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Executive Vice-President Dombrovskis and Commissioner Gentiloni have been invited to the eighth Recovery and 
Resilience Dialogue (RRD) under the Recovery and Resilience Facility Regulation. This briefing presents some 
developments relating to the implementation of Recovery and Resilience Facility (RRF) since the previous RRD 
that took place on 21 November 2022. It covers the latest positive assessments by the Commission of payment 
requests (i.e. Greece, Portugal and Malta), adoption of revised Recovery and Resilience Plans, including the 
adoption of the REPowerEU legal framework, recent developments relating to the rule of law conditionality, and 
financing aspects of the Facility.  

1. Overview 

All 27 Member States’ Recovery and Resilience Plans (RRPs) have been assessed by the Commission and 
adopted by the Council, and the focus is now on the full implementation of the agreed reforms and 
investments. The Commission disbursed pre-financing of around EUR 56,6 billion to 21 Member States. 
Ireland did not request pre-financing. Pre-financing is no longer available, as the RRF Regulation provides 
the option of pre-financing only for plans adopted by the Council until 31 December 2021. 

Member States can submit payment requests once the milestones (qualitative achievements) and 
targets (quantitative achievements) for the respective payment tranche are completed. 18 countries have 
so far submitted payment requests (Spain and Italy made three payment requests, Greece, Portugal, Croatia 
and Romania each two requests, and France, Slovakia, , Latvia, Cyprus, Bulgaria, Slovenia, Czechia, Lithuania, 
Denmark, Malta, Austria and Luxembourg each submitted one request). So far, the Commission has made 
17 positive assessments and 15 disbursements (total amount around EUR 86.6 billion) to 11 Member States 
(two each for Spain, Greece, Italy and Croatia, and one each for France, Portugal, Slovakia, Romania, Latvia, 
Cyprus and Bulgaria).  

Since the previous Recovery and Resilience Dialogue with the Commission, the Commission adopted 
three positive assessments i.e. for the second payment requests by Greece and Portugal and the first 
payment request by Malta. This briefing highlights some aspects of these Commission’s assessments, 
please see Section 2. Where, as a result of the assessment, the Commission establishes that the milestones 
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and targets set out in the RRP have not been satisfactorily fulfilled, the payment of all or part of the 
financial contribution and, where applicable, of the loan shall be suspended.  

The Commission is apparently still working on a methodology for partial payments/suspensions, 
announced to the CONT Committee in October 2022 (see written reply), in case milestones and targets are 
not fulfilled. No such methodology has yet been published. 

Two Member States have recently made some revisions to their RRPs, in one case because certain milestones 
and targets could no longer be achieved. Once the REPoweEU legislative package enters into force in early 
2023, Member States should include a specific section with projects aimed at reducing the EU's dependence 
on Russian fossil fuels and accelerating the green transition (please see Section 4). 

Section 5 provides some recent information on the application of the rule of law conditionality. Finally, 
Section 6 concludes with some observations on the financing aspects of the RRF. 

2. Latest positive assessments of milestones and targets1 

The Commission’s preliminary assessment of Greece’s second payment request 

On 30 September 2022, Greece requested the second instalment of the non-repayable support (€1.72 
billion in grants, with 25 related milestones and targets; see grant-related distribution profile below) and 
second instalment of the loan support (€1.85 billion in loans, with 3 related milestones and targets). 

As regards the effectiveness of underlying management, control and audit systems, the Commission 
assessed that Greece is implementing a roadmap for the use of EU ARACHNE as a data mining and risk-
scoring tool for the control of conflict of interest, and that it adopted an adequate risk-based selection 
approach for the ex-ante checks to prevent conflict of interest, making use of the beneficial owners’ data. 

                                                             
1 See also a separate EGOV document for all related official documents. 

Box: The European Ombudsman calls for improved transparency around EU recovery funds 

Following a complaint by a journalist looking for documents related to how the Commission evaluated the Danish 
and Swedish plans for money allocated under the RRF, the European Ombudsman published its decision on 1 
December 2022. 

The refused access was found to lack adequate and convincing reasoning. The Ombudsman hence urged the 
Commission to treat access to document requests concerning EU recovery funds with greater consistency and to 
better explain its reasoning if it decides not release the asked-for information. The inquiry showed that the 
Commission treated the two access requests in a contradictory manner although the wording of each was 
identical.  

The Ombudsman pointed out that the RRF forms part of an unprecedented stimulus package, and that its 
significance should be matched with high transparency standards. She asked the Commission to take that into 
account when dealing with future access requests related to the recovery funds, noting the importance of the 
public being able to follow how the funds are being used and whether promised milestones have been met. 

 

https://www.europarl.europa.eu/cmsdata/255648/Commission%20replies%20EVP%20Dombrovskis%20&%20Cssr%20Gentiloni.pdf
https://ec.europa.eu/commission/presscorner/detail/en/MEX_22_5945
https://www.europarl.europa.eu/RegData/etudes/BRIE/2022/733720/IPOL_BRI(2022)733720_EN.pdf
https://www.ombudsman.europa.eu/en/case/en/61681
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Based on the information provided by Greece, the Commission published a positive preliminary assessment 
of the satisfactory fulfilment of all 28 milestones and targets on 25 November 2022. 

