[image: image1.jpg]



	

	COUNCIL OF

THE EUROPEAN UNION
	
	Brussels, 8 June 2006



	
	
	10324/06

LIMITE



	
	
	NT 13


"A" ITEM NOTE 
	From:
	Permanent Representatives Committee

	On:
	8 June 2006

	To:
	Council

	Subject :
	ASSOCIATION WITH TURKEY
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1. In view of the 45th meeting of the Association Council with Turkey, the Permanent Representatives Committee has prepared the position of the European Union as it appears in Annex I. 
The main elements of the key statements to be made by the Presidency and by the Commission are set out in Annex II. 
2. The Council is therefore invited to endorse the Union's position as set out in the Annexes to this note.
________________________
45th MEETING OF THE EC-TURKEY ASSOCIATION COUNCIL

(Luxembourg, 12 June 2006)

POSITION OF THE EUROPEAN UNION
The European Union welcomes the holding of the 45th meeting of the EC-Turkey Association Council. The EU regards this Association Council meeting as a good and timely opportunity to review progress in EU-Turkey relations which entered a new phase after the opening of the accession negotiations on 3 October 2005. 
1.
Relations between the EU and Turkey
The European Council in December 2004 decided to open accession negotiations with Turkey on 3 October 2005 and set out the framework and the requirements for starting them. The European Council on 16 and 17 June 2005 referred to the conclusions of the European Council of 16 and 17 December 2004 on enlargement highlighting "the need to implement them fully". 
Firstly, Turkey was to bring into force six pieces of legislation enhancing human rights and the functioning of the judiciary and secondly, Turkey was expected to sign the Additional Protocol extending its existing Association Agreement with the EU to all new Member States, including the Republic of Cyprus. 
On 1 June 2005, the six pieces of legislation were brought into force. On 29 July 2005, Turkey signed the Additional Protocol adapting the EC-Turkey Association Agreement to the accession of 10 new countries on 1 May 2004. Subsequently, accession negotiations with Turkey were opened on 3 October 2005 as planned with the first meeting of the EU-Turkey Intergovernmental Conference.
The Framework for accession negotiations was agreed by the Council of Ministers on 3 October 2005. In line with the December 2004 European Council conclusions this Framework sets out the method and the guiding principles of the negotiations. 
Additionally, the Framework underlined that the advancement of the negotiations will be guided by Turkey's progress in preparing for accession, and that this progress will be measured against the Copenhagen criteria for accession and the other requirements set out in paragraph 6 of the document, including the obligation to extend the Association Agreement to all new Member States. The Union is concerned that this obligation remains as yet to be fulfilled. In this respect, the Union recalls the Declaration of the EC and its Member States of 21 September 2005.
Against this background, the Union underlines that this meeting of the Association Council provides a good opportunity to review progress in the accession process and to consider priorities for further work within the framework of the Association Agreement and the Customs Union.

2.
The Enhanced Pre-Accession Strategy
Based on the Commission's recommendation of 6 October 2004 as confirmed by successive meetings of the European Council, the Union has continued to follow a strategy consisting of three aspects.
Firstly, the Union is fully committed to supporting efforts to reinforce the political reform process in Turkey. As mentioned in the Negotiating Framework adopted on 3 October 2005, negotiations were opened on the basis that Turkey sufficiently meets the political criteria set by the Copenhagen European Council in 1993, and respects the principles enshrined in Article 6(1) of the Treaty on European Union and reiterated in the Charter of Fundamental Rights. 

The advancement of the negotiations will be guided by Turkey's progress in preparing for accession and will be measured against the Copenhagen criteria for accession and the other requirements set out in paragraph 6 of the Negotiating Framework. The Negotiating Framework emphasises the need for Turkey to "sustain the process of reform and to work towards further improvement in the respect of the principles of liberty, democracy, the rule of law and respect for human rights and fundamental freedoms, including relevant European case law; to consolidate and broaden legislation measures specifically in relation to the zero tolerance policy in the fight against torture and ill-treatment and the implementation of provisions relating to freedom of expression, freedom of religion, women's rights, ILO standards including trade union rights, and minority rights. " The Framework document also stresses the need "to ensure the irreversibility of progress in these areas and its full and effective implementation, notably with regard to fundamental freedoms and to full respect of human rights."
In order to assist Turkey in achieving further progress towards meeting the accession criteria, the Council adopted on 23 January 2006 a revised Accession Partnership which lays down updated priorities. These priorities provide a yardstick on the basis of which progress of the reform process can be measured. The EU recalls that the advancement of negotiations would be guided inter alia by progress in implementing the Accession Partnership.
The Union is looking forward to the adoption of a new National Programme for the Adoption of the Acquis, which should reflect the priorities, formulated in the Accession Partnership and would serve as a planning tool for further reforms. This should also contribute to the consolidation of the political reform process in order to guarantee its irreversibility and ensure its uniform implementation throughout the country and at all levels of the administration.

Secondly, based on the Negotiating Framework adopted on 3 October 2005, the first phase of accession negotiations began on 20 October with the analytical examination of the acquis (screening). This process allows candidate countries to familiarise themselves with the acquis and allows the Commission and the Member States to evaluate the degree of preparedness of candidate countries before deciding whether a chapter can be opened for negotiations. 
Screening is scheduled to last one year, ending in October 2006. The Commission prepares screening reports on each chapter with a recommendation to the Council either to open the chapter for negotiations, or to indicate relevant benchmarks that would allow to measure when the chapter is ready to be opened. The screening process is proceeding smoothly. The first screening reports on "Science and Research" and "Education and Culture" were sent to the Council in February and others followed. In response to an invitation by the Presidency, Turkey has presented its negotiating position on "Science and Research" and "Education and Culture". The first screening reports in which the Commission proposes opening benchmarks are those on Public Procurement and Competition. 

