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Summary

On 13 February 2004, the parties in Cyprus committed to negotiating in good
faith on the basis of the settlement plan dated 26 February 2003, to achieve a
comprehensive settlement of the Cyprus problem through separate and simultaneous
referenda before 1 May 2004. To this end, they agreed to a three-phase negotiation
and finalization procedure.

In Phase 1 of the effort, the parties negotiated in Cyprus between 19 February
and 22 March 2004. This effort did not produce significant progress at the political
level. However, positive results were achieved at the technical level by experts from
the two sides assisted by United Nations experts.

In Phase 2 of the effort, I convened a meeting of the two sides in Biirgenstock,
Switzerland, beginning on 24 March 2004, with the participation of Greece and
Turkey in order to lend their collaboration. Full use was not made of the opportunity
for concentrated negotiations and consultations to agree on a finalized text by 29
March 2004, and agreement did not prove possible.

In Phase 3 of the effort, after consultations with the parties, I finalized on 31
March 2004 the text to be submitted to referenda on the basis of the plan,
maintaining its overall balance while addressing to the extent possible the key
concerns of each side.

The proposed Foundation Agreement in “The Comprehensive Settlement of the
Cyprus Problem” as finalized was submitted to separate simultaneous referenda on
24 April 2004. It was rejected by the Greek Cypriot electorate by a margin of three to
one, and approved by the Turkish Cypriot electorate by a margin of two to one. It
therefore did not enter into force.

This outcome represents another missed opportunity to resolve the Cyprus
problem. The effort over the last four and a half years has achieved a great deal
which should be preserved. However, none of those achievements is a substitute for a
comprehensive settlement.

The decision of the Greek Cypriots must be respected. However, it is a major
setback. They may wish to reflect on the implications of the vote in the coming
period. If they remain willing to resolve the Cyprus problem through a bicommunal,
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bizonal federation, this needs to be demonstrated. Lingering Greek Cypriot concerns
about security and implementation of the plan need to be articulated with clarity and
finality. The Security Council would be well advised to stand ready to address such
concerns.

The decision of the Turkish Cypriots is to be welcomed. The Turkish Cypriot
leadership and Turkey have made clear their respect for the wish of the Turkish
Cypriots to reunify in a bicommunal, bizonal federation. The Turkish Cypriot vote
has undone any rationale for pressuring and isolating them. I would hope that the
members of the Council can give a strong lead to all States to cooperate both
bilaterally and in international bodies, to eliminate unnecessary restrictions and
barriers that have the effect of isolating the Turkish Cypriots and impeding their
development — not for the purposes of affording recognition or assisting secession,
but as a positive contribution to the goal of reunification.

There is no apparent basis for resuming the good offices effort while the
current stalemate continues.

However, given the watershed that has been reached in efforts to resolve the
Cyprus problem, a review of the full range of United Nations peace activities in
Cyprus is timely, as outlined in the present report.
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I ntroduction

1. Ilast comprehensively reported to the Security Council on my mission of good
offices on 1 April 2003 (S/2003/398), although on 16 April 2004 (see S/2004/302) 1
submitted certain matters to the Security Council for its decision pursuant to the
process that was then in train. The present report covers the period since April 2003,
culminating in the referenda of 24 April 2004, when the proposed Foundation
Agreement in the finalized “Comprehensive Settlement of the Cyprus Problem” was
submitted for approval on each side. The Greek Cypriot electorate, by a margin of
three to one, rejected the settlement proposal; on the Turkish Cypriot side, it was
approved by a margin of two to one. Since the plan required approval on both sides,
the Cyprus problem remains unsettled.

2.  The referenda mark a watershed in the history of United Nations efforts in
Cyprus. They are the first time that the people have been asked directly for their
views on a settlement proposal. I fully respect the outcome on each side, and I have
been reflecting on what they mean. The present report is the outcome of that
reflection. It describes the effort recently completed and contains a series of
observations about the opportunity missed, the implications of the vote on each side,
and the way ahead.

The 13 February 2004 agreement

3. After the failure of the previous effort at The Hague on 10 and 11 March 2003,
I informed the Security Council that I did not propose to take a new initiative unless
and until there was solid reason to believe that the political will existed necessary
for a successful outcome. To that end, I sought “an unequivocally stated
preparedness on the part of the leaders of both sides, fully and determinedly backed
at the highest political level in both motherlands, to commit themselves (a) to
finalize the plan (without reopening its basic principles or essential trade-offs) by a
specific date with United Nations assistance, and (b) to put it to separate
simultaneous referenda as provided for in the plan on a date certain soon thereafter”
(S/2003/398, para. 148).