On substance, Greece’s second payment request relates to reforms and investments in the following policy 
areas: the organisation of the railways sector and the legal framework of public bus transport; the 
production of renewable energy; a national lifelong learning framework; interconnection of payment 
terminals with the tax administration; taxation to incentivise green and digital investments; and the 
supervision of capital markets. Other policy areas addressed by the milestones and targets are investment 
projects related to the digital transformation of small and medium-sized enterprises, disability care, research 
infrastructure, road infrastructure, smart manufacturing, new industrial parks, and the economic 
transformation of the agricultural sector.  

In terms of their nature, the vast majority of the milestones and targets refers to the publication or entry 
into force of related legislation (17 times), but they also include calls for proposals (4), signed contracts (3), 
the acceptance of some reports (2), and other forms (2). 

Illustrative examples for the fulfilment of targets and milestones in Greece’ RRP: 

Example 1: Public administration – launch of performance-pay system 

Qualitative Indicator: Entry into force of primary legislation setting up a pilot rewarding system (to 
be achieved by Q2 2022) 

Context: Greece aims to modernise the public administration, in that context planning to introduce 
a new reward scheme for civil servants. In particular, the milestone requires the launch of a pilot 
performance-pay system, for up to 6.000 civil servants who shall notably be involved in the 
implementation of the Recovery and Resilience Plan. The launch of that pilot shall contribute to 
a larger study to provide guidance in the establishment of a reward system for public organisations. 

The Commission’s analysis refers to a Greek law published in June 2022, essentially finding that this 
law is a basis for a reward system that according to the Greek authorities is consistent with the 
unified wage grid, and that it provides for a systematic approach on how a reward-based 
remuneration is calculated that cannot exceed the annual remuneration by more than 15% (the 
Commission’s assessment does not elaborate on details of that performance-pay system). The law 
supports the project’s pilot character, as it restricts participation to a limited number of 6000 civil 
servants who are all involved in the implementation of Greece’s RRP. The Commission found that 
the milestone was satisfactorily fulfilled. 

https://commission.europa.eu/system/files/2023-01/C_2022_8763_1_EN_annexe_acte_autonome_nlw_part1_v2.pdf
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Example 2: InvestEU Contribution Agreement 

Qualitative Indicator: Contribution Agreement signed (to be achieved by Q1 2022) 

Context: Loan support under the Recovery and Resilience Facility shall facilitate the provision of 
financial incentives to the private sector and promote private investment under the InvestEU 
Programme (EUR 500 million). To that end, the InvestEU Contribution Agreement between the 
Ministry of Finance of Greece and the European Commission had to be signed, which shall 
include selection criteria for compliance with the Do-No-Significant-Harm (DNSH) principle, as well 
as relative shares to be spent on climate transition and digital transition. 

The evidence provided by Greece included a copy of the Contribution Agreement signed on 28 
September 2022 by the Alternate Minister of Finance and the Director-General of the Commission’s 
Directorate-General for Economic and Financial Affairs. 

According to the Commission’s assessment, Greece suggested the European Investment Fund (EIF) 
and the European Bank for Reconstruction and Development (EBRD) as Implementing Partners, and 
that according to the Contribution Agreement it is for the Commission to negotiate the 
guarantee agreements with the Implementing Partners on DNSH and shares to be spent on 
climate transition and digital transition. Unsurprisingly, the Commission found that this milestone 
was satisfactorily fulfilled. 

The Commission’s preliminary assessment of Malta’s first payment request 

On 19 December 2022, Malta requested the first instalment of the non-repayable support (€0.052 billion 
in grants, with 19 related milestones and targets, see grant-related distribution profile below). 

 

Based on the information provided by Malta, the Commission published a positive preliminary assessment 
of the satisfactory fulfilment of all 19 milestones and targets on 27 January 2023. 

On substance, Malta’s first payment request relates to reforms and investments in the following policy 
areas2: reforms in the areas of construction, environment, waste management, mobility and urban planning, 
research and innovation, education, rule of law, anti-corruption, and taxation. Other policy areas addressed 
by the milestones and targets are investment projects related to the renovation of public schools and 
digitalisation of law courts. 

                                                             
2 The EPRS briefing on Malta's National Recovery and Resilience Plan mentions in the section on stakeholders’ views that the related consultation 

with civil society actors was an online exercise with an open call for online submissions, with little or no clear explanation on how the submissions 
would be followed up. 

https://commission.europa.eu/system/files/2023-01/C_2023_779_1_annexe_EN.pdf
https://www.europarl.europa.eu/RegData/etudes/BRIE/2022/729312/EPRS_BRI(2022)729312_EN.pdf
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In terms of their nature, the large majority of the milestones and targets refers to the publication or entry 
into force of related legislation (10 times), but they also include the adoption of strategies (3), surveys and 
reports (2), a signed contract (1), and other forms (3). 