Thirdly, in June 2005, the Commission adopted a Communication with the aim to promote dialogue between civil society in the EU and the candidate countries, in particular Turkey, on issues and concerns relating to enlargement. The Communication sets out a general framework on how to establish and reinforce links between civil society in the EU and candidate countries. The long-term objective of the dialogue is to prepare civil society in the EU and candidate countries for future enlargement.

Bilateral exchange projects will be funded under the pre-accession financial support for Turkey. A financial decision funding grant schemes of approximately € 25 million addressing priority targets such as professional organisations, youth, university and city twinning is expected to be adopted by the Commission soon. Public and private institutions and civil society organisations both in the EU and in candidate countries are called upon to contribute to the dialogue and increase mutual links in the future.
As regards the enhanced political dialogue and political criteria, political transition is ongoing in Turkey. Important legislative reforms have entered into force and should lead to structural changes in the legal system, particularly in the judiciary. However, the pace of change has slowed in the last year. Significant further efforts are needed in particular regarding the implementation of the reforms. Although human rights violations are diminishing, they continue to occur and there is an urgent need to both implement legislation already in force and, with respect to certain areas, to take further legislative initiatives. 
In this context, the EU takes note of the recently announced 9th reform package which is intended to address some of the outstanding issues. In particular, Turkey should integrate better the reform process into the work of all public authorities. Turkey’s commitment to further political reforms should be translated into more concrete achievements for the benefit of all Turkish citizens regardless of their origin.
The Union therefore calls on Turkey to vigorously pursue its reform process and implementation in view of ensuring respect of the Copenhagen political criteria. As a negotiating country, Turkey is expected to intensify efforts towards meeting the Copenhagen accession criteria. This requires in particular ensuring steady and tangible progress throughout the different areas arising under the political criteria. 

On civil-military relations, while some changes have been introduced over the last year, further efforts are needed to ensure full civilian control over the military, in line with practice in EU Member States. It is essential that Turkey consolidates reforms adopted in previous years and remains committed to further reforms in this area. Turkey should work towards greater accountability and transparency in the conduct of security affairs in line with Member States' practice. In particular, public statements by the military should only concern military matters and should only be made under the authority of the government. The civilian authorities should fully exercise their supervisory functions, in particular as regards the formulation of the national security strategy and its implementation, especially with regard to relations with neighbouring countries. A full parliamentary oversight of military and defence policy and all related expenditure should be established, including external audit. Any remaining competence of military courts to try civilians should be abolished. In this context the EU notes the government's recent proposals on a draft law on Court of Audits, as well as amendments to the Law on Establishment and Legal Procedures of the Military Courts. 
As regards the judiciary, the system has been further strengthened via the adoption of structural reforms. Important progress was made with the entry into force on 1 June 2005 of the Penal Code, the Code of Criminal Procedure, the Law on Enforcement of Sentences and the Law on the Establishment of the regional Courts of Appeal. Judges and prosecutors have a considerable role to play in the implementation of reforms. It is therefore of crucial importance that sustained efforts continue with respect to the training of judges, prosecutors and lawyers in particular as regards their duties and obligations to respect International and European Conventions in the area of human rights and fundamental freedoms, as required under Article 90 of the Turkish Constitution. Turkey needs to address some other outstanding issues such as ensuring the independence and strengthening the functioning of the High Council of Judges and Prosecutors as well as ensuring equality of arms between prosecution and defence. The EU trusts that the ongoing judicial proceedings as regards the events in Şemdinli will be held in accordance with the principle of the rule of law and the independence of the judiciary.
As regards observance of international human rights law, the Union reiterates the need for Turkey to comply with the European Convention for the Protection of Human Rights and Fundamental Freedoms, including full and timely execution of all judgments of the European Court of Human Rights.
There has been progress in the fight against torture and ill-treatment, and incidence is diminishing. Reforms adopted in Turkey over the last years have contributed to establish a legislative and regulatory framework capable of combating effectively torture and other forms of ill-treatment. At the same time, the Union is concerned that there continue to be reports of torture and ill-treatment and those perpetrating such crimes still often go unpunished. Turkey should therefore pursue vigorously its efforts to ensure full implementation of existing legislation and to reinforce the fight against impunity. Appropriate training for all concerned services is needed including aspects related to forensic science as foreseen under the Istanbul Protocol. Turkey should ensure its objective of a "zero tolerance" policy against torture and ill-treatment in line with the European Convention on Human Rights and the recommendations of the European Committee for the Prevention of Torture. 
As regards freedom of expression, serious concerns remain. Despite recent positive developments where prosecuted individuals were acquitted, there are still a number of cases pending against individual persons for non-violent expression of opinion on the basis of Article 301 of the new Penal Code as well as other articles. In some cases, persons have been convicted. Furthermore, the risk of being subject to legal procedures under these articles can discourage the exercise of freedom of expression. If judges and prosecutors continue to give a restrictive interpretation of these provisions, Turkey will have to amend the vaguely formulated articles in line with the relevant EU standards. There are persisting concerns about far-reaching provisions in the draft Anti-Terror law which could have some negative implications for the exercise of fundamental freedoms, inter alia for freedom of expression, pre-trial detention and the rights of defence.
In the area of freedom of religion no progress has been observed over the last year in terms of addressing the difficulties faced by non-Muslim religious minorities. These minorities continue to experience difficulties connected with access to legal personality, property rights, training, residence rights and work permits of Turkish and non Turkish clergy, schools and internal management. There are also serious concerns about confiscations and sales of properties belonging to non-Muslim religious community foundations. The Union urges Turkey to promptly adopt legislation addressing all these difficulties in a comprehensive manner and in full compliance with European standards and to suspend all sales and confiscations pending the adoption of this legislation. In this context, the EU notes the government's proposal on a draft law on Foundations which is intended to address some of these issues and underlines the importance for this draft law to meet the relevant European standards. The EU urges Turkey to re-open the Heybeliada (Halki) Greek Orthodox Seminary. The Union also calls on Turkey to address the situation of the Alevi community which continues to experience difficulties in terms of recognition of places of worship, representation in relevant state bodies as well as in relation to compulsory religious education.

