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Executive summary

From early 2020 onwards, the EU took a wide range of actions to address the
challenges presented by the COVID-19 pandemic. Cohesion policy played a part in this
response through three legislative acts amending the rules of the 2014-2020
programme period. In March 2020, the Commission launched the Coronavirus
Response Investment Initiative (CRII). It introduced simplifications, liquidity and
flexibility measures. In April 2020, the Coronavirus Response Investment Initiative
Plus (CRIl+) strengthened the flexibilities introduced in March and also provided for the
possibility of 100 % EU co-financing for one year. In December 2020, the Recovery
Assistance for Cohesion and the Territories of Europe (REACT-EU) provided
€50.4 billion to Member States as a top up to the 2014-2020 cohesion policy funding.

Our audit examined whether the Commission adapted well the 2014-2020 cohesion
policy rules through CRII/CRII+ and REACT-EU to provide greater flexibility to Member
States in using cohesion policy funds in response to the COVID-19 pandemic. We
performed this audit because the changes to the legal framework for cohesion policy —
one of the EU’s most important policy areas — were substantial, and there was public
interest in whether the measures helped Member States address the pandemic. The
timing of our report allows the Commission to take our findings into account in time
both for the 2014-2020 ex post evaluation and for its preparation of the cohesion
policy framework for the post-2027 period.

We concluded that, in general, the Commission adapted well the 2014-2020
cohesion policy rules so that Member States could make use of cohesion funds more
flexibly. The EU reacted promptly after the major outbreak of the pandemic in Europe
in March 2020, adopting legislative measures in less than two months to mobilise
unspent funds through CRII/CRIl+ and in less than a year to provide additional
resources via REACT-EU. These measures modified some key features of cohesion
policy such as its focus on less developed regions. Those Member States with more
funds available in 2020 were in a better position to make use of the CRII/CRII+
measures. In contrast, REACT-EU distributed additional resources to all Member States
to be used by 2023, in effect providing 'bridge funding' between the 2014-2020 and
2021-2027 periods.



In allowing the redirection of resources and 100 % EU co-financing, CRII/CRII+ kept
2014-2020 cohesion policy spending on track at a time when the pandemic was
seriously affecting regular economic activity. The significant new resources brought in
by REACT-EU allowed Member States to fund additional investments, but also added
to the pressure to spend. These changes in the legal framework led to additional
programming work. This added to the administrative workload for the managing
authorities and contributed to the delays to the start of the 2021-2027 period.

The Commission provided timely assistance to Member States for the
implementation of CRII/CRIl+ and REACT-EU. It improved the period of time to process
and approve programme amendments for CRII/CRII+, although it narrowly missed the
target set in the regulation for REACT-EU.

Our analysis showed that the CRII/CRII+ transfer flexibilities resulted in a
substantial movements of funds. Around 10 % of cohesion policy funding, €35 billion,
was transferred by Member States between and within investment areas, a significant
amount especially considering that the pandemic hit near the end of the programme
period. Member States provided this additional funding for healthcare and business
support, with funding moving primarily from energy and environment and research
and innovation. For REACT-EU, with 86 % of its resources programmed by June 2022,
funding is being directed primarily towards employment, healthcare and business
support.

The Commission’s monitoring system allows for separate tracking of REACT-EU,
but not of CRII/CRIlI+ measures. The Commission can also draw on non-mandatory
COVID-19 indicators to assess the achievements of its crisis response measures.
However, since there are no common definitions, there is a risk that the Commission
will face difficulties in interpreting the aggregated data reported by Member States.

The achievements of the 2014-2020 operational programmes will be brought
together in the ex post evaluation the Commission is required to carry out by
31 December 2024. The Commission plans to cover both CRII/CRIl+ and REACT-EU in its
ex post evaluation of the 2014-2020 period, even though there is no requirement to
carry out a dedicated evaluation of the former.



Cohesion policy has been used as a crisis response tool often in the past, but there
have been no formal assessments of the long term impact of this use. Rules for the
2021-2027 period, drawing on the flexibilities introduced by CRII/CRII+, will make it
easier to use cohesion policy funds to respond to unexpected events. This may lead to
a risk that the repeated use of cohesion policy to address crises may impact its primary
strategic goal to strengthen economic and social cohesion between regions.

We recommend that the Commission:

— analyse the impact of the use of cohesion policy funds to respond to crises on the
long-term objectives of the policy;

— monitor closely REACT-EU absorption and, where necessary, provide targeted
support with a focus on results.



Introduction

The COVID-19 virus was initially detected in Europe in early 2020, with the first
cases identified in France on 24 January 2020". It then rapidly spread across the
continent. By mid-March 2020, cases had been reported in all EU Member States? and
the World Health Organization had declared Europe the epicentre of the global
pandemic®.

The virus outbreak and the public health measures taken to limit its spread
triggered unprecedented social and economic disruption. Many businesses
experienced liquidity shortages and solvency risks. The EU economy contracted by 6 %
in 2020“. Globally, the crisis led to the deepest recession since the Second World War®.

From early 2020, Member States started to take numerous economic and fiscal
measures to mitigate the impact of this major shock on citizens, workers and
businesses. For its part, the EU facilitated the use of expansive national fiscal policies
by relaxing its State aid and budgetary rules® and providing direct financial support to
the Member States, such as through the European Union Solidarity Fund and the
Emergency Support Instrument. It also adopted a series of changes to the cohesion
policy legislative framework and created new budgetary instruments (see Box 1).

European Centre for Disease Prevention and Control (ECDC), Outbreak of acute respiratory
syndrome associated with a novel coronavirus — third update, 31 January 2020.

2 ECDC, Novel coronavirus disease 2019 pandemic — sixth update, 12 March 2020.

World Health Organization (WHO), WHO Director-General’s opening remarks at the media
briefing on COVID-19, recorded 13 March 2020.

'European Economic Forecast, Spring 2021', paper 149, May 2021, p. 20.
The World Bank, EU regular economic report 7, 2021.

6 COM(2021) 105 final, 'One year since the outbreak of COVID-19: fiscal policy response’,
3 March 2021, p. 4.


https://www.ecdc.europa.eu/en/publications-data/risk-assessment-outbreak-acute-respiratory-syndrome-associated-novel-1
https://www.ecdc.europa.eu/en/publications-data/risk-assessment-outbreak-acute-respiratory-syndrome-associated-novel-1
https://www.ecdc.europa.eu/sites/default/files/documents/RRA-sixth-update-Outbreak-of-novel-coronavirus-disease-2019-COVID-19.pdf
https://www.who.int/director-general/speeches/detail/who-director-general-s-opening-remarks-at-the-mission-briefing-on-covid-19---13-march-2020
https://www.who.int/director-general/speeches/detail/who-director-general-s-opening-remarks-at-the-mission-briefing-on-covid-19---13-march-2020
https://economy-finance.ec.europa.eu/economic-forecast-and-surveys/economic-forecasts/spring-2021-economic-forecast-rolling-sleeves_en
https://documents1.worldbank.org/curated/en/991711626883401693/pdf/Part-One-of-Strengthening-Inclusion-and-Facilitating-the-Green-Transition.pdf
https://ec.europa.eu/info/sites/default/files/economy-finance/1_en_act_part1_v9.pdf

Box 1

New budgetary instruments to address the COVID-19 crisis

The EU budget is established for a period of seven years through the Multiannual
Financial Framework (MFF), with most of its resources pre-allocated to Member

States. This budgetary framework provided limited flexibility to direct additional

funds towards the crisis, especially in the last year of the MFF period when most

of the funds had already been committed.

This explains why the EU’s financial response to the COVID-19 pandemic in 2020
came mainly through the creation of new instruments, such as the Support to
Mitigate Unemployment Risks in an Emergency (SURE) and the Next Generation
EU (NGEU), with budgets of €100 billion and €807 billion respectively.

NGEU was formally adopted on 14 December 2020. It consists of the new
Recovery and Resilience Facility (RRF) representing the bulk of the package, the
Recovery Assistance for Cohesion and the Territories of Europe (REACT-EU) as
an increase to 2014-2020 cohesion policy funds, and top-ups to other existing
EU instruments.

Unlike the regular EU budget, which is primarily financed directly from Member
State contributions, these new instruments are exceptionally financed by funds
borrowed on the capital markets by the Commission, on behalf of the Member
States.

Cohesion policy is one of the biggest policy areas of the EU budget, with an
allocation of €355 billion (all amounts in the report are in current prices) for the
2014-2020 period. Its main aim is to reduce development disparities between different
regions. It is funded from the European Regional Development Fund (ERDF), the
European Social Fund (ESF) and the Cohesion Fund (CF), and the rules governing the
use of all these funds are set in the Common Provisions Regulation (CPR).

With programmes already running and implemented directly by Member States,
cohesion policy funding provided a framework to redirect resources still available
towards funding needs resulting from the COVID-19 crisis. To make cohesion policy
funds more flexible and easier to use to address the crisis, the Commission introduced
amendments to the CPR and the ERDF regulation. These apply to the 2014-2020
programme period, which can finance investments until the end of 2023. The primary


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R0672&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R0672&from=EN
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: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:32020R2221&from=EN

objective of the Commission was to provide additional flexibility and liquidity to
Member States at a time of crisis.