Illustrative example for the fulfilment of targets in Maltas RRP: 

Example 3: Reinforcing the institutional framework capacity to fight against corruption 

Qualitative Indicator: Online publication of the Updated National Anti-Fraud and Corruption 
Strategy (to be achieved by Q2 2021) 

Context: The objective is to update the National Anti-Fraud and Corruption Strategy, in order to 
increase the capacity and public accountability of the State institutions entrusted with regulatory 
and control functions. The milestone agreed in the RRP represents the initial step in the 
implementation of the reform and requires the online publication of the updated National Anti-
Fraud and Corruption Strategy. 

The Commission’s assessment elaborates on the details of Malta’s Updated National Anti-Fraud and 
Corruption Strategy, which includes 23 actions divided into four strategic objectives, overall finding 
that it contributes to the effective and efficient fight against fraud and corruption in Malta. 

On substance, however, the Commission’s assessment is limited to the verification that the 
Strategy has been published online, which is the agreed milestone. The Commission’s 
assessment notably does not set out whether the Strategy has actually been implemented. 
The Strategy, adopted in May 2021, includes a timeline (p. 41) that defines by when the 23 action 
points should be completed. According to that timeline, at least 17 of the 23 actions should by now 
already be implemented. Only three actions listed in the Strategy form part of future milestones and 
targets (a risk assessment, two targeted training programmes, and a documentary repository 
system), while another (a database on whistle-blower information) is not part of the Strategy. 
Overall, the Commission does not verify the actual implementation of the majority of action 
points listed in Malta’s Anti-Fraud and Corruption Strategy. 

The Commission’s preliminary assessment of Portugal’s second payment request 

On 30 September 2022, Portugal requested the second instalment of the non-repayable support (€ 1,7 
billion in grants, with 18 related milestones and targets; see grant-related distribution profile below) and 
second instalment of the loan support (€ 0,11 billion in loans, with 2 related milestones). 

 

https://parlament.mt/media/112504/06624.pdf
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Based on the information provided by Portugal, the Commission published a positive preliminary 
assessment of the satisfactory fulfilment of all 20 milestones and targets on 16 December 2022. 

On substance, Portugal’s second payment request relates to reforms and investments in the following policy 
areas: the digital transition in the private and public sectors, health and social policies, green transition and 
climate adaptation, sustainable transport and forest management, and support of companies. 

In terms of their nature, the milestones and targets vary from the publication or entry into force of 
legislation and administrative norms (3 times) to the adoption of strategies and plans (2), surveys and 
reports (3), or signature of contracts (4) and other forms (7). 

Illustrative example for the fulfilment of targets in Portugal’s RRP: 

Example 4: Digital Empowerment of Enterprises 

Qualitative Indicator: Start of two training programmes (Portugal Digital Academy; Employment + 
Digital) 

Context: The measure consists of two training programmes to increase the digital skills3 of the 
employed workforce, with a particular focus on enterprises in the industry, commerce, services, 
tourism and agriculture sectors.  

Portugal provided evidence, checked by the Commission, that the setting up of the two training 
programmes has been successfully achieved. As regards the Portugal Digital Academy, for 
example, the evidence demonstrated that the online platform for the programme is operational, 
that the first set of online trainings was already launched, that access to that platform is open to any 
user, and that a diagnostic tool is in place to assess the users’ digital skills and find suitable training 
courses. 

Importantly, this is just the first milestone for the investment. Two future targets will monitor the 
execution of the training programmes. By Q3 2025, 800.000 participants shall have received a 
digital skills diagnostic, an individual training plan and have completed an online, blended or in-
person module in the Portugal Digital Academy programme (that’s a considerable share of 
Portugal’s active population, which at present amounts to approximately 5.2 million people). 

3. Revision of the Recovery and Resilience Plans 
Under the RRF Regulation, Member States can request a revision of their plans in limited and well-defined 
cases where objective circumstances render specific milestones or targets no longer achievable.  

One such amended RRP has been submitted by Germany on 9 December 2022. 

The Commission’s related assessment of 19 January 2023 sets out that Germany made a reasoned request 
to amend the Council Implementing Decision, considering the RRP partially no longer achievable due to 
objective circumstances, submitting an amended RRP on that basis. 

The amended RRP submitted by Germany affects two measures, namely the postponement of the 
completion date of a project related to railway digitalisation, inter alia held up by the finding of hidden 
contaminations in the ground, and changes to a programme for the development of vaccines against SARS-
CoV-2, where two out of three participants did finally not request the approval of their vaccines at the 
European Medicines Agency (EMA).  