4.  These procedures were fully consistent with the position taken by the Greek
Cypriot leader, Tassos Papadopoulos, at The Hague. Mr. Papadopoulos was at that
time prepared to submit the plan to referendum provided certain procedural
conditions were met (ibid., para. 56), and told me that he would want to support it. I
was conscious that success could not be assured in any renewed effort, but I was
sure that there was little prospect of success without the commitments of all
concerned to the procedure set out above.

5.  The Security Council in resolution 1475 (2003) of 14 April 2003 gave its
strong support to my “carefully balanced plan” — namely, the “Basis for Agreement
on a Comprehensive Settlement of the Cyprus Problem” dated 26 February 2003 —
as a “unique basis for further negotiations”, and it called on all concerned to
negotiate within the framework of my good offices, using the plan to reach a
comprehensive settlement as set forth in paragraphs 144 to 151 of my report.

6. Most of 2003 was a fallow period in terms of my good offices. But I continued
to follow developments closely, including the lifting of restrictions on crossings of
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the buffer zone in April, and the December vote in the north of the island, which
brought to the fore a new Turkish Cypriot leadership.

7. For its part, the Government of Turkey was putting together the elements of a
new policy on Cyprus, which was conveyed to me by Prime Minister Recep Tayyip
Erdogan when we met in Davos on 24 January 2004. He told me that Turkey
supported a resumption of negotiations. He expressed preferences for dealing with
the main issues by 1 May 2004, and for a political figure to handle the negotiations,
but was open to discussion on these points. He added that, as far as Turkey was
concerned, it had no objection to my “filling in the blanks” in the plan should the
parties not be able to agree on all issues. He assured me that, henceforth, the Turkish
side, including the Turkish Cypriots, would be “one step ahead” in the effort.

8.  Already in December, I had received from the Greek Cypriot leader a letter
calling for the resumption of substantive negotiations on the basis of the plan. When
I met him in Brussels on 29 January 2004, he reiterated this call, stressing
categorically that he sought a solution before 1 May 2004. He told me that if a
divided Cyprus joined the European Union, he did not know how many problems
that would entail. He reassured me that he did not seek “forty or fifty” changes to
the plan, and that all the changes he would seek would be within the parameters of
the plan. We discussed his view that it would be better for negotiations to resume
first before a decision was taken about going to referendum, and he said he would
get back to me on his idea that there should be parameters to guide me should it fall
to me to finalize the plan.

9. I also discussed the matter with the Government and the Leader of the
Opposition of Greece. Both supported a renewal of my efforts, notwithstanding the
prospect of a general election in Greece. The European Union, strongly preferring
the accession of a reunited Cyprus on 1 May 2004, supported a resumption of the
effort.

10. After weighing the situation, on 4 February 2004, I wrote to Mr. Papadopoulos
and to Rauf Denktash, the Turkish Cypriot leader, inviting them to come to New
York to begin negotiations on 10 February 2004. I wrote in similar terms to the
Prime Ministers of the guarantor Powers — Greece, Turkey and the United
Kingdom — inviting them to have a representative on hand for the resumption of
negotiations. I suggested modalities which could give effect to the procedure
contained in my 1 April 2003 report, so as to ensure that negotiations would be
completed and the plan finalized by 31 March 2004, that the guarantors would be
fully committed to meeting their obligations, and that referenda would be conducted
on a fixed date in advance of 1 May 2004. My invitation was accepted by all parties.

11. On 10 February 2004, each leader put forward, at my request, an overview of
the changes his side sought to the plan. However, at the initiative of
Mr. Papadopoulos, he and Mr. Denktash agreed that they could not accept the
procedure 1 had suggested, either relating to the finalization of the plan or the
commitment to hold a referendum.