06 The commission responded to the pandemic through the following legislative
changes to the cohesion policy rules:

— In March 2020, the Coronavirus Response Investment Initiative (CRII) introduced
a range of simplifications, liquidity measures and flexibilities designed to help
Member States respond to urgent needs such as those in the healthcare sector,
for Small and medium-sized enterprises (SMEs) and for labour markets.

— In April 2020, the Coronavirus Response Investment Initiative Plus (CRII+)
substantially strengthened the flexibilities that had been introduced through CRII.
It notably provided for the possibility to apply 100 % EU co-financing to
operations for one year, and facilitated the redirection of available funds from the
2020 allocation.

— In December 2020, the Recovery Assistance for Cohesion and the Territories of
Europe (REACT-EU) provided €50.4 billion in additional funding to Member States
for 2014-2020 cohesion policy and €0.2 billion for Commission technical
assistance and administrative expenditure (see Figure 1)’. REACT-EU funding
must be spent by the end of 2023.

Figure 1 — REACT-EU as part of NGEU and 2014-2020 cohesion policy

NGEU

(in billion euros)

Initial allocation
355

2014-2020
Cohesion policy

Source: ECA based on Commission data.

07 Figure 2 summarises the measures introduced to the 2014-2020 cohesion policy
in the context of the COVID-19 pandemic and Annex | details their main aspects and
rationale.

7 CRII/CRII+ apply to the United Kingdom, while REACT-EU does not.


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:32020R2221&from=EN
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Figure 2 — Main measures of CRII/CRIl+ and REACT-EU

€
)

Liquidity and
financial measures

Flexibility to redirect
or programme funds

B

Expanded eligibility

Administrative
simplifications

CRII/CRII+

- no additional funds
- non-recovery of €7.6 billion of pre-financing
+ 100 % EU co-financing for one year

- increased transfer possibilities between ERDF,
ESF and CF and between categories of regions
for 2020

- exemption from thematic concentration
requirements for 2020

- some additional flexibility to reallocate funds
at closure

- retrospective eligibility to 1 February 2020 for
crisis operations even if completed

- eligibility of SME working capital via grants

- expanded eligibility of health services
investments under ERDF

- financial transfers within a programme
between priority axes without Commission
approval under certain thresholds

- no modification of Partnership Agreements to
reflect programme changes

+ no modification of ex ante assessment or
business plan when modifying financial
instruments

- postponement of deadline for submitting
2019 implementation reports

- possibility for audit authorities to use non-
statistical sampling

+ €50.6 billion additional funds
« higher pre-financing
+ 100 % EU co-financing for life of instrument

- full discretion to programme REACT-EU funds
between ERDF and ESF (incl. the Fund for
European Aid to the Most Deprived and the
Youth Employment Initiative) and categories
of regions

- exemption from thematic concentration
requirements for REACT-EU funds

- retrospective eligibility to 1 February 2020 for
all operations even if completed
- all ERDF and ESF operations eligible

* no ex ante evaluation for any new
programmes

- exemption from applying ex ante
conditionalities

+ no performance reserve requirements or
application of the performance framework
» N0 communication strategy requirement

Source: ECA based on Regulations (EU) 2020/460, (EU) 2020/558 and (EU) 2020/2221.

Management of cohesion policy is shared by the Member States and the

Commission. The Commission services in charge of cohesion policy are the

Directorates-General for Regional and Urban Policy (DG REGIO) and Employment,

Social Affairs and Inclusion (DG EMPL). Managing authorities at national and regional

level are responsible for implementing cohesion policy funding through operational

programmes.
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Audit scope and approach

The objective of this audit was to examine whether the Commission adapted the
2014-2020 cohesion policy framework well through CRII/CRII+ and REACT-EU to
provide more flexibility to Member States in using cohesion policy funds to respond to
the COVID-19 pandemic. In particular, we examined whether:

— the Commission adapted the 2014-2020 cohesion policy framework swiftly;

— the Commission provided timely implementation assistance to the Member
States;

— the measures led to the allocation of resources towards sectors in need;
— the Commission’s monitoring system will facilitate the evaluation of results;

— the Commission has analysed the impact of using cohesion policy to respond to
crises.

We did not assess the Member States’ use of the measures and the extent to which
they helped them address the pandemic challenges.

We obtained evidence through:

detailed analyses of data from the Commission’s monitoring and reporting
systems;

a desk review of relevant documents;
guestionnaires and in-depth meetings with the Commission;

the examination of a judgmental sample (to cover both CRII/CRII+ and REACT-EU
and to achieve a balanced geographical representation) of 25 operational
programme amendments processed by the Commission; and

a survey to all managing authorities of 2014-2020 ERDF, ESF and CF operational
programmes to obtain feedback on their experience with CRII/CRII+ and
REACT-EU; we received 74 responses covering 39 % of 313 programmes
(cross-border and transnational programmes were excluded).
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Our audit covers the ERDF, ESF and CF, within cohesion policy. Those elements
included in CRII/CRII+ outside cohesion policy, fishing and rural development, were not
included in the scope of our audit. The time period covered was from the start of the
crisis measures in early 2020 to the end of 2021. We have taken account of later data
where available.

We performed this audit because the changes to the legal framework for
cohesion policy funding were substantial and the European Parliament has expressed
its interest in this topic. The timing of our report allows the Commission to take our
findings into account in time both for the 2014-2020 ex post evaluation and for its
preparation of the cohesion policy framework for the post-2027 period.

This audit follows our two opinions on CRIlI+ and REACT-EU from 20202 and
complements our review 06/2020 'Risks, challenges and opportunities in the EU’s
economic policy response to the COVID-19 crisis', which provided an integrated picture
of the EU’s main economic policy responses to the pandemic. It also draws on recently
published special reports and reviews®.

& Opinion 03/2020 on amending EU regulation for the European Structural and Investments
Funds’ use in response to the COVID-19 outbreak and opinion 04/2020 regarding the
proposed REACT-EU regulation and Common Provisions Regulation governing the ESI funds.

9 Special report 24/2021 'Performance-based financing in Cohesion policy: worthy ambitions,
but obstacles remained in the 2014-2020 period', special report 08/2022 'ERDF support for
SME Competitiveness, Design weaknesses decrease effectiveness of funding', and review
01/2023 'EU financing through cohesion policy and the Recovery and Resilience Facility:

A comparative analysis'.


https://www.eca.europa.eu/Lists/ECADocuments/OP20_03/OP20_03_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/OP20_04/OP20_04_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/RW20_06/RW_Economic_response_to_Covid19_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/OP20_03/OP20_03_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/OP20_04/OP20_04_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR21_24/SR_Performance_incentivisation_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/SR22_08/SR_SME_Competitiveness_EN.pdf
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Observations

We examined the Commission’s design of CRII/CRIl+ and REACT-EU to determine
the promptness of the response, the rationale of the measures, and potential resulting
challenges for the implementation of cohesion policy funding. We evaluated whether
the manner of the response was appropriate taking into account the emergency
created by the pandemic.

Quick three-stage EU response to change the legal framework of
cohesion policy in less than a year

Figure 3 presents the timeline from the start of the pandemic to the adoption of
the cohesion policy legislative responses. For each modification to the cohesion policy
funds regulations, the Commission issued a proposal that had to be adopted jointly by
the European Parliament and the Council, as co-legislators.



Figure 3 — Timeline of EU action to adapt cohesion policy in the context

of the COVID-19 pandemic

EVENTS RELATED TO:

B COVID-19 pandemic outbreak

B CRII/CRIl+ legislation
REACT-EU legislation

8 MARCH 2020 @

COVID-19 cases identified in all 27 Member
States; Italy first country to enter national
lockdown

13 MARCH 2020
Commission issues CRIl proposal together with
other measures

19-23 MARCH 2020

EU allows Member States to use more national
funds by relaxing state aid rules and activating
the general escape clause on budgetary
requirements

30 MARCH 2020
CRIl package is formally adopted by co-legislators
entry into force on 1 April 2020

EARLY APRIL 2020

Commission starts working on an extraordinary
recovery package (NGEU) including a top-up of
cohesion policy funds through REACT-EU

28 MAY 2020
Commission issues REACT-EU proposal as part
of NGEU

SEPTEMBER - NOVEMBER 2020
Co-legislators negotiate the provisions of
REACT-EU

23 DECEMBER 2020
REACT-EU is formally adopted by co-legislators
entry into force on 28 December 2020

Source: ECA.

24 JANUARY 2020
First COVID-19 cases identified in Europe

10 MARCH 2020
Commission announces intention to introduce
flexibilities for cohesion policy through CRII

13-17 MARCH 2020

Europe declared the epicentre of the global
pandemic by World Health Organisation;
strong travel restrictions to the EU introduced

22 MARCH 2020
Commission agrees to introduce additional
cohesion policy flexibilities through CRII+

2 APRIL 2020

Commission issues CRIl+ proposal together
with other measures including support for
unemployment schemes (SURE)

23 APRIL 2020

CRII+ package is formally adopted by
co-legislators

entry into force on 24 April 2020

21 JULY 2020
EU leaders agree on NGEU budget including
REACT-EU

FROM OCTOBER 2020
Europe hit by strong resurgence of COVID-19
pandemic
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Shortly after the major outbreak of the virus in Europe, on 13 March 2020 the
Commission issued the CRII legislative initiative, the first package of cohesion policy
measures addressing the crisis. As Member States asked for additional measures, on
22 March 2020 the Commission decided to provide further flexibilities through a
second package, CRIl+, and issued it on 2 April 2020. The Commission was able to
develop the CRII and CRII+ proposals within a very short period, despite all Commission
staff having switched to remote working from mid-March 2020. According to our
survey, 92 % of respondents considered that the Commission acted rapidly in adapting
cohesion policy through CRIl and CRII+.