                                                             
3 The EPRS briefing on Portugal's National Recovery and Resilience Plan mentions that in reaction to the related public consultation, the 

Portuguese Business Confederation (CIP) deemed the amount attributed to the digitisation of companies low, and that half of Portuguese 
companies shared the view that the NRRP had little to no impact on their economic activity. 

https://commission.europa.eu/publications/preliminary-assessment-second-payment-request-portugal_en
https://commission.europa.eu/publications/preliminary-assessment-second-payment-request-portugal_en
https://commission.europa.eu/system/files/2023-01/COM_2023_37_1_EN.pdf
https://www.europarl.europa.eu/RegData/etudes/BRIE/2022/729408/EPRS_BRI(2022)729408_EN.pdf
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As regards the development of vaccines, according to the Commission’s assessment Germany explained 
that while three companies had received funding under the programme, one vaccine producer withdrew 
from the approval process to EMA and another incurred important delays in the achievement of prior 
defined milestones (such as the approval of a specific clinical trials phase) and did not file for approval either.  

Germany requested to modify the target by revising downwards the total amount allocated to the measure 
from EUR 750 million to EUR 591 million (the reduced total estimated cost of the measure; 95% thereof have 
apparently already been disbursed to the beneficiaries for vaccine research), and also revising down the 
related disbursement target accordingly.  

The Commission considers that the reasons put forward by Germany justify an amendment, and that the 
“very limited modification” put forward by Germany does not affect the relevance, effectiveness, efficiency 
and coherence of the RRP. 

One may note, however, that the proposed amendment refers to the “traditional approach”, essentially 
asking for a (reduced) reimbursement of incurred costs, while the RRF’s innovative performance-based 
approach might have suggested a different adjustment (for example by only taking into account that 
two out of three vaccines have not been successfully delivered). The amended plan was also critically 
commented in the press (The EU Files). 

On 17 January 2023, the Council adopted an update to Luxembourg’s RRF, which according to the press 
statement is of a technical nature; its purpose is to take into account the updated reduced maximum 
financial contribution (€ 82.7 million instead of € 93.3 million). 

4. Introduction of the REPowerEU into the RRF 

The REpowerEU under the RRF will enable Member States to include a specific chapter in their RRPs with 
projects aimed at reducing the EU's dependence on Russian fossil fuels and accelerating the green transition 
through energy reforms and investments. 

The Commission published on 18 May 2022 its REPowerEU Plan proposing to amend the RRF Regulation 
and a number of amendments to other acts to finance the Plan. The Commission proposal to amend the 
RRF Regulation introduced (see also Commission presentation here):  

• a requirement for Member States modifying their RRPs to also submit a dedicated REPowerEU 
chapter, outlining measures and actions aimed at addressing the REPowerEU objectives;  

• a targeted exemption from the obligation to apply the do-no-significant-harm principle 
for reforms and investments improving energy infrastructure to meet immediate security of 

Box: Commission Guidance on revisions of RRPs 

The Commission published guidance on 18 May on how to take into account the revised grants allocation 
under the RRF and the proposed introduction of the REPowerEU package.  

More specifically on revisions of RRPs following revised grant allocations, in accordance with the guidance, 
upward revisions would require an updated plan, with new reforms and investments to cover the additional funds. 
The additional amount resulting from the upward revision of the financial contribution cannot be used to 
compensate for an increase in the estimated costs of measures included in the already adopted RRPs. In case of a 
downward revision, Member States are encouraged to continue implementing their adopted RRPs, relying on 
alternative sources of financing. They could request loans (and present additional reforms and investments), 
transfer cohesion funds or use national funds. Updated or revised RRPs would be assessed against the 11 criteria 
set out in the RRF Regulation; new reforms and investments would need to cater for the 2022 country specific 
recommendations.  

 

https://www.ftm.eu/articles/the-recovery-files-milestones?share=E63EYrQMwnIZxxWScJmrRNDyBKBcDWoxq%2BkDJuHGZH8QZDw2JfwKtoxIJpifvj8%3D
https://www.consilium.europa.eu/en/press/press-releases/2023/01/17/recovery-fund-council-adopted-update-to-luxembourg-s-national-plan/
https://ec.europa.eu/commission/presscorner/detail/en/IP_22_3131
https://ec.europa.eu/info/files/proposal-regulation-european-parliament-and-council-amending-regulation-eu-2021-241-regards-repowereu-chapters-recovery-and-resilience-plans-and-amending-regulation-2021-1060-2021-2115-2003-87-ec-2015-1814_en
https://ec.europa.eu/info/sites/default/files/rrf-in-the-context-of-the-repowereu-proposal_en.pdf
https://ec.europa.eu/info/sites/default/files/c_2022_3300_1_en_0.pdf
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supply needs for oil and gas, notably to enable diversification of supply in the interest of the 
Union as a whole;  

• a new assessment criterion catering for the specific objectives of REPowerEU; and  
• reporting obligations regarding the REPowerEU chapter.  

Following the agreement reached between the European Parliament and Council negotiators on 14 
December 2022, new funding for the REPowerEU chapters will come from: 

• EUR 20 billion in grants, with 60% coming from the Innovation Fund and 40% via 
frontloading emissions allowances from the EU Emissions Trading System (ETS).  

• In addition, up to 5.4 billion euros of funds from the Brexit Adjustment Reserve can be 
transferred by Member States to the RRF to finance REPowerEU measures.  