As regards minority rights, cultural rights and the protection of minorities, the Union welcomes the progress made as regards local private radio/TV broadcasting in Kurdish which started operating in some cities in the Southeast. However, the conditions applying to such broadcasting are still restrictive. The Union calls upon Turkey to remove remaining obstacles, particularly with regard to local and regional private radio/TV broadcasters in languages other than Turkish. Turkey is also urged to adopt appropriate measures to support the teaching of languages other than Turkish and to ensure cultural diversity and promote respect for and protection of minorities in accordance with the European Convention on Human Rights and the principles laid down in the Council of Europe's Framework for the Protection of National Minorities and in line with best practice in Member States. Action is also needed to resolve the problems of the Greek minority living on the islands of Gökçeada (Imvros) and Bozcaada (Tenedos).
As concerns women’s rights, the Union remains concerned by the high incidence of domestic violence and in particular by "honour killings", which continue to occur in spite of the heavy penalties provided for by the new Penal Code. The Union welcomes the investigation on honour killings conducted by a parliamentary commission, and looks forward to the adoption of the relevant report. There are other sources of concern in particular the low participation in the labour market and in political life and the relatively low rate of enrolment in education especially in some regions of the country.
There is no tangible progress concerning trade union rights. The Union calls upon Turkey to make the necessary amendments to the laws regulating trade union rights, namely the trade unions law and the collective bargaining, strike and lockout law, in order to achieve trade union rights in line with EU standards and the relevant ILO conventions.

The EU is concerned about the increasing tension in the Southeast. In this context, the EU regrets the death of civilian demonstrators, including children, during the recent violent disturbances in Diyarbakir. The situation in the Southeast has deteriorated since the resumption of violence by the PKK, which is on the EU list of terrorist organisations. 
The EU unequivocally condemns the action of the PKK and calls upon it to cease all provocations and violence immediately. As regards action taken by the security forces, the EU expects restraint to be shown according to the situation. The Union encourages Turkey to develop a comprehensive approach - including dialogue - to reducing regional disparities, and in particular to improve the situation in Southeast Turkey, with a view to enhancing economic, social and cultural opportunities for all Turkish citizens, including those of Kurdish origin. The system of village guards should be abolished and steps taken to clear the area of landmines. The situation of internally displaced persons remains difficult, with many living in precarious conditions. The Union encourages Turkey to implement fully the Law on Compensation of Losses Resulting from Terrorist Acts adopted in 2004 and amended last year. 
The Union calls on Turkey to commit itself to good neighbourly relations. In this context, Turkey should address any sources of friction with its neighbours and refrain from any threat or action which could negatively affect good neighbourly relations and the process of peaceful settlement of border disputes. In this context, the Union encourages Turkey to intensify efforts towards the resolution of outstanding border disputes with all its neighbours in conformity with the principle of peaceful settlement of disputes in accordance with the UN Charter, including, if necessary, jurisdiction of the International Court of Justice. 

On Cyprus, Turkey's support for efforts for a comprehensive settlement of the Cyprus problem within the UN framework and in line with the principles on which the Union is founded will continue to be essential, whilst contributing to a better climate for a comprehensive settlement. Furthermore, the Union calls on Turkey to take concrete steps for the normalisation of bilateral relations between Turkey and all EU Member States, including the Republic of Cyprus as soon as possible. In this context, the Union recalls its declaration of 21 September 2005. The Union also regrets that Turkey has not yet changed its policy towards Cyprus' membership of international organisations and mechanisms such as the Wassenaar arrangement.
With regard to the economic criteria, Turkey can be regarded as a functioning market economy, as long as it firmly maintains its recent stabilisation and reform achievements. Turkey should also be able to cope with competitive pressure and market forces within the Union in the medium term, provided that it firmly maintains its stabilisation policy and takes further decisive steps towards structural reforms. 
Further significant gains on macroeconomic stabilisation have been achieved over the last year. Due to a rigorous and cautious policy mix, fiscal consolidation continued, debt dynamics improved and inflation further decreased, while economic growth has remained robust. Considerable progress has been made on improving public financial management and control, and as a result fiscal transparency has increased. A reform process has been initiated for the social security and health systems, aiming at curbing deficits in the long run and providing universal health insurance for all. The successive improvements in the supervisory and regulatory framework of the banking sector and the advances in privatisation are progressively tightening economic agents' financial discipline and improving Turkey's business and investment climate. Foreign direct investment has picked up, albeit from a low level.

To build upon this progress, macroeconomic stabilisation, based on budgetary restraint, should be further pursued. The recent sharp increase in the current account deficit requires careful monitoring and a readiness to take prompt actions. Further structural reforms, in particular aimed at strengthening the rule of law, enhancing privatisation and enterprise restructuring while taking appropriate measures in order to tackle the social aspects of these reforms, correcting labour market imbalances, in particular the very low female labour force participation and reducing the informal economy should underpin and strengthen the stabilisation process. Resources should be more efficiently allocated, in particular by a reform of key factor markets. Commitments to restrict the total wage bill should be respected. The reform of public expenditures budgetary procedures should be continued and a full implementation of improved regulatory and legal frameworks should be ensured.
Education levels are still comparatively low by OECD or EU standards: girls and the poor are at particular disadvantage. Human capital should be improved by providing equal opportunities for disadvantaged groups, in particular for the girls and the poor. 

Regarding policy making, the EU underlines the importance of effective co-ordination and implementation. Independence of regulatory authorities, in particular the independence of the Central Bank should continue to be safeguarded. 

As regards Turkey’s ability to adopt and implement the EU legal order, there has been some, though uneven, progress over the last year. Progress has taken place in the area of free circulation of goods, in particular concerning the implementation provisions covered by the new approach, including the possibility for Turkey to notify conformity assessment bodies, as well as market surveillance. For the other areas, i.e. old approach and non harmonised areas, no progress took place. Despite the EC-Turkey Customs Union, circulation of products is not yet entirely free.