The co-legislators adopted the Commission’s proposals on 30 March (17 calendar
days after issuance by the Commission) and 23 April 2020 (21 calendar days)
respectively. This is twelve times shorter than the average for other amendments to
the 2007-2013 and 2014-2020 cohesion policy CPRs (see Figure 4).

To facilitate the quick adoption of the legal acts, the Council and the Parliament
agreed to adopt the Commission’s proposals without amending them and made use of
certain accelerated procedures such as remote voting. To avoid slowing down the
process with legislative amendments, they asked for additional measures via the CRII+
package instead of modifying the initial CRIl proposal.

In early April 2020, as the long-term economic impact of the COVID-19 crisis had
already become clear, the Commission began to develop what would become NGEU,
an €807 billion recovery package at the EU level. The Commission decided to include
additional 2014-2020 cohesion policy resources in this package to quickly deliver funds
to Member States through existing programmes. The Commission drafted the proposal
for topping-up 2014-2020 cohesion policy funds, later called REACT-EU, in one week in
early April 2020. It was issued on 28 May 2020, once the whole NGEU package had
been finalised.

The co-legislators formally adopted the REACT-EU regulation seven months later
on 23 December 2020, after making a number of amendments to the Commission’s
initial proposal. REACT-EU’s adoption took significantly more time than for CRIl and
CRIl+, as it was part of the new NGEU instrument where over €800 billion was at stake
(Box 1).
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Nevertheless, the time needed to adopt REACT-EU was in line with the average
time for other CPR amendments over the last two programme periods, even though
the other amendments were more restricted in scope. As a comparison, the three last
CPR adoptions took two and a half years on average (see Figure 4).

Figure 4 — Time to adopt cohesion policy legislation in the 2007-2013 and
2014-2020 periods

(days)
CRII/CRII+ - 19
REACT-EU
conamensnes | 220
CPR Adoptions -

7
A\

Note: The number of days represents the time between the Commission’s proposal and its adoption by
the co-legislators as an average for each category, except for REACT-EU which had a single legislative
act. The CPR Adoptions average also includes the 2021-2027 CPR.

Source: ECA based on Eurlex.

The Commission adapted cohesion policy to help Member States address
the consequences of the COVID-19 pandemic

CRIl and CRII+ introduced targeted adaptations of some cohesion policy rules for
an immediate crisis response (see Annex I). The measures provided liquidity, flexibility
and simplification to facilitate the use of unspent 2014-2020 cohesion policy funds and
modified for 2020 some key features of cohesion policy funding, including its focus on
less developed regions and EU co-financing. The Commission considered this
acceptable as implementation was already well advanced by the seventh year of the
period. Most CRII/CRIl+ measures are not restricted to the COVID-19 pandemic
response but can be used for all operations, thus providing a high level of discretion to
national authorities.
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As CRII/CRII+ did not add new funds, some managing authorities could not
implement significant changes to their programmes because they had already
committed almost all their 2014-2020 allocation to beneficiaries. A quarter of the
respondents to our survey indicated that they did not make use of CRII/CRII+
programming flexibilities for the programmes under their management and, for 78 %
of these respondents, it was because funds had already been committed; almost half
of those that did use the CRII/CRII+ flexibilities said that they still faced limitations due
to funds being largely already committed.

The parallel negotiation of the 2021-2027 cohesion policy legislative package
influenced the choice of some CRII/CRII+ measures, as the Commission wanted to
avoid setting precedents in some areas. It therefore chose not to provide additional
pre-financing, not to remove the payments retention applied on interim payments,
and not to relax the decommitment rules.

REACT-EU is designed to serve as a short and medium term instrument for crisis
repair and recovery actions (see Annex I). In contrast to regular cohesion policy funds,
under REACT-EU, Member States have a high degree of discretion in allocating the
additional funds between ERDF and ESF, between regions and between types of
eligible investments. They can also use REACT-EU resources to support the Fund for
European Aid to the Most Deprived and the Youth Employment Initiative. REACT-EU
thus represents a significant departure from the regular rules of cohesion policy funds
and from the usual focus of cohesion policy on reducing regional disparities.

The REACT-EU resources were distributed to Member States based on a
methodology that differs from that used for regular cohesion policy funds. While the
latter largely reflects regional disparities, REACT-EU captures only national-level data
on the pre-pandemic situation and on the economic impact of the crisis on Member
States. Spain and Italy, each with an allocation of more than €14 billion, are by far the
two main recipients and together account for 57 % of the total budget. Figure 5 shows
the allocation per Member State, and per capita within each Member State.
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Figure 5 — REACT-EU allocation by Member State

Allocation
per capita

Allocation (in euros)

(in million euros)

Spain 306
Italy 243
France 58
Germany 29
Portugal 208
Greece 186
Poland 51
Romania 80
Czechia 108
Hungary 101
Slovakia 136
Croatia 167
Bulgaria 83
Netherlands ® 32
Sweden ® 35
Belgium ® 29
Lithuania ‘ 116
Austria @ 31
Slovenia 132
Latvia 122
Denmark @® 36
Estonia . 156
Finland 31
Luxembourg ‘ 226
Ireland 28
Cyprus 148
Malta 237

Source: ECA based on Commission data.

As a result of its timing, in most Member States REACT-EU has the effect of
providing 'bridge funding' for the funding gap between 2021 and 2023 that resulted
from the significant delays to the start of 2021-2027 cohesion policy programmes
(see Box 2).

The legislative changes may exacerbate some of the pre-crisis challenges
of cohesion policy as well as adding additional ones

While CRII/CRII+ brought timely changes to the legal framework that provided
flexibility in the use of cohesion policy funding, REACT-EU also provided significant
additional resources, increasing the challenges faced by Member States in making use
of cohesion policy funds.
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Measures facilitate the use of EU funds, but the additional funding may add to
absorption difficulties and the pressure to spend

The COVID-19 pandemic and the public health measures taken to limit its spread,
such as national lockdowns, affected the regular running of the 2014-2020
programmes. Nearly all of the respondents to our survey said that the pandemic had
an impact on the implementation of their programmes, with 81 % experiencing project
delays and 29 % project cancellations, often due to beneficiaries’ economic difficulties.

CRIl and CRII+, in particular the provisions enabling 100 % EU co-financing and
giving Member States the ability to redirect resources, were designed to ease the
burden on national budgets. As a result of these measures, Member States spent over
10 % more of their cohesion policy funding in 2020 than they had planned before the
pandemic'®. By the end of 2021, Member States had on average spent 69 % of their
2014-2020 allocation (excluding REACT-EU) compared to only 37 % by the end of 2019
(see Figure 7). CRII/CRII+ thus more than compensated for the implementation
slowdown brought by the pandemic.

On the other hand, REACT-EU has added a large amount of funds to spend in a
very short period of time, specifically by the end of 2023. This is likely to be a challenge
for a number of Member States, as cohesion policy traditionally involves long-term
planning and absorption is slow. One and a half years after the start of REACT-EU, as at
30 June 2022, some Member States still had large amounts to programme, such as
Ireland and Portugal with 38 % and 25 % unprogrammed resources respectively.

At that date, only 24 % of REACT-EU’s allocation had been paid to Member States.
Around two thirds of this was paid as pre-financing, with the remainder reimbursing
expenditure already incurred and cleared. As we have previously reported, the risk is
that there will be a rush to spend available resources before the end of the period,
potentially leading to insufficient attention being paid to performance and value for
money considerations'?.

0 Amending budget No 6, 2020/1672 (0J 380/1) was adopted to cover the additional need,
increasing by €5 billion the 2020 payment appropriation for cohesion policy.

1 Special report 17/2018 'Commission’s and Member States' actions in the last years of the

2007-2013 programmes tackled low absorption but had insufficient focus on results’,
paragraph 87 and opinion 03/2020, Box 1.


https://eur-lex.europa.eu/legal-content/EN/ALL/?uri=uriserv:OJ.L_.2020.380.01.0001.01.ENG
https://www.eca.europa.eu/Lists/ECADocuments/SR18_17/SR_ABSORPTION_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/OP20_03/OP20_03_EN.pdf
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Factors increasing the challenge to spend the REACT-EU funds by the end of 2023
include:

The size of the REACT-EU allocation for some Member States. At EU level,
REACT-EU provides a top-up equivalent to one additional year of 2014-2020
cohesion policy funds. However, the situation differs greatly by Member State
because of the different budget allocation method. For example, for five Member
States, the REACT-EU allocation represents more than three additional years of
cohesion policy funds (see Figure 6).

The difficulties faced by certain Member States in spending available EU funds.

At the start of REACT-EU in January 2021, on average the additional funds
represented an increase of 32 % to the amounts still to be paid to Member States.
Some of the Member States hardest hit by the COVID-19 pandemic were also
among those with the lowest absorption rates for the 2014-2020 programme
period before the pandemic. For example, by the end of 2019, Italy and Spain, the
two largest recipients of REACT-EU funds, had spent only 29 % of their 2014-2020
cohesion policy allocation, compared with an EU average of 37 % (see Figure 7).