• A 7.5% voluntary transfer of cohesion policy funds 2021-2027 to finance the REPowerEU 
chapters will be possible. Member States which have unspent cohesion funds from 2014-2020 
period will have the possibility to redirect the funds to REPowerEU objectives to support SMEs 
and vulnerable households particularly affected by energy price increases. Contrary to the 
Commission proposal, Member states will not be able to transfer funds from the Common 
Agricultural Policy to REPowerEU Chapters under the RRF. 

To support REPowerEU, EUR 225 billion in loans are available under the RRF. Member states will have 30 days 
to indicate if they want to use unallocated loans from the Recovery and Resilience Facility, before 
reallocation can take place. The REPowerEU chapters can be pre-financed by up to 20% as soon as the new 
legislation enters into force. A retroactivity clause allows for projects that began from 1 February 2022 
onwards to be included. 

Eligible projects include natural gas projects aimed at increasing supply diversity, particularly in 
liquefied natural gas. Strictly limited investments in existing oil infrastructure to meet immediate security 
of supply needs can also be possible in a member state subject to an exceptional temporary derogation due 
to specific dependence on crude oil and geographical situation.  

Member States are encouraged to include measures with cross-border or multi-country dimension 
representing at least 30% of the estimated costs of the measures in their REPowerEU Chapters.  

Exception to the "do no significant harm" principle can be granted to measures that are necessary to 
ensure immediate energy security, minimise the potential environmental harm and do not endanger the 
Union’s climate goals for 2030 and 2050. These projects should be operational by the end of 2026. 

To increase transparency, Member States must in particular publish a list of the 100 largest recipients of 
the RRF, which is to be updated twice a year. Member States will also have to consult relevant stakeholders 
when drafting REPowerEU Chapters. 

The adoption of the political agreement on the legislative package on the REPowerEU under the RRF will 
take place during February II session in the EP plenary and will be followed up by the adoption in the EU 
Council (planned for end of February), before the signature and the entry into force of the legislation. 
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5. Rule of law conditionality: latest developments 

Based on the 2022 Rule of Law Report by the Commission4, the Conditionality mechanism was set in motion 
for Hungary due to systemic irregularities, deficiencies and weaknesses in public procurement and 
limitations in detecting, preventing and correcting conflicts of interest, use of EU funds by “public interest 
trusts”, as well as the anti-corruption framework. On 18 September, the Commission submitted a proposal 
to the Council to suspend Hungary’s access to a number of cohesion funds. 

Although Hungary had started the adoption of remedial measures, according to the Commissions 30 
November assessment these did not sufficiently satisfy the objective of protecting the Union budget. 
Consequently, on 12 December, the Council decided to suspend 55% of the commitments of the 
programmes concerned, and forbade entering into legal commitments with any public interest trust 
established on the basis of the Hungarian Act IX of 2021.  

On the same day, the Hungarian RRP was also adopted. Compared to the original plan, a whole new 
component of measures was added (Component 9: Governance and Public Administration) containing 38 
measures with 111 milestones and targets. These include 27 ‘super milestones’ indispensable for any 
payment under the RRF. These ‘super milestones’ include some of the Key Implementation Steps of the 17 
remedial measures proposed by Hungary under the Rule of Law Conditionality mechanism, some measures 

                                                             
4  In July 2022, the Commission published its 2022 Rule of Law Report, assessing the RoL situation in the European Union (see Parliament’s related 

procedure here4). This third report covers four areas (the justice system, the anti-corruption framework, media pluralism and other institutional 
issues related to checks and balances), was adopted following extensive consultation with the Member States (see here Member States’ imput) 
and stakeholders, and includes, in each country chapter (one per Member State) specific recommendations4. The Commission will be following 
up on these recommendations in next year report. The report also covers for the first time some new topics that have emerged as relevant for 
ensuring RoL, such as public service media and an overview of the implementation of judgments of the European Court of Human Rights.  

Box: Rule of Law conditionality Regulation 

On 16 February 2022, the European Court of Justice rendered its judgments in Cases C-156/21, Hungary vs 
Parliament and Council, and C-157/21, Poland vs Parliament and Council, concerning actions for annulment of the 
RoL regulation where it  clarified that the regulation “is intended to protect the Union budget from effects resulting, in 
a sufficiently direct way, from breaches of the principles of the rule of law and not to penalise those breaches as such.” 
and that “The sound financial management of the Union budget and the financial interests of the Union may be seriously 
compromised by breaches of the principles of the rule of law committed in a Member State. Those breaches may result, 
inter alia, in there being no guarantee that expenditure covered by the Union budget satisfies all the financing conditions 
laid down by EU law and therefore meets the objectives pursued by the European Union when it finances such 
expenditure” (see, in particular, points 131 to 134 of case C-156/21 and 149 to 152 of case C-157/21. 