12. After I asked the parties to reflect overnight, Mr. Denktash changed his
position on 11 February. He proposed a three-stage procedure which he informed me
had the support of Turkey and which conformed broadly with the parameters I had
proposed. The procedure enlarged the role foreseen for me, from completing any
unfinished parts of the plan (“filling in the blanks”) to resolving any continuing and
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persistent deadlocks in the negotiations — thus ruling out the possibility, which
each side regarded as unacceptable, of the plan going to referendum unchanged.
After studying the proposal, Mr. Papadopoulos sought certain clarifications. To
facilitate agreement, I then proposed a draft press statement which retained the core
elements of Mr. Denktash’s proposal, incorporated the clarifications sought by
Mr. Papadopoulos, and built in other elements contained in my 4 February letter.

13. The final terms of this statement were negotiated over the course of the next
48 hours, culminating in a late-night shuttle on 12 and 13 February by my Special
Adviser, Alvaro de Soto, between the leaders, as well as the representatives of
Greece and Turkey. The main issues dividing the parties at the end were whether
there should be an institutional participation in the negotiations by organizations
other than the United Nations, and the way in which the role of Greece and Turkey
in the culminating phases of the process would be presented.

14. On 13 February, I sent to all parties a final proposal to resolve these issues, to
which all agreed. Accordingly, I was pleased to announce the terms of what became
known as the 13 February agreement, which committed the parties to a three-phase
process leading to referendum on a finalized plan before 1 May 2004 (see annex I).

Thefirst phase of the processin Cyprus between 19 February and
22 March 2004

15. The negotiations reconvened in Cyprus on 19 February 2004, in the United
Nations Protected Area, with meetings at the political level between the leaders
accompanied by their delegations in the presence of my Special Adviser and his
delegation. On the Turkish Cypriot side, in addition to Rauf Denktash, the
delegation included Mehmet Ali Talat and Serdar Denktash. In New York and during
the first phase, the United Nations dealt with them as a triumvirate who together
spoke for the Turkish Cypriot side.

16. Following the opening meeting on 19 February 2004, at the invitation of my
Special Adviser, the European Commissioner for Enlargement, Giinter Verheugen,
briefed the leaders jointly on the European Union position concerning
accommodation of a settlement, underlining also the Union’s strong desire for a
positive outcome.

17. In the initial meetings on the island, the leaders elaborated on the changes they
had presented to me in New York on 10 February. The Greek Cypriot side stated that
its primary objective was to improve what it called the workability of the plan, so as
to render more functional, and therefore more viable, the United Cyprus Republic
(which was to be the end result of the negotiation). The Turkish Cypriot side stated
that its primary objective was to strengthen what it called bizonality, by which it
meant the Turkish Cypriot character of the Turkish Cypriot State, and the
maintenance of political equality over time, within the United Cyprus Republic.

18. After initial discussions, my Special Adviser clustered the issues for
consideration, and asked the parties to explain in specific terms, including proposed
textual amendments, the changes they sought to the plan, with a view to facilitating
negotiation.

19. The Turkish Cypriot side submitted on 24 February 2004 a list of proposed
textual changes to the plan, covering all issues. While that paper had the virtue of
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concision and of making clear the shape of the Turkish Cypriot side’s demands in a
single package, it proposed far-reaching changes, a number of which would have
substantially altered key parameters of the plan. My Special Adviser explained this
to the Turkish Cypriot side and to Turkey, and informed the Greek Cypriot side that
he had done so. In suggesting agendas for meetings, and in pursuing discussions of
the items clustered for consideration, my Special Adviser left aside Turkish Cypriot
demands which were clearly outside the parameters of the plan. Despite United
Nations requests, it was not until mid-March that the Turkish Cypriot side replaced
their initial paper with a less far-reaching set of proposed textual amendments,
described as a priority list. Also, despite the interest expressed by the Turkish
Cypriot side in straightening the boundary between the constituent states, it failed to
produce a territorial proposal, or to propose a way for the issue to be discussed.

20. The Greek Cypriot side, by contrast, took each issue in turn, and produced
dense and lengthy papers, one after another, explaining the changes sought and
annexing proposed textual amendments. They argued that piecemeal presentation of
positions for discussion following the clusters suggested by the United Nations
would assist in producing, down the line, more refined proposals. As they continued
to present papers, it became apparent that the 10 February paper summary of Greek
Cypriot demands was far from exhaustive. The Greek Cypriot side declined to
provide a comprehensive paper of all the textual amendments it sought until mid-
way through Phase 2 (in Biirgenstock, Switzerland), and declined to prioritize its
demands, despite my Special Adviser’s request of 15 March to both sides to do so.

