
11- ECONOMIC AND MONETARY UNION

Law No.1211 on the Central Bank of the Republic of Turkey is amended through Law No.4651, which entered into force upon its publication in the Official Gazette No. 24393 on 5 May 2001.

I- PRIORITY LIST

PRIORITY 11.1 Strengthening the independence of the Central Bank of the Republic of Turkey

PRIORITY 11.2 Harmonisation of the legislation with the provisions of the acquis regarding the prohibition of privileged access of public sector authorities to financial institutions 
PRIORITY 11.3 Harmonisation of the legislation with the provisions of the acquis regarding the prohibition of direct financing of the public sector 

PRIORITY 11.4 Full harmonisation of government finance statistics with the requirements of the European System of National and Regional Accounts in the Community  (ESA 95)

PRIORITY 11.5 Preparation of the Central Bank of the Republic of Turkey for functioning within the framework of the European System of Central Banks

PRIORITY 11.6 Implementation of the single monetary and exchange rate policy

II- MEASURES FOR HARMONISATION WITH THE EU LEGISLATION AND IMPLEMENTATION 

PRIORITY 11.1 Strengthening the independence of the Central Bank of the Republic of Turkey 

1- Priority Description

In accordance with the provision set forth in the Treaty Establishing the European Community and the Statute of the European System of Central Banks, which requires that the primary objective of central banks shall be to maintain price stability, it is stipulated through Law No.4651 that the primary objective of the Central Bank of the Republic of Turkey is to maintain price stability.

Determination of the price stability as the main objective requires central banks to have institutional, personal, and operational and financial independence. Accordingly, amendments  to Law No.1211 are established through Law No.4651, which aims to strengthen the existing structure of the Bank with respect to institutional, personal, and operational and financial independence.

The criterion of independence has been achieved to a great extent with the amendment of Law No.1211 on the Central Bank of Republic of Turkey through Law No. 4651. However, regarding the recent comments in the Regular Report, compliance and harmonisation shall be achieved just before accession to the EU.  

2- Schedule of Necessary Legislative Changes 

Table 11.1.1

	No
	Title and Number of  EU legislation
	Name of the Corresponding Turkish Draft Legislation
	Responsible Institution
	Proposed Date of the Approval of the Minister / Council of Ministers
	Proposed Date of 

1- Adoption by the Parliament

2-  Entry into Force

	1
	Protocol on the Statute of the European System of Central Banks and of the European Central Bank (11992M/PRO/SEBC/00) 
	Law No.1211 on the Central Bank of the Republic of Turkey
	Central Bank of the Republic of Turkey
	
	 Will be harmonised just before accession

	2
	Treaty Establishing the European Community Article 108  (11997E108)
	Law No.1211 on the Central Bank of the Republic of Turkey
	Central Bank of the Republic of Turkey
	
	  Will be harmonised just before  accession


3- Schedule of Necessary Institutional Changes

Institutional changes are  not foreseen for this priority.

4- Financing Requirements and Sources of  Financing

Financing requirements are not foreseen for this priority.

PRIORITY 11.2 Harmonisation of the legislation with the provisions of the acquis regarding the prohibition of privileged access of public sector authorities to financial institutions 1)
1- Priority Description

Article 15 of the Insurance Supervisory Law lists the reserves that can be accepted as collateral. The following assets may be accepted as collateral:

- Cash deposits in Turkish Lira and foreign exchange dealt by the Central Bank of the Republic of Turkey, 

- The State's domestic and foreign bonds, Treasury promissory notes, profit sharing certificates or other stocks and bonds to be issued by the State, 

- Shares of companies in which more than 51 % of the capital is owned by the State, 

- Other capital market instruments acceptable by the Undersecretariat,  

- Real estate owned by insurance companies in Turkey.

“Other capital market instruments acceptable by the Undersecretariat” makes it possible for insurance companies to hold shares of foreign companies and foreign bonds, and other foreign treasury bills and bonds. This article regulates in general terms those assets that can be accepted by the Undersecretariat of Treasury as collateral. It does not impose any restrictions on insurance undertakings or prevent them acquiring those assets as collateral. In practice, insurance and reinsurance companies do invest in such financial instruments and they are perfectly acceptable by the Undersecretariat of Treasury. In this context, in the insurance legislation there is no provision providing privileged access of public sector authorities to financial institutions. 