In its position in the above legal procedures, the EP highlighted the connection between the cases at hand and the 
RRF framework (see point 29 in case C-156/21 and 26 of case C-157/21), mainly arguing that the full application of 
the RoL Regulation was important to ensure EU financial interests would be protected when implementing the RRF. 
In the plenary debate on 16 February, the Parliament urged the Commission to act (here). A resolution to that effect 
was voted in the March Plenary (here) and a further resolution addressing Hungary was approved at the September 
plenary (final text adopted here).  

Following the above Court decisions, the Commission released guidelines on 2 March 20221 stating that “non-
effective or untimely cooperation with the EPPO and OLAF constitutes a ground for action under the Conditionality 
Regulation. (...) co legislators have also clarified that the Conditionality Regulation may be triggered where the proper 
functioning of the authorities implementing their RRPs is not ensured, in line with Article 8 of Regulation EU) 2021/241 
(‘RRF Regulation’). The Court of Justice also clarified that the Conditionality Regulation can also relate to breaches of the 
principles of the rule of law affecting the collection of the Union’s own resources”.  

 

https://eur-lex.europa.eu/resource.html?uri=cellar:9473778e-372b-11ed-9c68-01aa75ed71a1.0001.02/DOC_1&format=PDF
https://commission.europa.eu/system/files/2022-12/COM_2022_687_1_EN_ACT_part1_v5.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52022PC0686
https://data.consilium.europa.eu/doc/document/ST-15447-2022-INIT/en/pdf
https://eur-lex.europa.eu/resource.html?uri=cellar:2e95c008-037b-11ed-acce-01aa75ed71a1.0001.02/DOC_1&format=PDF
https://oeil.secure.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=COM(2022)0500&l=en
https://ec.europa.eu/info/publications/2022-rule-law-report-input-member-states_en
https://ec.europa.eu/info/publications/2022-rule-law-report-targeted-stakeholder-consultation_en
https://curia.europa.eu/juris/documents.jsf?num=C-156/21
https://curia.europa.eu/juris/documents.jsf?num=C-157/21
https://curia.europa.eu/juris/document/document.jsf?text=&docid=254061&pageIndex=0&doclang=EN&mode=req&dir=&occ=first&part=1&cid=797009
https://curia.europa.eu/juris/document/document.jsf?text=&docid=254062&pageIndex=0&doclang=EN&mode=req&dir=&occ=first&part=1&cid=797030
https://curia.europa.eu/juris/document/document.jsf?text=&docid=254061&pageIndex=0&doclang=EN&mode=req&dir=&occ=first&part=1&cid=797009
https://curia.europa.eu/juris/document/document.jsf?text=&docid=254062&pageIndex=0&doclang=EN&mode=req&dir=&occ=first&part=1&cid=797030
https://www.europarl.europa.eu/news/en/agenda/briefing/2022-02-14/1/rule-of-law-conditionality-meps-to-debate-eu-court-ruling
https://www.europarl.europa.eu/news/en/press-room/20220210IPR23017/rule-of-law-conditionality-meps-call-on-the-commission-to-act-immediately
https://oeil.secure.europarl.europa.eu/oeil/popups/ficheprocedure.do?reference=2022/2535(RSP)&l=en
https://www.europarl.europa.eu/doceo/document/TA-9-2022-0324_EN.html
https://ec.europa.eu/info/sites/default/files/about_the_european_commission/eu_budget/c_2022_1382_3_en_act_part1_v7.pdf
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concerning judicial independence included in the ongoing Article 7 procedure, recent CSRs and the Rule of 
Law reports, and also audit and control related measures (see more details here). 

In Poland, a new law was adopted by the Sejm on 13 January in relation to some of the concerns regarding 
the independence of the judiciary raised in Rule of Law Reports5, recent Country Specific Recommendations 
and the proposal launching the Article 7 procedure against Poland. The Senate will vote on it at a later date.  
Whether the changes would be sufficient for the relevant milestones of the Polish RRP to be deemed fulfilled 
will also depend on the implementation. 

6. Financing the Recovery and Resilience Facility: latest developments  

As provided for in the 2020 Own Resources Decision, and Council Regulation (EU) 2020/2094 establishing 
EURI,  the RRF is so far financed through borrowings on capital markets6.  
In order to address the risks and challenges of the specific features of NGEU related debt issuances (notably 
its grants component and unprecedented scale)7, the Commission adopted in 2021 a diversified funding 
strategy (DFS), issuing various debt instruments with different maturities for a liquidity pool. In December 
2022, the DFS was enlarged to all Commission's borrowing and lending operations as of 2023 onwards, 
including MFA+ support to Ukraine, thus consolidating issuances under a single EU bond umbrella.  