The significant amount of RRF funds Member States have to spend in parallel by
2026 (see Figure 8). For example, Spain and Italy are also the main recipients of
these funds. We highlighted the challenges posed to the spending of 2021-2027
cohesion policy funds by the large amounts brought by the RRF*2. Similar
difficulties may arise in certain Member States in relation to REACT-EU funds, as
its eligibility period overlaps with the start of the eligibility period of the RRF.

2 Review 01/2023, paragraphs 53-54.
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Figure 6 — REACT-EU and initial 2014-2020 cohesion policy allocations

compared to
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Source: ECA based on Commission data.

33 At the same time, there are also a number of factors that should facilitate the use
of REACT-EU funds:

o  REACT-EU’s provisions included significant programming flexibilities and the
absence of mandatory national co-financing;

o  before the REACT-EU top-up, most Member States were reporting to the
Commission that they had a strong pipeline of projects for financing through their
2014-2020 programmes, with two thirds having identified potential projects
exceeding their funding allocation;
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the challenge to spend EU funds may be less acute in Member States where
cohesion policy funds represent a small share of the total public investment*2,

At the end of 2021, despite the REACT-EU additional funds, the 2014-2020
absorption rate stood at 62 %, which was similar to the 2007-2013 absorption rate at
the equivalent time, with two years remaining under that period’s eligibility
(see Figure 7).

Figure 7 — Cohesion policy absorption rates per programming year:
2014-2020 versus 2007-2013 period

.
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Note: In the 2014-2020 programme period, Member States could use the funding of a particular year
within three years (n+3), whereas in the 2007-2013 period they could use it within two years (n+2).
Funding is lost if not used within that time.

Source: ECA based on Commission data.

The measures added to the administrative workload for managing authorities and
further delayed the start of the 2021-2027 programmes

The use of cohesion policy funding is often viewed as complex, with insufficient
legal certainty and involving a high administrative burden for managing authorities and
beneficiaries'*. CRII/CRII+ introduced a large number of measures that enabled a
considerable reprogramming of funds, and later the REACT-EU top-up required the

132016 annual report, Chapter 2 'Budgetary and Financial Management', paragraphs 2.24-
2.25 and review 01/2023, paragraph 53.

14" Briefing paper 2018: 'Simplification in post-2020 delivery of Cohesion Policy', paragraph 18
and paragraph 61.


https://www.eca.europa.eu/Lists/ECADocuments/annualreports-2016/annualreports-2016-EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/BRP_Cohesion_simplification/Briefing_paper_Cohesion_simplification_EN.pdf
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quick programming of a material amount of new resources. This naturally added to the
administrative workload faced by managing authorities.

According to the Commission, the introduction of CRII/CRII+ and REACT-EU
resulted in both the Commission and the managing authorities focusing their attention
on 2014-2020 programmes at the expense of preparing the 2021-2027 partnership
agreements and programmes. Managing authorities also prioritised the preparation
and spending of REACT-EU funds over the 2021-2027 funds, due to both the very short
implementation time period and the more attractive conditions. This contributed to
the significant delays experienced at the start of the 2021-2027 period (see Box 2).

Box 2

Late start of the 2021-2027 period programmes

While delays at the beginning of programme periods are not a new
phenomenon?®>, 2021-2027 cohesion policy programmes are considerably more
delayed than in previous periods. By the end of the first year of the 2021-2027
period, no programmes had been adopted, compared to 56 % and 95 % of
programmes at the equivalent stages of the 2014-2020 and 2007-2013 periods
respectively. By the end of June 2022, only 12 % of the planned 2021-2027
programmes had been adopted in five Member States and for inter-regional
programmes.

In addition to CRII/CRII+ and REACT-EU, another factor contributing to the delays
was the very late adoption of the legislative package'°.

The parallel implementation of different funding streams requires additional
coordination efforts

The eligibility period for the 2014-2020 period, including funds reprogrammed
through CRII/CRII+ and the REACT-EU top-up, overlaps not only with the 2021-2027
period, but also with that of the RRF, as illustrated by Figure 8.

15 Special report 17/2018, box 2.

6 Special report 17/2018, paragraphs 16 and 18.


https://www.eca.europa.eu/en/Pages/DocItem.aspx?did=46360
https://www.eca.europa.eu/en/Pages/DocItem.aspx?did=46360
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Figure 8 — Eligibility period of the cohesion policy programmes and the
RRF

Total budget
(in billion euros)
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©

Source: ECA based on the 2014-2020 and 2021-2027 CPR, RRF, and REACT-EU Regulations.
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38 The parallel implementation of different funding streams and the need to
coordinate them is another factor adding to the administrative burden faced by the
Member States.

39 This has also created a number of additional difficulties and challenges for
managing authorities. Figure 9 presents the views of the managing authorities we
surveyed on the extent of the administrative burden and what they perceive as the
possible impact. A majority of the respondents to our survey are concerned about
their administrative capacity for managing the multiple streams of funding.

Figure 9 — Difficulties in coordinating different streams of funding as
expressed in response to our survey

81 % 56 % 42 %

Administrative burden due to Pressure to spend the funds Coordination difficulties
overlap of 2014-2020 period, available within the between cohesion policy
REACT-EU and 2021-2027 prescribed time funding and the RRF

period

37 % '26 %

Competition between funds Additional double
for quality projects funding risks

Source: ECA survey.
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We reported that the RRF and cohesion policy funds have similarities and that
their parallel implementation requires additional administrative efforts for the
Member States, together with a need to ensure complementarity and to avoid the risk
of double funding'’. The need for coordination and complementarity is even stronger
between REACT-EU and the RRF, as they are both investment instruments that are
aimed at fostering the recovery and resilience of Member States. Both have a very
broad scope of action, do not require national co-financing and are to be spent within
a short period (the end of 2023 and mid-2026 respectively). They also both allow the
financing of retroactive projects with an eligibility period starting from February 2020.
Some Member States, such as Italy and Slovenia, therefore presented their national
RRPs together with their REACT-EU programmes.

The Commission took steps to address the increased risk of irregularities and fraud

In order to achieve a balance between the flexibilities provided for the use of the
funds and the need to safeguard the EU budget, despite pressure from some Member
States, the Commission did not relax the rules relating to management and control
systems. An exception relating to sampling by audit authorities represented a technical
solution to the practical issue of continuing audit work during the pandemic. We note
that in the UK a parliamentary sub-committee report drew attention to the fact that
while the government had acted quickly to provide vital support and had decided to
relax or modify certain controls, this had significantly increased its exposure to fraud
and error?,

We have already highlighted that the flexibilities provided under the CRII/CRII+
and REACT-EU emergency measures may entail an increased risk of irregularities and
fraud'’. These issues will be covered as part of our regular annual Statement of
Assurance work. The Commission updated its risk registers to include risks related to
the CRIl and REACT-EU measures, including fraud. It communicated to managing
authorities the need to update their fraud risk assessments and to adapt their anti-
fraud measures in the context of CRII/CRII+ and REACT-EU; it also proposed potential
mitigating measures to reduce risks, including the risk of fraud.

17

Review 01/2023, paragraph 11 and paragraphs 52-54.

8 'Fraud and error', House of Commons, The Committee of Public Accounts, Ninth report of

session 2021-22, 24 June 2021.

19 Opinion 03/2020 and opinion 04/2020.


https://committees.parliament.uk/publications/6469/documents/70574/default/
https://www.eca.europa.eu/Lists/ECADocuments/OP20_03/OP20_03_EN.pdf
https://www.eca.europa.eu/Lists/ECADocuments/OP20_04/OP20_04_EN.pdf

26

We examined whether the assistance provided by the Commission to Member
States facilitated the timely use of CRII/CRII+ and REACT-EU and whether the
Commission approved programme amendments in compliance with the requirements
of the legislation.

The Commission’s assistance was timely and met Member States’ needs

Under shared management, the Commission holds a supervisory role, with
specific monitoring and enforcement responsibilities. The Commission’s oversight
activities include providing assistance to Member States to provide legal certainty, to
help them apply EU law correctly, and to facilitate the implementation of EU funding.

The Commission started its assistance to Member States in parallel with the
adoption process of the CRIl legislation. At the same time that it published its CRII
proposal, the Commission set up a task force, designating EU officials as points of
contact for Member States’ questions. It then invited the Member States to appoint a
contact point to act as a conduit for the managing authorities’ CRII-related questions.

These questions populated the CRII Q&A database, a website containing the
Commission’s answers to questions related to the implementation of CRIl, and later
CRII+, open to all 2014-2020 managing authorities. This open access was a novel
approach, as before the pandemic a similar database was only available internally for
knowledge sharing between the Commission’s geographical and policy units.

The Commission used its experience with the CRII Q&A database to adapt its approach
for handling questions in the 2021-2027 period.

The Member States sent 140 questions in the first two days after the database
was opened. By the end of April, more than 400 questions had been asked, with 90 %
receiving an answer by early May and 98 % by the end of July. In contrast, before the
pandemic, the Commission received around 100 questions each year from managing
authorities. To manage the large volume of questions, in the first two months the
Commission reallocated staff to the database from other services. All Member States
put questions to the database, and more than 50 % of the questions asked related to
eligibility issues and programme amendments (see Figure 10).
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Figure 10 — CRIl Q&A database content
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Source: ECA based on European Commission CRII Q&A Database.