21. The Greek Cypriot side stated that none of its proposed changes took away any
rights from Turkish Cypriots, and therefore that few, if any, of its amendments
should require trade-offs on subjects of interest to the Turkish Cypriots,
notwithstanding the perception of those amendments on the Turkish Cypriot side.
By contrast, the Turkish Cypriot side was generally prepared to engage on Greek
Cypriot proposals and to discuss matters on a realistic basis, and sought to make
counter-offers and compromise proposals.

22. The Greek Cypriot side regularly insisted on full satisfaction of its demands,
while arguing that the Turkish Cypriot paper of 24 February was outside the
parameters of the plan and thus precluded engagement with Turkish Cypriot
proposals. When the Turkish Cypriot side produced a priority list on 18 March, this
did not alter the Greek Cypriot attitude to Turkish Cypriot concerns. (That paper,
together with the letter of transmittal from the United Nations to the Greek Cypriot
side, found its way into the press.) The Turkish Cypriot side argued that the Greek
Cypriot delay in exposing the extent of their demands was preventing the beginning
of real negotiation, and amounted to filibustering. The Greek Cypriot side countered
that the Turkish Cypriot failure to produce a territorial proposal left a hole at the
centre of Turkish Cypriot demands, and left the Greek Cypriot side in the dark.
While the discussions were therefore far less fruitful than they might have been, at
least, by mid-March, the vast bulk of the material was on the table.

23. An additional factor inhibiting frank discussions at the table was the regular
public disclosure of the contents of the negotiations, usually with a negative spin,
either by Greek Cypriot leakage, or by the daily oral briefings of Mr. Denktash to
the press, ostensibly for the Turkish Cypriot public.

24. With little progress being made at the table, the United Nations sought to have
regular working-level contacts with members of the delegations on each side to
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elicit greater frankness and float possible arcas of compromise. The Turkish Cypriot
side was relatively open in such consultations, the Greek Cypriot side less so. An
additional difficulty was that accounts of bilateral meetings between my Special
Adviser and the Greek Cypriot leader, at least when teams were present, often
turned up in the press presented in a negative light. The Greek Cypriot leader told
my Special Adviser that he deplored such leaks.

25. Since it was proving difficult to make progress through either face-to-face
meetings or working-level bilateral consultations, my Special Adviser suggested that
the direct meetings be halted and that, beginning on 15 March, he shuttle between
the leaders in an effort to narrow differences and facilitate give and take in the run-
up to Phase 2 of the process — a format to which each side readily agreed. He put to
each side a framework to allow for trade-offs, and sought to elicit from them the
clear identification of priorities, reaffirming that the package of overall changes to
the plan would have to be balanced across all issues.

26. The Greek Cypriot side was critical of the framework suggested, while the
Turkish Cypriot side responded more positively. The asymmetry of the response,
together with the mini-crisis provoked by Mr. Rauf Denktash’s decision not to
attend Phase 2 of the process, prevented the United Nations from proposing trade-
offs on the major issues in the time that remained during Phase 1. However, the
United Nations focused on at least clearing away some of the secondary issues in
the negotiation before the end of Phase 1. For this purpose, the leaders were brought
together for one last meeting on the island on 22 March 2004. This was the last
occasion on which Mr. Rauf Denktash participated in the process.

27. During this first phase, representatives of Greece and Turkey also met in
Athens on 17 March 2004, at the invitation of the United Nations, to discuss
security. In these talks, a number of issues were ironed out, but others were deferred
until Biirgenstock.

28. I myself kept a close eye on the effort under way, being regularly briefed by
my Special Adviser, and sending the Under-Secretary-General for Political Affairs,
Kieran Prendergast, to the island twice to review developments with Mr. de Soto
and his team and the leadership on both sides.

29. In contrast to the slow progress at the political level, the participants in the
seven technical committees established by agreement of the leaders under the
chairmanship of the United Nations produced extremely positive results. Their work
produced 131 completed laws and cooperation agreements (running to 9,000 pages),
a list of 1,134 treaties and instruments binding on the United Cyprus Republic, a
recommendation from among 1,506 entries of a flag for the United Cyprus
Republic, a recommendation from among 111 entries of an anthem for the United
Cyprus Republic, a series of detailed recommendations on the economic and
financial aspects of the plan and its implementation, the organizational charts of the
federal government, comprising 6,181 positions, and a list of buildings on each side
to house the federal government during a transitional period. In total, almost 300
Greek Cypriots and Turkish Cypriots were involved in the technical discussions,
supported by a team of some 50 United Nations experts, many of whom were
seconded by the European Commission and other friendly Governments and
institutions, notably the Governments of Canada, the Netherlands, Germany,
Luxembourg, Switzerland and the United States of America, and the European
Central Bank, the International Monetary Fund and the World Bank, as well as the
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United Nations Development Programme/United Nations Office for Project Services
and the Office of the United Nations High Commissioner for Refugees. At the
height of the effort, it was normal for 12 subcommittee meetings to be held
simultaneously, in addition to bilateral discussions with the parties. An overview of
their work may be found in annex II to the present report.

