways in the protected areas

Equipment at the boundary of the protected areas (fences, hedges, ditches, barriers,
boundary stones, warning indicators etc.); these will be redised in order not to harm the
exigence of the passage ways of the wild animas

Maintenance equipment
Equipment for the fidd gtaff (uniforms, communication equipment etc.)

b) The creation of an administrative centre and of four visitor centres:

Within this activity there will be funded the building and the equipment of an adminidrative
centre for the Apuseni Mountains Natural Park and of 4 visitor centres, one in the Radvani
Forest Nature Reserve and 3 in the Apuseni Mountains Natura Park.

The Nationd Forestry Adminigtration — Bihor Forestry Directorate will support the operationa
cogts for these buildings.

Component 4: Public awareness raising and ecological education programmes

This component will be financed by Nationa Forestry Adminigration — Bihor Forestry
Directorate.

It will be redised public awareness rasing campaigns, seminars and meetings within al the
neighbouring communities with digribution of informative materids. These activities will be
redlised in co-operation with speciaised indtitutions and NGOs.

Component 5: The realisation and the promotion of the tourist programmes

Under this component will be financed programmes to promote ecotourism in each protected
area in accordance with their management plans. These programmes will be carried out taking
into account the equipment of the protected areas. The interest of visiting the whole network of
protected aress in both states will be promoted and a transooundary visiting circuit will be
defined.



Under this component, will be financed activities such as the endowment of the visitor centres
with informative materids the redisation of tourist tracks, sightseeing/obsarvation platforms,
rest lots, informative panels etc.

Conditionalities:

All legd framework rdated to environmenta aspects have to be accomplished and dl legd
endorsements and approvals have to be obtained before launching the tender for works
components.

The beneficiary (the Nationa Forestry Adminigtration — Bihor Forestry Directorate) commits
to renves dl incomes resulted from tourism activities for mantenance of the tourism
infrastructure and for the Sites protection

JPD priority: Joint Small Project Fund

Phar e HU-2003/005-830.03_and RO 2003/005-702.02 __“Joint Small Project Fund”
(€1.000 M)

The Joint Smdl Project Fund will be established as a flexible mechanism that finances the
“small-scale and people-to-peopl€’ projects with a cross-border impact referring to: business
co-operation, enterprise development, technology transfer and marketing, for smdl and
medium Size enterprises, training, employment, environment, measures for heath and cultura
exchanges, improvement of information flow and communications between border regions,
etc. In order to reach a sufficient impact, these schemes need to be implemented in a multi-
annud perspective. The project is indeed a continuation of the first JSPF, which was financed
under the Phare CBC RO/HU 2000 Programme and the JSPF financed under the Phare 2001
and 2002 programmes. Both sdes have thus agreed to continue thisinitiative in 2003.

The JSPF will operate following the Specific Guidelines developed for the 2000 exercise and
approved by the Commission Services (EC Delegations) and the "Practica Guide to contract
procedures financed from the generd Budget of the European Communities in the context of
externd actions'. Precise joint guiddines will be eaborated by the two countries, and will have
to be endorsed by both EC Delegations in Hungary and in Romania.

The Hungarian and Romanian Implementing Agencies will issue a cdl for proposds that must
be open and fair to dl digible organisations. An appropriate Team of Assessors will assess the
submitted gpplications. The fina decisons are taken on the basis of the recommendations of
the Joint Evaluation Committee.
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The project gpplicants will, in many cases, need consderable development assistance. Training
and information workshops may be organised to inform and assst would-be participants, o
as to ensure high transparency and encourage good quality proposas.

The JSPF is designed to make available a total Phare contribution of €500,000 / border
region. Up to 7% of the PHARE contribution (maximum €35,000 for each country) may be
used for expenditure relating to the preparaion, selection, appraisd and monitoring of the
assistance.

Co-financing is needed and will be one criterion for digibility of projects. Minimum co-

financing will be 10% of the cost of each soft project. Projects dready part-financed by
another EU funded programme may not be granted support from this PHARE programme.

Support activities:

Phare RO 2003/005-702.03 __ “Technical Assstance for Multi Annual Programming
and Implementation of Phare CBC Programmes
Romania-Hungary” (€0.550 M)

The project will provide short-term technical assstance, to the Implementing Agency for the
Phare CBC programme between Hungary and Romania. This assistance is referring to dl the
activities related to the Phare CBC projects life cycle (identification, programming, contracting,
implementation, etc), including revison of the JSPF documents.