A8 1n addition to the answers provided in the CRIl Q&A database, the Commission
continued to provide assistance to Member States bilaterally through its geographical
units. This was the approach used for REACT-EU: since there was less urgency than for
CRII/CRII+, the Commission took the decision not to extend the Q&A database
approach.

49 we already noted that the eligibility of certain operations could be interpreted
differently?’. In our survey, 42 % of respondents indicated that they experienced legal
uncertainty related to the use of the CRII/CRII+ measures. However, our survey also
shows that the Commission was effective in assisting managing authorities: over 90 %
of the respondents were satisfied or very satisfied with the timeliness and the
substance of the support received on CRII/CRII+ and REACT-EU.

20 ECA opinion 03/2020, paragraph 11.


https://www.eca.europa.eu/Lists/ECADocuments/OP20_03/OP20_03_EN.pdf
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Commission approval of CRII, CRIl+ and REACT-EU programme
amendments was much faster than the pre-pandemic average

The implementation of most CRII/CRII+ measures and the programming of the
additional REACT-EU resources required modifications to the 2014-2020 programmes.
With the exception of 'not substantial transfers'??, these modifications required
amendment requests from the Member States and approval by the Commission to
ensure that the proposed changes are in line with the legislation, the programme’s
objectives and the overall cohesion policy strategy?’.

By the end of 2021, the Commission had approved 351 operational programme
amendments for CRII/CRII+, in 271 of the total 388 programmes in 2014-2020 cohesion
policy funding, as some programmes had multiple amendments. All Member States
except for Austria and Finland introduced CRII/CRIl+ programme amendments.

For REACT-EU, by the end of 2021, there were 188 approved programme amendments
and one new operational programme in Germany.

The CRII/CRII+ regulations did not introduce a requirement for the Commission to
approve programme amendments faster than within the three-month period
prescribed by the CPR?3. However, the Commission committed itself to cooperating
with Member States in the preparation of CRII/CRIl+ amendments and approving them
as a priority. Under the REACT-EU regulation, the Commission is required to do its
utmost to approve any new dedicated operational programme or any amendment to
an existing programme within 15 working days of its submission by a Member State?”.

At the start of 2020, before the pandemic, the Commission was just starting to
meet the three-month deadline set by the CPR for approving amendment requests.
For CRII/CRIlI+ and REACT-EU, the Commission processed the amendment requests
faster by employing a rapid procedure. Some of the key elements of this procedure
were an increased focus on working with the Member States to clarify proposed
modifications and discuss issues informally, an increase in the number of staff assigned

2L Article 30(5) Regulation (EU) No 1303/2013 defines transfers to another priority of the
same fund of the same programme which amount of up to 8 % of the allocation as of
1 February 2020 of a priority and no more than 4 % of the programme budget as not
substantial transfers.

22 Article 30 Regulation (EU) No 1303/2013.
2 Article 30(2) of Regulation (EU) No 1303/2013.

24 Article 92b(10) of Regulation (EU) No 1303/2013.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R1303&qid=1658997581161&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R1303&qid=1658997581161&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R1303&qid=1658997581161&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R1303&qid=1658997581161&from=EN
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to units where bottlenecks would usually develop, and internal agreements to reduce
approval times. These steps helped to reduce significantly the time taken by the
Commission to approve programme amendments (see Figure 11).

Figure 11 — Time needed for CRII/CRII+ and REACT-EU programme
amendment approval (in number of days)

Deadline per CPR
Art. 30(2)

(Calendar days) 3 months (~ 90 days)

Target CPR Art. 92b(10)

Pre-pandemic CRIl and other 2021 REACT-EU
amendments by CoVID-19 amendments and
end-2019 amendments new programmes

Source: ECA based on Commission data.

The average time of one month achieved by the Commission in approving
CRII/CRII+ amendments compares favourably with the three-month deadline set in the
regulation and with the average approval time achieved before the pandemic. It is also
in line with the Commission’s commitment to prioritise CRIl amendments. The average
REACT-EU programme amendment approval time was 19 working days, slightly above
the 15 working day target.

The Commission performed the necessary checks, but this was not
always well-documented

The Commission prepared internal guidance for staff involved in assessing
requests for programme amendments. Our review of the approval process for a
sample of CRIl and REACT-EU programme amendments showed that this guidance was
followed by the Commission staff when checking whether the changes were in line
with the legislation and duly justified, and whether they took into account
performance aspects, such as adjusting or setting indicator targets as appropriate.

The Commission also used standardised quality checklists to document its
approval work in the majority of cases. Standard quality checklists were used in 19 out
of the 25 amendments we reviewed. In the six cases where the checklists were not
utilised or not fully utilised, the Commission documented the work performed in other
documents at the level of the geographic units. While the use of the quality checklists
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is not a legal requirement, the lack of a standard approach to documentation does not
allow a complete overview and coordination.

We examined the use made of CRII/CRII+ flexibilities and REACT-EU resources at
the EU level, in order to determine the extent to which they enabled the Member
States to allocate resources to address the COVID-19 crisis.

Member States re-directed 10 % of 2014-2020 cohesion policy funding
as a result of CRII/CRII+

As at 31 December 2021, Member States had transferred €35 billion between
and within investment areas?”. This represents 10 % of the total 2014-2020 cohesion
policy funding allocation, a significant proportion, given that the pandemic struck in
the seventh year of the eligibility period.

The volume of transfers varies considerably among Member States. This is due to
a number of factors, including the Member States’ national policies and investment
strategies, their total cohesion policy funding allocation, and the amount that
remained available. In total, 74 % of 2014-2020 programmes made CRII/CRII+
transfers. Eleven Member States transferred more than 10 % of their 2014-2020
period allocation between or within investment areas, with Ireland transferring 30 %.

Member States used the CRII/CRII+ measures to re-direct funding towards
investments to address the effects of the pandemic. Compared to the pre-pandemic
allocation, funding towards healthcare investments increased by 80 % (€7.7 billion)
and towards business support by 16 % (€5.7 billion). Conversely, funding towards
investments in ICT, energy and environment, inclusion and research and innovation
decreased by 5 % to 8 % (altogether around €8.1 billion). Figure 12 shows the net
funding increases and decreases to investment areas since February 2020.

% We grouped the 123 intervention codes defined in Regulation (EU) 215/2014 in
10 Investment Areas (12 in the case of REACT-EU). The €35 billion represents the total
amount of increases to intervention codes and are matched by corresponding decreases in
other intervention codes.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32014R0215
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Figure 12 — CRII/CRII+: reallocation of funding between investment areas

(in billion euros)
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Source: ECA based on Commission data.

61 Funding moved from the CF to ERDF and ESF, and also to more developed and
transition regions. In 2020, two thirds of the Member States (18 out of 28) transferred
allocations between the ERDF, ESF and CF. Some Member States such as Cyprus,
Greece and Croatia transferred all or almost all of their 2020 CF allocation. As a result
of these transfers, the 2020 allocation to the ERDF and ESF increased in net terms by
around €1.1 billion (3 %) and €0.7 billion (5 %) respectively, with the CF decreasing
accordingly by around €1.8 billion (18 %) (see Figure 13).

Figure 13 — Transfers between ERDF, ESF and CF

(in billion euros)
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Source: ECA based on Commission data.
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In the 2014-2020 period, 16 Member States had more than one category of
region. Around 80 % of these (13 out of the 16) made transfers between categories of
regions’®. Some Member States such as Greece, Hungary and Italy, transferred
substantial amounts from less developed regions to more developed or transition
regions. Overall, allocations to more developed and transition regions increased by
€1.7 billion and €82 million respectively, whereas allocations to less developed regions
decreased marginally by €5.6 million and the rest of the funds came from the CF,
which provides support to less wealthy Member States.

We found that, as a result of the flexibilities for redirecting resources, the
Member States made significant adjustments in the allocation of their cohesion funds
between investment areas, funds and categories of regions. In particular, the waiver of
the thematic concentration requirement made it easier for Member States to move
funding between operations. In addition, Member States were able to benefit from the
expanded eligibility of operations fostering crisis response capacities, including for
projects already completed. All the respondents to our survey reported that they
found the CRII/CRII+ programming flexibilities useful (37 %) or very useful (63 %).

REACT-EU has been programmed mainly towards employment,
healthcare and business support, broadly similar to the CRII/CRII+
reallocations

The end of the eligibility period for REACT-EU is 31 December 2023, the same as
for the 2014-2020 period cohesion policy funding. This limits the scope for Member
States to use this funding for long-term investments that require more time to develop
and implement. By 30 June 2022, Member States had programmed €43.5 billion (86 %)
of REACT-EU resources under the ERDF and ESF operational programmes, with a 64 %
and 36 % split between the two funds respectively. This was broadly in line with the
2014-2020 period split of 70 % and 30 % respectively.

A significant amount of the REACT-EU resources were programmed towards
employment (23 %), healthcare (18 %) and business support (18 %) (see Figure 14).
A significant part (three quarters) of funding towards business support went to generic
productive investments such as working capital, whereas before the pandemic this
represented just half of this investment area. Overall, we noted a great variance
between Member States in terms of how the resources were programmed. Some
Member States chose to focus their REACT-EU allocation predominantly in one

%6 As defined in Article 90 Regulation (EU) No 1303/2013.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R1303&qid=1658997581161&from=EN
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investment area, whereas other Member States programmed their REACT-EU
resources across multiple investment areas.