There has been some progress in provisions relating to free movement of capital. Certain restrictions have been lifted, but foreigners still face some restrictions to the purchase of real estate and the possibility to engage in certain economic sectors. Some progress has taken place in the important area of money laundering, but alignment remains incomplete.

Some progress took place concerning company law, in particular as regards accounting standards and auditing. Overall alignment remains limited for this chapter.

Alignment concerning intellectual property rights is advanced, and has further improved. Also some improvement has been made concerning enforcement of the legislation, but this remains the weakest aspect of the system. 

In the area of competition policy, provisions concerning anti trust are satisfactorily aligned and implemented by the competition authority. However, as regards state aids, no progress can be reported in adopting the state aid law or on the stepping up of the state aid authority. Therefore, in the field of state aid, the alignment process has not started despite bilateral commitments. Progress in this area is crucial and particular attention should be devoted to transparency and state aids control in the steel sector.

Some progress has been made concerning financial services, and in particular insurance and supplementary pension sector. Progress in the banking sector needs to be consolidated. Nevertheless, overall alignment in this area is limited, and the administrative capacity needs to be strengthened.

In the area of information society and media, some progress can be recorded concerning electronic communication and information technologies, where liberalisation proceeded, and information society services. Effective implementation of the legislation requires further development of the administrative capacity. In the area of audiovisual policy, both recent progress and overall alignment remain limited. 

Concerning agriculture and fisheries, progress was very limited. Some initiatives have been taken concerning rural development but these need to be reinforced. Overall the alignment and administrative capacity remain very limited.

Alignment in the areas of food safety, veterinary and phytosanitary policy is also fairly limited. Phytosanitary policy shows some limited progress. Alignment is higher in certain specific sub-sectors of general foodstuff policy, but still incomplete, and implementation appears difficult. The Union calls on Turkey to remain unequivocally committed to the adoption of the legislative package comprising "Food, feed, veterinary and hygiene provisions" to allow further progress on the legislative alignment. The administration has started work to identify the problems on the ground and the areas where administrative reinforcement is needed. Administrative structures will need major upgrading.

Progress concerning transport is uneven among the various modes of transport. Some progress took place concerning road transport, where alignment is more advanced, but implementation remains incomplete. Substantial legislative and institutional reforms are needed in the rail sector. In maritime transport some progress can be reported on legislative alignment and strengthening of administrative capacity. Turkey is still on the black list of the Secretariat of the Paris Memorandum of Understanding on Port State Control. Improving the flag State performance of the Turkish fleet remains a priority issue. The ongoing efforts to further decrease the detention rates must be pursued. With regard to air transport some progress can be noted although overall alignment remains limited. 

On energy, overall some progress has been achieved, notably as regards security of supply and renewable energies. While progress remained limited concerning the establishment of the internal energy market, there was none concerning state aids in the sector, nor on energy efficiency. If Turkey develops a nuclear energy generation capacity, administrative capacities must be strengthened to ensure a high level of nuclear safety. Some progress has been made concerning radiation protection. Turkey contributed to the establishment of the Energy Community for South East Europe, and remains invited to join the Energy Community. 

Progress in the area of taxation is limited, as concerns both indirect taxation, and direct taxation. Overall the Turkish fiscal regime partially complies with the acquis, but substantial alignment is still required. The size of the informal economy remains a concern. The administrative capacity needs extensive upgrading.

Some progress has been recorded concerning statistics, and in particular as regards classifications, sector statistics. The alignment with the acquis is currently limited, but co-operation between Eurostat and the State Institute of Statistics is continuing. Some progress was made in the area of employment and social policy. However, while alignment is relatively advanced on health and safety at work, substantial efforts are still required in areas such as social dialogue, gender equality and antidiscrimination. A major task lies ahead as concerns implementation and strengthening of administrative capacity. 

The Turkish strategy concerning industrial policy is already largely in line with the basic principles of the EU. Since the previous Report some additional progress can be reported, in particular for SME policy. Progress is uneven on regional policy and coordination of structural instruments. No development took place since the previous Report on territorial organisation, and programming. Progress has taken place in the legislative framework, and financial management and control. Considerable efforts remain necessary to set up the institutional structures. Administrations for implementation of regional policy should be established, both at central and regional level, and subsequently upgraded.

In the areas covered by the judiciary and fundamental rights, Turkey has made progress in aligning with EU standards and practices concerning the judiciary and anti-corruption measures. However, further steps are needed to ensure the independence and efficiency of the judiciary. Corruption remains a serious problem in a number of areas of the economy and public affairs; further action is necessary to improve the efficiency of the relevant bodies established to combat corruption and to raise public awareness of corruption as a serious criminal offence. In this context, the EU notes the government's proposals aimed at increasing transparency in the public administration and in the financing of political parties. 

Turkey continued to align its legislation in the area of justice, freedom and security, which is partly in line with the acquis. Further progress is necessary in a number of areas such as adoption of a law on protection of personal data, adoption and implementation of the National Action Plan on Border Management, implementation of the National Action Plan on Migration and Asylum, lifting the geographic limitation to the Geneva Convention and developing inter-agency co-operation. The EU reiterates the importance it attaches to the ongoing negotiations on a readmission agreement and invites Turkey to conclude and implement it urgently.
Concerning environment, Turkey has made limited progress, in particular as regards horizontal legislation. The overall level of transposition of the acquis remains low. Weaknesses in the implementation and enforcement are still of concern. Turkey needs to take steps to integrate environmental policy into the definition and implementation of all other policies.

Alignment in the area of consumers and health protection is advancing steadily. In particular progress was made in the implementation of non-safety related measures. For safety related measures, no further progress took place. Some development was recorded concerning public health, and in particular concerning tobacco legislation. The administrative capacity should be reinforced. 