The implementing authorities involved in the programming phase will be supported with short-
term expertise in order to produce relevant background documentation, feasibility studies,
project technica designs, terms of references, technica specifications and tender dossiers etc.
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2. Budget

2003 Phare Cross Border Programme at Hungarian Romanian Border (€)

CRISN® Project Title Phare Phare Phare
Institution | Investmen Total
Building t

HU ) 0 2.000.000 | 2.000.000
Cross-Border Economic

2003/ 005-830.01 | Development (Grant Scheme)

HU CBC Environmental 0 2.500.000 | 2.500.000
I nfrastructure Networks (Grant

2003/005-830.02 Scheme)

RO Romanian Hungarian Corridor | 250.000 | 1.700.000 | 1.950.000
for the Biodiversity

2003/005-702.01 Conservation

HU 500.000 0 500.000

2003/ 005-830.03 | Joint Small Project Fund

RO (JSPF) 500.000 0 500.000

2003/005-702.02

RO Technical Assistance for Multi | 550.000 0 550.000
Annual  Programming and

2003/005-702.03 I mplementation of Phare CBC
Programmes Romania-
Hungary
TOTAL 1.800.000 | 6.200.000 | 8.000.000

In accordance with the Phare Guidelines of 1999 and Revised Guiddines of 2002, dl
investment projects supported by Phare must receive co-financing from nationa public funds.

The Community contribution may amount to up to 75 % of the totd digiblel public

expenditure.

Co-financing for Indtitution Building projects is provided by the beneficiary bearing certain
infrastructure and operationd implementation cods, through financing the human and other
resources, required for effective and efficient absorption of Phare assstance.

1 Taxes are not an element eligible for co-financing
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3. Implementation Arrangements

3.1 Implementation Arrangementsin Hungary
a.) Financial and Project Management by the Candidate Country

The programme will be managed in accordance with the Phare Extended Decentraised
Implementation System (EDIS) procedures as set down in the EDIS Accreditation Decison
concluded between Hungary and the Commissior?. Prior to the EDIS Accreditation Decision,
implementation will follow Phare Decentrdised Implementation System (DIS) proceduress.
Extended Decentralisation will, however, apply from the date of accession at the latest.

The Nationd Aid Co-ordinator (NAC) will have overdl responshility for programming and
monitoring of Phare programmes. The National Authorisng Officer (NAO) and the Project
Authorising Officers (PAO) will ensure that the programmes are implemented in line with the
procedures laid down in the EDIS Accreditation Decision and/or the DIS Manual as well as
the other ingructions of the Commisson, and that al contracts required to implement the
Financing Memorandum are awarded using the procedures and standard documents defined
and most recently published by the European Commission for the implementation of Externd
Actions. The NAC and the NAO shdl be jointly responsible for co-ordination between Phare
(including Phare CBC), ISPA and SAPARD aswell as the Structural and Cohesion Funds.

The Nationa Fund (NF) in the Hungarian Ministry of Finance, headed by the NAO, will
supervise the financid management of the Programme, and will be responsible for reporting to
the European Commisson. The NAO shdl have ovedl responghility for financid
management of the Phare funds. He shdl ensure that the Phare rules, regulaions and
procedures pertaining to procurement, reporting and financia management as well as
Community State aid rules are respected, and that a reporting and project information system
is functioning. This includes the respongibility of reporting al suspected and actua cases of
fraud and irregularity. The NAO shdl have the full overdl accountability for the Phare funds of
aprogramme until the closure of the programme.

b.) Project size

All projects will be greater than €2 million, with the exception of the 2003/005-830.03, Joint
Smal Project Fund (JSPF), which will provide grants to micro-projects including actions
“people to people’ and small pilot projects in the border region. This justifies projects of a
amdler amount than €2 million. This is dso in compliance with Art.5 par. 2 of EC Regulation
n. 2760/98.

2 in accordance with the rules set down in the Council Regulation 1605/2002 (Financial Regulation), in particular Art.
164, Commission Regulation 2342/2002 (Implementing Rules of the Financial Regulation) and the annex of Council
Regulation 1266/1999

3 in accordance with the rules set down in Council Regulation 1605/2002 (Financia Regulation), the Commission
Regulation 2342/2002 (Implementing Rules of the Financiad Regulation) and the annex of Council Regulation
1266/1999
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c.) Deadlinefor contracting and execution of contracts, programming deadline
All contracts must be concluded by 30 November 2005.

Execution of al contracts must end by 30 November 2006. Budgetary commitments which
have not given rise to payments during three years counted from the date of the legd
commitment will be decommitted.

d.) Clearance of Accounts Procedure and Recovery of Funds

A dearance-of-accounts procedure in line with Art. 53 para 5 of the Financid Regulaion?
and Art. 42 of the Implementing Rules to the Financid RegulaiorP will be put in place.

Any proven irregularity or fraud® discovered a any time during the implementation of the
programme will lead to the recovery of funds by the Commission.

If the implementation of a measure gppears not to judtify ether a part or the whole of the
assstance dlocated, the Commission is to conduct an appropriate examination of the case, in
particular requesting the beneficiary country to submit its comments within a specified period
of time and to correct any irregularity.