Figure 14 — REACT-EU: additional funding by investment area

(in billion euros)
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Source: ECA based on Commission data.

The REACT-EU regulation?’ included an expectation that REACT-EU should
contribute 25 % of its overall financial envelope to climate objectives, although this
was not a legal requirement. However, by the end of June 2022, only around 15 %
(€6.6 billion) of the programmed REACT-EU resources had been allocated to
investments expected to contribute to climate objectives. The contribution to climate
objectives from REACT-EU resources programmed under ERDF and ESF amounts to
21.6 % and 3.5 % respectively. We consider that it is unlikely that the 25 % expectation
will be fulfilled, since by June 2022 86 % of the REACT-EU resources had already been
programmed.

Flexibility provided by CRII+ resulted in almost €13 billion in savings for
national budgets, but meant less funding overall for cohesion policy
investments

For the accounting year ending 30 June 2021, 18 Member States took advantage
of the CRII/CRII+ flexibilities to increase the co-financing rate to 100 % for nearly half of
the 2014-2020 programmes. Based on the Commission’s calculations, this meant that
these Member States could claim, on top of their regular co-financing, an additional
€12.9 billion of EU funding. This represents 11 % of the payments claimed in 2020 and

27" Regulation (EU) 2020/2221, recital 6.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R2221&from=EN
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2021 or 3.6 % of the overall cohesion policy funding allocation. For some Member
States, the impact was substantial (see Box 3).

Box 3

Savings in national budgets as a result of the 100 % EU co-financing
provided by CRII+

Ireland claimed an additional €230 million, which equates to more than a fifth
(22.5 %) of its entire 2014-2020 period allocation and almost 40 % of its unspent
funding at the end of 2019.

Italy and Spain claimed an additional €3.4 billion and €2.7 billion respectively, for
each country around 10 % and 9 % of their 2014-2020 allocation, and 14 % and
13 % of their unspent funding at the end of 2019.

For REACT-EU resources, Member States could opt for a co-financing rate of up to
100 %. All Member States, with the exception of Latvia, used a higher co-financing rate
for REACT-EU resources compared to their average co-financing rate in the 2014-2020
period. Overall, the co-financing rate increased from 74 % to 95 %°%. Two-thirds
(18 out of 27) of the Member States opted for a co-financing rate in the range of 98 %
to 100 % (see Figure 15).

% For comparability with REACT-EU, this EU average co-financing rate for the 2014-2020
period excludes UK and territorial co-operation programmes.
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Figure 15 — Average co-financing rate: REACT-EU versus regular
2014-2020 period
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Source: ECA based on Commission data.

The increased rate of EU co-financing helped reduce the burden on national
budgets. On the other hand, it translates into less funding overall towards cohesion
policy investments, as the same EU funding allocation attracts less overall national and
private co-financing. Lower levels of national co-financing also carry the risk that there
is less incentive for Member State authorities to focus on performance.

We examined the Commission’s monitoring system for CRII/CRIl+ and REACT-EU
and its plans to evaluate the response to the pandemic through these measures. We
evaluated whether the Commission will be in a position to inform stakeholders on the
impact of the measures.
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The Commission’s monitoring system allows separate tracking of
REACT-EU, but not of the CRII/CRIlI+ measures

The Commission’s monitoring system does not distinguish expenditure related to
the CRII/CRII+ measures from other expenditure. We have already addressed the need
for the Commission to provide comprehensive reporting of expenditure relating to the
COVID-19 pandemic?®. The Commission took the view that almost all transfers
between and within investment areas (see paragraphs 58 and 60) and between funds
and categories of regions (see paragraphs 61-62) from February 2020 onwards were
likely to be pandemic-related, and thus attributable to the CRII/CRIl+ measures.

In contrast, the REACT-EU regulation®® introduced a dedicated cross-cutting
thematic objective for the additional resources. This enables the Commission to
distinguish REACT-EU operations from others, facilitating monitoring and evaluation.

The Commission established COVID-19 indicators, although it did not
provide definitions and their use is not mandatory

The CRII/CRII+ and REACT-EU regulations did not result in any formal changes in
the cohesion policy monitoring framework and systems. The existing intervention
codes used to identify the content of actions are broad and were not designed to
identify pandemic-related expenditure.

In May 2020, six weeks after the adoption of the CRII regulation, the Commission
published a set of 27 non-mandatory COVID-19 indicators®* with the aim of providing
more transparency and accountability on the use of cohesion policy funding in relation
to healthcare, business support and ESF operations. In February 2021, a further five
indicators were added, relating to EU support for COVID-19 vaccination. These
32 indicators monitor inputs, outputs and, for ESF operations, results. Similarly to the
2014-2020 period, the Commission did not propose result indicators for ERDF
operations but Member States could develop their own (see paragraph 77). We have

292020 annual report, Chapter 2 'Budgetary and Financial Management', paragraphs 2.7-2.8,

Recommendation 2.1.

30 Regulation (EU) 2020/2221 introduced a new thematic objective 'Fostering crisis repair in
the context of the COVID-19 pandemic and its social consequences and preparing a green,
digital and resilient recovery of the economy’, (TO13).

31 EGESIF 20-00007-01, 'Non-paper: List of programme specific indicators related to the
cohesion policy direct response to the COVID-19 pandemic', May 2020.


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:32020R2221&from=EN
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previously outlined shortcomings related to ERDF result indicators in the 2014-2020
period and the challenges involved in evaluating the impacts of ERDF interventions®?.

The Commission opted not to make the indicators mandatory, as doing so would
have lengthened the adoption process and delayed uptake by the Member States.
The REACT-EU regulation stated that, where appropriate, Member States should use
COVID-19 programme specific indicators made available by the Commission®:.
Member States could include these indicators in their programmes on a voluntary
basis, and monitor and report on them through the existing monitoring system.

The Commission did not set common definitions for indicators — again with a view
to getting the regulations in place as quickly as possible — leaving these to be
determined by each Member State. A Commission study, limited to ESF operations,
concluded that a complete overview of indicator definitions was lacking and that some
indicators were not used consistently across Member States**. As a result, it will be
difficult for the Commission to fully aggregate data at EU level in a coherent way.

The Commission’s indicators do not cover all eligible operations. Member States
also had the option of developing their own programme-specific indicators for
pandemic-related operations. The Commission encouraged them to encode these
indicators so that they could be identified easily at national level and for the purpose
of the evaluation. However, since these indicators are specific to an operational
programme or a particular Member State, they cannot be aggregated at EU level.

Our survey respondents were positive regarding the Commission’s indicators,
with three quarters of our survey respondents reported that the Commission’s
indicators were relevant for the types of operations financed, and two thirds that they
were relevant to an overall assessment. We found that of all of the COVID-19
indicators that were used by Member States, almost 80 % were the Commission’s
indicators. In relation to CRII/CRII+, 25 out of 28 Member States and 65 % of the
operational programmes that made CRII/CRII+ transfers used the Commission’s
indicators. Similarly, for REACT-EU, 26 out of 27 Member States and 76 % of the

32 ECA special report 02/2017 The Commission’s negotiation of 2014-2020 Partnership
Agreements and programmes in Cohesion: spending more targeted on Europe 2020
priorities, but increasingly complex arrangements to measure performance.

3 Regulation (EU) 2020/2221, Article 1(1).

3 Study on the Pathways to Enhance the use of Programme-Specific Indicators in the ESF and

ESF+, April 2022.


https://www.eca.europa.eu/Lists/ECADocuments/SR17_2/SR_PARTNERSHIP_AGREEMENT_EN.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R2221&from=EN
https://op.europa.eu/en/publication-detail/-/publication/361341e3-ede8-11ec-a534-01aa75ed71a1/language-en
https://op.europa.eu/en/publication-detail/-/publication/361341e3-ede8-11ec-a534-01aa75ed71a1/language-en
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operational programmes that programmed REACT-EU resources used the
Commission’s indicators. This widespread use of its indicators could help the
Commission evaluate how cohesion policy funding, including from REACT-EU
resources, was used in the context of the pandemic.

The Commission reported on the implementation of the CRII/CRII+ measures and
REACT-EU programming in particular through dedicated public websites: the
Coronavirus Dashboard, the REACT-EU Dashboard and the Overview of Cohesion Policy
Coronavirus Indicators. These websites were set up as soon as there was sufficient
data to be reported, and are regularly updated. At the time of our audit, the latest
implementation data related to the end of 2020 and at that point in time it was too
early for Member States to provide meaningful information on implementation.

The Commission intends to cover both CRII/CRII+ and REACT-EU in its
ex post evaluation for the 2024-2020 period

The Commission is required to carry out an ex post evaluation to examine the
effectiveness and efficiency of 2014-2020 cohesion policy funds by
31 December 2024°°. For CRII/CRII+ there is no explicit provision in the regulations to
carry out a dedicated evaluation, whereas the REACT-EU regulation requires the
Commission to carry out an evaluation by 31 March 2025°°.