The second and third phases of the process in Biirgenstock
between 24 and 31 March 2004

30. By early March, it was apparent that Phase 1 was unlikely to produce final
agreement. | decided that Phase 2, and if necessary Phase 3, should take place in a
setting that lent itself to the “concentrated effort” that was required, by ensuring that
all participants would be available to the United Nations and to each other round the
clock. This was all the more important given the amount of material that had to be
digested and negotiated if agreement were to be reached by 29 March 2004. I was
also determined to ensure that, if the burden fell to me to finalize the text by 31
March 2004, I should do so in close consultation with all concerned.

31. I therefore took up the generous offer of the Government of Switzerland to
make available premises in Biirgenstock, a hotel complex near Lucerne, beginning
on 24 March. In response to my invitation, Mr. Papadopoulos said he would attend,
while Mr. Denktash indicated that he would not do so, but authorized Mr. Talat and
Mr. Serdar Denktash to negotiate with full powers on behalf of the Turkish Cypriots.
The Foreign Ministers of Greece and Turkey agreed to come to Biirgenstock, to be
joined on 28 and 29 March by their respective Prime Ministers. I myself would join
the effort on 28 March. The European Commissioner for Enlargement also joined us
at Biirgenstock on 29 March.

32. With all the players under one roof in Biirgenstock, and basically all the
material on the table, there should have been real incentive for the participants to try
to agree on the finalized plan. Given that everyone was aware that it might fall to
the United Nations to finalize the plan, there was also every reason for the parties to
impress upon the United Nations their key priorities, and to intimate what changes
they might be prepared to live with to accommodate the other side.

33. When, on 24 March, my Special Adviser proposed an opening meeting of the
two leaders, with Greece and Turkey present in order to lend their collaboration, the
Greek Cypriot side indicated that it did not wish to meet in this format. For its part,
Turkey indicated that it did not see the point of having come to Biirgenstock if
Greece and Turkey could not be present in meetings in order to lend their
collaboration, in view of the 13 February agreement.

34. It was therefore not possible to arrange direct meetings, in the absence of
which my Special Adviser, and I myself after my arrival, hosted social gatherings
which broke the ice among the participants but did not lead to real negotiation
between or among them. Instead, the United Nations shuttled between the parties to
the extent possible, in an effort to broker areas of agreement.

35. However, these efforts were complicated by the fact that my Special Adviser
was, on a number of occasions, not able to meet the Greek Cypriot leader at
Biirgenstock, due to Mr. Papadopoulos’ other commitments in Biirgenstock and
Brussels. With the first day taken up with procedure, and no meetings with the
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Greek Cypriot leader on the following three days, full use was not made of four of
the six days available for this critical negotiation.

36. On 25 March 2004, the United Nations confidentially sent to the leaders a
series of papers for their comment and reaction, including a framework for signing
an agreement should one emerge by 29 March. This framework was designed to
address key concerns of the two sides related to legal security issues. The Turkish
Cypriot side conveyed to the United Nations its reaction to this framework. The
Greek Cypriot side did not but publicly indicated concerns about it.

37. The Greek Cypriot side did not produce a consolidated list of demands until 25
March 2004 — which ran to 44 pages. At no stage was there any indication of
priorities among these demands. The Turkish Cypriot side and Turkey had
repeatedly asked for a list of priorities in response to theirs, indicating that they
were prepared to meet certain Greek Cypriot demands as part of a series of trade-
offs. While in some areas progress was made through working-level contacts —
notably property and residency, where the United Nations discussed with members
of the negotiating teams a package of improvements and received positive
reactions — overall, the opportunity was not taken for open and frank dialogue at
Biirgenstock.