Following the examination referred to in the previous paragraph, the Commisson may reduce,
sugpend or cancel assistance in respect of the measures concerned if the examination reveds
irregularity, an improper combination of funds or afalure to comply with one of the conditions
in the financing memorandum and in particular any sgnificant change affecting the nature or
conditions of implementation of the measure for which the Commission's gpprova has not
been sought. Any reduction or cancellation of the assstance is to give rise to recovery of the
sums paid.

Where the Commission considers that an irregularity has not been corrected or that al or part
of an operation does not judtify either al or part of the assistance granted to it, the Commission
is to conduct a suitable examination of the case and request the beneficiary country to submit
its comments within a specified period. After the examination, if the beneficiary country has
undertaken no corrective measures, the Commission may:

(@ reduceor cance any advance;

(b) cancd dl or part of the assistance granted to the measure.

The Commission is to determine the Size of a correction taking into account the nature of the
irregularity and the extent of any faluresin the management and control systems.

Any funds not used by the expiry date of the programme will be recovered by the
Commission. A find written declaration with supporting documentation shall be issued by the
NAO 2 months after al payments have been made, showing the tota amount contracted and

4 council Regulation 1605/2002 of 25 June 2002
S Commission Regulation 2342/2002 of 23 December 2002

6 As defined under number 8a (Audit and Anti-fraud Measures by the Candidate Countries) of this document
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disbursed. A find bank reconciliation showing the existing baances in the NF/IIA/CFCU shall
also be enclosed.

Notwithgtanding the recovery of unused and indigible funds after expiry of the Financing
Memorandum, a complementary recovery order may be issued after the find audit of the
reliability and consstency of contracts and disbursements as well as their compliance with the
provisons of the Financing Memorandum has been carried out, taking into account the
independent opinion of the fina audit.

The Nationa Authorisng Officer will ensure the rembursement of any unused funds or any
sum wrongly paid within sixty cdendar days of the date of natification. If the NAO does not
repay the amount due to the Community, the beneficiary country shdl refund this amount to the
Commission. Interest on account of late payments shdl be charged on sums not repaid by
gpplying the rules specified in the Financid Regulation governing the Community Budget.

e.) Financial Flows

The Commisson will transfer funds to the NF in accordance with the Memorandum of
Underganding signed between the Commission and Hungary in December 1998. Funds will
be transferred following requests from the NAO onto a separate bank account, denominated
in €, which will be opened and managed by the NF in a Bank agreed in advance with the
Commisson.

ad) Transfer of Fundsto the National Fund

A firgt trandfer of up to 20 % of the funds to be managed locdly”, representing pre-financing’
will be sent to the NF following sgnature of the Financing Memorandum and the Financing
Agreements (FAS) between the NF and the Implementing Agencies (IAs)/Centrd Finance and
Contracts Unit (CFCU). The provisions foreseen in articles 2 and 13 of the MoU on the NF
must aso be met. Furthermore, the NAO must submit to the Commission the designation of
the PAOs and a description of the system put in place, highlighting the flow of information
between the NF and the IA/CFCU and the manner in which the payment function will be
carried out.

Two further transfers of up to 30 % each of the funds to be managed localy will be made. The
second transfer will be triggered when 5 % of the budget has been disbursed by the IAs and
the CFCU. The third transfer may be requested when 35 % of the total budget in force has
been disbursed. A fourth transfer will be made when 70 % of the tota budget in force is
disbursed and when al expenditure has been incurred (i.e. fully contracted). No later than 2
months after dl payments have been made the National Fund will submit a find declaration of
expenditure, which will trigger a baancing operation of dl tranders agang find certified

7 asdefined in Art. 81.1.b.i of the Financial Regulation
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expenditure incurred, which at that point will be equa to payments made. (closure of
expenditure).

Exceptiondly the NAO may request payment of more than the percentages mentioned above
in accordance with the procedures laid down in the aforesaid Memorandum of Understanding.
Save for express prior authorisation from the Commission HQs, no interim payments may be
made if the trigger points mentioned above have not been respected.

bb.) Trandfer of Funds to the Implementing Agencies

The Nationd Fund will trangfer funds to IAs, including the Central Financing and Contracting
Unit (CFCU), in accordance with Financing Agreements (FAS) signed between the NFs and
the IASCFCU where gpplicable. Bank accounts for sub-programmes shal be opened in the
name of the relevant Implementing Agency/CFCU in charge of the financid adminigration of
the sub-programme in line with Art. 13 of the MoU on the Establishment of the Nationa Fund.

Under DIS, each individua FA will be endorsed in advance by the European Commission. In
cases where the NF is itsdf the paying agent for the CFCU/IA there will be no transfer of
funds from the NF to the CFCU/IA. The CFCU and the 1As must each be headed by a
Programme Authorising Officer (PAO) appointed by the NAO after consultation with the
NAC. The PAO will be responsible for dl the operaions carried out by the relevant
CFCUI/IA.

