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Executive summary

This review provides a comparative analysis of the 2021-2027 cohesion policy funds
and the Recovery and Resilience Facility (RRF), with a view to contributing to post-2027
Multiannual Financial Frameworks. We have examined the similarities and differences
between the two instruments, focusing on their overall framework, governance and
managementarrangements.

In July 2020, the European Council agreed on the NextGenerationEU (NGEU)
instrument, a temporary instrument intended to mitigate the impact of the COVID-19
pandemicon citizensand businessesand enhance the resilience of the EU and its
Member States against future shocks. The RRF, a mechanism under which Member
States can apply for grants and loans, accounts for the bulk of NGEU spending.
Member States are expected to use the RRF to finance reformslinked more directly to
country-specificrecommendationsissued withinthe framework of the European
Semester, but alsoinvestments, like cohesion policy. This may lead to overall EU
fundingincreasing from around 1 % up to 3 % of the EU GDP in the years to come.

Financial support under the RRF is provided through grants, like the bulk of
cohesion policy programmes, and additionally through loans that have to be repaid by
the Member States. Cohesion policy fundingis allocated to Member States usinga
method which takes account of regional disparities. These disparities are not,
however, takeninto account in the distribution of RRF financial support.

The RRF runs concurrently with EU cohesion policy funding mechanisms. This
allows Member States to choose to finance investments usingeitherthe RRF or the
cohesion policy funds. The RRF is implemented underdirect management, while
cohesion policy funds are implemented undershared management. This means that
EU and Member State authorities have differentresponsibilities in connection with
each source of funding. Regardless of the management mode, the Commissionis
ultimately responsible forimplementing the EU budget. The multi-level governance
structure and the partnership principle applicable to cohesion policy funds do not
apply to the RRF. The involvement of local and regional authorities, economic and
social partners and civil society organisationsis not required to the same extentas for
the cohesion policy funds.



The number and rationale of the programming documents for the two instruments
differ considerably, as do the approval and assessment procedures. Coordinating the
parallelimplementationis part of the programming exercise of both instruments and
Member States are required to ensure that the two instruments complementrather
than duplicate each other. During the 2014-2020 period, the European Regional
Development Fund and the Cohesion Fund provided an equivalent of around 10 % of
total publicinvestmentacross the EU-27. In the current period, the RRF will further
increase the share of EU-financed publicinvestmentsin Member States. Where this
share is already high, the additional RRF funding may further add to the pressure on
Member States’ ability to spend the funds available to them.

Member States must provide cost estimates for the measures includedintheir
Recovery and Resilience Plans (RRPs) to the Commission. The Commission verifiesthe
reasonability and plausibility of these estimatesinits assessment of the plans, but the
RRF payments are not linked to these costs. This has a significantimpact on the
manner in which interventions are programmed and plannedin the Member States,
progress is monitored and reported to the Commission, and disbursements are made
for the satisfactory fulfilment of milestones and targets. Nevertheless, the extentto
which RRF financing as such is more performance-based than cohesion policy funds
remainsto be seen.The RRF fundsare also disbursed under more flexible payment
conditions than the vast majority of expenditure undercohesion policy funds.

The two instruments also have different provisions governing monitoring,
reporting and evaluation. The RRF monitoringis based on the achievement of
milestones and targets, whereas for cohesion policy, the performance informationis
not taken into account in financial reporting. For both instruments, most indicators
used for monitoring purposes are specificto each programme and each national RRP
rather than common indicators applicable across the board. Such indicators cannot,
however, be aggregated to measure performance at EU level orto make comparisons
between and across different cohesion policy programmes and the RRPs. Evaluations
scheduledfor both instrumentsin 2024 needto be closely coordinated, also with the
mid-termreview of cohesion policy in 2025, for the preparation of the post-2027
cohesion policy framework.



At EU level, the control and audit arrangements for the RRF focus on the
satisfactory fulfilment of milestones and targets. For cohesion policy funds, control and
audit arrangements at both Commission and Member State level mainly focus on the
regularity of incurred expenditure, when expenditure is reimbursed based on real
costs. For the RRF, the Commission must ensure that the financial interests of the EU
are effectively protected;todo so, the Commission should receive sufficientassurance
from Member States that the RRF is implemented in compliance with the EU and
national law. In addition, Member States must collect data on final recipients of funds
and a list of funded measures for the purpose of audit and control.

This comparative analysisisa review, notan audit. In the coming years, the
simultaneous deployment of the cohesion policy programmes and the RRF will show
how differencesinthe regulatory framework affect implementation and results.



Introduction

The Multiannual Financial Framework (MFF) for the 2021-2027 period®will
provide €1 211 billioninfunding?. Cohesion policy funding, distributed underthe
European Regional Development Fund (ERDF), the Cohesion Fund (CF)*and European
Social Fund Plus (ESF+)4, will account for €361 billion of thisamount and isdistributed
mostly through grants to Member States (see Box 1).

Box 1
Cohesion policy: the EU’s main long-term investment policy

Cohesion policy is the main long-terminvestment policy in the EU budget.
Originally known as “regional policy”, it was introduced by the Treaty of Rome. In
1988, the structural funds were integratedin one overarching EU cohesion policy,
whose objective was to “strengthen economic and social cohesion by reducing
disparitiesinthe level of development between regions”>.

In early 2020, the COVID-19 pandemic spread from China to Europe triggeringan
economic downturn that was significantly greaterthan the one caused by the financial
crisis of 2008. At the end of 2021, the Commission expected areturn to pre-pandemic
levels of economicgrowth by early 20235, However, the Russian invasion of Ukraine
and subsequentrise in energy costs again dampened economicforecasts and further
delayed economicrecovery’(see Figure 1).

L Council Regulation (EU, Euratom) 2020/2093 laying down the multiannual financial
framework for the years 2021 to 2027.

2 The EU’s2021-2027 long-term budget and NGEU, Factsand figures, 2021, p. 6.

3 Regulation(EU) 2021/1058 on the European Regional Development Fund and on the
Cohesion Fund (the “ERDF/CF Regulation”).

4 Regulation (EU) 2021/1057 establishing the European Social Fund Plus and repealing
Regulation (EU) No 1296/2013 (the “ESF+ Regulation”).

> Article 174 of the Treaty on the Functioning of the European Union (TFEU).
6 European Economic Forecast, Autumn 2021, paper 160, 2021, p. 24.

7 European Economic Forecast, Summer 2022, paper 183, 2022, p. 18.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R2093&from=EN
https://op.europa.eu/en/publication-detail/-/publication/d3e77637-a963-11eb-9585-01aa75ed71a1/language-en
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1058&qid=1642092394124&from=en
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1057&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:12012E/TXT&from=EN&_sm_au_=iVVt2q5fMLSRsvWFVkFHNKt0jRsMJ
https://ec.europa.eu/info/business-economy-euro/economic-performance-and-forecasts/economic-forecasts/autumn-2021-economic-forecast_en
https://economy-finance.ec.europa.eu/economic-forecast-and-surveys/economic-forecasts/summer-2022-economic-forecast-russias-war-worsens-outlook_en
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Figure 1 — EU-27 GDP volumeindex, 2006 — summer 2022 (in percent)
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Source: ECA, based on Commission data.

To mitigate the impact of the pandemic on citizens and businesses, boost the
recovery and fosterthe resilience of the EU and its Member States, the Council
adopted a temporary instrument, NextGenerationEU (NGEU) 2. From 2021 to 2026,
NGEU will make €807 billion available to the Member States®. Around 90 % of NGEU
funding (€724 billion) will be channelled through the Recovery and Resilience Facility
(RRF) 19, The RRF will provide both grants (€338 billion) and loans (€386 billion) thatthe
Member State may request'’. Of the remaining €83 billion of NGEU funds €51 billion
topped up the 2014-2020 cohesion policy programmes through REACT-EU'? (see
Box 2).

8 Article 1 of Council Regulation (EU) 2020/2094 establishing a European Union Recovery
Instrument to support the recovery in the aftermath of the COVID-19 crisis (the “NGEU
Regulation”).

All amounts in the report arein current prices.

10 Regulation (EU) 2021/241 establishing the Recovery and Resilience Facility (the “RRF
Regulation”).

11 Article 15(2) of the RRF Regulation.

12 Regulation (EU) 2020/2221 amending Regulation (EU) No 1303/2013 as regards additional
resources and implementing arrangementsto provide assistance for fostering crisis repair
in the context of the COVID-19 pandemic and its social consequences and for preparing a
green, digital and resilient recovery of the economy (the “REACT-EU” Regulation).


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R2094&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R2221&from=EN
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Box 2

RRF: a one-off temporary instrument for economic recovery

The RRF isa one-off temporary instrument set up under the economic, social and
territorial cohesiontitle of the Treaty on the Functioning of the European Union
(TFEU) 2. The RRF isintended to contribute to recovery from the economic crisis
caused by the COVID-19 pandemic by encouraging sustainable growth and
building resilience against future shocks.

Figure 2 presentsthe overall EU financial support available through the NGEU
and the MFF in the coming years.

Figure 2 — EU financial support available through the NGEU and MFF

in current prices
® REACTEU

. Cohesion policy funds
NextGenerationEU (ERDF/CF and ESF+)
€807 bn ’
\ Recovery and Resilience

Facility

€724 bn, of which
€338 bn for grants and
€386 bn for loans

2021-2027 = Other EU funds
Long-term budget €32bn

€1211 bn

Other policy areas

Source: ECA, based on Commission data published in April 2021.

13 Recital 2 of the RRF Regulation. Article 175 TFEU.


https://ec.europa.eu/info/sites/default/files/about_the_european_commission/eu_budget/mff_2021-2027_breakdown_current_prices.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:12012E/TXT&from=EN
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There isa single project pipeline forplannedinvestmentsto be financed from the
EU budget. As both the RRF and cohesion policy funds are being implementedin
parallel, the legislation underlying both instruments requiresinvestmentsto be
planned and implementedinsuch a way that the two instruments complement rather
than duplicate each other. In particular, the legislation requires programming
documents to specify how such complementarity is envisaged'“. Atthe same time, any
double fundingis prohibited'>.

14 Article 28 of the RRFRegulation. Articles 11 and 22(3)(a) of Regulation (EU) 2021/1060
laying down common provisions (Common Provisions Regulation, the “CPR”).

15 Recital 62 of the RRFRegulation.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
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Scope and approach

This review provides a comparative analysis of the 2021-2027 cohesion policy
funds and the RRF, with a view to contributingto post-2027 MFFs. We looked at this
topic because of the importance of the two instruments for the economic recovery in
the EU Member States following the COVID-19 pandemic as well as the interestin the
RRF’s delivery mechanism. We have examined the similarities and differences between
the two instruments, focusing on their overall framework, governance and
management arrangements, as well astheir interlinkages and the risks and challenges
arising from the parallel implementationin the coming years.

We compared the legislation underlying the RRF with that underlying the
cohesion policy funds (ERDF, the CF, ESF+, excluding REACT-EU, the Just Transition
Fund and the Connecting Europe Facility) for the 2021-2027 period. We also analysed
RRF-related guidance issued by the Commission and conducted interviews with staff
members from Directorate-General for Regional and Urban Policy (DG REGIO,
Directorate-General for Employment, Social Affairs and Inclusion (DG EMPL) and
Directorate-General for Economic and Financial Affairs (DG ECFIN), as well as the
Secretariat-General’s RECOVER task force.

At Member State level, we conducted interviews with the national RRF
coordinating authorities and other bodiesinvolvedin drawingup and implementing
the national recovery and resilience plans (RRPs) underthe RRF and partnership
agreements for the 2021-2027 period. We selected Germany, Spain, France, Italy,
Romania and Sloveniafor our review, to include both federally and centrally organised
Member States withinthe scope. Spain and Italy are also the two biggestrecipient
countries, in terms of combined funding for cohesion policy and the RRF. The RRPs of
the Member States in our sample had been adopted by the end of September 2021,
when we started our work.

We also drew on more than 200 publicly available studies and publications by
other EU institutions, research institutes, academics and think tanks, as well as

numerous own reports (see Annex ).

This is a review, not an audit. At the time of our work, the RRF was in its second
year of implementation, whereas the implementation of the cohesion policy funds for
the 2021-2027 period gradually started in March 2022.



The overall framework

Similar priorities presented differently
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Both the RRF and the cohesion policy funds aim at contributing to the EU’s
political priorities of fostering digital transformation and the green transition'®. They

also both support “Cohesion, resilience and values” investments under heading 2 of

the MFF. Thisoverlap gives Member States a great deal of discretionin choosingwhich

instrumentwill finance a giveninvestment.

Spending priorities of the RRF and the cohesion policy funds are structured and
presented differently. The RRF groups EU policy areas into six pillars'/, whereas the
2021-2027 cohesion policy funds support five policy objectives'é(see Figure 3 and

Annex Il for more details on the planned spendingas of October 2022).

Figure 3 — Cohesion policy objectives and RRF pillars

Greener,
net zero
carbon economy Competitive  Socialand
Cohesion 2021-2027 andresilient Connected and smarter inclusive
five policy objectives Europe Europe Europe Europe
Smart,
sustainable
and inclusive Socialand
RRF policy areas Green Digital growth and territorial
six pillars transition | transformation jobs cohesion

| W

gy Fw—4
aA

Source: ECA, based on the CPR and the RRF Regulation.

16 Political guidelines of the Commission 2019-2024, 16.7.2019.
17" Article 3 of the RRFRegulation.

18 Article 5(1) of the CPR.

Europe
closerto
citizens

Policiesfor
the next
generation


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN&_sm_au_=iVV4RqFJPvKDDkVDVkFHNKt0jRsMJ
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://op.europa.eu/en/publication-detail/-/publication/62e534f4-62c1-11ea-b735-01aa75ed71a1
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN

15

There are specificdifferencesin how EU funding can be allocated under the RRF

and the cohesion policy.

The RRF sets budget allocation targets of at least 37 % for the greentransitionand
at least 20 % for digital transformation°. All Member States’ RRPs envisage
exceedingboth thresholds?°.

The 2021-2027 cohesion policy has a thematic concentration requirement. Under
this requirement, similarly to the RRF, a minimum proportion of ERDF and CF
funding must be allocatedto innovation (at least 25 %, risingto 85 % for the most
developedregions) andthe green transition (at least 30 %) 2%; for ESF+, to social
inclusion (at least 25 %), youth employment (atleast 12.5 %), tackling child
poverty (at least5 %) and supportingthe most deprived persons (at least 3 %) %2
Cohesion policy does not finance publicadministration reforms, with some
exceptions, such as the targeted reforms of labour market institutions and
servicesunder the ESF+23, However, it requires the fulfilment of enabling
conditions, as a prerequisite forthe implementation of cohesion policy funds?4,

Both instruments require Member States to upholdthe conditionality forthe

protection of the EU budget?> and to fund only those investments which do no

significantharm to the environment?°.

19

20

21

22

23

24

25

26

Articles 18(4)(e) and 18(4)(f) of the RRFRegulation.
Recovery and Resilience Scoreboard.

Article 4 of the ERDF/CF Regulation.

Article 7 of the ESF+ Regulation.

Article 4(1)(b) of the ESF+ Regulation.

Article 15 of the CPR.

Regulation (EU, Euratom) 2020/2092 on a generalregime of conditionality for the
protection of the Union budget.