According to the Commission's presentation made in the BUDG committee on 31 January 20238, EUR 170.8 
billion of long-term debt has been issued for NGEU purposes since 2021 (of which EUR 36.4 in green 
bonds). Combining the figures of the EURI implementation report of 31 October 2022 with the data available 
it the latest Commission's newsletter on its borrowing and lending operations as of December 2022, it 
appears that outstanding EU-bills amounted to 23.1 billion at the same date. 
As outlined before9, issuances of EU debt instruments became increasingly expensive in the 2022 market 
environment faced with a sharply rising inflation. At the end of September 2022, the yield on the 10-year EU 
bond topped the 3% mark, up from around 0.2% in January 2022. On 14 November 2022, Parliament and 
Council reached an agreement to increase the EU Budget for 2023 by approximately EUR 170 million to 

                                                             
5 Rule of Law Report – Country Chapter on the rule of law situation in Poland 2020, 2021, 2022 
6 For details on RRF planned reimbursements related provisions as well as on recent developments from the Parliament side see section  6.2 of 

the previous  in depth analysis of 17 November 2022.   
7 Until 2021, borrowing operations the Commission only used the back-to-back approach for its borrowing and lending operations. Proceeds 

from bonds were directly transferred to the beneficiary on the same terms. Risk management was therefore simpler as borrowing operations 
were hedged by back-to-back loans. NGEU raised therefore new challenges due to both its grants component and also its unprecedented scale.  

8 See the presentation by the Commission's Chief Risk Executive for its borrowing operations in the context of an exchange of view held in the 
BUDG committee on 31 January 2023. 

9 See end of section 6.2 of the  in depth analysis of 17 November 2022. 

Box: Transparency International Corruption Perceptions Index (January 2023) 

On 31 Januray 2023, Transparency International  released it annual Corruption Perceptions Index (CPI). Across 
Western Europe and the EU, the changing security landscape since Russia’s full-scale invasion of Ukraine and a 
looming recession both demand robust responses from governments. However, undue influence over decision-
making, poor enforcement of integrity safeguards and threats to the rule of law are undermining governments’ 
effectiveness. Transparency International argues that the region is at a crossroads, and that to overcome the 
current crises, decision-makers need to go beyond piecemeal anti-corruption measures. 

The 2022 CPI indicates that anti-corruption efforts have stagnated in more than half of countries for more than a 
decade. Out of 31 countries in the region, only six have improved their scores while seven have declined. Top 
scorers in 2022 were Denmark, Finland and Norway. Worst performers were again Hungary, Bulgaria and Romania. 
Ten countries have recorded their lowest-ever scores, including United Kingdom, which has dropped five points 
since last year. 

https://www.europarl.europa.eu/doceo/document/TA-8-2018-0340_EN.html
https://commission.europa.eu/system/files/2022-05/2022-european-semester-csr-hungary_en.pdf
https://commission.europa.eu/system/files/2022-07/40_1_193993_coun_chap_hungary_en.pdf
https://commission.europa.eu/system/files/2022-07/40_1_193993_coun_chap_hungary_en.pdf
https://www.europarl.europa.eu/thinktank/en/document/IPOL_BRI(2023)741581
https://www.reuters.com/world/europe/polish-lawmakers-approve-judicial-reform-that-could-help-unblock-eu-funds-2023-01-13/
https://commission.europa.eu/system/files/2022-05/2022-european-semester-country-report-poland_en.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52017PC0835
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32020D2053
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32020R2094
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32020R2094
https://data.consilium.europa.eu/doc/document/ST-14430-2022-INIT/en/pdf
https://commission.europa.eu/strategy-and-policy/eu-budget/eu-borrower-investor-relations/newsletter_en
https://www.consilium.europa.eu/en/press/press-releases/2022/11/15/eu-budget-for-2023-council-and-parliament-reach-agreement/?utm_source=dsms-auto&utm_medium=email&utm_campaign=EU+budget+for+2023%3a+Council+and+Parliament+reach+agreement
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52020SC0320
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021SC0722
https://commission.europa.eu/document/download/63737a4d-af4c-4294-a5db-f7bb9e1d906e_en?filename=48_1_194008_coun_chap_poland_en.pdf
https://www.europarl.europa.eu/RegData/etudes/IDAN/2022/733728/IPOL_IDA(2022)733728_EN.pdf
https://www.europarl.europa.eu/meetdocs/2014_2019/plmrep/COMMITTEES/BUDG/DV/2023/01-30/Agendaitem11_PresentationI.Tsanova_EN.pdf
https://www.europarl.europa.eu/RegData/etudes/IDAN/2022/733728/IPOL_IDA(2022)733728_EN.pdf
https://www.transparency.org/en/news/cpi-2022-western-europe-eu-corruption-undue-influence-hurt-progress
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cover for the increased interest expenditure (average yield of NGEU long-term debt reached 1.1% end of 
2022, as compared to 0.14% end 2021). 

In the meantime, yields have slightly eased but remain significantly higher than in previous years. As the 
Commission acknowledges, 2023 will remain a very challenging year as monetary policy is expected to 
increment its tightening stance. Unforeseen costs will therefore have to be covered by the EU Budget for 
the rest of the ongoing Multiannual Financial Framework and beyond. Strikingly, as underlined in the above-
mentioned Commission's presentation, the whole yield curve along all maturities has shifted by 200 basis 
points. As the Commission's borrowing plans foresee new issuances of EUR 170 billion in 2023, any increase 
of 10 basis points in comparison with the yields of January 2022 means additional interest fees of EUR 
170 million for 2023 issuances alone.  