Provisions concerning the customs union are aligned to a large extent, also to comply with bilateral EC-Turkey agreements. However, further alignment of the Turkish Customs Code with that of the EC is still needed. Non-customs legislation applied in free zones and the continuation of weaknesses in intellectual property rights enforcement in customs controls is a matter of concern.
The commercial aspects of EU policy on external relations are largely followed by Turkey, as a commitment deriving form the EC-Turkey customs union. Turkey managed to align to a large extent with the EC GSP regime.
3.
The State of Bilateral Relations under the Association Agreement and the Customs Union 
3.1.
General

The EC-Turkey Association Agreement is in force since 1964 and the Customs Union was established in 1995. The Customs Union is more than a trade agreement, because it commits Turkey to alignment with an important part of the acquis which is instrumental to the functioning of the Customs Union.

Despite the overall success of the Customs Union, there are a number of unfulfilled commitments by the Turkish side. This is particularly serious, considered that most of these commitments are long overdue and that Turkey is now a negotiating candidate country. This relates in particular to technical barriers to trade, such as the use of mandatory standards, unnecessary requests for document and certificates and excessive testing procedures, as well as cumbersome customs procedures. It also relates to lack of alignment in the State aids area, to the enforcement of intellectual property rights and to provisions which discriminate between EU and Turkish operators. Market access for foreign producers in several sectors, including alcoholic beverages and ceramics is obstructed through non tariff barriers and discriminatory treatment. Turkey is urged to remove technical barriers to trade and to fulfil its commitments in the State aids field. Moreover, maintaining illegal import licences is not compatible with the Customs Union. Therefore the Union urges Turkey to make immediate progress in this area by removing existing illegal import licences. Referring to the recent changes in legislation concerning energy drinks, the Union recalls that Turkey is supposed to follow the obligation under Articles 7 and 10 of the Customs Union decision to notify in advance the EC through the Customs Union Joint Committee (CUJC) and to provide all relevant information.

As regards legislation on intellectual property rights, serious gaps in the enforcement capacity reduce its implementation and its effectiveness. The Union urges Turkey to take all necessary steps in order to ensure the comprehensive and effective protection of legitimate rights. In particular the Union invites Turkey to address serious problems related to counterfeiting of trade marks. 
Despite the significant progress in the dispute on pharmaceuticals, certain issues need to be clarified. Moreover, Turkey has approved at least one pharmaceutical product in violation of the provisions on intellectual property right contained in Decision 1/95. The speciality approved has also reached the market. This approval has taken place while discussions are ongoing to settle a dispute, and constitutes a worrying precedent, and a cause of legitimate, systemic and serious concern. This would not allow the Commission to close the action ongoing under the Trade Barrier Regulation, and would have to be considered during the accession negotiation process. Turkey should resolve the existing disputes, either bilaterally, or by agreeing to refer the matter to the competent judicial institutions. 
Turkey has still not taken any meaningful steps concerning the fulfilment of its obligations with regard to State aid neither as regards commitments agreed under the Customs Union nor on commitments taken under the Free Trade Agreement on ECSC products. Finally, Turkey has not completed its alignment to the common external tariff. 
On a number of occasions, the EU urged Turkey to remove all restrictions on the free movement of goods, including restrictions on Cyprus-flagged vessels and vessels serving the Cyprus trade. 
Actions in these areas - combined with greater macro-economic stability - would enable a better exploitation of the potential of the Customs Union and would also contribute to the improvement of the investment climate, fostering foreign direct investment. 
With regard to public procurement, Turkey has not made any progress in the alignment of legislation. Particularly worrying are the growing number of exemptions from the public procurement rules in force. Turkey is invited to design and implement a strategy which allows to align with the acquis.
The negotiations to extend the Customs Union in the area of public procurement and services seem to have lost their momentum; no meetings having taken place since 2003. The EU considers that there are important opportunities for both parties in this area, and hopes negotiations can resume soon. 
Concerning trade in agricultural products, an agreement has been reached as regards adaptations to be made to the bilateral agricultural trade preferences (under Decision 1/98 of the EC-Turkey Association Council) to take account of EU enlargement in 2004. These changes will be implemented in 2006 by means of a new Association Council Decision. 

Turkey continued to operate its long-standing ban on imports of beef meat, live bovine animals and derivate products, including fertilisers of animal origin, which in the view of the Community is not in line with Turkey's international obligations and deprives EU exporters of important trade concessions granted under Decision No 1/98 of the EC-Turkey Association Council. This ban is unacceptable and represents a serious obstacle to agricultural trade relations and to further agricultural trade liberalisation. In April 2005, Turkey accepted to offer compensation to the EU for the market disruptions caused by the Turkish beef ban, while it remains in place. However, these discussions are stalled since Turkey has not proposed acceptable compensations in the milk sector which is most hit by the ban. The Union urges Turkey to rapidly seek a satisfactory solution to this problem and lift the ban without further delay. 

In respect of commitments under WTO, the EU urges Turkey to respect the limitations for export subsidies for flour. 

3.2.
Additional Protocol
By signing in July 2005 the Additional Protocol adapting the EC-Turkey Association Agreement to the accession of 10 new countries on 1 May 2004, Turkey has made commitments towards the EU and all its Member States, including the Republic of Cyprus, and is expected to meet them fully. However, as yet the procedure for its ratification by the Parliament has not been initiated and there has been no development in terms of removing the restrictions.
In accordance with its declaration of 21 September 2005 as well as with the Accession Partnership with Turkey, adopted by a Council decision on 23 January 2006, the European Community and its Member States expect full, non-discriminatory implementation of the Additional Protocol, and the removal of all obstacles to the free movement of goods, including restrictions on means of transport. Turkey must apply the Protocol fully to all EU Member States. The Union underlines that under the Association Agreement Turkey is obliged to allow for the free movement of goods with all Member States. In particular, restrictions on shipping do not allow operators to choose the most economical way of transport and therefore result in barriers to free movement of goods and to trade.  