Article 17 of Regulation (EU) 2020/852 on the establishment of a framework to facilitate
sustainable investment, and amending Regulation (EU) 2019/2088.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://ec.europa.eu/economy_finance/recovery-and-resilience-scoreboard/index.html?lang=en
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1058&qid=1642092394124&from=en
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1057&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1057&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R2092&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R0852&from=EN
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RRF fundingis intended to be more closely linked to reforms includedin
the CSRs, but some important elements remained unaddressed

As part of the European Semester, the Commission analyses structural reform
and investment needsinthe Member States and issues country-specific
recommendations (CSRs) 2’ which provide tailored guidance on macroeconomic,
budgetary and structural policies?,

Both the RRF and the cohesion policy require Member States to address the
challengesand priorities setout in the 2019 and 2020 CSRs?°. As for cohesion policy
funds, investment priorities are defined during the programming process?°, taking
account of the CSRs. In the past, we found that Member States had often not
implementedtheir CSRsin full, and that the link between EU spendingand CSR
implementation overthe 2011-2018 period was weak?3'. The Commission recently
analysed the extentto which the 2019-2020 CSRs had beenimplemented. Itfound that
some or limited progress had been made in respect of 85 % of them, and substantial
progress in respectof 11 %. Only 1 % of CSRs had beenimplementedinfull. For3 %, no
progress had been made 2.

The RRF Regulationlinks EU funding with national structural reforms more
directly than the cohesion policy. It requires Member States to addressin their RRPs
“all or a significant subset” of challengesincludedin CSRs. Furthermore, the reporting
requirements of the RRF were integrated intothe 2022 European Semester. If the
Commission considers that reforms in the RRPs do not sufficiently address the

27 Regulation (EU) No 1175/2011 amending Council Regulation (EC) No 1466/97 on the
strengthening of the surveillance of budgetary positions and the surveillance and
coordination of economic policies.

28 Articles 121 and 148 TFEU.
29 Article 17(3) of the RRF Regulation. Article 12(1) of the CPR.
30 Annex D of the 2019 country reports.

31 Special report 16/2020: “The European Semester — Country Specific Recommendations
address importantissues but need betterimplementation”, paragraphs41-44 and 60.

Opinion No 06/2020 concerning the proposal for a regulation of the Parliament and of the
Council establishing a Recovery and Resilience Facility (COM(2020) 408), paragraph 46.

32 Commission communication on the 2022 European Semester — Spring Package,
COM(2022) 600, Appendix 2, p. 18.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32011R1175&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:12012E/TXT&from=EN&_sm_au_=iVVt2q5fMLSRsvWFVkFHNKt0jRsMJ
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://www.eca.europa.eu/Lists/ECADocuments/SR20_16/SR_european-semester-2_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/OP20_06/OP20_06_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52022DC0600&from=EN

17

challengesthat Member States are facing, it can propose additional CSRs?3. As we have
recently reported, some important structural reforms of the 2019 CSRs remained
unaddressedin RRPs we have examined so far3“.

The allocation methods of cohesion policy funds and RRF differ

Cohesion policy funds and the RRF use different methodsto allocate fundingto
Member States. The allocation of cohesion policy funds takesinto account national
and regional disparities, and is based on a well-established formula, the Berlin
formula3>. The method for allocating funds under the RRF was agreed in July 2020°°.
This method considers developmentdisparities existing before the pandemicat
national level, but not at regional level. Some Member States’ GDPs declined because
of the pandemic. This meant that structural pre-pandemicdisparities were abigger
factor indeterminingthe allocation of RRF grants than the economicimpact of the
pandemic, eventhough mitigatingthe latter was one of the RRF’s primary objectives
(see Box 3).

33 The European Semester in the time of the RRF.

34 Special report 21/2022: “The Commission’s assessment of national recovery and resilience
plans: overall appropriate but implementation risks remain”, paragraph 53.

35 Rapid case review 2019: “Allocation of cohesion policy funding to Member Statesfor 2021-
2027”, March 2019, paragraph4.

36 Conclusions of the special meeting of the Council, EUCO 10/20, 21.7.2020.


https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/european-semester/european-semester-timeline/linking-european-semester-and-recovery-and-resilience-facility_en
https://www.eca.europa.eu/Lists/ECADocuments/SR22_21/SR_NRRPs_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/RCR_COHESION/RCR_COHESION_EN.pdf
https://data.consilium.europa.eu/doc/document/ST-10-2020-INIT/en/pdf
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Box3

Funding allocation methods

The main allocation criterion for cohesion policy fundsis regional GDP and gross
national income (GNI) per capita, i.e. relative prosperity compared to the EU
average, adjusted for purchasing power3’. Other factors taken into account are
unemploymentrates, education levels, net migration from outside the EU, and
greenhouse gas emissions33. Some final adjustments are applied to ensure that
enough funds reach the least developed regions=°.

70 % of the grant component of the RRF is allocated based on the Member State’s
population, its 2019 GDP per capita, and its average five-yearunemployment rate
for 2015-2019. The remaining 30 % was provisionally allocated based on the
estimatedfallin GDP in 2020 and 2021, a provisionintended to reflectthe
economic impact of the pandemic“?. Price differences between Member States
are not taken into account for the RRF#!. A cap isappliedto preventfunds from
being concentrated excessivelyinsome Member States*2.

This estimated maximum allocation of the 30 % of the RRF grant component based
on GDP decline*3was updated inJune 2022%* based on actual GDP changes*>.

Member States whose grant amount was revised upwards must propose new
reforms and investments by submitting new RRPs in case they want to use the
grants, whereas Member States whose final maximum financial contribution was
decreased are encouraged to continue to implement theiroriginal RRPs relying on
alternative sources of funding, including national funds and the request of a RRF
loan“é.
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Article 108(2) and Annex XXVI of the CPR.

Annexes XXVI(1)to (7) of the CPR.

Annexes XXVI(10)to (17) of the CPR.

Annexes |, Il and Il of the RRF Regulation.

Annex | of the RRF Regulation.

Annex | of the RRF Regulation.

Annex IV of the RRFRegulation.

Commission note on the update of the RRF maximum financial contribution, 30.6.2022.
Article 11(2) of the RRFRegulation.

Part|, section II.2.Aand B of Commission guidance on Recovery and Resilience Plans in the
context of REPowerEU, 2022/C 214/1.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52022XC0531(01)&from=EN
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A maximum RRF loan amount of 6.8 % of 2019 GNI appliesin each Member
State“’. However, the amount of the loan support can be increased in exceptional
circumstances and subjectto availability of resources, i.e. other Member States
have not usedtheir loan componentin full“8. In practice, RRF loans are most
attractive to those Member States that borrow with an interestrate higherthan
that of the Commission.

InJune 2022, the amounts allocated under the RRF were updated. This update
resultedin 19 Member States receivingless than initially estimated. The grant amounts
for Belgium, the Netherlands and Hungary decreased the most, by 24 %, 22 % and
19 % respectively. Portugal received the largestincrease (12 %), followed by Spain
(11 %) and Germany (9 %). Spainand Italy were the two largest recipients of the RRF
grant component, together receiving43 % of the final RRF allocation. Polandis the
largest recipient of 2021-2027 cohesion policy funding (20 %), followed by Italy (12 %)
and Spain (10 %) (see Annex Ill and Figure 4).

47 Article 14(5) of the RRFRegulation.

48 Article 14(6) of the RRFRegulation.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
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Figure 4 — Cohesion policy funding and final allocation of RRF grants by
Member State

In million euros, current prices

Cohesion policy funds for the 2021-2027 period and the RRF grant allocation per Member
State, in million €
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Source: ECA, based on Commission data, including ETC and excluding the amounts transferred to CEF,
extractedinJuly 2022 forthe RRF and published in April 2021 forthe cohesion policyfunds.

19 RRF loans can be requested up to August 2023%°, By October 2022, loans had
beenrequested by just seven Member States>?, amountingto €165 billion (43% of the
total available loan amount). Italy, Greece and Romania were the only Member States
which requested the maximum amount.

49 Article 14(2) of the RRFRegulation.

>0 Greece, Italy, Cyprus, Poland, Portugal, Romania and Slovenia.


https://ec.europa.eu/info/sites/default/files/2022_06_30_update_maximum_financial_contribution_rrf_grants.pdf
https://ec.europa.eu/info/sites/default/files/about_the_european_commission/eu_budget/1_table_breakdown_of_cohesion_policy_current_prices.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
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If the RRF’s loan component is usedin full, the proportion of publicspending
financed by the EU in Member States will increase from around 1 % to up to 3 % of
EU GDP. The RRF will furtherincrease the proportion of EU-financed public
investmentsin Member States. In 2021, the Commission expected publicinvestment
to increase from 3 % in 2019 to 3.5 % of EU GDP in 2023. The RRF will account for a
large part of this increase>'.

The RRF is financed through bond issuance

Spendingunderthe EU budget, includingthrough the cohesion policy funds, is
primarily financed from Member State contributionsand, to a lesserextent, other
specificrevenue®2. In contrast, NGEU — and thus the RRF —is entirely financed by
borrowing on capital markets>3. Issuingcommon debton such a scale is a major
novelty for the EU (see Box 4).

51 European Economic Forecast, Autumn 2021, paper 160, p. 35.

52 Articles 2(1) of Council Decision (EU, Euratom) No 2020/2053 on the system of own
resources of the EU.

>3 Article 5(1) of Council Decision (EU, Euratom) No 2020/2053.


https://economy-finance.ec.europa.eu/economic-forecast-and-surveys/economic-forecasts/autumn-2021-economic-forecast-recovery-expansion-amid-headwinds_en
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020D2053&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020D2053&from=EN
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Box 4

Financing through bond issuance

By 2026, the Commission will raise funds for the NGEU by issuing EU bonds>*.
The bond terms will vary. The longestterms will be 30 years, but other bonds will
be issued for much shorter terms, including short-term ‘EU bills” with maturity
periods shorter than a year. AIlNGEU debt will be paid back by 2058>>. The EU
budget will bearthe repayment of the principal and the relatedinterestfor the
funds used as grants. RRF loans and the costs related to the borrowing of funds,
includingthe interest, will be repaid by the Member States receivingthe loan>°.
By end of October 2022, the Commission had issued €226 billioninbonds>’and
disbursed€81.4 billioningrants and €34.2 billioninloans.

We are currently working on an audit on the NGEU debt management by the
Commission. We planto publish our reportin 2023.

The eligibility period forthe 2021-2027 cohesion policy funds is nine years>2.
For the 2014-2020 period, the eligibility periodistenyears>°. The RRF’s eligibility
periodis shorter, at sixand a half years. During this period, the agreed milestonesand
targets must be attained and the related payments can be made until the end of
20260, As well as beinglonger, the cohesion’s policy eligibility period runs beyond the
end of the programming period, while the RRF’s does not. Like for cohesion policy

>4 Articles 4 and 7 of Commission Implementing Decision C(2021) 2502 final establishing the
necessary arrangements for the administration of the borrowing operations under Council
Decision (EU, Euratom) 2020/2053 and for the lending operations relatedto loans granted
in accordance with Article 15 of the RRF Regulation.

55 Article 6 of Council Decision (EU, Euratom)No 2020/2053.

6 Article 5(2) of Council Decision (EU, Euratom) No 2020/2053. Article 15(3) of the RRF
Regulation. Article 220(5)(e) of the Financial Regulation.

57 The EU as a borrower —investor relations.

58 Article 63(2) of the CPR.

59 Article 65(2) of Regulation (EU) No 1303/2013 laying down common provisions (the “2014-
2020 CPR").

60 Articles 17(2), 18(4)(i) and 24(1) of the RRF Regulation.


https://ec.europa.eu/info/sites/default/files/about_the_european_commission/eu_budget/c2021_2502_en_act_part1_v1.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020D2053&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020D2053&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32018R1046
https://ec.europa.eu/info/strategy/eu-budget/eu-borrower-investor-relations_en
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R1303&from=en
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
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funds, Member States are howevernot obliged to spend all available RRF funding until
the end of the period (see Figure 5).

Figure 5 — The eligibility periods of the cohesion policy funds and the RRF

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

CP 2014-2020

finances

Ql’lss  REACT - EU
NGEU —~

— R RRF

|
February August
2020 2026

., Period prior to the adoption of the relevant regulation for which measures already
- implemented can be financed retroactively

] — Additional spending period after end of the programming period
Source: ECA, based onthe2014-2020and2021-2027 CPR, RRF,and REACT-EU Regul ations.

Under the cohesion policy, expenditure can be declared for reimbursement after
the programming period ends. This introduces an overlap between periods: the
eligibility period forone programme extends overthe beginningof the following

programming period, and may discourage the timely starting of the subsequent
period.

Moreover, as we have pointed out in the past, such a long timeframe makes it
more difficultto define investment needs when negotiating partnership agreements
and programmes®'. To address this, if justified, cohesion policy programmes can be
amended during the course of the programming period®2. For the RRF no
disbursements will be made by the Commission after the end of 2026.

61 Special report 36/2016: “An assessment of the arrangements for closure of the 2007-2013
cohesion and rural development programmes”, paragraphs 58-64 and 128-130.

62 Special report 24/2021: “Performance-based financing in Cohesion policy: worthy
ambitions, but obstacles remainedin the 2014-2020 period”, paragraph 82.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R1303&from=en
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN&_sm_au_=iVV4RqFJPvKDDkVDVkFHNKt0jRsMJ
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R2221&from=EN
https://www.eca.europa.eu/Lists/ECADocuments/SR16_36/SR_CLOSURE_2007_2013_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR21_24/SR_Performance_incentivisation_EN.pdf
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Governanceand management

Both cohesion policy funds and RRF grants are part of the EU budget, but
not RRF loans

Cohesion policy funds are part of the EU’s annual budgetand accounts®3.
Although the NGEU budget was adopted outside the MFF, RRF grants are part of the

EU’s annual budgetand the consolidated accounts®. RRF loans are not part of the

EU budget, but includedinthe consolidated accounts®. Nevertheless, fortransparency
purposes, the Commission also presentsinformation on the loan componentinthe
draft budget®©®.

The Commission must consult the Council before disbursing RRF funds

The Commission, more specifically DG REGIO and DG EMPL, shares the
responsibility withthe Member States for managing cohesion policy funds®’.
The situation for the RRF is different. The Secretariat-General’s Recovery and
Resilience task force (RECOVER) and DG ECFIN manage the RRF directly®é. The
Commission coordinates the work of its different departmentsinternally to ensure
consistency between the two instruments.

63 Article 10 of the Regulation (EU, Euratom) 2018/1046 on the financial rules applicable to
the general budget of the Union (the “Financial Regulation”).

64 Article 21(6), 83(1)(b)(i) and 244(1)(a) of the Financial Regulation.

65 Commission communication on the consolidated annual accounts of the European Union
for the Financial Year 2021, COM(2022) 323 final, Note 2.4.1.1, p. 65.

66 Commission Statement of Estimates for the financial year 2022, p. 17.
67 Article 7 of the CPR.

68 Article 8 of the RRFRegulation.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018R1046&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018R1046&from=EN
https://ec.europa.eu/info/sites/default/files/about_the_european_commission/eu_budget/2021_eu_accounts_adopted_web.pdf
https://ec.europa.eu/info/sites/default/files/about_the_european_commission/eu_budget/db2022_statement_of_estimates_web.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
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The Commission aloneis responsible and accountable for approving
disbursements under cohesion policy programmes. The arrangements for the RRF are
differenthere as well. Before adopting the decision authorisingany disbursements
under the RRF, the Commission mustsubmit its preliminary assessment and take into
account the opinion of the Council’s Economic and Financial Committee. Acommittee
of Member States’ representatives hasto examine the Commission’s decision and can
overturn it with a qualified majority ©°.