The impact of the ongoing inflation surge on RRF financing (according to Eurostat inflation in the EU reached 
an annual rate of 10.4% rate in December 2022) is not only limited to unexpected additional costs related to 
higher yields. It will also have a significant impact on the real value of funds made available by RRF related 
borrowing operations. Council Decision 2020/2053 on the system of own resources of the European Union 
that empowers the Commission to borrow funds on capital markets on behalf of the Union up to EUR 750000 
million in 2018 prices to address the consequences of the COVID-19 crisis, foresees that such amount shall 
be upwardly adjusted on the basis of a fixed deflator of 2 % per year.  

Such deflator was, until end of 2021, consistent with the historic evolution of price levels since the early 
nineties10. However, the inflation surge since the second half of 2021 has drastically changed the 
landscape. If one assumes as a baseline scenario the ECB’s December 2022 inflation outlook (6.3% for 2023 
and 3.4 for 2024) and if such expected figures are compounded with the realised annualised inflation rates 
for the EU of 5% at the end 2021 and a 10.4% at the end of 2022, this means that price levels by the end of 
2024 would increase by 27.4% since the end of 2020. A fixed 2% deflator would in contrast yield an 8.2% 
increase for the same period. This means in practice that the real value of RRF borrowed resources is already 
and will be a fortiori significantly lower than originally assumed. In a one hand, the overall real costs of RRF 
borrowing operations will be thus significantly lower than expected, but on the other hand committed 
funds will also have a much lower real economic value than originally assumed in the NRRPs as (mostly) 
drafted in 2021. 

In addition to the impact of inflation on the cost of RRF financing, recent attention has been driven by yield 
spreads between EU bonds financing RRF (as well as other NGEU programmes and SURE) and Member 
States’ sovereign bonds. A recent study by Bruegel pointed out that although a year ago the yields of EU 
bonds were in between those of Germany and France and despite the fact that EU bonds have a AAA rating, 
for long maturities their yields are now in between those of France and Spain11 (both have lower ratings 
than EU bonds, AA in the case of France and A for Spain). As for short maturities, the yields of EU debt are 
even higher than those of Spain and Portugal. The authors of the study conclude that such developments 
suggest that, “financial markets remain sceptical about the level of commitment to European integration. If 
markets believed the joint and several liability blindly, the rating should be at least as good as the best issuer.” 

                                                             
10 From a retrospective point of view, a 2% deflator would inflation since 1991until 2021 in the EU was around 1.9%, representing roughly a 

compounded 4% increase after 30 years. However and notably, if one adds a projected 10% inflation rate for 2022, the deflator implies already 
a meaningful decrease of such real value of maximum expenditure, as with the inclusion of 2022 average annual inflation reaches a 2.18% rate. 
be therefore consistent with a small 0.1 yearly increase in the real value of maximum expenditure allowed by a 2% fixed deflator as average  

11 See also the ECB recent bulletin on the subject matter. 

https://ec.europa.eu/eurostat/news/euro-indicators
https://ec.europa.eu/eurostat/news/euro-indicators
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32020D2053
https://www.ecb.europa.eu/pub/projections/html/ecb.projections202212_eurosystemstaff%7E6c1855c75b.en.html#toc7
https://www.bruegel.org/blog-post/do-financial-markets-consider-european-common-debt-safe-asset
https://www.ecb.europa.eu/pub/economic-research/resbull/2023/html/ecb.rb230116%7Ee55fb14a74.en.html
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Source: European Commission presentation in the BUDG committee of 31 January 2023; vertical axis is nominal interest rates and 
horizontal axis is maturity date of debt as at 25 January 2023. 

Table: Spreads of  10yr bonds in comparison to European bond 

 

Country Yield Spread
Germany (2.30% 15 Feb 2033) 2.24 -66
Denmark (0% 15 Nov 2031) 2.46 -45
Netherlands (0.5% 15 Jul 2032) 2.51 -39
Ireland (0.35% 18 Oct 2032) 2.68 -22
France (2.0% 25 Nov 2032) 2.71 -19
Finland (1.50% 15 Sep 2032) 2.77 -13
Austria (0.90% 20 Feb 2032) 2.80 -10
Belgium (0.35% 22 Jun 2032) 2.81 -9
EU Next Gen (1% 06 Jul 2032) 2.90 0
Portugal (1.65% 16 Jul 2032) 3.14 23
Spain (2.55% 31 Oct 2032) 3.23 33
Slovakia (4% 19 Oct 2032) 3.32 42
Slovenia (2.25% 03 Mar 2032) 3.44 54
Italy (2.50% 01 Dec 2032) 4.10 119
Czech Republic (1.75% 23 Jun 
2032)

4.59 169

Hungary (4.75% 24 Nov 2032) 7.87 497
Source: MTS European Bond Spreads (Time snapshot: 27/01/2023 - 5:29 PM CET)
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