The Union will monitor this closely and evaluate full implementation in the course of 2006. The European Community and its Member States stress that the opening of negotiations on the relevant chapters depends on Turkey's implementation of its contractual obligations to all Member States. Failure to implement its obligations in full will affect the overall progress in the negotiations. 
3.3. 
Participation in Community programmes and Agencies 
Turkey participates in several Community programmes and Agencies. Its dynamic involvement in the Community programmes of Education and Culture has led to positive results in this area: Turkey's participation in Leonardo, Socrates and Youth Programmes will be continued, as of 2007, under the new generation programmes. As of 1 January 2006 Turkey has become the 31st participant of the Culture 2000 and as of next year of Culture 2007. Turkey continues to participate actively in a series of programmes in the area of Employment and Social Affairs - such as Gender Equality, Combating Discrimination, Combating Social Exclusion and Incentive measures in the field of Employment. In addition it participates in three programmes managed by DG Enterprise: Multiannual Programme for Enterprises, Structuring the European Research Area, eContent plus programme, which will be integrated in the new Competitiveness and Innovation Programme (CIP) as of January 2007. 
Turkey participates in the joint actions part of the Customs and Fiscalis Programmes as well as the Community Actions in the Field of Public Health. Turkey takes part in the 6th Framework programme on Research (FWP) and as of 2007 will participate in the 7th FWP.

Cooperation with the European Monitoring Centre for Drugs and Drug Addiction and European Environment Agency continues. Discussions are underway on possible participation in other Community Programmes and Agencies, in order to further broaden the cooperation between Turkey and the EU.

4.
Financial Co-operation
Grant assistance 

As regards grant assistance, the 2006 pre-accession financial assistance programme consists of a country programme as well as associated expenditure on multi-country programmes, such as TAIEX or SIGMA, and administrative expenses bringing the overall total to € 500 million. The key priorities for the 2006 programme, reflecting the Commission recommendation of October 2004 and the conclusions of the Brussels European Council of December 2004, are: the political criteria, including some closely-related subjects in the sector of justice, liberty and security; economic and social cohesion, targeted on the poorest regions in Turkey, and focussing on strategic planning and project preparation; implementation of the acquis; and promotion of the EU-Turkey Civil Society Dialogue. 

In order to promote mutual understanding between EU and Turkish citizens and to dispel misconceptions, the Union is particularly concerned to ensure a rapid launch of the first actions under the EU-Turkey Civil Society Dialogue, and underlines the necessity to ensure that adequate resources are made available on the Turkish side to ensure the smooth implementation of these actions.  

Overall, the implementation of the programmes suffers from a number of shortcomings that undermine its efficiency and effectiveness, due to lack of quality control, delays and contracting backlogs. In light of the increased assistance budget and the weaknesses identified, Turkey needs to improve substantially its capacity to manage and use EU funds effectively. Unless these issues are addressed rapidly, it may be necessary to suspend the Commission's payments and ex-ante controls for a part of the on-going programmes. Turkey should improve the staffing and the institutional anchoring of the institutions involved in the implementation of the programmes, as well as the coordination among the ministries involved. An addendum to the Memorandum of Understanding on the Establishment of the Central Finance and Contracting Unit (CFCU) which has been signed at the beginning of 2006 has now been ratified by the Turkish Grand National Assembly. The Union also recalls the linkage between project financing and progress made in the harmonisation with the corresponding elements of the acquis. 

Turkey is further encouraged to establish the necessary institutions and prepare the programmatic documents required for the implementation of the IPA (Instrument for Pre-Accession Assistance), which will come into force in 2007. These preparations are delayed by nearly one year.
Concerning the Union's timetable for the establishment of the framework for IPA implementation, adoption of the IPA Regulation by the Council is foreseen in June. Adoption of the IPA Implementing Regulation by the Commission is foreseen in July.

Drafting of the Multi-annual Indicative Planning Document, which will set out the main orientations of the IPA programme in Turkey for 2007-2009, has already begun, and Turkey has been consulted on its content. Its adoption by the Commission is planned in autumn. In this perspective, the Union expects the Turkish side to draw up its programmes and negotiate them with the Commission services by the end of the year, so that the programmes can be considered by the IPA committee in the first quarter of 2007 and adopted by the Commission in the second quarter of 2007.  

Loans

As regards lending, the Commission also continues to seek a high degree of complementarities between the pre-accession financial assistance programme and the on-going reform programmes supported by the international financial institutions in areas such as education, environment, communications, health, agriculture, transport, regulatory reform, private sector development and public procurement.

Total EIB lending in Turkey since 2000 stands at € 2.35 billion, confirming the Bank's commitment to support the country's economic development and European integration through suitable long-term finance. Under the new Financial Perspectives, a substantial fraction of the EIB lending mandate for enlargement is foreseen for lending to Turkey. This is only the volume under the "Community guaranteed" lending mandate. In addition the EIB is ready to invest additional funds on its own risk under the "pre-accession facility". An adequate coordination between the Community and the other donors should be sought.
The EU calls upon to Turkey to assist in the identification and development of viable project proposals, in particular exploiting synergies with EU grant assistance.

5.
External Relations and Regional Co-operation

Regional stability and good relations with neighbouring countries are of the utmost importance. The Union therefore supports the continued orientation of Turkey's foreign and security policy towards the EU. It welcomes Turkey's active participation in multilateral dialogue in the framework of the Common Foreign and Security Policy (CFSP), including the regular meetings at Political Director, European Correspondent and Working Group level. Turkey has shown a keen interest to continue its active participation within the European Security and Defence Policy (ESDP) and has continued to exchange views on international issues. 
Turkey can play an important role for stability and sustainable economic development in regions such as the Middle East and the Southern Caucasus. The EU would welcome an intensified dialogue on the region and in particular on how the EU and Turkey can co-operate more closely towards this aim. In this context, the Union recalls that the border between Turkey and Armenia is still closed and hopes that through dialogue, the bilateral relations will improve. 
At the same time, the Union notes current difficulties in EU-NATO strategic cooperation and calls upon Turkey to reconsider its position towards including all EU Member States. Turkey has yet to sign the International Criminal Court Statute. The EU welcomes Turkey's continued participation in the Barcelona Process to further promote good neighbourly relations, encourage political stability, reinforce the solution of human rights issues and support democratic developments whilst enhancing economic and commercial co-operation.