For those contracts with funds retained for a warranty period, the overdl tota of funds related
to those contracts, as caculated by the PAO and established by the Commission, will be paid
to the Implementing Agency before the officid closure of the programme. The Implementing
Agency assumes full responghbility of deposting the funds until find payment is due and for
ensuring that said funds will only be used to make payments related to the retention clauses.

The Implementing Agency further assumes full responshbility towards the contractors for
fulfilling the obligations related to the retention clauses. Funds not paid out to the contractors
after fina payments have been settled shdl be reimbursed to the Commission. An overview of
the use of funds deposited on warranty accounts - and notably of the payments made out of
them - and of interests accrued will annually be provided by the NAO to the Commisson.

cc.) Interest

In principle, al bank accounts® will be interest bearing. Interest will be reported to the
European Commission. If the Commission so decides, on the bass of a proposa from the
NAO, interest may be reinvested in the Programme.

f.) Implementing Agencies will be responsible for sub-programmes asfollows:

The Implementing Agency of the whole programme will be the Nationa Agency for Regiona
Development of the Prime Minigter's Office.

8 asdefined in Art.105 of the Implementing Rules

9in particular, but not exclusively, accounts run by the NF, the CFCU and |As
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g.) Environmental | mpact Assessment and Nature Conservation

The procedures for environmental impact assessment as set down in the EIA-directivel® are
fully applicable for dl investment projects under PHARE. If the El A-directive has not yet been
fully transposed, the procedures should be smilar to the ones established in the above-
mentioned directive. If aproject would fal within the scope of annex | or annex 11 of the EIA
Directive, the carrying out of the EIA-procedure must be documented?!?.

If a project is likey to affect Stes of naure conservetion importance, an appropriate
assessment according to Art. 6 of the Habitats-Directivel2 must be documented?!3.

All investment projects shdl be caried out in compliance with the rdevant Community
environmenta legidation. The Project Fiches will contain specific causes on compliance with
the rdevant EU-legidation in the field of the environment according to the type of activity
carried out under each investment project.

h.) Special rulesfor certain componentsfor the programme
Grant Schemes

For Grant Schemes, the precise implementation arrangements will be specified in the rdevant
project fichesin line with the following principles

The procedures and formats to be used in the implementation of the schemes and award
of the grants will follow the provisons of the Practicd Guide. In particular, due care will be
given to the selection process of the beneficiary projects, which has to be done at technica
level through sdlection committees composed of experts appointed by the authorities
which are co-financing the schemes as well as by the rdlevant administrations and interest
groups involved in the schemes.

The competent PAO for the programme under which the grant scheme is financed has to
retain hisher contractud and financid responsibility for the implementation of the schemes.
In particular, the PAO has to formally gpprove the call for proposds, application forms,
evauation criteria, as well as the sdlection process and results. The PAO has dso to sign
the grant contracts with the beneficiaries and to ensure adequate monitoring and financid
control under higher authority and respongbility. With this reservation, the management of
the schemes can be decentralised from the PAO to the appropriate bodies at sectora or
regiond leve.

10pRr 85/337/EEC; OJ L 175/40; 5.7.1985; as amended by DIR 97/11/EEC; OJL 73/5; 14.3.1997
11in Annex EIA to the corresponding investment project fiche
12 DIR 92/43/EEC; 0J 206/7; 22.7.1992

13in Annex Nature Conservation to the corresponding investment project fiche
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Prior to EDIS accreditation, the ex-ante gpprova of the Commission Deegation in
Budapest will be required, in conformity with the provisons of chapter 6 of the Practica
Guide (decentraised ex-ante control).

The implementation of sdlected projects through provison of works, supplies and services,
sub-contracted by the find beneficiaries of the individua grants, shal be subject to the
procurement regulationsin the Practicad Guide.

Following a positive assessment of the Implementing Agency's capacity to operationaly
and financidly manage the schemes in a sound and efficient manner (cf. Section 11 and
Annex 4 of the 2003 PHARE Programming Guide), the Commission Delegation may
decide to waive its ex-ante gpproval of sub-contracting carried out by fina beneficiaries of
individud grants. The detailed provisons governing the role of the Delegation in the above
mentioned sub-contracting phase will be specified, as gppropriate, in the exchange of
|etters between the Delegation and the Nationd Authorities following the above mentioned
assessment exercise.

Grant schemes will not involve projects for which PHARE contribution is more than €2
million and less than €50,000. This lower limit may be waived as a result of the above-
mentioned assessment of the Implementing Agency's capacity of giving assurance of sound
financid management. Thislower limit is not goplicable in the case of NGOs.

The financid commitments in Phare terms will be effected at the date of Sgnature of the grant
contracts by the competent PAO. The projects should be fully implemented before the expiry
date for contract execution of the present Financing Memorandum.

Small Projects Fund

The Small Projects Fund will finance projects below €50,000 (PHARE contribution). It will
not include physicd investments other than smdl infrastructure not generating substantial net
revenue.

For the CBC Small Project Fund, up to 7 % of the PHARE contribution may be used for
expenditure relating to the preparation, selection, appraisa and monitoring of the assstance.