The Commission plans to evaluate its response to the pandemic, covering both
CRII/CRII+ and REACT-EU, as part of its ex post evaluation of the 2014-2020 period by
the end of 2024. In a previous report, we have also addressed the need to link
cohesion policy and RRF evaluations®’.

3 Article 57 of Regulation (EU) 1303/2013.
% Regulation (EU) 2020/2221, Articles 1(1) and 2.

37 Special report 24/2021: 'Performance-based financing in Cohesion policy: worthy
ambitions, but obstacles remained in the 2014-2020 period', Recommendation 2.


https://cohesiondata.ec.europa.eu/stories/s/CORONAVIRUS-DASHBOARD-COHESION-POLICY-RESPONSE/4e2z-pw8r/
https://cohesiondata.ec.europa.eu/stories/s/REACT-EU-Fostering-crisis-repair-and-resilience/26d9-dqzy/
https://cohesiondata.ec.europa.eu/stories/s/Overview-of-cohesion-policy-coronavirus-indicators/c63b-b6in
https://cohesiondata.ec.europa.eu/stories/s/Overview-of-cohesion-policy-coronavirus-indicators/c63b-b6in
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013R1303&qid=1658997581161&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R2221&from=EN
https://www.eca.europa.eu/Lists/ECADocuments/SR21_24/SR_Performance_incentivisation_EN.pdf

We reviewed how CRII/CRII+ has influenced the Commission’s legislative
proposals for the 2021-2027 period, and whether the Commission has analysed the
impact of the continued use of cohesion policy to respond to crises on its long-term
objectives.
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In May 2020, the Commission published amendments to its 2021-2027 cohesion

policy legislative proposals to allow for additional flexibility in times of crisis. One suc
provision, later adopted, empowers the Commission to deploy certain defined

h

temporary measures in the use of cohesion policy funds in response to exceptional and

unusual circumstances, in the spirit of what was done under CRII/CRIl+ (see Box 4).

Box 4

Modifications to the 2021-2027 cohesion policy legislative package
adopted in June 2021

The changes to the 2021-2027 cohesion policy rules provide for, among other
things, more flexibility to transfer funds between ERDF, ESF+ and CF, and more
scope for phasing operations between programme periods to take into account
potential crisis-related delays.

The Commission is given the power to respond to exceptional situations by
adopting implementing acts to deploy measures such as increasing co-financing by
10 percentage points and allowing the retrospective selection of completed
projects for maximum periods of 18 months?2.

These measures can be invoked when the Council recognises the occurrence of an
unexpected adverse economic event that has a major financial impact. Their
rationale is to strengthen the EU’s capacity to respond to future crises through
cohesion policy by enabling the Commission to react faster, through the adoption
of a simple implementing act which, unlike a regulation amendment, does not
require the co-legislators’ approval.

3 Article 20 of Regulation (EU) 2021/1060 of 24 June 2021, the CPR (OJ L 231, 30.6.2021,
p. 159), Article 4(3) of Regulation (EU) 2021/1057 of 24 June 2021 establishing the ESF+

(0J L 231,30.6.2021, p. 21) and Article 5(6) of Regulation (EU) 2021/1058 of 24 June 2021

on the ERDF and on the CF (OJ L 231, 30.6.2021, p. 60).


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:32021R1057&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1058&qid=1642092394124&from=en
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The use of cohesion policy rules to help Member States during crises is not a new
phenomenon (see Figure 16). As of October 2022, of the 26 CPR modifications in the
2007-2013 and 2014-2020 periods, more than half (15) were linked with a crisis.
REACT-EU represents the first time that cohesion policy funding was increased in
response to a crisis, reflecting the magnitude of the disruption to the economy and the
fact that the COVID-19 pandemic started at the end of the 2014-2020 period, when
remaining available funds were limited. However, there have been no focused ex post
evaluations or formal assessments of the use of cohesion policy as a crisis response
tool.



Figure 16 — Cohesion policy response to crises over the 2007-2013 and

2014-2020 periods
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The primary aim of cohesion policy is long-term regional development and, as set
out in the Treaty®’, strengthening the economic, social and territorial cohesion as well
as reducing disparities between European regions. Its attractiveness as a short-term
crisis response tool stems from its adaptability and the significant financial resources
involved. The Commission is able to relax cohesion policy rules to encourage maximum
use of the available funding, easing the pressure on national resources. A number of
the modifications introduced in responses to previous crises have become regular
features of cohesion policy, in line with the Commission’s general objectives of greater
flexibility and simplification. As a result, there is a risk that the repeated use of
cohesion policy to address crises may impact its primary strategic goal to strengthen
economic and social cohesion between European regions.

39 Treaty on the Functioning of the European Union, Article 174.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:12012E/TXT&from=EN
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Conclusions and recommendations

We concluded that, in general, the Commission adapted well the 2014-2020
cohesion policy rules so that Member States could make use of cohesion policy funds
more flexibly. The flexibilities offered through CRII/CRII+, as well as the additional
funding provided through REACT-EU, led to a significant reallocation of funding
towards healthcare, business support and employment in order to respond to the
COVID-19 pandemic. However, REACT-EU, together with additional funding under the
RRF, also adds to the difficulties that some Member States face in spending EU funds.
Further, the Commission has not analysed the impact of the continued use of cohesion
policy funding as a budgetary crisis response tool.

The EU reacted promptly to the crisis in employing cohesion policy to help
Member States. In less than two months from the major outbreak of the pandemic in
Europe, it adopted legislative measures to mobilise unspent funds through CRII/CRII+.
In less than a year, it adopted REACT-EU, providing additional resources to Member
States (paragraphs 15-21).

The targeted adaptations of cohesion policy funding through CRIl and CRII+
provided liquidity, flexibility for transferring funds and administrative simplifications
in order to facilitate the use of unspent funds, thus alleviating the burden on national
public budgets. The measures removed for 2020 some key mandatory features of
cohesion policy funding, including mandatory co-financing, and its focus on less
developed regions. In contrast, REACT-EU brought an additional €50.4 billion to
2014-2020 programmes, with Member States given a high level of discretion on where
to allocate these funds. It has the effect of providing 'bridge funding' between the
2014-2020 and 2021-2027 periods (paragraphs 22-27).

CRII/CRII+ kept 2014-2020 cohesion policy spending on track at a time when the
COVID-19 pandemic was seriously affecting regular economic activity. However, the
significant new resources brought in by REACT-EU, which require implementation
within a short period of time, are likely to add to the pressure on Member States’
ability to spend and to ensure good value for money from EU-funded operations.
These changes to the legal framework and the resulting programming work also added
to managing authorities’ administrative workload. This in turn contributed to delays
to the start of the 2021-2027 programmes (paragraphs 28-42).
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The Commission provided timely and suitable assistance to Member States for
CRII/CRII+ and REACT-EU. It significantly reduced the time it took to process and
approve programme amendments, from an average of three months pre-pandemic to
one month for CRII/CRII+ and to 19 working days for REACT-EU, although for the latter
this was just above the goal stated in the regulation (paragraphs 44-56).

We found that the CRII/CRII+ transfer flexibilities resulted in a substantial
movement of funds: 10 % of cohesion policy funding was transferred by Member
States between and within investment areas, a significant amount especially
considering that the pandemic hit near the end of the programme period. Funding
moved primarily towards healthcare and support to businesses; together with
employment, these are also the main areas where REACT-EU funding is directed.
For CRII/CRII+, the funding moved primarily from energy and environment and
research and innovation. We note that the expectation included in the regulation that
25 % of the new resources will be allocated towards meeting climate objectives is
unlikely to be met. Alongside the transfer flexibilities, the use of the 100 % EU co-
financing measure resulted in almost €13 billion in savings for national budgets,
although this means less funding overall for cohesion policy investments
(paragraphs 58-69).

The Commission’s monitoring system allows for a separate tracking of REACT-EU
measures, as they involve additional funding. In comparison, the results of the
CRII/CRIl+ measures, like those related to any other programme amendment, cannot
be monitored separately. In its assessments of the crisis response through CRII/CRII+
and REACT-EU, the Commission can draw on a set of specific COVID-19 indicators.

The Commission opted to introduce non-mandatory COVID-19 indicators, without
common definitions, in order to make them available quickly. As a result, there is a risk
that the data reported by the Member States to the Commission will be difficult to
aggregate in a meaningful way (paragraphs 71-79).

The achievements of the 2014-2020 programmes will be brought together in the
ex post evaluation that the Commission is required to carry out by 31 December 2024.
We welcome the fact that the Commission plans to cover both CRII/CRII+ and
REACT-EU in its ex post evaluation of the 2014-2020 period, even though there is no
requirement to carry out a dedicated evaluation of the former (paragraphs 80-81).
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Although cohesion policy has often been used to provide short-term responses
to crises, there have been no formal assessments on the long term impact of this use.
New rules for 2021-2027 cohesion policy will make it easier to use cohesion policy
funds to respond to unexpected events. As a result, there is a risk that the repeated
use of cohesion policy to address crises may impact its primary strategic goal to
strengthen economic and social cohesion between European regions
(paragraphs 83-85).

In the context of the 2014-2020 ex post evaluation, the Commission should analyse the
impact of the policy’s use as a short-term budgetary crisis response tool on its long-
term objectives with a view to informing future policy proposals.