The Parliament discharge does not cover RRF loans

There isa clear separation of responsibilities for cohesion policy funds between
the Parliamentand the Council (as the budgetary and discharge authority) and the
Commission (in charge of implementingthe budget). The EU’s annual budget is
approved by the Parliament, with the agreement of the Council 7°. The Commission
draws up annual accounts, for which it must seek approval — or “discharge” — from the
Parliament. The Parliament may grant discharge, based on the recommendation of the
Council 1. The Parliament’s powerto grant discharge to the Commission alsoappliesto
the RRF72, This discharge, however, does not cover the loan component of the RRF.

69 Articles 24(4) and 24(5) of the RRFRegulation.
70 Article 314 TFEU.
71 Article 319 TFEU. Article 261(1) of the Financial Regulation.

72 Annex I, point 39 of the Interinstitutional Agreement between the Parliament, the Council
and the Commission on budgetary discipline, on cooperation in budgetary mattersand on

sound financial management, aswell as on new own resources, including a roadmap
towards the introduction of new own resources.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:12012E/TXT&from=EN&_sm_au_=iVVt2q5fMLSRsvWFVkFHNKt0jRsMJ
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:12012E/TXT&from=EN&_sm_au_=iVVt2q5fMLSRsvWFVkFHNKt0jRsMJ
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018R1046&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020Q1222(01)&from=EN
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Cohesion policyis deployed under a common EU framework, while the
RRF is implemented through national systems

There are clear differencesin how the instruments are implemented on the
ground. For example, the responsibilities of national and regional administrations are
different. Cohesion policy funds are implemented by all Member States and regions
based on the framework set out in the Common Provisions Regulation (CPR). The RRF
is implemented through national systems, which by definition are specificto each
Member State (see Box 5).

Box5

The responsibilities of administrations in the Member States

Cohesion policy funds are implemented under shared management, through both
national and regional programmes. Hundreds of national and regional authorities
in the Member States are involvedin programming, implementation, monitoring

and audit. Beneficiaries of EU funds can be publicor private bodies, entities with

or without legal personality, or natural persons that are responsible forinitiating

or both initiatingand implementing operations’3.

The RRF isimplemented underdirect management, and Member States are the
beneficiaries’*. Atthe same time, they are responsible forensuring compliance
with key principles of sound financial management. At Member State level, a lead
authority (the “RRF coordinator”) has overall responsibility and acts as the single
point of contact for the Commission’>. Ministries or regions may be entrusted with
implementing projects and reporting to this coordinator on their progress.

73 Article 2(9) of the CPR.
74 Article 22(1) of the RRFRegulation.

75 Commission guidance to Member States on RRPs (Part 1/2), SWD(2021) 12 final. p. 46.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
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Additional administrative efforts at national level are required to
implement both systems in parallel

Implementingthe RRF in parallel with the cohesion policy funds may exacerbate
administrative capacity problems. In half of the Member States in our sample, the
same bodiesare responsible fordesigning and implementing both cohesion policy
funds and the RRF76. In these cases, the RRF is drawing on capacity developed by
national authorities forimplementing cohesion policy funds. Such arrangements also
help to mitigate the risk of double funding.

Two of the Member States in our sample (Italy and Romania) included specific
measuresin their RRPs to address administrative capacity issues. Also, some of the
Member States in our sample (ltaly, Romania and France) have indicated to us that
they intend to employ additional staff to implementthe RRF (see Box 6).

Box 6

Administrative capacity measures in Italy

Italy, one of the largestrecipients of RRF, REACT-EU and cohesion policy funds,
envisages a number of actions to increase its administrative capacity:

— the creation of a new technical and operational support service to provide
a pool of multidisciplinary experts from different publicbodies from whom
central, regional and local administrationsinvolvedin the RRF can seek
specialist expertise;

— theintroductioninto national law of measuresthat simplify and accelerate
the award and implementation of publiccontracts; and

— the recruitment of 2 800 publicservants for bodiesinvolvedinthe
implementation of EU funds.

76 Spain, Romania and Slovenia out of the Member States in our sample.
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Technical assistance is envisaged underboth instruments, but in differentforms.
For cohesion policy funds, Member States can use technical assistance for preparation,
training, management, monitoring, evaluation, visibility and communication
purposes’’. The maximum possible amount of technical assistance for the 2021-2027
period amounts to around €14 billion. Inaddition, for both instruments, Member
States can make use of the Technical Support Instrument (TSI) 78 with a total budget of
€864 million. The TSI supports publicadministrationin designing, developingand

implementingreforms, andin preparinginvestments.

77 Article 36 of the CPR.

78 Regulation (EU) 2021/240 establishing a Technical Support Instrument.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0240&qid=1642846530461&from=en
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Programmingof spending

RRF is based on a single programming document for each Member State
and, at EU level, requires Council approval

RRF programming is based on one a single document for each Member State.
This document, the RRP, detailsthe investments and reforms supported by the RRF
grants and, where relevant, loans. This is assessed by the Commission, which provides
a proposal for a Council Implementing Decision (CID) setting out a binding set of
measures, the associated milestones and targets to be achieved, and the number and
amount of instalments. Once the CID isadopted, itis complemented by operational
arrangements dealing with technical implementationissues’?, the financing
agreements on which the budgetary commitments are based?°, and the loan
agreements?®!, if applicable.

For cohesion policy funds, each Member State signs a partnership agreement
with the Commission, which sets out the strategic orientation of the fundingand the
arrangements for usingit®2. It contains details of national or regional programmes
intended to address the main challenges facingthe country or the region®:. The
Commission adopts implementing acts to approve both the partnership agreement
and the programmes?®-.

79 Articles 18(1) and 20(6) of the RRF Regulation.

80 Article 23 of the RRFRegulation. Article 7(3) of the Financial Regulation.
81 Article 15 of the RRFRegulation.

82 Article 10(1) of the CPR.

83 Article 22(3) of the CPR.

84 Articles 12(4) and 23(4) of the CPR.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018R1046&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
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35 Figure 6 summarises the assessmentand approval process for the programming

of spending.

Figure 6 — Programming of spending process

PROCESS
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Member States draft
their programming
documents
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Member States submit
their programming
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Commission
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The Commissionassesses
the programming
documents and
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each Member State
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The programming
documents areadopted
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Several national and
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in the Member States;
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DGEMPL
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the partnershipagreement
within four months and the
programme within five
months from their official
submission through
implementing acts

Source: ECA, based onthe CPR and the RRF Regulation.

RRF

Asingle entity in the
Member States acting as
the national coordinator
and point of contact for
the Commission.
Responsible bodies
within the Commission:
RECOVER and DGECFIN

One main programming
document, the RRP

Two months to complete
the assessment process,
but can be extended.
One month forthe
Council to approve

Commission
endorsement and Council
adoption through Council
Implementing Decision


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN&_sm_au_=iVV4RqFJPvKDDkVDVkFHNKt0jRsMJ
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
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Changes to cohesion policy programmes only require the assessmentand
approval of the Commission?®>. Changesto RRPs require the Commission’s assessment
and a Council’sapproval as well 6. This creates a safeguard to ensure that Member
States intend to follow theircommitments as setout inthe RRPs. We have noted
previously that amendments to cohesion policy programmes, including budget
reallocations within the limits authorised by the CPR, occur frequently during
implementation?®’.

The cohesion policy’s partnership principle is not a prerequisite for the
RRF

For cohesion policy funds, Member States must apply the partnership principlein
accordance with the European code of conduct on partnership®2. Publicauthorities at
regional, local and urban level, civil-society organisations, and economicand social
partners can all contribute to drawing up partnership agreements, and to preparing,
implementing and evaluating each programme . This aims to ensure that funds
address the needs and challenges that were brought forward.

The procedure used for the RRF isdifferent. When drawing up RRPs, national
authoritiesare onlyrequired to consultlocal and regional authorities, social partners,
civil society, and youth organisations to the extentrequired by domesticlegislation.
The consultation procedure is summarisedinthe RRPs themselves°.

85 Articles 13(4) and 24(4) of the CPR.
86 Article 21(2) of the RRFRegulation.
87 Special report 24/2021, paragraphs53-57 and 120.

88 Commission Delegated Regulation (EU)240/2014 on the European code of conduct on
partnership in the framework of the ESI Funds.

89 Article 8 of the CPR.

90 Article 18(4)(qg) of the RRF Regulation.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://www.eca.europa.eu/Lists/ECADocuments/SR21_24/SR_Performance_incentivisation_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32014R0240&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
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The Commission’s assessment of draft RRPs is based on pre-defined
criteria

Under cohesion policy, the Commission assesses whether partnership
agreements and programmes comply with the CPR and the relevant fund-specific
rules®!, Instead, for the RRF, the Commission carries out an ex ante assessmentin
which it applies 11 broad and generic qualitative criteria, such as whetherthe RRP
representsa comprehensive and adequately balanced response to the economic and
social situation, and whetherthe total estimated costs are in line with the principle of
cost efficiency and commensurate with the expected national economic and social
impact®2.

Previously, we have noted that the Commission has some flexibility in
interpreting and rating these criteria, and that such an exercise necessarily involves
qualitative judgements®3.Inarecently published report, we examined the
Commission’s assessment of the RRPs for a sample of Member States. We found that
the assessmentwas overall appropriate given the complexity of the process and the
time constraints. However, we identified anumber of weaknesses, risks and areas for
future attention such as payment profiles beingthe result of negotiations, milestones
and targets lackingclarity, and monitoringand control systems not yet beingfullyin
place at the time of the assessment®.

Also, transparency requirements differ. The Commission’s assessments of
adopted RRPs are publicly available®>, whereas those of cohesion policy partnership
agreements and programmes are only shared with the national and regional
authorities concerned.

o

L Articles 12(1) and 23(1) of the CPR.

w

2 Articles 19(3)(a) and 19(3)(i) of the RRF Regulation.
93 QOpinion No 06/2020, paragraph 44.
94 Special report 21/2022, paragraphs112-113.

95 The Commission prepared a summary of the assessment of the RRPs, available here.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://www.eca.europa.eu/Lists/ECADocuments/OP20_06/OP20_06_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR22_21/SR_NRRPs_EN.pdf
https://ec.europa.eu/info/business-economy-euro/recovery-coronavirus/recovery-and-resilience-facility_en#national-recovery-and-resilience-plans
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The scope of the Commission’s assessment differs between the two
instruments

The Commission’s Better Regulation Guidelines?®set out five criteria:
effectiveness, efficiency, relevance, coherence and EU added value. Four of these are
used for assessing both RRPs under the RRF and partnership agreements and
programmes under cohesion policy. Meanwhile, the scope of the Commission’s
assessmentdiffersforeach instrument(see Figure 7).

%6 Commission Staff Working Document, “Better Regulation Guidelines”, SWD(2021) 305,
pp. 23 and 26.



Figure 7 — The scope of the assessment

CRITERIA

EFFECTIVENESS
Article 11(1)(b) of the CPR

Article 19(3)(g) and
criterion 2.7 in Annex V of
the RRF Regulation

EFFICIENCY

Articles 11(1)(c) and
22(3)(g) of the CPR

Article 19(3)(i) and
criterion 2.9in Annex V of
the RRF Regulation

RELEVANCE
Article 22(3)(a) of the CPR

Article 19(3)(c) and
criterion 2.3in Annex V of
the RRF Regulation

COHERENCE

Articles 5(3) and 11(1)(b)
of the CPR

Article 19(3)(k) and
criterion 2.11in AnnexV
of the RRF Regulation

COHESION POLICY

The partnership agreement
describes the mainresults
expectedforeach fundand
the expected contribution
to the selected policy
objectives

The proposed preliminary
financial allocation respects
the rules on thematic
concentration and provides
data by policy objective at
national and regional level

The main challenges to be
addressed stem from
economic, social and
territorial disparities

Coordinationand
coherence between the
fundsand between the
national and regional
programmes,
complementarities and
synergies with other EU
instruments (including the
RRF) foreach selected
policy objective

Source: ECA, based onthe CPR and the RRF Regulation.

RRF

RRPisintended to have a
lasting impactin terms of
structural changesin the

administration or policies

Estimated total costs are
reasonable and plausible.

No examination of support at
regional level

RRP contributes to the
economic, social and
institutional resilience of the
Member State by reducing
economic vulnerability to
shocks and increasing the
capacity of economicand
social structures and
institutions to adjust and
withstand shocks

Internal coherence of the
measuresincludedin the
RRP, i.e. the measures
proposed reinforce and
complement eachanother
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https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN&_sm_au_=iVV4RqFJPvKDDkVDVkFHNKt0jRsMJ
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
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Member States must provide cost estimates for the measures includedintheir
RRPs to the Commission. In its assessment of RRPs, the Commission verifies the
reasonability and plausibility of these estimates and examines whetherthe proposed
support will complement other EU financing®’. Italso checks whetherthe support will
substitute recurring national expenditure®s. Toinform broader estimates on the
investmentlevel, Member States were required to provide the average level of
national public expenditure each yearfrom 2017 to 2019 for investments similarto
those inthe RRPs®°.

In cohesion policy, EU added value was assessed under the concept of
additionality: the requirementthat cohesion policy funds may not replace recurring
national expenditure %9, However, since 2007, the requirementfor Member States to
demonstrate this has been gradually lifted. Inthe 2021-2027 period, the Commission
will no longerverify additionality when assessing partnership agreements and
programmes (see Box 7).

97 Articles 9, 19(3)(i) and criterion 2.9 in Annex V of the RRF Regulation.
98 Article 5(1) of the RRF Regulation.

99 SWD(2021) 12, Part 1/2, p. 55.

100 Article 95(2) of the 2014-2020 CPR.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R1303&from=en
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Box 7
The additionality requirement for the cohesion policy

During the 2007-2013 period, Member States with regions covered by the
convergence objective, i.e.those whose per capita GDP was lessthan 75 % of the
EU average, were required to maintain the same level of publicor equivalent
structural expenditure throughoutthe periodin each region concerned°.

During the 2014-2020 period, the additionality requirement was deemedto be
fulfilled as long as Member States maintained the same level of publicstructural
expenditure throughoutthe period at national level. No reference was made to
regional expenditure levels. This requirement was verified only forthose Member
States whose lessdeveloped regions covered at least 15 % of theirtotal
population, under certain conditions 02,

For the 2021-2027 period, as a simplification measure, the Commission nolonger
requires Member States to demonstrate the additionality of programmes %3,

Two thirds of the RRPs were adopted within six months while the
preparation and negotiation of cohesion policy programmes was delayed
even more than in previous periods

In previous MFF periods, the Commission’s negotiation of partnership
agreements and programmes was delayed, and never completed before the end of the
first year of the MFF. These delays were due to the late adoption of the MFF package,
which inturn delayed the adoption of the cohesion policy package, whichis a
prerequisite for programming at Member State level 104,

101 Article 15(2) of Council Regulation (EC) No 1083/2006 laying down general provisions on
the ERDF, the ESF and the Cohesion Fund and repealing Regulation (EC) No 1260/1999.