3.2. Implementation arrangementsin Romania
a.) Financial and Project Management by the Candidate Country

The programme will be managed in accordance with the Phare Extended Decentraised
Implementation System (EDIS) procedures as set down in the EDIS Accreditation Decision,
concluded between Romania and the Commission!4. Prior to the EDIS Accreditation
Decison, implementation will follow Phare Decentradised Implementation System (DIS)

14 in accordance with the rules set down in the Council Regulation 1605/2002 (Financia Regulation), in particular
Art. 164, Commission Regulation 2342/2002 (Implementing Rules of the Financial Regulation) and the annex of

Council Regulation 1266/1999
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procedurest®. Extended Decentrdisation will, however, gpply from the date of accession at
the latest.

The Nationd Aid Co-ordinator (NAC) will have overdl responshility for programming and
monitoring of Phare programmes. The National Authorisng Officer (NAO) and the Project
Authorisng Officers (PAO) will ensure that the programmes are implemented in line with the
procedures laid down in the EDIS Accreditation Decision and/or the DIS Manual as well as
the other ingructions of the Commisson, and that dl contracts required to implement the
Financing Memorandum are awarded using the procedures and standard documents defined
and most recently published by the European Commission for the implementation of Externd
Actions. The NAC and the NAO shdl be jointly responsible for co-ordination between Phare
(including Phare CBC), ISPA and SAPARD aswell as the Structura and Cohesion Funds.

The Nationd Fund (NF) in the Romanian Minisiry of Finance, headed by the NAO, will
supervise the financid management of the Programme, and will be responsible for reporting to
the European Commisson. The NAO dhdl have overdl responghility for financiad
management of the Phare funds. He shdl ensure that the Phare rules, regulaions and
procedures pertaining to procurement, reporting and financial management as wel as
Community state aid rules are respected, and that a reporting and project information system
is functioning. This includes the respongibility of reporting al suspected and actua cases of
fraud and irregularity. The NAO shdl have the full overdl accountability for the Phare funds of
aprogramme until the closure of the programme.

b.) Project size
Following projects are smdler than €2 million:
2003/005-702.02, “ Joint Small Project Fund (JSPF)”, asindicated above.

2003/005-702.03 “Technica Assgtance for Multi Annua Programming and Implementation
of Phare CBC Programmes RomaniaHungary” given the Inditution Building neture of the
project

c.) Deadlinefor contracting and execution of contracts, programming deadline

All contracts must be concluded by 30 November 2005. In no case can the contracting period
exceed 3 years after the date of the globa commitment.

Execution of dl contracts must end by 30 November 2006. Budgetary commitments which
have not given rise to payments during three years counted from the date of the legd
commitment will be decommitted.

d.) Clearance of Accounts Procedure and Recovery of Funds

15 in accordance with the rules set down in Council Regulation 1605/2002 (Financial Regulation), the Commission
Regulation 2342/2002 (Implementing Rules of the Financiad Regulation) and the annex of Council Regulation

1266/1999
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A clearance-of-accounts procedure in line with Art. 53 para 5 of the Financid Regulationt6
and Art. 42 of the Implementing Rules to the Financid Regulaiont” will be put in place.

Any proven irregularity or fraud18 discovered a any time during the implementation of the
programme will lead to the recovery of funds by the Commission.

If the implementation of a measure gppears not to judtify ether a part or the whole of the
assstance dlocated, the Commission is to conduct an appropriate examination of the case, in
particular requesting the beneficiary country to submit its comments within a specified period
of time and to correct any irregularity.

Following the examination referred to in the previous paragraph, the Commisson may reduce,
sugpend or cancel assistance in respect of the measures concerned if the examination reveds
irregularity, an improper combination of funds or afalure to comply with one of the conditions
in the financing memorandum and in particular any sgnificant change affecting the nature or
conditions of implementation of the measure for which the Commission’'s gpprova has not
been sought. Any reduction or cancellation of the assstance is to give rise to recovery of the
sums paid.

Where the Commission considers that an irregularity has not been corrected or that al or part
of an operation does not judtify either al or part of the assistance granted to it, the Commission
is to conduct a suitable examination of the case and request the beneficiary country to submit
its comments within a specified period. After the examination, if the beneficiary country has
undertaken no corrective measures, the Commission may:

(@ reduceor cance any advance;

(b) cancd dl or part of the assistance granted to the measure.

The Commission is to determine the Size of a correction taking into account the nature of the
irregularity and the extent of any faluresin the management and control systems.

Any funds not used by the expiry date of the programme will be recovered by the
Commission. A find written declaration with supporting documentation shall be issued by the
NAO 2 months after al payments have been made, showing the tota amount contracted and
disbursed. A find bank reconciliation showing the existing balances in the NFIA/CFCU shdll
also be enclosed.