________________________
ANNEX II
Item 3 of the Agenda: "Accession Strategy, in particular in the light of the Accession Partnership and of the Commission's 2005 Progress Report" – outline for the statement by the Presidency

· State that this meeting provides a good and timely opportunity to review EU-Turkey relations after the opening of accession negotiations and to consider priorities for further work within the framework of the Association Agreement and the Customs Union.

· Recall that, in line with relevant European Council conclusions, accession negotiations kicked off at the first EU-Turkey Intergovernmental Conference on 3 October 2005. On that date, EU-Turkey relations entered into a new decisive phase of a very demanding and challenging process. This process will be guided by the Negotiating Framework and the revised Accession Partnership adopted by the Council in January which clearly sets the priorities to be fulfilled in the path towards accession. 

· Underline that, as clearly set out in the Negotiating Framework, the advancement of the negotiations will be guided by Turkey's progress in preparing for accession, and that this progress will be measured against the Copenhagen political criteria for accession and the other requirements set out in paragraph 6 of this document.

· Note that the first phase of accession negotiations began with the analytical examination of the acquis, the so-called screening. Recall that the screening reports on four chapters ("Science & Research", "Education & Culture", "Public Procurement" and "Competition") have already reached the Council. Turkey was invited to present its negotiating position on the first negotiating chapters discussed, i.e. "Science & Research" and "Education & Culture". The positions on "Science & Research" and on "Education & Culture" have already been received. Welcome the start of substantive negotiations at the Intergovernmental Conference to follow. In this context, stress that further progress in the accession process would depend on Turkey's performance.
· In this regard, recall the need for Turkey to sustain the rhythm of political reform. Significant further efforts are needed in particular regarding the implementation of the reforms. Reiterate the great importance of the irreversibility and sustainability of the reform process and the need for its full and effective implementation. In particular, Turkey should integrate better the reform process into the work of all public authorities thus resulting to more concrete achievements for the benefit of all Turkish citizens regardless of their origin. Therefore call upon Turkey to vigorously pursue its reform process and implementation at all levels of administration and throughout the country in view of meeting the Copenhagen accession criteria as well as existing obligations under the Association Agreement and the Customs Union. 
· As regards in particular the Copenhagen political criteria, underline that hard work is needed as Turkey "sufficiently" fulfils them. It is therefore evident that steady and tangible progress is needed in various areas such as freedom of religion, protection of minorities and exercise of cultural rights, social rights, civil-military relations. Most of these issues are covered in the revised Accession Partnership as short term priorities that Turkey needs to fulfil. In this regard, recall the importance of a National Plan for the Adoption of the Acquis and strongly encourage Turkey to adopt it as soon as possible. 
· Note important progress as regards the judiciary. Stress the considerable role that judges and prosecutors need to play in the implementation of reforms and therefore the crucial importance of continuing sustained efforts with respect to the training of judges, prosecutors and lawyers in particular as regards respect for International and European Conventions in the area of human rights and fundamental freedoms. Underline the need to address outstanding issues such as ensuring the independence and strengthening the functioning of the High Council of Judges and Prosecutors. In this context, also express trust that the ongoing judicial proceedings as regards the events in Şemdinli will be held in accordance with the principle of the rule of law and the independence of the judiciary.
· Freedom of religion is an area where no concrete progress can be observed in terms of addressing the various well-known difficulties faced by non-Muslim religious minorities. The latter are still denied legal personality. In addition, confiscations and sales of properties belonging to non-Muslim religious community foundations raise serious concerns. Therefore urge Turkey to adopt legislation addressing all these difficulties in a comprehensive manner and in full compliance with European standards - and particularly the European Convention on Human Rights - and to suspend all sales and confiscations and to re-open the Heybeliada (Halki) Greek Orthodox Seminary. 

· Express concern about the situation in the Southeast, the increasing instability and tension. Condemn the actions of the PKK and call upon it to cease all violence immediately. At the same time, call upon the security forces to show restraint when using force according to the situation. In more general terms, strongly encourage Turkey to develop a comprehensive approach - including dialogue - to reducing regional disparities, and in particular to improve the situation in Southeast Turkey, with a view to enhancing economic, social and cultural opportunities for all Turkish citizens, including those of Kurdish origin. 
· As regards the Additional Protocol adapting the EC-Turkey Association Agreement to the accession of ten new Member States, recall that - in accordance with its declaration of 21 September 2005 as well as the Accession Partnership - the European Community and its Member States expect its full and non-discriminatory implementation, and the removal of all obstacles to the free movement of goods, including restrictions on means of transport. Turkey must apply the Protocol fully to all EU Member States. The opening of negotiations on the relevant chapters depends on Turkey's implementation of its contractual obligations to all Member States. Turkey's failure to implement its obligations in full will affect the overall progress in the negotiations. The Union will evaluate full implementation of requirements of this declaration in the course of this year. 
· Stress the need for further improvement in Turkey's relations with its neighbours but also recall the Union's position on resolution of outstanding issues in conformity with the principle of peaceful settlement of disputes in accordance with the UN Charter. Call on Turkey to refrain from any threat or action affecting negatively good neighbourly relations and the process of peaceful settlement of border disputes. The Union regrets the recent incident over the Aegean which resulted in the collision of a Turkish and a Greek aircraft and the loss of a Greek pilot. Such incidents have a negative impact on good neighbourly relations.
· Commend Turkey for the continued orientation of its foreign and security policy towards the EU. Note current difficulties in EU-NATO cooperation and call upon Turkey to reconsider its position towards including all EU Member States. 

Item 3 of the Agenda: "Accession Strategy, in particular in the light of the Accession Partnership and of the Commission's 2005 Progress Report" - speaking points for the Commission

· Since 3 October, the EU-Turkey relations have substantially changed in nature. Overall, the screening is proceeding well with delegations participating almost every week in the screening meetings on various policy areas. 