Target implementation date: By the end of 2024

As REACT-EU adds a significant amount of resources to be used in a relatively short
period of time and overlaps with the implementation of the RRF, the Commission
should monitor closely the progression of REACT-EU absorption to identify
programmes encountering spending difficulties. It should provide targeted support so
that the co-financed operations effectively contribute to the achievement of objectives
and performance targets.

Target implementation date: Immediately
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This Report was adopted by Chamber Il, headed by Mrs Annemie Turtelboom, Member
of the Court of Auditors, in Luxembourg at its meeting of 7 December 2022.

For the Court of Auditors

Tony Murphy
President
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Annex

CRII/CRIl+

CRIlI and CRII+ introduced targeted modifications of the 2014-2020 cohesion policy
rules to facilitate the use of unspent funds and to alleviate the burden on national
public budgets. The main measures can be summarised as follows:

Liquidity measures. CRIl allowed managing authorities to keep €7.6 billion in 2019
pre-financing by not recovering it in 2020. CRIlI+ went further in alleviating the
pressure on national public budgets by relaxing the mandatory national co-financing
for one accounting year, even though this is a key financial principle of cohesion policy.
In 2022, this 100 % EU co-financing provision was extended for an additional
accounting year following the Ukraine crisis*.

Figure 17 — Amount of pre-financing not recovered in 2020 (in million
euros)
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Source: ECA based on Commission data.

Flexibility for transfers. CRII/CRII+ provided considerable flexibilities to managing
authorities to reallocate the resources available for programming in 2020. They greatly
relaxed the rules for transfers between cohesion policy funds and between categories
of regions, also providing an exemption from thematic concentration requirements.
These measures thus removed for 2020 some key mandatory features of cohesion

40 Regulation (EU) 2022/562 of 6 April 2022 amending Regulations (EU) No 1303/2013 and
(EU) No 223/2014 as regards Cohesion’s Action for Refugees in Europe.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32022R0562&from=EN
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policy funding, including its focus on less developed regions, on economic and social
disparities and on thematic objectives such as the low-carbon economy.

Expanded eligibility. To facilitate the use of available EU funds, the eligibility of
operations that can be financed by cohesion policy funds was extended to include
healthcare operations in an additional ERDF thematic objective and working capital to
SMEs. In addition, operations can be financed retrospectively back to 1 February 2020,
even if fully completed, provided that they are designed to foster crisis response
capacities in the context of the COVID-19 outbreak. However, the regulation provides
no details on which kind of operations are intended. This could create legal uncertainty
for managing authorities or give rise to different interpretations of eligible operations.

Administrative simplification. Simplification measures were designed to speed up
implementation and minimise the administrative burden on national authorities,
although the use of some flexibilities involved programme amendments, particularly
for CRII+. For example, they waived the requirements to amend partnership
agreements to reflect the changes made in the programmes and to obtain Commission
approval to transfer funds between priority axes under certain thresholds. These two
simplifications had already been included in the 2021-2027 draft CPR provisions as
agreed by the co-legislators.

REACT-EU

REACT-EU goes further in helping Member States address the consequences of the
COVID-19 pandemic by providing them with additional resources. Its main measures
can be summarised as follows:

New funds and liquidity measures. REACT-EU provides a €50.4 billion top-up to
2014-2020 cohesion policy funds. Channelling additional funds through an existing
instrument that has programmes running and a legislative framework in place was
identified as a way to deliver money quickly to Member States. REACT-EU’s eligibility
ends on 31 December 2023, at the same time as for regular 2014-2020 period funding.
Member States thus have limited time in which to spend their additional allocations.
REACT-EU provides a relatively high level of initial pre-financing of 11 % in 2021 and
allows up to 100 % EU financing, in order to quickly provide liquidity and alleviate the
burden on national budgets. The level of pre-financing was increased in 2022 following
the Ukraine crisis**.

41 Regulation (EU) 2022/613 of 12 April 2022 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.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32022R0613&qid=1658737214934&from=en
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Flexibility for programming and transfers. In contrast to regular cohesion policy funds,
Member States have a high level of discretion to allocate their REACT-EU funds
between ERDF and ESF, and between different types of eligible investments. They have
a high level of discretion in terms of the types of projects that they finance, without
thematic concentration requirements or an obligation to focus on supporting less
developed regions. Similar to CRII/CRII+, in case managing authorities wish to
reallocate resources, REACT-EU provides an increased possibility of financial transfers
without thematic concentration requirements.

Expanded eligibility. REACT-EU provides retrospective eligibility for fully completed
operations to 1 February 2020, even if they are not related to the crisis.

Administrative simplification. The implementation of REACT-EU can only be assigned
to managing authorities already designated for the 2014-2020 period. Funds can be
programmed through existing 2014-2020 programmes or through new dedicated
programmes and partnership agreements do not need to be modified. Previous
requirements related to ex ante evaluations, ex ante conditionalities and the
performance framework, do not apply to REACT-EU funds.
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Abbreviations

CF: Cohesion Fund

CPR: Common Provisions Regulation

CRII: Coronavirus Response Initiative

CRII+: Coronavirus Response Initiative Plus

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

MFF: Multiannual Financial Framework

NGEU: Next Generation EU

REACT-EU: Recovery Assistance for Cohesion and the Territories of Europe
RRF: Recovery and Resilience Facility

RRP: Recovery and Resilience Plans

SMEs: Small and medium-sized enterprises

TFEU: Treaty on the Functioning of the European Union
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Glossary

Absorption: The extent, often expressed as a percentage (absorption rate), to which
EU funds allocated to Member States have been spent on eligible projects.

Cohesion Fund: EU fund for reducing economic and social disparities in the EU by
funding investments in Member States where the gross national income per inhabitant
is less than 90 % of the EU average.

Cohesion policy: The EU policy which aims to reduce economic and social disparities
between regions and Member States by promoting job creation, business
competitiveness, economic growth, sustainable development, and cross-border and
interregional cooperation.

Cohesion policy funds: The three EU funds supporting economic, social and territorial
cohesion across the EU in the 2014-2020 period: the European Regional Development
Fund, the European Social Fund, and the Cohesion Fund.

Common Provisions Regulation: Regulation setting out the rules that apply to a
number of EU funds under shared management, including those supporting the EU’s
cohesion policy.

European Regional Development Fund: EU fund that strengthens economic and social
cohesion in the EU by financing investments that reduce imbalances between regions.

European Social Fund: EU fund for creating educational and employment
opportunities and improving the situation of people at risk of poverty.

Intervention code: Category of activities financed by the European Regional
Development Fund, the Cohesion Fund or the European Social Fund.

Managing authority: The national, regional or local authority designated by a Member
State to manage an EU-funded programme.

Multiannual financial framework: The EU's spending plan setting priorities (based on
policy objectives) and ceilings, generally for seven years. It provides the structure
within which annual EU budgets are set. The current MFF covers the 2021-2027 period
and the previous one 2014-2020.

Operational programme: Framework for implementing EU-funded cohesion projects
in a set period, reflecting the priorities and objectives laid down in partnership
agreements between the Commission and individual Member States.
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Partnership agreement: An agreement between the Commission and a Member State
in the context of an EU spending programme, setting out, for example, strategic plans,
investment priorities or the terms of trade or development aid provision.

Programme period: The period within which an EU spending programme is planned
and implemented.

Recovery and Resilience Facility: The EU’s financial support mechanism to mitigate the
economic and social impact of the COVID-19 pandemic and stimulate recovery in the
mid-term, while promoting green and digital transformation.

Shared management: A method of spending the EU budget in which, in contrast to
direct management, the Commission delegates the implementation to the Member
State while retaining ultimate responsibility.

Thematic objective: The intended overall result of an investment priority, broken
down into specific objectives for implementation purposes.



Replies of the Commission

https://www.eca.europa.eu/en/Pages/Docltem.aspx?did=63210

Timeline

https://www.eca.europa.eu/en/Pages/Docltem.aspx?did=63210
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Audit team

The ECA’s special reports set out the results of its audits of EU policies and
programmes, or of management-related topics from specific budgetary areas. The ECA
selects and designs these audit tasks to be of maximum impact by considering the risks
to performance or compliance, the level of income or spending involved, forthcoming
developments and political and public interest.

This performance audit was carried out by Audit Chamber Il Investment for cohesion,
growth and inclusion spending areas, headed by ECA Member Annemie Turtelboom.

The audit was led by ECA Member lliana lvanova, supported by James Verity, Head of
Private Office and Ivan Genchey, Private Office Attaché; Friedemann Zippel, Principal

Manager; Viorel Cirje, Head of Task; Anna Fiteni, Marion Boulard and

Christophe Grosnickel, Auditors.

From left to right: lvan Genchev, James Verity, Marion Boulard, lliana Ivanova,

Friedemann Zippel, Christophe Grosnickel.
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We examined how the Commission adapted the rules to provide
greater flexibility to Member States in using 2014-2020 cohesion
policy funds in response to the COVID-19 pandemic. We found
that the Commission reacted promptly and largely adapted the
rules well, facilitating the redirection of existing resources at

a time of serious economic distress. The significant new resources
brought in allowed Member States to fund additional
investments, but also added to the pressure to spend the funds
well. We recommend that the Commission analyse the impact of
using cohesion funding to tackle crises on the long-term
objectives of the policy, and monitor Member States’ spending
to help them achieve performance targets.

ECA special report pursuant to Article 287(4), second
subparagraph, TFEU.
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