Notwithstanding the recovery of unused and indligible funds after expiry of the Financing
Memorandum, a complementary recovery order may be issued after the finad audit of the
religbility and consstency of contracts and disbursements as well as their compliance with the
provisons of the Financing Memorandum has been carried out, taking into account the
independent opinion of the find audit.

16 council Regulation 1605/2002 of 25 June 2002
17 Commission Regulation 2342/2002 of 23 December 2002

18 As defined under number 8a (Audit and Anti-fraud Measures by the Candidate Countries) of this document
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The Nationa Authorising Officer will ensure the reimbursement of any unused funds or any
sum wrongly paid within Sxty caendar days of the date of natification. If the NAO does not
repay the amount due to the Community, the beneficiary country shdl refund this amount to the
Commission. Interest on account of late payments shdl be charged on sums not repaid by
applying the rules specified in the Financid Regulation governing the Community Budget.

e.) Financial Flows

The Commisson will trandfer funds to the NF in accordance with the Memorandum of
Understanding signed between the Commission and Romania in December 1998. Funds will
be trandferred following requests from the NAO onto a separate bank account, denominated
in €, which will be opened and managed by the NF in a Bank agreed in advance with the
Commission.

aa) Trandfer of Funds to the National Fund

A firgt transfer of up to 20 % of the funds to be managed localy”, representing pre-financing®
will be sent to the NF following sgnature of the Financing Memorandum and the Financing
Agreements (FAS) between the NF and the Implementing Agencies (IAs)/Centra Finance and
Contracts Unit (CFCU). The provisions foreseen in articles 2 and 13 of the MoU on the NF
must dso be met. Furthermore, the NAO must submit to the Commission the designation of
the PAOs and a description of the sysem put in place, highlighting the flow of information
between the NF and the IA/CFCU and the manner in which the payment function will be
carried out.

Two further transfers of up to 30 % each of the funds to be managed localy will be made. The
second transfer will be triggered when 5 % of the budget has been disbursed by the IAs and
the CFCU. The third transfer may be requested when 35 % of the total budget in force has
been disbursed. A fourth transfer will be made when 70 % of the totd budget in force is
disbursed and when al expenditure has been incurred (i.e. fully contracted). No later than 2
months after dl payments have been made the National Fund will submit a find declaration of
expenditure, which will trigger a balancing operation of al tranders againgt find certified
expenditure incurred, which at that point will be equa to payments made. (closure of
expenditure)20.

Exceptiondly the NAO may request payment of more than the percentages mentioned above
in accordance with the procedures laid down in the aforesaid Memorandum of Understanding.
Save for express prior authorisation from the Commission HQs, no interim payments may be
made if the trigger points mentioned above have not been respected.

bb.) Trandfer of Funds to the Implementing Agencies

19 asdefined in Art. 81.1.b.i of the Financial Regulation
20 as defined in Art.105 of the mplementing Rules
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The Nationd Fund will transfer funds to IAs, including the Central Financing and Contracting
Unit (CFCU), in accordance with Financing Agreements (FAS) signed between the NFs and
the IAS'CFCU where gpplicable. Bank accounts for sub-programmes shal be opened in the
name of the relevant Implementing Agency/CFCU in charge of the financid adminigtration of
the sub-programme in line with Art. 13 of the MoU on the Establishment of the Nationa Fund.

Under DIS, each individua FA will be endorsed in advance by the European Commission. In
cases where the NF is itsdf the paying agent for the CFCU/IA there will be no transfer of
funds from the NF to the CFCU/IA. The CFCU and the 1As must each be headed by a
Programme Authorising Officer (PAO) appointed by the NAO after consultation with the
NAC. The PAO will be respongble for al the operations carried out by the relevant
CFCUI/A.

For those contracts with funds retained for a warranty period the overdl total of funds related
to those contracts, as caculated by the PAO and established by the Commission, will be paid
to the Implementing Agency before the officid cosure of the programme. The Implementing
Agency assumes full respongbility of deposting the funds until find payment is due and for
ensuring that said funds will only be used to make payments related to the retention clauses.

The Implementing Agency further assumes full responghility towards the contractors for
fulfilling the obligations related to the retention clauses. Funds not paid out to the contractors
after find payments have been settled shal be reimbursed to the Commission. An overview of
the use of funds deposited on warranty accounts - and notably of the payments made out of
them - and of interests accrued will annudly be provided by the NAO to the Commission.

cc.) Interest

In principle, al bank accounts?! will be interest bearing. Interest will be reported to the
European Commission. If the Commission so decides, on the bass of a proposa from the
NAO, interest may be reinvested in the Programme.

f.) Implementing Agencies will be responsible for sub-programmes asfollows:

The Implementing Agency of the whole programme will be the Ministry of European
Integration (MoOEI).

g.) Environmental Impact Assessment and Nature Conservation

The procedures for environmenta impact assessment as set down in the EIA-directive?2 are
fully applicable for dl investment projects under PHARE. If the EI A-directive has not yet been
fully trangposed, the procedures should be smilar to the ones established in the above-

21ip particular, but not exclusively, accounts run by the NF, the CFCU and IAs

22 p|R 85/337/EEC; OJ L 175/40; 5.7.1985; as amended by DIR 97/11/EEC; OJL 73/5; 14.3.1997
22



mentioned directive. If aproject would fal within the scope of annex | or annex 11 of the EIA
Directive, the carrying out of the ElA-procedure must be documented?3.