38. Only after all opportunities for dialogue had been exhausted, and every effort
made to sound the parties out on possible changes, did I make a series of bridging
proposals, presented in the form of a revised text with changes highlighted for ease
of consideration (together with bridging proposals on the relatively small number of
outstanding issues in the work of the laws and treaties committees).

39. Following these bridging proposals, the Turkish Cypriot side and Turkey made
a number of comments and proposals for further amendments. Each indicated that it
would be prepared to sign the plan to authenticate it as the text to be submitted to
referendum.

40. The Greek Cypriot side was dissatisfied with my bridging proposals and made
this clear publicly. This negative public reaction was reflected in the resulting media
coverage on the Greek Cypriot side, aided by a misreading, based on information
dribbling out of the talks, of what the Turkish side had apparently sought and
obtained. In reacting to my proposals on 30 March, the Greek Cypriot side for the
first time communicated its views on the proposals the United Nations had
transmitted regarding a framework for signature. This was also the first occasion
that the Greek Cypriot side expressed interest in specified pieces of additional
territory. Greece expressed its concern about certain aspects of the security
provisions of the settlement.

41. By this stage, and with agreement clearly not achievable, the process had
moved to Phase 3 as envisaged in the 13 February agreement, in which I would use
my discretion, in the event of continuing and persistent deadlock, to finalize the text
on the basis of my plan. Eventually, at close to midnight on 31 March 2004, I
presented a finalized plan, which included further changes beyond those already
suggested in my bridging proposals, including certain alterations of those proposals.
As the plan, at this stage, no longer provided for signature, the covering pages
included in all previous versions were omitted, and instead the plan was submitted
under cover of a letter which outlined the procedures to be followed during April in
the run-up to the referenda.
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The structure of the finalized plan

42. “The Comprehensive Settlement of the Cyprus Problem” dated 31 March
2004, as finalized on that date and technically corrected by corrigenda and
clarifications dated 18 April 2004, has been made available in the original English
to the members of the Security Council (and may be viewed at www.annanplan.org
or by calling extension 3-9002). It comprises the following appendices:

A.

Foundation Agreement

This included the 14 Main Articles of the Foundation Agreement (which
summarize the key elements of the plan), to which were annexed the
Constitution of the United Cyprus Republic, its constitutional laws, its
Federal Laws, the Cooperation agreements between the federal
government and the constituent states, the list of international treaties
and instruments binding on the United Cyprus Republic, the territorial
arrangements, the provisions relating to property affected by events since
1963, the provisions establishing the Reconciliation Commission, and the
provisions on the coming into being of the new state of affairs in Cyprus.
This was the part of the plan that was put to referenda on 24 April 2004,
a date fixed in Biirgenstock after consultation with all parties.

Constituent state constitutions

The respective constituent state constitution, which had been checked for
consistency with the Foundation Agreement and exchanged for
information between the two sides, was also put to referendum on each
side on 24 April.

Treaty on matters related to the new state of affairs in Cyprus

This treaty provided for a Monitoring Committee and for Additional
Protocols to the Treaties of Establishment, Guarantee and Alliance, as
well as transitional security arrangements related to dissolution of local
forces and withdrawal and redeployment of Greek and Turkish forces.
Following the completion of all internal ratification procedures by the
guarantors after the referendum, this treaty was to be signed into force on
29 April 2004; the Foundation Agreement would only enter into force
once the guarantors had signed this treaty into force, thereby bringing
into being the new state of affairs in Cyprus, after which the Co-
Presidents of the United Cyprus Republic would sign, bringing the Treaty
itself into force.

Draft Act of Adaptation of the terms of accession of the United Cyprus
Republic to the European Union

This instrument was prepared in close consultation with the European
Commission and would accommodate the settlement in line with the
principles on which the European Union is founded. The Council of the
European Union would have taken this up before accession on 1 May
2004.
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E. Matters to be submitted to the Security Council for decision

This contained the elements on which the Security Council was to take
decisions to enter into force simultaneously with the Foundation
Agreement, by which the Council would endorse the Foundation
Agreement, prohibit the supply of arms to Cyprus, and authorize a United
Nations operation (as fully elaborated in my report of 16 April 2004
(S/2004/302)). Mr. Papadopoulos subsequently indicated his desire that
the Foundation Agreement not be endorsed prior to referendum, a view
which was taken on board and conveyed to the Security Council.