102 Article 95(4) of the 2014-2020 CPR.
103 Simplification Handbook, measure No. 16, p. 3.

104 Special report 17/2018: “Commission’s and Member States’ actions in the last years of the
2007-2013 programmestackled low absorption but had insufficient focus on results”,
paragraphs14-18 and 83.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32006R1083&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R1303&from=en
https://ec.europa.eu/regional_policy/information-sources/publications/factsheets/2018/simplification-handbook-80-simplification-measures-in-cohesion-policy-2021-2027_en
https://www.eca.europa.eu/Lists/ECADocuments/SR18_17/SR_ABSORPTION_EN.pdf
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For the 2021-2027 period, delays lasted evenlonger: as we have reported
previously, the CPR and fund-specificregulations were adopted in mid-2021,
sixmonths after the start of the MFF period%°. Managing authorities were also
involved in programming REACT-EU, and in implementing otheremergency measures
such as the RRF, the Coronavirus Response Investment Initiatives (CRIl and CRII+) 196
and Cohesion’s Actions for Refugeesin Europe (CARE and CARE+) 197, This means that
theiradministrative capacity was spread even more thinly. The preparation of
partnership agreements and programmes and their negotiation with the Commission
therefore slowed down significantly in almostall Member States during 2021. One
consequence of thisdelayis that Member States will have to absorb their allocated
cohesion policy funds for the 2021-2027 MFF in a shorter timeframe. We have
previously noted that absorption patterns vary across Member States1%® and that there
have beendelaysin absorbingthe 2014-2020 cohesion policy funds'®°,

For the RRF, programming and adoption were quicker. In the six months between
February (whenthe RRF Regulation was adopted) and July 2021, 18 RRPs were
adopted 9. This rapid finalisation of the negotiations was intended, because the RRF’s
objective wasto respondto an acute and imminentcrisis. Furthermore, the lower
number of RRF programming documents, compared to the almost 400 partnership

1052021 Annual reports, paragraph 2.6. 2020 Annual reports, paragraphs2.24-2.25. Special
report 14/2021: "Interreg cooperation: The potential of the European Union’s cross-border

regions has not yet been fully unlocked”, paragraph92. Special report 24/2021,
paragraphs83 and 124.

106 Regulation (EU) 2020/460 amending Regulations (EU) 1301/2013, (EU) 1303/2013 and (EU)
508/2014 as regards specific measures to mobilise investments in the healthcare systems of
Member Statesand in other sectors of their economies in response to the COVID-19
outbreak. Regulation (EU) 2020/558 amending Regulations (EU) 1301/2013 and (EU)
1303/2013 as regards specific measures to provide exceptional flexibility for the use of the
European Structural and Investments Funds in response to the COVID-19 outbreak.

107 Regulation (EU) 2022/562 amending Regulations (EU) No 1303/2013 and (EU) No 223/2014
as regards Cohesion’s Action for Refugees in Europe. Regulation (EU) 2022/613 amending
Regulations (EU) No 1303/2013 and (EU) No 223/2014 as regards increased pre-financing
from REACT-EU resources and the establishment of a unit cost.

108 2021 Annual reports, paragraph 2.16. Special report 17/2018, paragraphs27 and 28.
1092021 Annual reports, paragraphs 2.26.

110 Belgium, Czechia, Denmark, Germany, Ireland, Greece, Spain, France, Croatia, Italy, Cyprus,
Latvia, Lithuania, Luxembourg, Austria, Portugal, Slovenia and Slovakia.


https://www.eca.europa.eu/Lists/ECADocuments/annualreports-2021/annualreports-2021_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/annualreports-2020/annualreports-2020_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR21_14/SR_cross-border_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR21_14/SR_cross-border_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR21_24/SR_Performance_incentivisation_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R0460&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R0558&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32022R0562&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32022R0613&qid=1654265647043&from=en
https://www.eca.europa.eu/Lists/ECADocuments/annualreports-2021/annualreports-2021_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR18_17/SR_ABSORPTION_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/annualreports-2021/annualreports-2021_EN.pdf
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agreements and national and regional programmes, helped the Commission to
conclude itsassessmentin a timely manner (see Box 8).

Box 8

Adoption and implementation status
By October 2022:

— 26 RRPs had been adopted by the Council, 8 more than by the July 2021.
The remaining one of Hungary was still being assessed by the Commission;

— 17 operational arrangements had beensigned by the Commission and the
Member States;

— 12 applications for payment had already beenvalidated and paid, with the
Commission expecting that around 32 % of the grant amounts will be paid
during 202211,

— Inthe following months, some of the RRPs will be amended by the Member
States and resubmitted for endorsement by the Commission and adoption by
the Council as a result of the adjusted maximum grant allocation of June 2022
(see Box 3).

In comparison, for the cohesion policy funds:

— 23 ofthe 27 partnership agreements and 185 of the 371 programmes inthe
scope of thisreview had beenapproved by the Commission for the 2021-
2027 period;

— nointerimpayment request had yet been submitted for the 2021-2027
period. In 2022, pre-financing payments make up the bulk of the amount
expected to be paid;

— the Commission has made payments correspondingto 72 % of the funds for
the 2014-2020 period. The Netherlands, Denmark and Croatia had absorbed
lessthan 58 % of theirallocations (including REACT-EU), and Belgium,
Germany, Italy, Malta, Slovakiaand Spain had absorbed less than 65 %.

111 Based on data in the Commission Statement of Estimatesfor the financial year 2022, p 34.


https://ec.europa.eu/info/sites/default/files/about_the_european_commission/eu_budget/db2022_statement_of_estimates_web.pdf
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Coordinating the simultaneous implementation of the two instruments
and avoiding the risk of double funding is part of the programming
exercise

Member States were required to describe in their RRPs how they would
coordinate the parallel implementation of the instruments, taking into account the
amounts involved, the availability and timeline of mature projects, and the level at
which the institutional and legal framework sets the responsibility forimplementing
a reformor investment'2. Thisis also a requirementfor partnership agreements and
programmes under the cohesion policy.

Complementarities and synergies are achieved either by financing different
operationsthat build on each other, or by using the two instruments to finance
different elements of the same operation. In most cases, the descriptions givenin the
RRPs were general and brief, partly because the 2021-2027 partnership agreements
and programmes had not yet beendrawn up. As a result, national authorities had to
take the content of their RRPs into account intheir 2021-2027 cohesion policy
partnership agreements. This exercise was easier for Member States that had
established a strategic demarcation framework beforehand (see Box 9).

Box9

The demarcation framework in France

To analyse potential overlaps between the RRF and the 2021-2027 cohesion policy
funds, clarify which type of investments were to be financed by which fund, the
French authorities have indicated to us that they set up a demarcation framework,
which was later publishedin a guide 113,

Four main criteria were used as the basis:

— atiming criterion, absorbing funds on a sequential basis by using, first, the
RRF or remaining funds from the 2014-2020 period, including REACT-EU and,
second, the 2021-2027 cohesion policy funds;

— atheme criterion, dependingonthe eligible themes covered;

— a beneficiary criterion, usingthe RRF for specifictypes of beneficiaries;

112 SWD(2021) 12, Part 1/2, p. 43.

113 The guide published by the French authorities is available here.


https://www.europe-en-france.gouv.fr/sites/default/files/guide_frr_cohesion_0.pdf
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— aterritorial criterion, allocatingthe RRF and cohesion policy funds to
separate territoriesinaccordance with preselectedinvestment priorities by
geographical area.

Although the existence of such a framework does not remove the needfor
further coordination during implementation atregional and project level, it
helps to establish the main principles.

In its assessment of the RRPs, the Commission had to examine complementarity
and coordination with other EU funds!!%, The operational arrangements signed with
each Member State for the RRF also provide for an annual eventto be heldin each
Member State to discussthe implementation of both the RRP and other EU
programmes?'!>,

An operation can be financed by both instruments as long as the same cost is
coveredonly once, and as long as the RRF does not cover the mandatory national co-
financing of cohesion policy projects'6. All Member States we consulted reported that
they had considered thisrisk and taken measures to mitigate it. The Commission had
to assess ex ante whetherthe RRPs contained such measures''’.

Absorption of cohesion policy funds will be influenced by the RRF, but
also by other factors

Followingthe adoption of the RRF, Member States can spend significantly more
money on investments than previously forthe economic, social and territorial
cohesion. Six countries can spend at least twice as much as they did inthe 2014-2020
period!'; seven countries at leastthree timesas much''?; and two countries,
Luxembourgand the Netherlands, seven times more.

114 SWD(2021) 12, Part 1/2, p. 44.

115 Commission report on the implementation of the Recovery and Resilience Facility,
COM(2022) 75, pp. 7 and 57.

116 Article 9 of the RRFRegulation. SWD(2021) 12, Part 1/2, p. 42.
117 Article 19(3)(j) and criterion2.10 in Annex V of the RRF Regulation.
118 Bulgaria, Germany, Ireland, Greece, Cyprus, and Finland.

119 Belgium, Denmark, Spain, France, Italy, Austria and Sweden.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
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During the 2014-2020 period, the ERDF and the CF provided fundingequivalent
to around 10 % of total publicinvestmentacrossall 27 EU Member States. In
10 Member States'?%, funding from the ERDF and the CF accounted for more than a
third of all publicinvestments®?!. Forthese Member States, absorbing significantly
more EU funds in the 2021-2027 period will be a particular challenge 22

Pressure to absorb fundsincreasestowards the end of the eligibility period, as we
have already reported previously123. This can lead to less consideration beinggivento
the addedvalue of investments, possibly atthe expense of observing certain eligibility
rulesand achievinggood value for money'?*. However, for the 2021-2027 period, a
number of aspects changed. These may mitigate some of the absorption challenge for
cohesion policy funds.

— Large-scale infrastructure projects are oftenfinanced in multiple consecutive
periods. This is often necessary because of the amount of time needed to put
such projects into service. But as we have notedin the past, it can also be a
consequence of delays during planningand construction2>, After 2026, no further
disbursements from the RRF will be made to the Member States. In case certain
RRF investments are not completed and require additional financing, such funding
may be found in cohesion policy programmes. Thisalso illustrates the need for
coherence in the programming of the two instruments.

— The CPR allows Member States to reallocate up to 5 % of their initial national
envelopesforeach cohesion policy fund to any other instrument under direct or
indirect management, including their RRPs. This also takes into account possible

120 Bulgaria, Estonia, Croatia, Latvia, Lithuania, Hungary, Poland, Portugal, Romania, and
Slovakia.

121 Commission, 8th cohesion report, p. 243.
1222016 Annual report, paragraphs2.24 and 2.25.

123 Rapid case review 2019: “Outstanding commitments in the EU budget — A closer look”, April
2019, paragraphs 20 and 34-39. Special report 17/2018, paragraphs20-21 and 83-84.

124 Special report 17/2018, paragraphs 15 and 87.

125 Review 05/2021: ‘The EU framework for large transport infrastructure projects: an
international comparison’, paragraphs52-53, p. 27. Special report 10/2020: “EU transport
infrastructures: more speed needed in megaprojectimplementation to deliver network
effects on time”, paragraphs45-48 and 84-86.


https://ec.europa.eu/regional_policy/en/information/publications/reports/2022/eighth-report-on-economic-social-and-territorial-cohesion
https://www.eca.europa.eu/Lists/ECADocuments/annualreports-2016/annualreports-2016-EN.pdf
https://www.eca.europa.eu/en/Pages/DocItem.aspx?did=49618
https://www.eca.europa.eu/Lists/ECADocuments/SR18_17/SR_ABSORPTION_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR18_17/SR_ABSORPTION_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/RW21_05/RW_Transport_flagships_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR20_10/SR_Transport_Flagship_Infrastructures_EN.pdf
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transfers to InvestEU programme '2¢ at partnership agreementlevel or through
programme amendments. In May 2022, the Commission proposed to increase
this to 12.5 %, undercertain conditions'?’, as one of the REPowerEU measures’2é,
We have provided an opinion on this proposal 12°,

— Lastly, both the RRF and the 2021-2027 cohesion policy funds will be
implementedina context of higherprices due to inflation. Forthe RRF, this will
put additional pressure on Member Statesto control costs or commit additional
national funds to complete RRF investments and reforms. For cohesion policy
funds, financingis generally based on actual costs incurred. As the increased costs
will be borne partly by the EU budget, this will likely resultin a higherabsorption
rate.

126 https://investeu.europa.eu/index_en
127 Commission communication on the REPowerEU Plan, COM(2022) 230 final, paragraph4.3.
128 https://ec.europa.eu/commission/presscorner/detail/en/IP_22 3131

129 Opinion No 04/2022 concerning the proposal for a Regulation of the Parliament and of the
Council amending Regulation (EU) 2021/241 as regards REPowerEU chaptersin recovery

and resilience plans and amending Regulation (EU) 2021/1060, Regulation (EU) 2021/2115,
Directive 2003/87/EC and Decision (EU) 2015/1814 [2022/0164 (COD)].


https://investeu.europa.eu/index_en
https://eur-lex.europa.eu/resource.html?uri=cellar:fc930f14-d7ae-11ec-a95f-01aa75ed71a1.0001.02/DOC_1&format=PDF
https://ec.europa.eu/commission/presscorner/detail/en/IP_22_3131
https://www.eca.europa.eu/Lists/ECADocuments/OP22_04/OP_REPowerEU_EN.pdf
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Conditions for making payments

The RRF finances reforms and investments based on the achievement of
milestones and targets

The Financial Regulation sets out three forms of EU financial support*3°:

— ‘Reimbursement of costs actually incurred’ involves EU funding beingreimbursed
based on the real costs incurred by the beneficiary. These costs must be
substantiated by supporting documents.

— ‘Simplified cost options’ (SCOs) reimburse expenditure ata rate calculated in
advance. Standard scales of unit costs and lump sums can link payments to
outputs, but not necessarily to results3*.

— Under the ‘financing not linked to costs’ (FNLTC) model, an operation receives
EU fundingwhen it achievesresults or meets conditions established previouslyin
legislation. FNLTC was first introduced in 2018, when the Financial Regulation was
revised.

The FNLTC model is mandatory for the RRF: it supports Member States to
implementreforms and investments entirely based onthe achievement of milestones
and targets. It doesnot apply to individual operations, forwhich Member States may
choose any suitable financingmodelinaccordance with their national rules. The
achievement of milestones andtargets is the only criterion for authorisinga
payment132,

Before the first payment requestis submitted, the Commission and the individual
Member States sign operational arrangements. These are documents which contain
details of how the CID will be monitored, and what evidence the Commission expects

130 Article 125(1) of the Financial Regulation.
131 Special Report 24/2021, paragraph90.
132 Recital 18 and Articles 4(2) and 24(3) of the RRFRegulation.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018R1046&from=EN
https://www.eca.europa.eu/Lists/ECADocuments/SR21_24/SR_Performance_incentivisation_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN

to see to demonstrate that each milestone and target has been achieved’33. Before
any RRF disbursement, the Commission must assess whetherthe Member State has
satisfactorily fulfilled all milestones and targets linked to the specificpayment
request’34. In addition, the Member State must provide assurance to the Commission
that ithas taken measures to protect the EU’s financial interests. Thisis howevernot
checked by the Commission before it authorises the disbursement. Itis only
subsequently thatthe Commission carries out ex post verifications and auditson a
sample basis in the Member States.