If a project is likely to affect Stes of nature conservetion importance, an appropriate
assessment according to Art. 6 of the Habitats-Directive24 must be documented?.

All investment projects shdl be carried out in compliance with the rdevant Community
environmenta legidation. The Project Fiches will contain specific dauses on compliance with
the rdlevant EU-legidation in the fidd of the environment according to the type of activity
carried out under each investment project.

h.) Special rulesfor certain componentsfor the programme
Grant Schemes

For Grant Schemes, the precise implementation arrangements will be specified in the relevant
project fichesin line with the following principles

The procedures and formats to be used in the implementation of the schemes and award
of the grants will follow the provisons of the Practicad Guide. In particular, due care will be
given to the selection process of the beneficiary projects, which hasto be done at technica
level through sdlection committees composed of experts appointed by the authorities
which are co-financing the schemes as well as by the relevant adminigrations and interest
groups involved in the schemes.

The competent PAO for the programme under which the grant scheme is financed has to
retain hisher contractud and financia responsibility for the implementation of the schemes.
In particular, the PAO has to formally approve the cal for proposas, application forms,
evauation criteria, as well as the sdection process and results. The PAO has dso to sign
the grant contracts with the beneficiaries and to ensure adequate monitoring and financid
control under higher authority and respongbility. With this reservation, the management of
the schemes can be decentralised from the PAO to the appropriate bodies at sectoral or
regiond leve.

Prior to EDIS accreditation, the ex-ante gpprova of the Commission Deegation in
Bucharest will be required, in conformity with the provisons of chapter 6 of the Practica
Guide (decentraised ex-ante control).

The implementation of sdected projects through provision of works, supplies and services,
sub-contracted by the find beneficiaries of the individua grants, shal be subject to the
procurement regulations in the Practical Guide.

Following a podtive assessment of the Implementing Agency's capacity to operationaly
and financialy manage the schemes in a sound and efficient manner (cf. Section 11 and
Annex 4 of the 2003 PHARE Programming Guide), the Commission Delegation may

23 in Annex EIA to the corresponding investment project fiche
24 DIR 92/43/EEC; 0J 206/7; 22.7.1992

25 in Annex Natur e Conservation to the corresponding investment project fiche
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decide to waive its ex-ante gpprova of sub-contracting carried out by fina beneficiaries of
individud grants. The detalled provisons governing the role of the Delegation in the above
mentioned sub-contracting phase will be specified, as appropriate, in the exchange of
|etters between the Ddlegation and the Nationd Authorities following the above mentioned
assessment exercise.

Grant schemes will not involve projects for which PHARE contribution is more than €2
million and less than €50,000. This lower limit may be waived as a result of the above-
mentioned assessment of the Implementing Agency's capacity of giving assurance of sound
financid management. Thislower limit is not gpplicable in the case of NGOs.

The financid commitments in Phare terms will be effected at the date of Sgnature of the grant
contracts by the competent PAO. The projects should be fully implemented before the expiry
date for contract execution of the present Financing Memorandum.

Small Projects Fund

The Smal Projects Fund will finance projects below €50,000 (PHARE contribution). It will
not include physicd investments other than smdl infrastructure not generating subgtantial net
revenue.

For the CBC Small Project Fund, up to 7 % of the PHARE contribution may be used for
expenditure relating to the preparation, selection, gppraisal and monitoring of the assstance.

4. Monitoring and Evaluation

Project implementation of this programme will be monitored through the Joint Monitoring
Committee (IMC). It includes the NAO, the NAC and the Commission services. The IMC
will meet a least once a year to review dl Phare funded programmes in order to assess their
progress towards meeting the objectives set out in Financing Memoranda and the Accession
Partnership. The IMC may recommend a change of priorities and/or the re-allocation of Phare
funds. Furthermore the JMC will review the progress of al pre-accesson EU-funded
assistance programmes once ayear (PHARE, ISPA and SAPARD).

For the PHARE programme, the IMC will be asssted by Sectord Monitoring Sub-
Committees (SMSC) which will include the NAC, the PAO of each Implementing Agency
(and of the CFCU where gpplicable) and the Commission Services. The SMSC will review in
detall the progress of each programme, including its components and contracts, assembled by
the IMC into suitable monitoring sectors. Each sector will be supervised by one SMSC on the
bass of regular monitoring reports produced by the Implementing Agency, and interim
evauations undertaken by independent evduators. The SMSC will put forward
recommendations on aspects of management and design, ensuring these are effected. The
SMSC will report to the IMC, to which it will submit overadl detailed opinions on dl Phare
financed programmes in its sector.

