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[ ENGLISH TEXT — TEXTE ANGLAIS]

FRAMEWORK AGREEMENT

BETWEEN
THE SWISS FEDERAL COUNCIL
AND

THE GOVERNMENT OF THE REPUBLIC OF
CYPRUS

CONCERNING

THE IMPLEMENTATION OF THE
COOPERATION PROGRAMME
BETWEEN SWITZERLAND AND CYPRUS
TO REDUCE ECONOMIC AND SOCIAL
DISPARITIES WITHIN THE ENLARGED
EUROPEAN UNION
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THE SWISS FEDERAL COUNCIL (hereinafter referred to as "Switzerland")

AND

THE GOVERNMENT OF THE REPUBLIC OF CYPRUS (hereinafter referred to
as "Cyprus")

hereinafter collectively referred to as "the Parties",

AWARE of the importance of the enlargement of the European Union (EU)
for the stability and prosperity in Europe;

NOTING the solidarity of Switzerland with the endeavours of the EU to
reduce economic and social disparities within the EU;

HAVING regard to the friendly relations between the two countries;
DESIROUS of strengthening these relations and the fruitful cooperation
between the two countries;

INTENDING to promote further the social and economic development in the
Republic of Cyprus;

IN VIEW of the fact that the Swiss Federal Council has expressed, in a
Memorandum of Understanding with the European Community of 27
February 2006, the intention that Switzerland shall contribute up to
1'000'000'000 CHF (one bilion CHF) to reduce economic and social
disparities within the enlarged EU (hereinafter referred to as “Memorandum
of Understanding”);

have agreed as follows:

Article 1 - Definitions

For the purpose of this Agreement, unless the context otherwise requires:

“Contribution” means the non-reimbursable financial contribution
granted by Switzerland under this Agreement;

“Project” means a specific project or programme or other joint
activities in the framework of this Agreement. A programme consists of
component projects linked by a common theme or shared objectives;

“Commitment” means the allocation of a certain amount of the
Contribution to a Project agreed upon by the Parties;

“Project Agreement” means an agreement between the Parties and, if
need be, additional contracting parties, on the implementation of a Project
agreed upon by the Parties;

"National Coordination Unit" (NCU) means the unit in the Republic of
Cyprus in charge of the coordination of the Cooperation Programme
between Switzerland and Cyprus;
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“Intermediate Body” means any legal public or private entity which
acts under the responsibility of the NCU or which carries out duties on behaif
of the NCU with regard to Executing Agencies implementing Projects;

“Executing Agency” means any public authority, any public or private
corporation as well as any organization recognized by the Parties and
mandated to implement a specific Project financed under this Agreement.
The term “Executing Agency” is equivalent to the term “Final Beneficiary”
used in the EU terminology;

“Implementation Agreement” means an agreement between the NCU
and/or the Intermediate Body and the Executing Agency for the
implementation of the Project;

Article 2 - Objectives

1. The Parties shall promote the reduction of economic and social disparities
within the enlarged EU through Projects mutually agreed upon between the
Parties and in line with the Memorandum of Understanding and the Conceptual
Framework for the Cooperation Programme between Switzerland and Cyprus
as outlined in Annex 1 of this Agreement.

2. The objective of this Agreement is to establish a framework of rules and
procedures for the planning and implementation of the cooperation between the
Parties.

Article 3 - Amount of the Contribution

1. Switzerland agrees to grant a non-reimbursable Contribution towards the
reduction of economic and social disparities within the enlarged EU of up to
CHF 5,988.000 million (five million nine hundred and eighty eight thousand
Swiss Francs) to Cyprus for a Commitment period of five years and a
disbursement period of ten years, starting from the approval date of the
Contribution by the Swiss Parliament, which is 14 June 2007.

2. Switzerland shall accept submissions of Final Project Proposals according to
Annex 2, Chapter 2.4 for Commitment or re-commitment of funds until two
months before the end of the Commitment period.

3. Funds not committed during the Commitment period shall not be available
anymore for the Cooperation Programme between Switzerland and Cyprus.
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Article 4 - Scope

The dispositions of this Agreement shall apply to national and/or trans-national
Projects financed by Switzerland or co-financed by Switzerland with multilateral
institutions and other donors, executed by an Executing Agency, mutually
agreed upon by the Parties.

Article 5 — Utilization of the Contribution

1. The Contribution shall be for the financing of Projects and can take the form
of financial assistance including grants, credit lines, guarantee schemes, equity
participations, loans and technical assistance.

2. The Contribution shall be used in line with the objectives, principles,
strategies, thematic focus as outlined in the Conceptual Framework in Annex 1.

3. 5% of the Contribution shail be used by Switzerland for its administration of
this Agreement. This includes, inter alia, expenses for staff and consultants,
administrative infrastructure, missions, monitoring and evaluation.

4. The Contribution, in the form of grants, may not exceed 60% of the total
eligible costs of the Project, except in the case of Projects receiving additional
financing in the form of budget allocations from national, regional or local
authorities, in which case the Contribution may not exceed 85% of the total
eligible costs. Institution-building and technical assistance Projects, Projects
implemented by non-governmental organisations as well as financial assistance
benefiting the private sector (credit lines, guarantees, equity and debt
participations) may be fully financed by the Contribution.

5. The following costs shall not be eligible for grant support: expenditures
incurred before the signing of the respective Project Agreement by all Parties,
interests on debt, the purchase of real estate, staff costs of the Government of
Cyprus, and recoverable value added tax as specified in Article 7 of this
Agreement.

Article 6 - Coordination and Procedures

1. To make sure that Projects have the greatest possible impact and in order to
avoid duplication and overlapping with projects financed through means of
structural and/or cohesion funding as well as by any other funding source, the
Parties shall assure an effective coordination and share any information needed
to that end.

2. All the correspondence exchanged between the Parties, including reports
and Project documents, shall be drafted in English.

3. As a general rule, each Project shall be subject to a Project Agreement,
which shall set out the terms and conditions of grant assistance as well as the
roles and responsibilities of the contracting parties.