Operational arrangements are drawn up by the Commissionand the Member
State concerned. The RRF Regulation provides only limited information about their
content. The Commission prepared a template for operational arrangements, but
issuedit onlyin October 2021, after most CIDs had been adopted.

The Commission also intends to apply the RRF financing model to other areas of
the budget. It has already proposed replicatingthe main principle of the RRF financing
in the new Social Climate Fund 3, intendingto manage itusing Member States’ plans,
and where payments are expected to be made upon achievement of pre-agreed
milestones and targets. Similarly, from 2023 onwards, the delivery model of the
common agricultural policy will follow an approach based on outputs 26,

Cohesion policy finances operations primarily based on the
reimbursement of incurred costs

For cohesion policy funds, the conditions for paymentare fulfilment of the
relevantenabling conditions, and the submission of the assurance package on the
regularity of the expenditure declared by the Member State /. The Commission pays
the amount requested by the Member State, provided it is below the EU contribution
approved for the respective priority under the programme and meetsall eligibility

133 Article 20(6) of the RRFRegulation. SWD(2022) 12 final, p. 34.
134 Article 24(3) of the RRFRegulation.

135 Proposal for a Regulation of the Parliament and of the Council establishing a Social Climate
Fund, COM(2021) 568 final.

136 Recital 28 and article 37 of Regulation (EU) 2021/2116 on the financing, management and
monitoring of the common agricultural policy and repealing Regulation (EU) No 1306/2013.
Commission impact assessment, SWD(2018) 301, annex 4, section 2.3.

137 Article 15(5), 91(2) and 98(1) of the CPR.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/resource.html?uri=cellar:9e77b047-e4f0-11eb-a1a5-01aa75ed71a1.0001.02/DOC_3&format=PDF
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:OJ.L_.2021.435.01.0187.01.ENG
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=SWD%3A2018%3A301%3AFIN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
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conditions for the expenditure declared. This also applies when programmes make use
of SCOs or FNLTC models.

We previously reported 3¢ that only a small part of 2014-2020 cohesionspending
had been reimbursed using performance-based funding models, almost entirely
through SCOs under ESF. So far, almost all ERDF and CF programmes were exclusively
implemented based onthe reimbursement of incurred costs. The FNLTC model was
piloted for justone ERDF project in Austria. For the 2021-2027 period, SCOs have
become mandatory for ERDF and ESF+ funded operations up to €200 00013, The
Commission also expects that the FNLTC model will be used more than in previous
programming periods.

Different application of the FNLTC model for the two instruments

During the 2021-2027 period, the FNLTC modelis used differently underthe RRF
than it is under the cohesion policy. In particular, there are differencesin how the
terms “milestones” and “targets” are used, and in the way disbursements forachieving
them are justified by underlying costs (see Box 10).

138 Special report 24/2021, paragraphs93, 101 and 127 and Box 8.

139 Article 53(2) of the CPR.


https://www.eca.europa.eu/Lists/ECADocuments/SR21_24/SR_Performance_incentivisation_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN

Box 10

Differences in applying the FNLTC model under the two instruments
Disbursements undercohesion policy funds for the 2021-2027 period are:

— relatedto individual intermediate steps towards expected results;

— based on milestones and targets set in the programmes, which both must be
guantitative 140, Disbursements may also be linked to conditions, which may
have qualitative aspects'*;

— determinedonthe basis of an ex ante cost estimate, and not on the basis of
the actual costs incurred 42,

Disbursements underthe RRF are 1*3;
— paidinpre-definedinstalmentssetoutin the CID;

— dependentonthe achievement of a group of milestones and targets set out
in the CID, whereby milestones measure qualitative, and targets quantitative
progress towards achievement of reforms and investments 44,

— linked neithertothe ex ante estimated costs for each measure, nor to actual
costs incurred > (see paragraph 43).

Under both instruments, itis up to the Member States to decide whetherthe
model will also apply between the managing authority and the beneficiary, for
cohesion policy funds, or the Member State and final recipient, for the RRF 46,

140 Article 2(11) and 2(12) of the CPR.

141 Article 51(a) of the CPR.

142 Article 95(1) and Annex V — Appendix 2 of the CPR.

143 Article 4(2) and recitals 18, 30, 51 and 52 of the RRF Regulation.
144 Article 2(4) of the RRF Regulation.

145 SWD(2021) 12 final, Part 1/2, p. 35.

146 Recital 41 and Article 95(3) of the CPR. Recital 18 of the RRFRegulation.
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https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
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The extent to which RRF financing is more performance-based than
cohesion policy funds remains to be seen

Performance budgetingis the systemicuse of information about outputs, results
and/or impacts to inform, influence and/ordetermine the allocation of publicfunds**’.
The Organisation for Economic Co-operation and Development (OECD) definesthree
broad categories of performance budgeting!*é (see Box 11).

Box11

OECD classification on performance budgeting
The OECD identifies three broad categories of performance budgeting systems:

— presentational performance budgeting, whereby performance informationis
produced and shown alongside fundingallocations, but not necessarily used
to take spendingdecisions;

— performance-informed budgeting, where such information explicitly
influences the allocation of resources; and

— performance-based budgeting, in which fundingis linked to outputs and
outcomes.

In a previous report'*?, we concluded that much has been done during the 2014-
2020 periodto strengthen the performance orientation of cohesion policy, but that
performance-based financing has not yet become a reality. According to a 2018
Commission study, budget support and a more performance-based financing could
constitute a simple and effective mechanismforthose parts of the cohesion policy
funds where outputs can clearly be attributed to the funding'°°.

147 OECD, Incentivising performance in public investment policies delivered at national and
subnational levels: Managing across temporal and institutional horizons, 31 March 2017,
pp. 8-9.

148 OECD, Budgeting and performance in the European Union: A review by the OECD in the
context of EU budget focused on results, OECD Journal on Budgeting, Volume 2017/1,
section 1.2.1.

149 Special report 24/2021, paragraph 107.

150 Commission (Ramboll, Ecorys, CSIL): “Feasibility study for a potential use of Budget Support
to deliver ESI Funds”, 2018, pp. 3to 7.


https://www.oecd.org/cfe/regionaldevelopment/Beazley_Incentivising-performance-in-public-investment-policies.pdf
https://www.oecd.org/cfe/regionaldevelopment/Beazley_Incentivising-performance-in-public-investment-policies.pdf
https://www.oecd.org/gov/budgeting/budgeting-and-performance-in-the-eu-oecd-review.pdf
https://www.oecd.org/gov/budgeting/budgeting-and-performance-in-the-eu-oecd-review.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR21_24/SR_Performance_incentivisation_EN.pdf
https://op.europa.eu/en/publication-detail/-/publication/988e977e-baec-11e8-99ee-01aa75ed71a1/language-en/format-PDF/source-275317652
https://op.europa.eu/en/publication-detail/-/publication/988e977e-baec-11e8-99ee-01aa75ed71a1/language-en/format-PDF/source-275317652

48

The extentto which RRF financingis more performance-basedthan cohesion
policy funds remainsto be seen. In any case, as some of the milestones and targets
specifiedinthe RRPs relate to inputs or outputs rather than outcomes?*>?, the RRF
financing does not entirely meetthe OECD criteria for performance-based budgeting

systems.

There are several other differences between the twoinstrumentsin the way that
paymentsare disbursed. Payments made so far also indicate that the Commission may
disburse funds faster under the RRF than itcan for cohesion policy programmes. Thisis
mainly due to payment requests being based on pre-agreedinstalments grouping the
milestonesand targets and differencesin how these requests are assessed. This makes
checks before disbursementslesstime consuming. Followinga risk assessment, the
Commission may however carry out more detailed verifications at a laterstage, to
address the risks to sound financial management'>2(see Figure 8).

151 Special report 21/2022, paragraphs 87-89.

1522021 Annual reports, paragraph 10.12.


https://www.eca.europa.eu/Lists/ECADocuments/SR22_21/SR_NRRPs_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/annualreports-2021/annualreports-2021_EN.pdf

Figure 8 — Conditions for making payments

CONDITIONS

PRE-FINANCING

Member Statesreceive
pre-financing

PAYMENT REQUEST

Sent to the Commission,
accompanied by a
management
declaration

ASSESSMENT

Of the payment request
by the Commission

VALIDATION and
PAYMENT

To the Member States

POTENTIALLOSS
Of funds not used

Yearly pre-financing of 0.5 % of
the total allocation from 2021 to
2026 foreach fund

Maximum of six payment
requests peryear per
programme

Requests based on the costs
actually incurred unless use is
made of SCOs and FNLTC
National co-financing rates of at
least 15 % - 60 % depending on
the fund and the level of
development of the supported
region

Assessment of the expenditure
declared by the Member State in
the assurance package

The Commission validates the
payment

Gradual loss of the yearly
committed funds for whicha
payment requestis not made
within three years (from 2021 to
2026) or within two years (for
2027) (decommitment
procedure)
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RRF

One pre-financing payment
of up to 13 % only forthe
RRP adopted by the Council
in 2021

Maximum of two payment
requests peryear per
Member State

Requests based on pre-
agreed instalmentamounts
grouping the milestonesand
targets

Projectsare 100 %financed
by EU funds

Assessment based on the
satisfactory fulfilment of the
milestones and targets

The Commission adopts
decision authorising
disbursement takinginto
account Council’s opinion

Funds not paid to the
Member State by the end of
2026 are lost

Source: ECA, based on the CPR and the RRF Regulation.

Higher pre-financing rates under the RRF compared to cohesion policy

The level of pre-financing—in other words, the proportion of the allocation paid
to a Member State before formal payments linked to payment conditions are made —
differsbetweenthe RRF and cohesion policy funds. The RRF pre-financingrate is
significantly higher. Forboth instruments, pre-financing payments are cleared against
future payments'>3 (see Box 12).

153 Article 90(5) of the CPR. Article 13(2) of the RRFRegulation.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN&_sm_au_=iVV4RqFJPvKDDkVDVkFHNKt0jRsMJ
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
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Box 12
Pre-financing

Under cohesion policy funds, Member States are entitled to receive yearly pre-
financinginstalments of 0.5 % of the total support from 2021 to 2026. The
Commission will clear the pre-financingfor 2021 and 2022 annually, and for 2023
to 2026 by the time of closure of the programmes at the latest>*.

Under the RRF, a one-off pre-financing rate of up to 13 % of the grant and, if
applicable, the loan, is available to Member States'>°. In 2021, all Member States
exceptlreland requestedit.

Under the RRF, the Commission may also recover any pre-financingif no tangible
progress is made towards any relevant milestones and targets withinthe 18 months
after the CID is adopted °°. However, by October 2022, the meaning of “tangible
progress” had still not been defined by the Commission.

For both instruments, the management declarations are linked to their
conditions for payment

To proceed with a payment request, the Commission requiresa management
declaration for both instruments. This certifies that the information submittedis
complete, accurate and reliable, and confirms that the underlying expenditure was
usedfor the intended purpose, and complied with all the applicable rules:

— For cohesion policy funds, the managing authority submits one management
declaration for each accounting year, irrespective of the number of payment
applications?®7. It certifies that the expenditure declared has been legal and
regular, and providesinformation about the results of the interventions.

— Asa prerequisite fordisbursementunderthe RRF, each paymentrequest must be
accompanied by a managementdeclaration to certify the achievement of the
milestonesand targets linked to the paymentrequest. In addition, the Member

154 Articles 90(2) and 90(5) of the CPR.
155 Article 13(1) of the RRFRegulation.
156 Article 24(9) of the RRFRegulation.

157 Articles 74(1)(f) and 98(1)(b) and Annex XVIII of the CPR.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
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State must also provide for each payment requesta summary of the audits
carried out, the weaknessesidentified and any corrective actions taken 18,

There are also differencesin the frequency of paymentrequests. Member States
can submitup to two RRF payment requests to the Commission each year, compared

to up to sixfor cohesion policy funds >°.

No national or private co-financing required for the RRF

The national co-financingrate of an instrumentindicatesthe proportion of costs
not covered by EU funding. Traditionally, mandatory national or private co-financing
guarantees a Member State’s or beneficiary’s commitmentand ownership, and
ensuresvalue for money in EU-supported interventions. This has also been the general
principle for cohesion policy funds. In contrast, the RRF requires no national or private
co-financing (see Box 13).

Box 13
National co-financing

The national co-financingrates for cohesion policy funds range from 15 % to 60 %,
dependingonthe fund and the level of development of the supported region 1¢°,
In the past, there have been some instances where Member States received 100 %
EU financing from cohesion policy funds because of exceptional circumstances,
such as the financial crisis of 2008-2009%%, and for mitigatingthe effects of
COVID-19 pandemicfor the 2020-2021 accounting yeari62,

There are no co-financingrequirements for RRF and REACT-EU funding'©3.

158 Article 22(2)(c) of the RRF Regulation.

159 Article 24(2) of the RRFRegulation. Article 91(1) of the CPR.
160 Article 112 of the CPR.

161 Article 77(2) of Council Regulation (EC) 1083/2006.

162 Article 2 of the Regulation (EU) 2020/558.

163 Article 20(4) of the RRF Regulation. Article 92b(12) of the REACT-EU Regulation.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02006R1083-20131221&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R0558&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R2221&from=EN
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Under the RRF, decommitments only take place at the end of the
eligibility period

In cohesion policy programmes, funding that has not been spent withina certain
timeframe is automatically lost. This practice, called ‘decommitment’, isintended to
encourage financial discipline inthe implementation of programmes, as any lost
fundingreduces the potential impact of the policy. This gradual decommitmentduring
the eligibility period applies only to cohesion policy funds, not to the RRF (see Box 14).

Box 14

Decommitment rules

Cohesion policy funds are committed yearly at the start of the period to each
Member State, and are lostif theyare not used withinthree years (for 2021 to
2026), and withintwo years (for 2027) 164,

Under the RRF, the commitment of financial supportis frontloadedin the initial
years of the eligibility period. The Commission must commit 70 % of the grants by
the end of 2022, and the remaining 30 %, includingthe loan component, by the
end of 2023165, Any funds not committed by these time limits, because CIDs were
not adopted or because loans were not requested, will be lost.

Under the RRF, once funds are committed, Member States do not run the risk of
losing any unused funds during the implementation period of the RRF. All
milestones and targets must be met by 31 August 2026'°¢. Funds not paid by the
end of 2026 will be decommitted'®’.

164 Article 105 of the CPR.
165 Recitals46-47 and Articles 12 and 14 of the RRFRegulation.
166 Articles 18(4)(i) and 20(5)(d) of the RRFRegulation.

167 Article 24(1) of the RRFRegulation.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN

Monitoringand cost of

implementation

Monitoring, reportingand evaluation are necessary to ensure that funds

contribute to the objectives set, to identifyissues so that they can be addressedin

good time, and to gain an overview of progress at EU level. Different provisions apply

to the two instruments (see Figure 9).

Figure 9 — Monitoring, reporting and evaluation requirements

REQUIREMENTS

MEMBER STATES

Monitoring and
reporting
arrangements

COMMISSION

Monitoring and
reporting
arrangements

COMMISSION

Evaluation

Monitoring by programme,
using indicators that are not
linked to the payment
requests

Prescriptive rules on the role
of the monitoring
committee

Submission to Commission:

o Financial data: five times
ayear

o Performance data: twice
a year, including dataon
common indicators

o Mid-term review (2025)

Annual performance review
meeting

Annual Managementand
Performance Report to the
Parliament, in the context of
the discharge procedure
Display aggregated dataon
the Open Data platform
Report on the outcome of
the mid-term review to the
Parliamentand Council
(2026)

During implementation, at
the end of 2024
Ex-post evaluation (2031)

Source: ECA, based on the CPR and the RRF Regulation.