2. Schedule of  Necessary  Legislative Changes   

Legislative Changes are not foreseen for this priority at this stage.

3- Schedule of Necessary Institutional Changes

Institutional changes are  not foreseen for this priority.

4- Financing Requirements and Sources of Financing

Financing requirements are not foreseen for this priority.

PRIORITY 11.3 Harmonisation of the legislation with the provisions of the acquis regarding the prohibition of direct financing of the public sector

1- Priority Description

Prohibition of granting advances to the treasury and extending credit to public establishments and institutions by central banks is set forth in the Treaty Establishing the European Community and the Statute of the European System of Central Banks. 

Accordingly, Article 56 of Law No.1211, under the heading of  “Operations prohibited for the Bank” was amended by Law No.4651 as to read “The Bank shall not grant advance and extend credit to the Treasury and to public establishments and institutions and shall not purchase debt instruments issued by the Treasury and public establishments and institutions in the primary market.”

In addition, Articles 50 and 51 of the said Law, pertaining to short-term advances to the Treasury and credit to public institutions respectively, were repealed.

The criterion of independence has been achieved to a great extent with the amendment of Law No.1211 on the Central Bank of Republic of Turkey through Law No. 4651. However, regarding the recent comments, compliance and harmonisation shall be achieved just before accession to the EU.  

2- Schedule of Necessary Legislative Changes 

Table 11.3.1

	No
	Title and Number of  EU legislation
	Name of the Corresponding Turkish Draft Legislation
	Responsible Institution
	Proposed Date of the Approval of the Minister / Council of Ministers
	Proposed Date of 

1- Adoption by the Parliament

2-  Entry into Force

	1
	Treaty Establishing the European Community Article 101 (11997E101)
	Law No.1211 on the Central Bank of the Republic of Turkey
	Central Bank of the Republic of Turkey
	
	Will be harmonised just before  accession.

	2
	Council Regulation (EC) No.3603/93 of 13 December 1993 specifying definitions for the application of the prohibitions referred to in Articles 104 and 140 b (1) of the Treaty (31993R3603)
	Law No.1211 on the Central Bank of the Republic of Turkey
	Central Bank of the Republic of Turkey
	
	Will be harmonised just before   accession.


3- Schedule of Necessary Institutional Changes

Institutional changes are  not foreseen for this priority.

4- Financing Requirements and Sources of  Financing

Financing requirements are not foreseen for this priority.
PRIORITY 11.4 Full harmonisation of  government finance statistics with the requirements of the European System of National and Regional Accounts in the Community  (ESA95)

1- Priority Description

The Ministry of Finance is working on the Public Financial Management and Government Accounting Reform Programme. In this context, the Public Financial Management and Control Draft Law and a Government Accounting General Draft Regulation, covering internationally accepted accounting and reporting standards for the whole of the general government sector, have been prepared. After finalisation of these regulations the Ministry of Finance will be the single unit responsible for compiling and disseminating public finance statistics. 

In addition to internationally accepted accounting and reporting standards, the accounting reforms also include a framework chart of accounts and budget classification based on the International Monetary Fund (IMF) Government Financial Statistics Manual (GFSM 2001) for all governmental units defined in the general government sector. The new modified accrual based accounting system and budget classification will be used in the consolidated budgetary agencies in 2004, and in all general government agencies in 2005. Then, all general public finance statistics will be consolidated and made public by the Ministry of Finance, according to international standards. Subsequently, it is planned to complete the work on physical assets in the consolidated budgetary agencies and to move to full accrual based accounting and reporting in 2007. After completing all this work, general government statistics will be made public on a quarterly basis.

Additional information related to this priority is given in the Statistic Chapter under Priority 12.8, Priority 12.9 and Task 12.20.3.

2- Schedule of Necessary Legislative Changes 

Table 11.4.1

	No
	Title and Number of  EU legislation
	Name of the Corresponding Turkish Draft Legislation
	Responsible Institution
	Proposed Date of the Approval of the Minister / Council of Ministers
	Proposed Date of 

1- Adoption by the Parliament

2-  Entry into Force

	1
	Commission Regulation (EC) of 3 February 2000 No. 264/2000 on the implementation of Council Regulation (EC) No 2223/96 with respect to short-term public finance statistics 
	General Regulation on Government Accounting 
	Ministry of Finance
	July 2003
	January 2004

	2
	Council Regulation (EC) of 22 November 1993 No. 3605/93 on the application of the Protocol on the excessive deficit procedure annexe of the Treaty establishing the European Community 
	General Regulation on the Government Accounting 
	Ministry of Finance
	July 2003
	January 2004


3- Schedule of Necessary Institutional Changes

Institutional changes are not foreseen for this priority.