· The screening reports on four chapters ("Science & Research", "Education & Culture", "Public Procurement" and "Competition") have already reached the Council. Turkey was invited to present its negotiating position on the first negotiating chapters discussed, i.e. "Science & Research" and "Education & Culture". The positions on "Science & Research" and on "Education & Culture" have already been received. We welcome the start of substantive negotiations at the Intergovernmental Conference to follow.

· However, the opening of accession negotiations further emphasises the importance of the political criteria. Clear reference to this is made in the Negotiating Framework. Continued implementation of the reforms in the light of the political criteria is essential. The pace of reforms will determine progress in accession negotiations. 

· Further tangible progress is absolutely needed this year, in line with the conclusions of the 2005 Progress Report and with the revised Accession Partnership adopted by the Council in January.

· The Commission is looking forward to the adoption of a revised National Programme for the Adoption of the Acquis (NPAA). This should serve as a planning tool to guide future reforms in the area of the political criteria. It is of utmost importance that the NPAA reflects the priorities set out in the Accession Partnership.

· The Commission takes note of the announced legislative package to be adopted before parliament recess. It is of crucial importance that the new laws included in the package are fully in line with the EU standards. 
· While legislative reforms are ongoing, on the ground the picture continues to be mixed and implementation remains weak and uneven. 
· On civil-military relations, it is essential that reforms continue. The objective should be to ensure full civilian control over the military. We trust that the judicial proceedings on the events of Şemdinli will be held in accordance with the principle of the rule of law and the independence of the judiciary.

· There is persistent concern in the area of freedom of expression. In spite of some positive decisions, there are still a number of court cases against people expressing non-violent opinions. A positive trend in the case law needs to be established. However, if judges and prosecutors continue to give a restrictive interpretation of these provisions, then all vaguely formulated articles should be amended in line with the relevant EU standards. 

· We see no progress in addressing the difficulties faced by Muslim and non-Muslim religious minorities and communities. Amendments to the draft law on Foundations would only bring real progress if the text is improved in accordance with the comments submitted by the Commission. All sales or confiscation of properties which belong or belonged to non-Muslim religious foundations should be suspended.
· We are concerned at the unrest in the Southeast. We understand Turkey's concerns about the terrorist threat. However, as spelled out in the Accession Partnership, Turkey should adopt a comprehensive strategy addressing the economic, social and cultural needs of all citizens living in the region.
· On the anti-terror law: we fully understand the need to tackle the terrorist threat but this should not be done at the cost of fundamental freedoms. As with the Penal Code, Turkey should avoid including in the new text vaguely formulated provisions which will open the door to restrictions on freedom of expression.
· Turkey needs to honour its commitments to fully implement the Additional Protocol adapting the EC-Turkey Association Agreement to the accession of ten new Member States.

· Turkey should remove existing obstacles to the free movement of goods including restrictions on means of transport which are in breach of existing obligations under the Association Agreement. 

· This will be monitored closely, and full implementation will be evaluated later this year. As set out in the Negotiating Framework, the opening of accession negotiations on the relevant chapters depends on Turkey's implementation of its obligations to all Member States under the Association Agreement. Failure to implement its obligations in full will affect the overall progress in the negotiations. 

Item 4 of the Agenda: "State of relations under the Association Agreement and the Customs Union"– speaking points for the Commission

· Our relations under the Association Agreement have further developed over the year. The Customs Union has allowed continuous growth in trade. The latest figures indicate that annual exchanges reached 75 billion Euros.
· The Customs Union is also important in building confidence and strengthening interdependence. One example is our decision allowing Turkey to notify Conformity assessment bodies. This will facilitate trade and improve the competitive environment in Turkey. 
· Despite the overall success of the Customs Union, there are a number of unfulfilled commitments by the Turkish side, many of which are long overdue. It is essential that Turkey complies with existing commitments which will also allow the potential of the Association Agreement to be fully exploited. 
· The EU therefore calls on Turkey to fully implement the Additional Protocol extending the Association Agreement to all Member States including Cyprus. This entails the removal of all obstacles to free movement of goods, including restrictions on means of transport. The EU underlines that under the Association Agreement, Turkey is already obliged to remove restrictions which, in particular, do not allow operators to choose the most economical way of transport of goods.
· Furthermore, Turkey needs to address a number of longstanding trade irritants which have been on the agenda of the Association Council for years. I am thinking in particular of :
· The beef ban. Turkey's ban on imports of beef meat, live bovine animals and derivate products, are in breach with Turkey's international obligations. This represents a serious obstacle to agricultural trade relations and to further agricultural trade liberalisation. The Union underlines that Turkey needs to lift the ban without further delay. 
· Illegal import licences. There are a number of such licence requirements covering a number of goods, and including information technology products. The Union urges Turkey to remove such barriers immediately.

· State aid. The EU reminds Turkey of its obligations in this field, both as regards commitments agreed under the Customs Union and those under the Free Trade Agreement on Coal and Steel products.

· Intellectual property rights (IPR). The Union urges Turkey to take all necessary steps in order to ensure the comprehensive and effective protection of intellectual property rights. In particular the Union invites Turkey to address as soon as possible serious problems related to counterfeiting of trade marks as well as piracy.

· We are also concerned over the protection of intellectual property on pharmaceuticals. The recent approval of at least one generic pharmaceutical product in violation of the provisions on intellectual property rights is an example in this respect, and is of serious concern. 

· Alcoholic beverages and agro-alimentary products. Turkey needs to remove the burdensome import licensing requirements, discriminatory taxation and unclear application of customs valuation methods. 

· Energy drinks. The Union recalls that Turkey should provide the scientific rationale which leads to set specific content requirements and notify modifications to the relevant legislation.

· Outside the Customs Union, we note the agreement on the adaptations of agricultural trade preferences to take account of EU enlargement in 2004. 

· For the future, the Commission remains ready and willing to resume the negotiations on services and public procurement, for the mutual advantage of both parties. I hope that we will take advantage of this opportunity to further strengthen our ties.

________________________
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