RRF

Monitoring at central level, using
pre-agreed milestones and targets
linked to the payment requests
Member States can use their
existing monitoring systems

Submission to Commission:

o Progresson milestonesand
targets, accompanying each
payment request: maximum
twice ayear

o Two-yearly reports, updating
data on common indicators

Monitoringembedded in the
European Semester

Analysis and appraisal of the data
sent with the payment request
Annual report on implementation
addressed to the Parliamentand
the Council

Posting of aggregated data on the
RRF Scoreboard

Duringimplementation, in
February 2024
Ex-post evaluation (2028)


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN&_sm_au_=iVV4RqFJPvKDDkVDVkFHNKt0jRsMJ
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
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RRF monitoring is linked to milestones and targets

The Commission’s monitoring of the implementation of the RRPs differs
significantly between Member States. This is because milestonesand targets, and the
evidence neededto assess progress made towards them, are specificto each RRP. All
Member States must nominate a central authority that provides consolidated
reporting to the Commission and bears overall responsibility for monitoring the
implementation of the RRP.

There are various reporting requirements associated with the RRF.

— Member States must report bi-annually to the Commission, in April and October,
on the progress made with their RRP, specifically onthe milestones and targets.
This fallsunder the framework of the European Semester, April’sreport being
part of the National Reform Programme 162,

— Inthe context of the European Semester, Member States must also report bi-
annually, in February and August, on the common indicators established forthe
RRF by a Delegated Act '%°.

— The Commissionreports annually on the implementation of the RRF to the
Parliamentand the Council17%. The Commission’s firstannual report was
publishedin March 2022; it concluded that implementation was underway /1.

— Asplanned, the Commission provided a one-off review reportto the Parliament
and the Council at the end of July 202272, according to which the implementation
of reforms and investments of the Member States’ RRPs isunderway'’.

168 Article 27 of the RRFRegulation.

169 Article 2(3) of the Commission Delegated Regulation (EU) 2021/2106 on supplementing
Regulation (EU) 2021/241 of the Parliament and of the Council establishing the RRF by

setting out the common indicators and the detailed elements of the recovery and resilience
scoreboard.

170 Article 31 of the RRFRegulation.
171 COM(2022) 75, p. 64.
172 Article 16 of the RRFRegulation.

173 Commission review report on the implementation of the RRF, COM(2022) 383 final, p. 30.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32021R2106
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://ec.europa.eu/info/sites/default/files/com_2022_383_1_en.pdf
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— The Parliament may invite the Commissionto a “recovery and resilience dialogue”
meetingeverytwo months174, By October 2022, seven such meetings had taken
place.

In our recent report, we noted that the RRF milestones and targets are output-
(or eveninput-) rather than outcome-oriented. This limits the possibility of measuring
the performance of measures and ultimately theirimpact on the EU policy objectives
of the RRF175,

Performance disconnected from financial reporting for cohesion policy

Performance-monitoringarrangements for cohesion policy funds are setout in
the CPR. These arrangements are binding for all Member States and are disconnected
from payments, both in terms of the timingand the process, exceptinthe case of
output-based SCOs and FNLTC:

— The monitoring committee of each programme meets at least once a year and
examines, among other things, progress made in implementingthe programme
and achievingits milestonesand targets'’¢,

— The Commission examines performance with each Member State at an annual
performance review meeting!’’.

— Each programme will undergo a mid-termreviewin 2025 to determine allocation
of half of the funding for 2026 and 2027, examining, interalia, progressin
achievingthe milestonestakingintoaccount major difficulties encounteredinthe
implementation?7s,

— Progressinachievingprogramme objectivesisalsoexaminedbasedon the
final performance report'’°.

174 Article 26 of the RRFRegulation.

175 Special report 21/2022, paragraphs 88-89.
176 Articles 38(1), 38(3) and 40(1) of the CPR.
177 Article 41(1) of the CPR.

178 Articles 18 and 86(1) of the CPR.

179 Article 43 of the CPR.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://www.eca.europa.eu/Lists/ECADocuments/SR22_21/SR_NRRPs_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
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Member States must report data on cohesion policy programme implementation
to the Commission more frequently thanthey do for the RRF; they must electronically
transmit financial implementation datafive times a year, and performance data twice
a year'®0, The CPR does not require the Commission to report annually to the
Parliamentand the Council, but informationis includedin the programme statements
attached to the draft budget'®*and in Annual Management and Performance Report
as part of the discharge procedure 82,

Efforts were made to increase transparency of monitoring data, but
otherissues remain

Similar approaches to ensure transparency in the use of EU funding

The Commission has adopted similarapproaches to both instrumentsto ensure
transparency in the use of EU fundingand to demonstrate progress inimplementation.
In the case of the RRF, the Commission has set up an online platform called the
Recovery and Resilience Scoreboard, which is publicly accessible 123, It fulfils afunction
similarto that of the open data platform under the cohesion policy funds (see Box 15).

180 Article 42(1) of the CPR.
181 Article 41(3)(h) of the Financial Regulation.
182 Article 318 TFEU.

183 Commission Delegated Regulation (EU)2021/2106.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018R1046&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:12012E/TXT&from=EN&_sm_au_=iVVt2q5fMLSRsvWFVkFHNKt0jRsMJ
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R2106&from=EN
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Box 15

Online public platforms for performance data

The RRF’s Recovery and Resilience Scoreboard ¥4 gives an overview of progress
made in programme implementation. Itincludes data on the achievement of
milestones and targets, committed and disbursed funds, the trend in common
indicators within the structure of the six pillars, and thematic analyses'®>. The
Commissionislegally requiredto update the scoreboard at least twice a year
using the data submitted by Member States in the context of the European
Semester!s6, Infact, itis updated more frequently thanthis: it provideslive data
on payments and fulfilled milestones and targets.

The cohesion open data platform is a publicly available website that visualises
data on the financing and achievements of cohesion policy funds'®’. For the
2014-2020 period, it presentsthe latest data available for the programmes with
the planned amounts, daily updateson EU payments, annual information on the
achievement of common indicators, and thematic analyses. Since October 2022,
it displays plannedinvestmentandindicator targets from adopted 2021-2027
programmes.

The Commission considers that “Member States are the beneficiaries of the RRF
funds, which, once disbursed, enterthe national budget”1%8. However, the use of the
RRF funds must still comply with all applicable EU and national rules. Member States as
the beneficiariesand borrowers of the funds, together with the Commission, must
take appropriate measuresto ensure that. Member States must also ensure that final
recipients acknowledge that they have received EU funding'8°. However, notevery
measure contributing to investments and reforms supported underthe RRF is specified
in detailinthe RRPs or in the CIDs. This carries the risk that EU financial support
provided through the RRF may not be visible to recipients and citizens.

184 Recovery and Resilience Scoreboard.

185 Article 1 of Commission Delegated Regulation (EU)2021/2106.
186 Articles 27 and 30 of the RRF Regulation.

187 Cohesion Open Data Platform.

188 COM(2022) 75, p. 60.

189 Article 34(2) of the RRFRegulation.


https://ec.europa.eu/economy_finance/recovery-and-resilience-scoreboard/index.html?lang=en
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R2106&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://cohesiondata.ec.europa.eu/
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
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Limitations of the monitoring data

Monitoring data is used to measure the progress and achievements of EU
interventions. The most important sources of data are the common output and result
indicators togetherwith theirbaselines, milestones and targets, as applicable (forthe
cohesion policy programmes), and the milestones and targets (for the RRPs). We have
previously commented on the large number of programme-specificindicators°°,
which can neitherbe aggregated to measure performance at EU level nor be used for
comparisons between and across different cohesion policy programmes and RRPs*°1,
The same appliesto the milestones and targets for the RRF. There is only a limited
number of common indicators to measure the overall performance of both
instruments at EU level (see Box 16).

190 Special report 24/2021, paragraph 42. Briefing paper 2018: “Future of EU finances:
reforming how the EU budget operates”, February 2018, paragraph 38. Special report
02/2017: “The Commission’s negotiation of 2014-2020 Partnership Agreementsand
programmesin Cohesion: spending more targeted on Europe 2020 priorities, but

increasingly complex arrangementsto measure performance”, paragraphs 106-109, 113-
115,131, 147.

191 Briefing paper 2018: “Simplification in post-2020 delivery of Cohesion Policy”, May 2018,
paragraph59.


https://www.eca.europa.eu/Lists/ECADocuments/SR21_24/SR_Performance_incentivisation_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/Briefing_paper_MFF/Briefing_paper_MFF_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR17_2/SR_PARTNERSHIP_AGREEMENT_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR17_2/SR_PARTNERSHIP_AGREEMENT_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/BRP_Cohesion_simplification/Briefing_paper_Cohesion_simplification_EN.pdf
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Box 16
Monitoring data
Programme- and RRP-specificindicators:

— Overthe 2014-2020 period, more than 22 000 programme-specificindicators
were set. The number of programme-specificindicators for the 2021-2027
period will be known when all programmes are adopted.

— Alarge number of milestones and targets were created for the RRPs by the
Council so far: 5 889 in total, 2 166 for reformsand 3 723 for investments92,
In some cases, these are complemented by intermediary steps, further
increasing their total number'°:,

Common indicators :

— The fund-specificregulations set 87 common indicators for the 2014-2020
period. Member States selected the ones that were relevant to their
cohesion policy programmes, and settargets to be achieved by the end of the
period. The number of common indicators for the 2021-2027 period has
increasedto 234. All programmes will report on all common indicators
regardless of whethertargets have been set for them or not.

— The Commission was required to adopt a delegated act establishingcommon
indicators to show the overall results of the RRF1%4. The Regulation defined 14
common indicators, of whichthe majority were the same as those in the
cohesion fund-specificregulations'®>. However, they do not have associated
targets to be achieved, and are not systematically linked to each RRP. They
therefore give an overview of the RRF’s performance.

192 Data from the RRF scoreboard as at October 2022.

193 Commission Staff Working Document, “ldentifying Europe’s recovery needs”, SWD(2020)
98 final, p. 36. Out of the selected Member States, intermediary steps were used in Spain
and Romania.

194 Article 29(4) of the RRFRegulation.

195 Annex to Commission Delegated Regulation (EU) 2021/2106. Annexes | and |l of the
ERDF/CF Regulation. Annex | of the ESF+ Regulation.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R2106&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1058&qid=1642092394124&from=en
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1057&from=EN
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In the past, we have highlighted the difficulty in striking a good balance between
the needto obtain meaningful monitoring data and the needto produce it at a
reasonable cost'°. Collecting, storingand reporting data for these indicators
contributed significantly to administrative costs. Nevertheless, for the RRF, each
milestone ortarget measures progress towards achievinga specificreformor
completingan investment, and is used as a basis for disbursements.

DG ECFIN checks the monitoring data for the RRF, and DGs REGIO and EMPL for
the cohesion policy funds. Since an operation can be financed by both instruments,
and since there are no checks to ensure that monitoring data is not disclosed twice,
thereis a riskthat achievements may be doubly reported.

Ex-post evaluations come too late to inform the legislative proposals for
the next period for both instruments

The Commission must carry out evaluations of both instrumentsinthe course of
implementationin 2024, and ex-post evaluations two years after the end of the
eligibility periods to assess the long-termimpact’®’. Member States must also carry
out evaluations assessing one or more of the criteria set out in the Better Regulation
Guidelines'?8 (orotherrelevantcriteria) and the impact of each programme 1°°,

The ex-post evaluations of both instruments will be available afterthe
Commission’s legislative proposals forthe post-2027 cohesion policy framework have
beendrawn up. This means that only the evaluationsand reviews carried out in the
course of the implementation caninformthe legislative proposals forthe next
period??, However, as we have pointed out previously?%!, the Regulations do not
require the Commission to coordinate the evaluations duringimplementation forthe
RRF and the mid-term review of cohesion programmes plannedin 2024 and 2025

196 Special report 02/2017, paragraphs 131-132 and 154. Briefing paper 2019: “Delivering
performance in Cohesion”, June 2019, paragraph 49.

197 Article 32 of the RRFRegulation. Article 45(2) of the CPR.
198 SWD(2021) 305, p. 23.

199 Article 44(1) and 44(2) of the CPR.

200 Briefing paper 2019: “Delivering performance in Cohesion”, June 2019, paragraphs 107 and
109.

201 Special report 24/2021, paragraphs 81 and 124, and recommendation 2(b).


https://www.eca.europa.eu/Lists/ECADocuments/SR17_2/SR_PARTNERSHIP_AGREEMENT_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/BRP_Performance_orientation_in_Cohesion/BRP_Performance_orientation_in_Cohesion_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://www.eca.europa.eu/Lists/ECADocuments/BRP_Performance_orientation_in_Cohesion/BRP_Performance_orientation_in_Cohesion_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR21_24/SR_Performance_incentivisation_EN.pdf
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respectively, despite the lessons that could be learnt from an integrated approach
covering both instruments.

The cost ofimplementinganinstrumentincludesvarious administrative
expenditure (see Box 17).

Box 17
Costs of implementing an instrument

The activitiesinvolvedin preparingand implementinganinstrument generate
administrative costs at:

— Commissionlevel: expenditure connected with programme approval and the
supervision and verification of programme implementation, such as staff

costs, studies, evaluations, analyses, dissemination of information actions
and consultancy;

— Member State level: expenditure for programme preparation and
management, monitoring, evaluation, information and communication, and
control and audit activities, such as staff costs, consultancy, and IT costs.

Calculating the cost of implementingthe cohesion policy fundsis not easy. The
technical assistance provided to support Member States is a cost reimbursed from the
EU budget, soitisa known amount. However, there s little or no information available
on other administrative costs. The Commission carries out studies to estimate these
global administrative costs; the last one was published in 201822, |n the past, we have
found that cohesion policyis implemented at a comparatively low cost to other
European and international programmes. However, we also noted that the data
underlying these studies wasincoherent, inconsistentand incomplete 2°3.

202 Commission (Spatial Foresight and t33), “New assessment of ESIF administrative costs and
burden”, 2018.

203 Special report 07/2020: “Implementing Cohesion policy: comparatively low costs, but
insufficient information to assess simplification savings”, paragraphs41 and 67.


https://ec.europa.eu/regional_policy/sources/docgener/studies/pdf/assess_admin_costs.pdf
https://ec.europa.eu/regional_policy/sources/docgener/studies/pdf/assess_admin_costs.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR20_07/SR_ESI_Funds_EN.pdf
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Similarly, it will be difficult to estimate the cost of implementingthe RRF, not
least because the RRF Regulation does not require administrative costs to be reported
to the Commission.
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Control and audit

The design of the control and audit framework must ensure that EU fundsare
implementedinline withthe principles of sound financial management?%, are legal
and regular?®> and that the EU’s financial interestis protected?°®. It must be adapted to
the risksidentified forthe form of EU financial support specificto each instrument.

For both cases, Member Statesimplementa control and audit framework
designedto provide the Commission with assurance that it may release payments,
while the Commission conducts additional checks to verify the reliability of the
framework in the context of preparing its annual activity reports and the declaration of
assurance contained thereinfor the discharge procedure (see Figure 10).