4- Financing Requirements and Sources of  Financing

Financing requirements are not foreseen for this priority.

PRIORITY 11.5 Preparation of the central bank for functioning within the framework of the European System of Central Banks

1- Priority Description

In accordance with Article 107 of the Treaty Establishing the European Community and Article 1 of the Protocol on the Statute of the European System of Central Banks and of the European Central Bank, the European System of Central Banks is composed of the European Central Bank and of the central banks of the Member States. On becoming a full member of  the EU the Central Bank of the Republic of Turkey will be a part of the System, and necessary harmonization will be achieved at that stage.

2- Schedule of Necessary Legislative Changes 

Table 11.5.1

	No
	Title and Number of  EU legislation
	Name of the Corresponding Turkish Draft Legislation
	Responsible Institution
	Proposed Date of the Approval of the Minister / Council of Ministers
	Proposed Date of 

1- Adoption by the Parliament

2-  Entry into Force

	1
	Protocol on the Statute of the European System of Central Banks and of the European Central Bank (11992M/PRO/SEBC/00)
	Law No.1211 on the Central Bank of the Republic of Turkey
	Central Bank of the Republic of Turkey
	
	Will be harmonised upon accession. 

	2
	Treaty Establishing the European Community Article 105 (11997E105)
	Law No.1211 on the Central Bank of the Republic of Turkey
	Central Bank of the Republic of Turkey
	
	Will be harmonised upon accession. 

	3
	Treaty Establishing the European Community Article 106 (11997E106)
	Law No.1211 on the Central Bank of the Republic of Turkey
	Central Bank of the Republic of Turkey
	
	Will be harmonised upon accession. 

	4
	Treaty Establishing the European Community Article 109 (11997E109)
	Law No.1211 on the Central Bank of the Republic of Turkey
	Central Bank of the Republic of Turkey
	
	Will be harmonised upon  accession. 


3- Schedule of Necessary Institutional Changes

Institutional changes are  not foreseen for this priority.

4- Financing Requirements and Sources of  Financing

Financing requirements are not foreseen for this priority.

PRIORITY 11.6 Implementation of the single monetary and exchange rate policy

1- Priority Description

The single monetary and exchange rate policy will be implemented upon participation in Economic and Monetary Union (EMU).

2- Schedule of Necessary Legislative Changes 

Table 11.6.1

	No
	Title and Number of  EU legislation
	Name of the Corresponding Turkish Draft Legislation
	Responsible Institution
	Proposed Date of the Approval of the Minister / Council of Ministers
	Proposed Date of 

1- Adoption by the Parliament

2-  Entry into Force

	1
	Protocol on the Statute of the European System of Central Banks and of the European Central Bank (11992M/PRO/SEBC/00)
	Law No.1211 on the Central Bank of the Republic of Turkey
	Central Bank of the Republic of Turkey
	
	Harmonisation will be achieved upon participation in EMU.

	2
	Treaty Establishing the European Community Article 105 (11997E105)
	Law No.1211 on the Central Bank of the Republic of Turkey
	Central Bank of the Republic of Turkey
	
	Harmonisation will be achieved upon participation in EMU.


3- Schedule of Necessary Institutional Changes

Institutional changes are  not foreseen for this priority.

4- Financing Requirements and Sources of  Financing

Financing requirements are not foreseen for this priority.
1) After contact with the European Commission regarding this priority, as mentioned in  the Accession Partnership Document,  the Commission stated that the Insurance Supervisory Law lists exclusively the types of reserves which can be accepted as collateral by the Undersecretariat of Treasury, and that the shares of foreign companies or foreign bonds are not cited in that list. For this reason, there appears to be a disincentive to invest in foreign papers which facilitate the sale of treasury bills and bonds. As there no provision providing privileged access of public sector authorities in the related Law, relevant information is given on the current implementation.
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