F.  Measures to be taken during April 2004

This contained a work programme for April to ensure that the federal
public service and federal property and buildings would be provided for,
that a list of no more than 45,000 persons would be provided for the
purposes of the federal citizenship law, and that the members of the
transitional government would be identified should the referenda be
successful.

A summary of the main improvements made in the finalized plan

43. Given the many hundreds of pages of papers submitted in the process, the
number of meetings and discussions with the parties, and the intensity of the effort,
it is impossible to provide a full negotiating history of every change made in the
plan, and it would tax the patience of even the keenest reader were all the
clarifications provided and minor improvements made to the plan to be detailed in
the present report. What follows is a summary of key changes made. This account
assumes knowledge of the plan as it stood when negotiations resumed — a
description of which is provided in paragraphs 61 to 128 of my report of 1 April
2003 (S/2003/398). The changes made in the finalization process were designed to
address to the extent possible the key outstanding concerns conveyed by the leaders
to the United Nations, bearing in mind the attitude of both parties, and the need to
maintain the overall balance.

Improvements largely inspired by Greek Cypriot concerns

44. For the Greek Cypriot side, the plan was significantly improved to address its
concerns regarding the functionality of the federal government. The Presidential
Council was enlarged from six to nine members (with the additional three being
non-voting). The offices of President and Vice-President would not rotate among all
members through the five-year term of the Council, but instead alternate on a 20-
month basis between one member from the Greek Cypriot State and one member
from the Turkish Cypriot State, starting with the former (who would thus be
President for 40 of the 60 months). The period of transitional government was
shortened from 30 months to 2 months, and its character altered by eradicating the
transitional executive Co-Presidency. The arrangements for cooperation relating to
European Union affairs were streamlined, the structure of the Central Bank was
overhauled, and a Court of Primary Federal Jurisdiction was created, all inspired by
Greek Cypriot proposals. The already overburdened technical committees were
pressed to complete all 131 federal laws (almost all based on Greek Cypriot drafts),
the list of treaties binding on Cyprus, and a blueprint for the federal public service,

11



S/2004/437

12

to ensure that in all these vital areas the United Cyprus Republic would be fully
functional from day one. A range of economic and financial improvements were also
made to the plan, which largely reflected recommendations agreed at the technical
level between the parties.

45. The Greek Cypriot side was also concerned that the plan be fully and
completely implemented, and sought assurances that Turkey and the Turkish
Cypriots would honour their side of the bargain. To this end, the mode of entry into
force was changed to ensure that the guarantor Powers would be fully and
irrevocably legally committed to the settlement upon signature, with all necessary
internal parliamentary approval or ratification procedures already completed. The
Monitoring Committee foreseen in the plan was strengthened, and the role of the
United Nations in monitoring political developments was enhanced.

46. To provide additional assurances regarding implementation, provision was
made for the United Nations to assume territorial responsibility over areas subject to
territorial adjustment in the last phase before transfer, as explained in paragraph 34
of my 16 April 2004 report (S/2004/302). I did not propose a full-blown United
Nations administration of these areas from day one, since this was not a scene of
fresh conflict or strife and there existed a functioning administration. The approach
was designed to address the Greek Cypriot concern that territory be handed over on
time and in good order, and to give reassurance that this was not dependent on the
goodwill of the other side. (It would, of course, remain within the ambit of the
Security Council to mandate different arrangements should it so wish.)

47. On other aspects of security, the Greek Cypriot proposal to add a reference to
the commitment of Cyprus and the guarantor Powers to international law and the
Principles of the Charter of the United Nations was incorporated. As for troop levels
permitted under the Treaty of Alliance, which stood at 6,000 under the plan on
which the parties were negotiating, the Greek Cypriot concern that these be
significantly reduced was met, in exchange for meeting a Turkish Cypriot concern
that a symbolic presence be permitted in accordance with the levels provided for in
the Treaty of Alliance (i.e., 950 Greek troops and 650 Turkish troops), even after the
European Union accession of Turkey.