204 Article 33 of the Financial Regulation.
205 Article 36(2) of the Financial Regulation.

206 Article 135 of the Financial Regulation.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018R1046&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018R1046&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018R1046&from=EN

Figure 10 — Control and audit

BY TYPE

BEFORE PAYMENT

ATPAYMENT

AFTER PAYMENT

EXTERNALAUDIT

COHESION POLICY

INTERNALCONTROLAND AUDIT

Member States provide assurance on
the set-up of their managementand
control systems

The Commission assesses Member
States’ control systemswhen
approving partnership agreements and
programmes

Member State level

o Legality and regularity of
payments is based on the accuracy
and veracity of expenditure, and
compliance with the applicable EU
and national rules

o Managing authorities carry out
first-level checks on operations
and exclude irregular expenditure
declared by beneficiaries

o Auditauthorities provide
assurance on expenditure
declared, managementand
control systems and the accounts

The Commission carries out control
and audit activities, including systems
audits and audits on a sample of
operations

The Commission:

o Carriesout compliance auditsin
respect of the legality and
regularity of expenditure declared,
and system audits

o Suspends payments associated
with expenditure affected by an
irregularity or serious deficiency

By the ECA

Source: ECA, based on the CPR and the RRF Regulation.
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RRF

Member States describe their
internal control systems in their
RRP’s

The Commission assesses
Member States’ control systems
and sets further milestones
where necessary

Member State level

o Legality and regularity of
paymentsin based on
achievement of milestones
and targets.

o Compliance with the
applicable EU and national
rules to protect the EU
financial interests

The Commission assesses
whether milestones and targets
have been satisfactorily fulfilled,
failing which paymentis
suspendedin part orin full

The Commission carries out:

o expostaudits of milestones
and targets, reported by the
Member States following a
risk assessment

o system audits of the
monitoring data collection
systems (before or after
payment)

o system audits of measures
to protect the EUfinancial
interests, and ad hoc audits
where serious irregularities
are suspected

By the ECA


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN&_sm_au_=iVV4RqFJPvKDDkVDVkFHNKt0jRsMJ
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
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Cohesion policy checks mainly focus on the regularity of expenditure
declared

In cohesion policy, control and auditfocus mainly on the eligibility of costs
incurred by beneficiaries and declared by managing authorities foreach of the

programmes. The Member States have specificresponsibilitiesin connection with the
checks to be carried out?%’ (see Box 18).

Box 18

The control and audit framework for cohesion policy funds at
Member State level

The programme authoritiesin the Member States must fulfil detailed
requirements.

— Managing authorities, when expenditure is reimbursed based onreal costs,
must check that expenditure complies with the applicable legislation,
including publicprocurement and state aid rules, and the conditions for
support of the programme 2%, For SCOs and the FNLTC model, management
verifications are exclusively intended to verify that the conditions for
reimbursement by the Commission have been satisfied2%°. Managing
authorities should also have data on the beneficial owners of the recipients
of the funds?'?, and publish the list of operations selected, including the
beneficiaries?!’.

— Auditauthorities must provide the Commission with an annual control report
and an audit opinion that provides assurance as to the legality and regularity
of declared expenditure, the effective functioning of the management and
control systemsand the completeness, accuracy and veracity of the
accounts?!?,

The Commission’s assurance for makinga payment comes mainly through checks
on the regularity of the expenditure declared performed by the national authorities as

207 Article 63(1) of the Financial Regulation. Recital 55 of the CPR.
208 Articles 74(1)(a) and 95(3) and recital 34 of the CPR.

209 Articles 94(3) and 95(3) of the CPR.

210 Article 69(2) of the CPR.

211 Article 49(3) of the CPR.

212 Article 77(3) and recital 63 of the CPR.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018R1046&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
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well as by the system audits carried out by them. The Regulationisalso specificabout
the audit work required at Member State level, including the establishment of a clear
audit trail, templates, and an audittimetable 213. The Commission plays a supervisory
role and, through its own audit work, satisfiesitself thatthe systemsset up by
Member States function effectively and efficiently 24

We have previously highlighted weaknessesinthe work of audit authoritiesinthe
Member States and the Commission’s supervision thereof?!>, affecting a significant
share of the assurance packages?6. Recently, we also noted a need for further
clarification of the arrangements for providingassurance to the Commission whenthe
FNLTC modelisapplied?'’.

RRF checks focus on the satisfactory fulfilment of milestones and targets

The control and audit framework for the RRF focuses on the satisfactory
fulfilment of milestones and targets. It also reflects Member States’ responsibility for
ensuringthat the instrumentis implementedin compliance with EU and national rules
(see Box 19).

213 Articles 70, and 77 to 82 and Annexes XIII, XIXto XXI| of the CPR.
214 Article 70(1) of the CPR.

215 Special report 26/2021: “Regularity of spending in EU Cohesion policy: Commission

I”

discloses annually a minimum estimated level of error that is not final”, paragraphs 26, 29,

39 and 84. 2020 Annual reports, paragraph5.38. 2019 Annual reports, paragraph 5.39.
216 2021 Annual reports, paragraphs5.41-5.42.

217 Special report 24/2021, paragraph 128 and recommendation 4.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://www.eca.europa.eu/Lists/ECADocuments/SR21_26/SR_LR-in-cohesion_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/annualreports-2020/annualreports-2020_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/annualreports-2019/annualreports-2019_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/annualreports-2021/annualreports-2021_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR21_24/SR_Performance_incentivisation_EN.pdf
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Box 19

The control and audit framework under the RRF at Member State
level

— Member States are required to set up an internal control systemto ensure
that the use of RRF funds complies with the applicable EU and national law.
They may use theirown national budget management systemto do this?!é,
They must also keep track of data on RRF final recipients and a list of funded
measures?'?, evenifthis informationis not made publicly available. This
information can be requested for audit and control purposes by the
Commission, OLAF, EPPO and the ECA 220,

— Auditis also part of Member States’ control responsibilities. Member States
must state in their RRPs which national body is responsible foraudit.
A summary of the audits carried out, including weaknesses and corrective
actions taken, must accompany each paymentrequest??’.

In the RRP approval process, the Commission assessed the control and audit
framework described by Member Statesin their RRPs?22, This assessment does not
cover risks associated with non-compliance with public procurement and state aid
rules. All 26 frameworks of the RRPs adopted by October 2022 were assessed as
adequate. In 19 cases the Commission agreed specificmilestoneswiththe
Member State to remedy deficienciesidentified before the first disbursementis
made 223, excludingthe pre-financing.

The Commission had also shared a self-assessment checklist on control systems
with the Member States in March 2021, before any RRP was submitted. However,
some aspects of the Commission’s audit methodology for the RRF, such as the audit
trail and sampling methods, were finalised only afterthe RRPs were adopted. The
Commissionfinalisedits audit methodology as late as December 2021, after the first
payment requests were submitted. This may have created uncertainty regarding

218 Article 22(1) of the RRFRegulation.

219 Article 22(2)(d) of the RRF Regulation.

220 Article 22(2)(e) of the RRF Regulation.

221 Article 22(2)(c)(ii) of the RRFRegulation.

222 Article 19(3)(j), Article 24(3), Recital 18 and criterion 2.10in Annex V of the RRF Regulation.

223 SWD(2021) 12, Part 1/2, p. 48. COM(2022) 75, p. 61.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
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responsibilities and the scope of controls and audits, which may inturn have led to
inconsistentimplementation across the Member States.

The Commission’s assurance for payments comes primarily from its desk checks
on the satisfactory fulfilment of milestones and targets for each installment. During
the implementation period, the Commission also carries out system audits of the
monitoringdata collectionsystemin the Member States. These audits maybe
carried out before or after the disbursements are made. In addition, the Commission
may also carry out ex-post audits on the reporting of milestones and targets in the
Member States; these audits are only carried after the disbursement has been made.
We are currently workingon an audit on the design of the RRF audit and control
framework. We plan to publish our report in 2023.

The method for applying suspensions or making partial payments for the
non-attainment of milestones and targets under the RRF awaits
clarification

In cohesion policy, as we previously reported, there are no preventive measures
or financial corrections for underachievement of results??%. Thisis also the case for the
2021-2027 period. However, the Commission must carry out an annual performance
review meeting foreach programme togetherwith the Member State to monitor
progress towards the agreed milestones and targets. Where there are significant
deviations that could affect the implementation of the programme, the Member State
must adopt remedial measuresand inform the Commission withinthree months?2>,

This is different forthe RRF where the Commission must suspend all or part ofa
payment ifit considersthat one or more milestones andtargets have not been
satisfactorily achieved. Once such a suspensionis made, unless the Member State
remediesthe situation within six months, the Commission must reduce the amount of
financial support?26. However, the Commission still needsto clarify the method to

224 Special report 04/2017: “Protecting the EU budget from irregular spending: The
Commission made increasing use of preventive measures and financial corrections in
Cohesion during the 2007-2013 period”, paragraph 25. Special report No 36/2016: “An
assessment of the arrangements for closure of the 2007-2013 cohesion and rural
development programmes”, paragraph 48.

225 Article 41 of the CPR.

226 Articles 24(6) and 24(8) of the RRFRegulation.


https://www.eca.europa.eu/Lists/ECADocuments/SR17_4/SR_Financial_Corrections_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR16_36/SR_CLOSURE_2007_2013_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
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determine the share of a payment that isto be suspended or reduced for the non-
attainment of milestones and targets, as we have also highlightedin our 2021 annual
report?2’. The absence of a clearlyset out method carries the risk that partial
payments may not be consistently applied to Member States.

Payment retentions to protect the EU budget are needed for the
cohesion policy funds

Paymentretentions protect the EU budget from the financial consequences of
errors in Member States’ cost declarations which may be detected after disbursement.
In cohesion policy, the Commission applies such retentions to each interim payment.
Forthe 2021-2027 period, the percentage decreasedto 5 %228, compared to 10 % in
the previous period. In the past we have recommended a legislative review to ensure
that the retained payment is adequately protected before itis released?2°.

No such mechanism isin place for the RRF, as the Commission agrees on the
conditions for disbursementinadvance whenit negotiatesthe RRP, and only assesses
whetherthe relevant milestones and targets have been met before authorising
payment.

For cohesion policy funds, the Commission can apply payment
suspensions and financial corrections to protect the EU’s financial
interests

Measures to protect the EU budgetaim to ensure that only regular spendingis
financed. Primarily, itis the Member States’ responsibility to detect, correct and

preventirregularities?3. If thisis not adequately done, the Commission may use
a series of additional measures to protect the EU budget.

2272021 Annual reports, paragraph 10.28 and recommendation 10.2.
228 Article 93(2) of the CPR. Article 130(1) of the 2014-2020 CPR.
229 Special report 26/2021, paragraph 77 and recommendation 1.

230 Article 103 of the CPR.


https://www.eca.europa.eu/Lists/ECADocuments/annualreports-2021/annualreports-2021_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R1303&from=en
https://www.eca.europa.eu/Lists/ECADocuments/SR21_26/SR_LR-in-cohesion_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
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For cohesion policy funds, the Commission can suspend payments until
Member States have taken the necessary corrective actions and, if necessary, impose
financial corrections (see Box 20).

Box 20

Use of financial corrections and suspensions to protect the EU
budget under cohesion policy

Under cohesion policy, financial corrections are imposed when an irregularity has
been declared or accepted by the Member State. The Commission may impose
them in the case of serious deficienciesin the Member State’s managementand
control systems which have led to systemicerrors or for individual irregularities?3?.
Depending of the seriousness of the deficiencies, the Commission may impose a
flat-rate correction of 5 %, 10 %, 25 % or even 100 %232. However, this does not
necessarily lead to a reduction of the amount of support made available to a
programme, as otherregular expenditure can be claimed for other measures233.
Whether this happens in practice, however, depends on the Member States’
ability to declare additional expenditure. The competent authority in the Member
State must recover any irregular amounts paid to beneficiaries?3“.

Net financial correctionsin cohesion policy are used when an irregularity was not
adequately corrected by the Member State. Only a net financial correction implies
the loss of financial support for the Member State by the EU budget?*°.

Finally, the Commission can also apply paymentinterruptions and suspensions as
preventive measures?3°. These resultin a deferral of payments from the EU
budget, putting additional pressure on the Member States to take the necessary
corrective action?®’.

231 Article 104(1) of the CPR.

232 Article 104(1) and Annex XXV of the CPR.
233 Article 104(4) of the CPR.

234 Article 69 of the CPR.

235 Article 104(1) and 104(4) of the CPR.

236 Articles 96 and 97 of the CPR.

237 Special report 04/2017, paragraphs14-17 and Box 1.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://www.eca.europa.eu/Lists/ECADocuments/SR17_4/SR_Financial_Corrections_EN.pdf
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In the past, for cohesion policy funds, we have noted that the Commission
made increasing use of preventive measuresand financial corrections in the 2007-
2013 period. We have also noted that the regulatory provisions of the 2014-2020
period significantly increased the Commission’s ability to protect the EU budget from
irregular expenditure?®2, Until 2021, as we have reported, the Commission has not
imposed any net financial corrections on Member States for the 2014-2020 period?*.

For the RRF the Commission relies more on the effectiveness of national
systems to protect the EU’s financial interests

For the RRF, the Commission also has the powerto proportionately reduce the
financial support allocated to Member States and to recover any amount due or to ask
for early repayment of loans. The Commission can do so for seriousirregularities
related to fraud, corruption, conflict of interest or a serious breach of obligations, as
well as cases of incorrect information regarding the fulfilment of milestones and
targets being provided by Member States?%°.

To recover or ask early repayment of loans, the Commission must establish that
irregularities orserious breaches of obligations have occurred. If a deficiencyinthe
control system of a Member State for the RRF leads to a serious breach of the
financingagreement, the Commission may reduce the EU financial supportand
recover5 %, 10 %, 25 % or even 100 % of the financial contribution allocated to the
Member State, or in case of a loan ask for early repayment 1. However, unlike for
cohesion policy funds, there is no common control framework as Member States use
theirnational systems for implementingthe RRF. In the absence of furthercriteria and
guidance on the application of recoveries by the Commission, there remains a risk that
these flat rates may not be consistently applied to Member States.

Regardless of the management mode, the Commissionis ultimately responsible
forimplementingthe EU budget2*2. In particular, the Commission must ensure that the
financial interests of EU are effectively protected;to do so, it must obtain sufficient

238 Special report 04/2017, paragraphs 141-143 and 149.

2392021 Annual reports, paragraph 1.44. 2020 Annual reports, paragraph 1.43.
240 Article 22(5) of the RRFRegulation.

241 Article 22(5) of the RRFRegulation. Article 19 of the financing agreements.

2422021 Annual reports, paragraph 1.33.


https://www.eca.europa.eu/Lists/ECADocuments/SR17_4/SR_Financial_Corrections_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/annualreports-2021/annualreports-2021_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/annualreports-2020/annualreports-2020_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://www.eca.europa.eu/Lists/ECADocuments/annualreports-2021/annualreports-2021_EN.pdf
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assurance from Member Statesthat they implementthe RRF in compliance with the
EU and national law. As compared to cohesion policy funds, italso reliesto a higher
degree on the effectiveness of national systems to prevent, detect and correct
irregularities and the timely information thereof reported by the Member States.
Nevertheless, the Commission considers thatit can authorise disbursementsaslong as
milestonesandtargets are achieved?*3, evenif itmay be aware of irregularitiesin
using the funds detected at Member State level.