The Commission services shal ensure that an ex-post evauation is carried out after completion
of the Programme.
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5.) Audit and Anti-Fraud M easures

a.) By the Candidate Countries?6

Each year an audit plan and a summary of the findings of the audits carried out shdl be sent to
the Commission. Audit reports shal be at the disposal of the Commission.

Appropriate financid control shal be carried out by the competent nationd financia control
authority with respect to the implementation of the programme.

Bendficiary countries shal ensure investigation and satisfactory trestment of suspected and
actud cases of fraud and irregularity following nationad or Community controls.

Irregularity shal mean any infringement of a provison of nationd or Community law2?, this
Financing Memorandum or ensuing contracts or resulting from an act or omisson by an
economic operator, which has, or would have, the effect of prgudicing the genera budget of
the Communities or budgets managed by them, ether by reducing or losng revenue accruing
from own resources collected directly on behdf of the Communities, or by an unjudtified item
of expenditure.

Fraud shdl mean any intentiond act or omission rdaing to:

(i) the use or presentation of false, incorrect or incomplete statements or documents, which has
as its effect the misappropriation or wrongful retention of funds from the genera budget of the
European Communities or budgets managed by, or on behdf of, the European Communities,

(i) non-disclosure of information in violation of a specific obligation, with the same effect,

(iii) the misgpplication of such funds for purposes other than those for which they are origindly
granted.

The nationd authorities shal ensure the functioning of a control and reporting mechanism
equivaent to the one foreseen in Commission Regulation 1681/9428.

In particular, al suspected and actud cases of fraud and irregularity as well as al messures
related thereto taken by the nationa authority must be reported to the Commission services
without delay. Should there be no suspected or actud cases of fraud and irregularity to report,
the beneficiary country shdl inform the Commission of this fact within two months following the
end of each quarter.

b.) By the Commission

All Financing Memoranda as well as the resulting contracts are subject to supervison and
financid control by the Commisson (including the European Anti-fraud Office) and audits by

26 i accordance with the rules set down in Art. 54 of the Financial Regulation

27 defined as the enti rety of Community rules applicable between the Parties of the Financing Memorandum (for
example the Europe Agreements, the Framework Agreement, the Memorandum of Understanding on the
Establishment of the National Fund etc.).

280JL 178; 12.7.94; p. 43-46
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the Court of Auditors. This includes on-the-pot checks and, as long as the Extended
Decentraisation System is not yet gpplicable to the Implementing Agencies in the Candidate
Country concerned, measures such as ex-ante verification of tendering and contracting carried
out by the Delegation in the Candidate Country concerned.

In order to ensure efficient protection of the financid interests of the Community, the
Commisson may conduct on-the-spot checks and ingpections in accordance with the
procedures foreseen in Council Regulation (Euratom, EC) No. 2185/962°.

The accounts and operations of the National Fund, and, where applicable, the CFCU and all
relevant Implementing Agencies may be checked at the Commission’s discretion by an outside
auditor contracted by the Commission without prgudice to the responshilities of the
Commisson and the European Union's Court of Auditors as referred to in the “Generd
Conditions relating to the Financing Memorandum” attached to the Framework Agreement.

6. Visbility/Publicity

The gppropriate Programme Authorising Officer will be responsble for ensuring that the
necessary measures are taken to ensure gppropriate publicity for dl activities financed from the
programme. Thiswill be donein close liaison with the Commission Delegetion.

7.1. Special conditions

In the event that agreed commitments are not met for reasons which are within the control of
the Government of Hungary and/or Government of Romania, the Commisson may review the
programme with aview, a the Commisson’s discretion, to cancelling dl or part of it and/or to
redlocate unused funds for other purposes consstent with the objectives of the Phare
programme.

7. 2 Special conditionsfor Romania

For Romania, successful implementation of the 2003 Phare Cross Border Programme
between Romania and Hungary, requires the Government of Romania to make a particular
effort to identify and remedy gaps and weaknesses in the management of cross-border co-
operation programmes. The National Aid Co-ordinator will, by 31 March 2004 € aborate and
present to the Commission a CBC capacity building plan, covering the period 2004-2006,
soecifying the actions needed to reinforce the implementing agency and implementing
authorities. The plan should cover the measures necessary in order to ensure that the above
bodies have an adequate endowment of qudified full-time personnd, sufficient operating
budgets and that al other necessary conditions exist for the effective implementation of current
and future CBC programmes. The document will describe the first concrete actions dready
implemented to bring the adminidrative capacity (human resources and logigtics
transportation, access to international phone numbers, etc.) to a sufficient level for the year
2004. No contract co-financed by Phare dlocation to Romania may be sgned before this
condition isfulfilled.

29 0JL 292; 15.11.1996; p. 2-5
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