48. Another area of concern for the Greek Cypriot side related to the rights of
displaced and dispossessed persons — a subject on which Mr. Papadopoulos did not
initially propose changes, but which he reserved the right to reopen if the Turkish
Cypriot side were to do so, which indeed it did. The property scheme was radically
overhauled by removing all overall ceilings on property reinstatement, and instead
providing that most Greek Cypriots would have some property reinstated in the
Turkish Cypriot State (usually their former home and one third of the land, though
more (often all) for small landowners, and all for returnees to four Karpas villages
and the Maronite village of Kormakiti). The effect of this change was that the
overall amount of property in the Turkish Cypriot State eligible to be reinstated to
Greek Cypriots would be roughly doubled as compared with the previous version of
the plan, and more evenly distributed among the dispossessed. The Property Board
was restructured and the scheme was backed by guaranteed bonds and certificates
linked to real property assets to enhance economic viability. While residency
ceilings were slightly lowered as part of the package discussed with all parties at
Biirgenstock, they were also made to rise earlier, thus bringing forward the day
when Greek Cypriots could begin returning to their homes. Restrictions on the



S/2004/437

establishment of secondary residences by Cypriot citizens anywhere in Cyprus were
removed.

49. The Greek Cypriot side was also concerned that there should be no permanent
derogations from the European Union acquis. All permanent derogations were
removed, including what had been a permanent facility for the Turkish Cypriot State
to impose restrictions on purchase of property in the Turkish Cypriot State (which
had, in any case, to be non-discriminatory, so that no Greek Cypriot could be
precluded if any other non-resident of the Turkish Cypriot State was permitted). As
revised, any restrictions would be removed after 15 years. A Catalogue of Human
Rights, enforceable in Cypriot courts, was included in the Constitution, based on the
European Convention.

50. A final area of concern for the Greek Cypriot side related to citizenship, in
particular of Turkish nationals who have settled in Cyprus. Provision was made in
the relevant law that anyone who did not obtain permanent residency rights in
accordance with the plan had to leave Cyprus within five years. The Greek Cypriot
concern that there be no continuous flow of Turkish immigrants to Cyprus was met
by the introduction of a safeguard mechanism related to Greek and Turkish
immigration (instead of the permanent quota that had been provided for in the plan,
which could, theoretically, have been regularly refilled). In accordance with federal
law as provided for in the plan, the Immigration Board and the Supreme Court
would be compelled to ensure the imposition of such restrictions in order to
maintain the ratio of Greek and Turkish speakers living permanently in Cyprus.

Improvements largely inspired by Turkish Cypriot concerns

51. For their part, the Turkish Cypriot side sought to strengthen the bizonal
character of the settlement. To this end, I introduced a modest reduction in residency
ceilings, itself part of a largely agreed package of changes related to property
affected by events since 1963, which doubled the amount of property that could be
reinstated to Greek Cypriots. The Turkish Cypriots were ready to accept this change
because it abolished the long-term lease option for dispossessed owners and
provided greater simplicity and certainty for current users in a faster process, thus
reducing the potential economic impact of the property scheme on the Turkish
Cypriot State. I also introduced a safeguard clause related to the establishment of
residency, mirroring the safeguard related to immigration mentioned above, under
which the Turkish Cypriot State could act to ensure that no less than two thirds of its
Cypriot permanent residents spoke its official language as their mother tongue (this
would effectively allow over time some 100,000 Greek Cypriots to take up
permanent residence in the Turkish Cypriot State, in addition to the unlimited
provision for secondary residence).

52. The Turkish Cypriots were concerned to safeguard their political equality from
being undermined in the long term by Greek Cypriots establishing residency in the
north and seeking Turkish Cypriot internal constituent state citizenship status. This
was addressed by providing for voting for federal Senators on the basis of mother
tongue rather than internal constituent state citizenship status, though this basis was
retained for the exercise of all other political rights at the federal level (while
political rights at the constituent state and local level were exercised at the place of
residency). To offset the alterations made to the transitional government to
accommodate the Greek Cypriot side’s concerns, provision was made for the first
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President and Vice-President of the Presidential Council to rotate on an equal basis.
The Turkish Cypriot concern regarding their relationship with the more numerous
Greek Cypriots was addressed with language noting that neither side could claim
authority or jurisdiction over the other.

53. Another key Turkish Cypriot concern related to the legal security of the
settlement from challenge in European Union courts or in the European Court of
Human Rights. On the former, the European Commissioner for Enlargement,
consistent with the European Union’s policy of accommodation of a settlement in
line with the principles on which the European Union is founded, informed me that
the Commission was committed to submitting the draft Act of Adaptation contained
in the plan for consideration by the Council of the European Union prior to 24 April
2004, and for its adoption after a successful outcome of the separate simultaneou