Member States can use different systems to reportirregularities
detected for cohesion policy funds and the RRF

The protection of the EU’s financial interests alsoinvolves measures taken to
counter any illegal activities that may affect the EU budget?*4. This requires a system to
be in place to counter fraud, corruption and conflicts of interests at Member State
level, andinvolves checks being performed by the Commission as laid downin the RRF
audit strategy.

For cohesion policy funds, Member States must report irregularities they detect
in the Commission’s Irregularity Management System (IMS) 24, and expenditure under
examinationis excluded fromthe accounts?4®. The required informationincludesthe
identity of the beneficiariesinvolved. Forthe RRF, Member States are not legally
obligedto reportirregularitiesinthe IMS, but may do so on a voluntary basis. Instead,
all Member States must report suspected fraud cases in their management declaration
that accompaniesthe payment request.

Potential for using integrated data mining and risk-scoring tools not yet
fully exploited by cohesion policy and the RRF

Nearly 10 years ago, the Commission created a single data-miningand risk-
scoring tool, ‘Arachne’, for uploading details of risky economic operators?4’. The
Commission recommended that Member States use Arachne in connection with both

243 Article 24 of the RRF Regulation.

244 Article 325 TFEU.

245 Article 69(12) of the CPR.

246 Article 98(6) and Annex XVIII of the CPR.

247 Article 22(4) of the RRFRegulation and recital 72 of the CPR.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0241&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:12012E/TXT&from=EN&_sm_au_=iVVt2q5fMLSRsvWFVkFHNKt0jRsMJ
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1060&from=EN

73

instruments. Its usefulness, however, depends onthe data uploaded by Member
States, and so far not all of them use it248. So far, 19 Member States have committed
to using Arachne for the RRF. By October 2022, it was not yet clear how many Member
States had committed to usingit for the 2021-2027 cohesion policy programmes.

In the past, we have highlighted Arachne’s potential as an effective fraud
preventiontool?*°. However, recently we found that the utility of Arachne was limited
by its restricted scope of applicationin the context of shared management?°°. For
example the IMS is not linked to Arachne. The revision of the Financial Regulation will
provide an opportunity to make the use of integrated data miningand risk-scoring
tools mandatory for all methods of EU budget implementationinthe post-2027 period.

248 Annual Activity Report 2020 — Directorate-General Regional and Urban Policy, p. 55. Special
report 01/2019: “Fighting fraud in EU spending: action needed”, paragraph 86.

249 Special report 01/2019, paragraphs 85-88 and recommendation 3.3. Special report
10/2015: "Efforts to address problems with public procurement in EU cohesion expenditure
should be intensified”, paragraphs90-94 and recommendation 6.

250 Special report 11/2022: ”Protecting the EU budget — Better use of blacklisting needed”,
paragraph 85.


https://ec.europa.eu/info/sites/default/files/annual-activity-report-2020-regional-and-urban-policy_en_0.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR19_01/SR_FRAUD_RISKS_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR19_01/SR_FRAUD_RISKS_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR19_01/SR_FRAUD_RISKS_EN.pdf
https://www.eca.europa.eu/en/Pages/DocItem.aspx?did=32488
https://www.eca.europa.eu/en/Pages/DocItem.aspx?did=32488
https://www.eca.europa.eu/Lists/ECADocuments/SR22_11/SR_Blacklisting_economic_operators_EN.pdf
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Closing remarks

Our review illustrates that the Recovery and Resilience Facility (RRF) and the
cohesion policy funds have considerable similarities. Atthe same time, both
instruments differin many respects due to theirdifferent purposes. Cohesion policyis
the EU's main long-terminvestment policy to promote the economic, social and
territorial development of Member States and regions, and the RRF isa temporary
crisis-response tool to mitigate the impact of the COVID-19 pandemicon Member
States’ economies and to enhance the resilience of the EU and its Member States
against future shocks.

Both the 2021-2027 cohesion policy funds and the RRF are stillintheirearly
stages of implementation. Deploying the RRF simultaneously with the cohesion policy
funds will provide additional insightsin how the differencesinthe regulatory
framework affectimplementation and results.

This review was adopted by the Court of Auditors in Luxembourg at its meeting of
8 December2022.

For the Court of Auditors

Tony Murphy
President
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Belgium
Bulgaria
Czechia
Denmark
Germany
Estonia
Ireland
Greece
Spain

France
Croatia

Italy

Cyprus
Latvia
Lithuania
Luxembourg
Hungary
Malta
Netherlands
Austria

Pillar 1
Green transition

64 %
64 %
66 %
59 %
47 %
42 %
56 %
44 %
50 %
53 %
76 %
46 %
52 %
39 %
44 %
65 %

55 %
71 %
52 %

Pillar 2
Digital
transformation

30 %
33 %
24 %
24 %
53 %
22 %
32 %
23 %
30 %
21 %
26 %
30 %
25 %
22 %
36 %
33 %

23 %
26 %
41 %

Pillar 3
Smart, sustainable
and inclusive
growth and jobs

32 %
47 %
40 %
86 %
51 %
71 %
40 %
86 %
42 %
53 %
45 %
48 %
65 %
46 %
53 %
43 %

28 %
52 %
44 %

Pillar 4
Social and
territorial
cohesion

48 %
27 %
33 %
18 %
11 %
21 %
49 %
29 %
56 %
28 %
26 %
50 %
25 %
54 %
25 %
46 %

41 %
37 %
45 %

Pillar 5
Health, economic,
social and
institutional
resilience
11 %
18 %
23 %
13 %
29 %
43 %
10 %
12 %
14 %
21 %
15 %
15 %
19 %
26 %
25 %
13 %

34 %
7%
9%
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Pillar6
Policies for the
next generation

15 %
11 %
14 %

9%
1%
13 %
5%
8%
23 %
12 %
12 %
13 %
13 %
18 %

19 %
7%
9%



== Poland

Portugal
ga Romania
am Slovenia
cm Slovakia
4+  Finland

== Sweden

EU average

Pillar 1
Green transition

56 %
55 %
57 %
57 %
51 %
54 %
56 %
55 %

Pillar 2
Digital
transformation

23 %
23 %
21 %
23 %
21 %
35%
29 %
28 %

Pillar 3
Smart, sustainable
and inclusive
growth and jobs

24 %
48 %
42 %
33 %
48 %
50 %
18 %
47 %

Pillar 4
Social and
territorial
cohesion

68 %
47 %
46 %
36 %
24 %
39 %
67 %
38 %

Pillar 5
Health, economic,
social and
institutional
resilience
21 %

19 %

22 %

36 %

38 %

21 %

14 %

20 %
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Pillar 6
Policies for the
next generation

9%
8%
13 %
15 %
17 %
1%
15 %
12 %

Source: ECA, based on the estimated primary and secondary contribution of RRF funds planned for each measure towards two of the six pillars asreported by the
Commissioninthe ‘Recovery and Resilience Scoreboard’ for 25 of the 26 RRPs adopted by the Councilby end of October2022.


https://ec.europa.eu/economy_finance/recovery-and-resilience-scoreboard/index.html?lang=en
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Belgium
Bulgaria
Czechia
Denmark
Germany
Estonia
Ireland
Greece
Spain
France
Croatia
Italy
Cyprus
Latvia
Lithuania
Luxembourg
Hungary
Malta
Netherlands
Austria
Poland
Portugal

COHESION POLICY FUNDS 2021-2027

ERDF

1.1
5.7
10.4
0.1
10.9
1.7
0.4
11.5
23.5
9.1
5.4
26.6
0.5
2.5
3.5
0.0
13.4
0.5
0.5
0.5
47.4
11.5

ESF+

1.2
2.6
2.7
0.1
6.5
0.5
0.5
5.8
11.2
6.7
2.0
14.5
0.2
0.7
1.1
0.0
5.5
0.1
0.4
0.4
14.9
7.5

CF

1.3

6.4

0.8

3.0

1.2

0.2
1.0
1.4

2.6
0.2

9.3
3.4

ETC

0.4
0.1
0.3
0.3
1.0
0.1
0.3
0.1
0.7
1.1
0.2
1.0
0.0
0.0
0.1
0.0
0.2
0.0
0.4
0.2
0.6
0.1

TOTAL

2.7
9.8
19.8
0.5
18.4
3.1
1.2
20.4
35.4
16.8
8.7
42.1
0.9
4.3
6.1
0.1
21.7
0.8
13
1.1
72.2
22.5

70 % of
the
amount
available

3.6
4.6
3.5
1.3
16.3
0.8
0.9
13.5
46.6
24.3
4.6
47.9
0.8
1.6
2.1
0.1
4.6
0.2
3.9
2.2
20.3
9.8

30 % of
the
amount
available

2.3
1.6
3.5
0.2
9.3
0.2
0.1
4.3
22.9
15.0
1.7
21.0
0.2
0.3
0.1
0.0
2.5
0.1
2.0
1.2
3.6
4.1

RRF GRANTS*
Provisional Allocation until 30.6.2022

TOTAL

5.9
6.3
7.1
1.6
25.6
1.0
1.0
17.8
69.5
39.4
6.3
68.9
1.0
2.0
2.2
0.1
7.2
0.3
6.0
3.5
23.9
13.9

Final Allocation as of 30.6.2022

70 % of
the
amount
available

3.6
4.6
3.5
1.3
16.3
0.8
0.9
13.5
46.6
24.3
4.6
47.9
0.8
1.6
2.1
0.1
4.6
0.2
3.9
2.2
20.3
9.8

30 % of the
amount
available

0.9
1.1
4.1
0.1
11.7
0.1

3.9
30.6
13.1

0.9
21.1

0.1

0.2

0.0

0.0

1.2

0.1

0.8

1.5

2.3

5.8

TOTAL

4.5
5.7
7.6
1.4
28.0
0.9
0.9
17.4
77.2
37.4
5.5
69.0
0.9
1.8
2.1
0.1
5.8
0.3
4.7
3.7
22.6
15.6

RRF LOANS
ACTIVATED

12.7

122.6
0.2

11.5
2.7

80

in billion euros

Cohesion
Policy Funds
2021-2027,
RRF grants
(final
allocation)
and RRF
loans
activated

7.2
15.3
27.4

1.9
46.4

4.0

2.1
50.5

112.6
54.3
14.3

233.6

2.0

6.0

8.2

0.1
27.5

1.1

6.0

4.8

106.3
40.8



COHESION POLICY FUNDS 2021-2027

ERDF  ESF+ CF ETC TOTAL
BB Romania 17.1 82 35 04 29.2
gmm Slovenia 1.5 0.7 0.7 01 3.1
©mm Slovakia 8.1 2.4 1.6 0.2 12.4
-4 | Finland 0.9 0.6 0.2 1.7
2@ Sweden 0.8 0.7 0.4 1.9
Technical
. 0.8 0.3 0.1 0.0 1.3
Assistance
Transnational
C . 0.2 0.2
ooperation
Interregpnal 0.6 0.6
Innovation
European 0.6 0.6
Urban Initiative ’ ’
Interregional
. 0.6 0.6
Cooperation
TOTAL EU 217 98 37 9 361

RRF GRANTS*
Provisional Allocation until 30.6.2022

70 % of % of 70 % of
ot:;° 3°t:;° 2::: 30 % of the
TOTAL amount
amount amount amount available
available available available
10.2 4.0 14.2 10.2 1.9
1.3 0.5 1.8 1.3 0.2
4.6 1.7 6.3 4.6 1.4
1.7 0.4 2.1 1.7 0.2
2.9 0.4 3.3 2.9 0.3
234 104 338 234 104

Final Allocation as of 30.6.2022

TOTAL

12.1
1.5

6.0

1.9
3.2

338

RRF LOANS
ACTIVATED

14.9
0.7

165
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Cohesion
Policy Funds
2021-2027,
RRF grants
(final
allocation)
and RRF
loans
activated
56.2

5.2

18.3

3.6
5.2

1.2

0.2

0.6
0.6

0.6
864

* Note to RRF grants: pursuant to Article 11 of the RRF Regulation, the calculation of the maximum financial contributionfor the 30 % of the allocated grant amount per

Member State was updated on 30 June 2022. This was doneto takeintoaccountthelatest data on the GDP for 2020 and 2021.

Source: ECA, based on Commission data, Annex IV of the RRF Regulationand the Commission note to the Council and Parliament ‘RRF: update of the RRF maximum financial
contribution’of 30.6.2022. The amounts are rounded for presentation purposes.
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Acronymsand abbreviations

CEF: Connecting Europe Facility

CF: Cohesion Fund

CID: Council Implementing Decision

CPR: Common Provisions Regulation

CRII: Coronavirus Response Initiative

CSR: Country-SpecificRecommendations

DG ECFIN: Directorate-General for Economic and Financial Affairs
DG EMPL: Directorate-General for Employment, Social Affairs and Inclusion
DG REGIO: Directorate-General for Regional and Urban Policy
ERDF: European Regional Development Fund

ESF+: European Social Fund+

ETC: European Territorial Cooperation

FNLTC: Financing Not Linked To Costs model

GDP: Gross Domestic Product

GNI: Gross National Income

MFF: Multiannual Financial Framework

NGEU: NextGenerationEU

OECD: Organisation for Economic Co-operation and Development
RRF: Recovery and Resilience Facility

RRPs: Recovery and Resilience Plans

SCOs: Simplified cost options

TFEU: Treaty on the Functioning of the European Union
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Glossary

Country-specific recommendations: Annual guidance which the Commissionissues, as
part of the European Semester, to individual Member States on their macroeconomic,
budgetary and structural policies.

Do no significant harm: Principle that investment measures should have no major
detrimental environmental impact.

European Pillar of Social Rights: Framework for delivering new and more effective
social rightsfor EU citizens.

European Semester: Annual cycle which providesa framework for coordinating the
economic policies of EU Member States and monitoring progress.

Milestone: For cohesion policy, intermediate value in relation to an output indicator
used under a specificobjective, tobe achieved by a pre-determined date. For the RRF,
gualitative measure of progress towards the achievement of a reform or an
investment.

Multiannual financial framework: The EU's spending plan setting priorities (based on
policy objectives) and ceilings, generally forsevenyears. It providesthe structure
within which annual EU budgets are set, limiting spending foreach category of
expenditure.

Partnership agreement: An agreement between the Commission and a Member State
or third country/-iesin the context of an EU spending programme, setting out, for
example, strategic plans, investment priorities or the terms of trade or development
aid provision.

Single project pipeline: The number of projects that a Member State intends/can
implement, which are inthe process of ‘maturing’ with the studies required for their
implementation.

Target: For cohesion policy, pre-agreedfinal value to be achievedin relationto an
indicator used under a specificobjective. Forthe RRF, quantitative measure of
progress towards the achievement of a reformor an investment.
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This review provides a comparative analysis of
cohesion policy funds and the Recovery and
Resilience Facility (RRF).

The two instruments have considerable similarities,
but also differ in many respects. The cohesion policy
is the EU’s main long-term investment policyto
promote economic, social and territorial
development, while the RRF is an ad hoc, temporary
‘crisis response’ tool. It aims to mitigate the impact
of the COVID-19 pandemic on the EU economy and
to enhance the resilience of the EU and its Member
States against future shocks.

Both the 2021-2027 cohesion policy funds and the
RRF are still in their early stages of implementation.
In the coming years, simultaneous deployment of
the two instruments will show how their different
approachesachieve their respective objectives.
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