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Romania's national recovery and resilience plan
(NRRP) represents an ambitious agenda of reforms
and investment aimed at mitigating the socio-
economic effects of the COVID-19, energy and cost-
of-living crises. The amended plan-approved by
the Council on 8 December 2023 - amounts to
€28.5 billion or 12.8 % of the country's 2019 gross
domestic product (GDP).! This includes the
Recovery and Resilience Facility (RRF) grants of
€12.1 billion (cut by 14.9 % following the June 2022
revision of the allocation), REPowerEU grants worth
€1.4 billion, the transfer of Romania's share
(€43.2 million) from the Brexit Adjustment Reserve
toits NRRP, and the RRF loan allocation already fully
committed under the initial version of the plan
(€14.9 billion). The measures in the plan, to be
implemented by 2026, also seek to facilitate the
country'sgreen and digital transition.

The new REPowerEU chapter comes with seven investment and two reform measures, which -
together with the remaining NRRP measures—devote €12.6 billion (44.1 % of the plan) to the green
transition. Digital projects have been endowed with 21.9% of the NRRP resources (excluding the
REPowerEU chapter). Romania has so far received €9.5 billion of RRF resources, including two
payments and the pre-financing. On 15 December 2023, the country submitted its third payment
request of €2 billion (net of pre-financing); the European Commission is currently assessing it.
According to the Commission's evaluation in the 2023 European Semester, implementation of the
NRRPis under way, albeit with a rising risk of delays.

The European Parliament continues to guarantee transparency and provide accountability for EU
citizens by engaging in interinstitutional dialogues on the implementation of the RRF and

scrutinising the Commission'swork.
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Country-specificchallenges

The Council has been adopting country-specific recommendations (CSRs) annually since the
introduction of the European Semester, with the Commissionassessing Member States' progressin
addressing the identified challenges. Member States were asked to address at least a significant
subset of the 2019-2020 recommendations through measures laid down in their NRRPs in order to
benefit from RRF funding.

The Councilrecommended a variety of measures to ensure the post-pandemicrecoveryand support
the green and digital transition in Romania. The 2019 and 2020 CSRs were concentrated around
eight domains: (i) public finances and taxation; (ii) pension system and long-term fiscal
sustainability; (iii) health; (iv) public administration, business environment and labour market;
(v) poverty reduction and social inclusion; (vi) education; (vii) research, developmentand innovation
(R&D&I); and (viii) green and digital transition.

Relative to green policies in particular, the government was recommended to contribute to
sustainable transport, low carbon energy usage, improved energy and resource efficiency, and
enhanced environmental infrastructure (including in the coal regions). On digital, the
recommendationsfocus on the developmentof digital service infrastructure.

In the area of public administration, business environment and the labour market, the Council
recommended enhancing the qualityand effectiveness of publicadministrationand ensuring legal
certainty, as well as strengthening the corporate governance of state-owned companies. It also
recommended improving social dialogue, ensuring minimum wage setting with objective criteria,
and developing flexible working arrangementsand job activationmeasures.

Fiscal CSRs called for Romania to correct theexcessive budgetary deficit and the deviation fromthe
adjustment path towards the medium-term budgetary objective, comply fully with the fiscal
framework and reinforce tax collection and compliance. The recommendations also aimed to
reduce the risks relative to the sustainability of public finances in the medium and long term, and
the sustainability of the pension system, including the long-term viability of the second-pillar
pension funds.

Several other recommendations concern thehealth system, such as improving the accessibility and
cost-efficiency of healthcare (including outpatient care) and increasing the resilience of the overall
system (specifically linked to health workersand medical products). Other recommendations asked
foranintroduction of the minimuminclusion income, and ensuringliquidity support for businesses
and households, particularly for smalland medium-sized enterprises (SMEs) and the self-employed.
In the education sector, which happens to be a major focus of the Romanian NRRP, the CSRs called
for the strengthening of skills and digital learning and ensuring equal access toeducation, including
vocational education and training and higher education.

In the context of the Commission's 2022 spring package, the Councilissuednew CSRs. For Romania,
the first (fiscal) recommendation reiterates the Council's recommendation under the excessive
deficit procedure and calls for a reduction of the excessive deficit by 2024 at the latest. The second
CSR stresses the need to continue with the implementation of the NRRP and finalise the
negotiations with theCommission on the 2021-2027 cohesion programmes. Finally, the third CSR is
energy-related and calls for less reliance on fossil fuels, deployment of renewables, improvements
in energy efficiency, and upgradesto energy transmission gridsand increased interconnection with
neighbouring Member States. The 2023 CSRs stroke a similar tone as the previous round of
recommendations, with additional emphasis onthe need to strengthen the administrative capadity
and to swiftly finalise the REPowerEU chapter. The Commissiondeemed the implementation of the
planas'under way', while also highlighting a growing risk of delays.
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Objectivesand structure of the plan

Romania officially submitted its original NRRP,  Figure 1 - Breakdown of funding by pillar

worth €29.2 billion, to the European
Commission on 31 May 2021. The two main
objectives embedded in the plan reflect the
need to ensure Romania's socio-economic
recovery and long-term development post-
COVID-19, while addressing structural
deficiencies and vulnerabilities. The country
also put a major focus on youth—under 'Next
generation’, the second most funded pillar of
the plan-thereby laying the ground for
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structural reforms and investmentin the educationsector. In line with the RRF Regulation, Romania
submitted on 8 September 2023 an amended NRRP containing a REPowerEU chapter. While not
removing any of the existing measures, the amendment brought about changes to 56 measures,
notably downsizing investment to account for the reduced grant allocation, supply chain
disruptions and inflation, as well as transferring some investments to the REPowerEU chapter (see
Table3 below). Romania also corrected 17 clerical errors identified in the original Council
implementing decision, which affected 16 measures. The overall worth of the amended plan equals
€28.5 billion (for more details on the financials, see 'Councilapproval and pre-financing).

The overall structure of the plan consists of seven pillars that are brokendown into 16 components,
to beimplemented through 114 investmentsand 66 reforms.? The pillars of the NRRP are described

below, while a more granular view of the planis shown in Table 1.
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'Green transition' aims to decarbonise the energy and transportsectors by focusing
on renewables, energy efficiency, water and waste management, biodiversity and
sustainable mobility. The latter, in particular, represents roughly half of the pillar's
cost, asit includes investments in railway and the trans-European transport network
(TEN-T). This pillar will support the greentransitionin all sectors of the economy.
'Digital transformation' focuses on the development of digital public services
benefiting both citizens and businesses. The planned reforms and investment address
challenges relative to connectivity, cybersecurity and digital skills.

'Smart, sustainable and inclusive growth' includes measures concerning tax
administration, the taxsystem, the budgetary frameworkand the sustainability of the
pension system. The pillar also looks to improve the business climate, specifically in
the R&D&l sector.

'Social and territorial cohesion' seeks to introduce green and digital policies in the
area of urban mobility, as wellas in the tourism and culturaland creative sectors.The
measures also focuson boosting territorial cohesion.

'Health and economic and social resilience' envisages measures that will increase
the quality of and access to healthcare, and upgrade health infrastructure. Reforms
and investments in publicadministrationare also envisaged, notably in relation tothe
effective functioning of the justice and anti-corruption systems, and better
governance of state-owned enterprises.

'Next generation' puts forward reforms andlarge-scale investmentsin the education
and training sector. The measures are expected to improve the quality of education
and training while being aligned with labour market needs.

'REPowerEU' promotesRomania's green transition by focusing onrenewable energy,
diversifying the country's energy supplies, boosting its energy efficiency, and
reskilling and upskilling its workforce in the field of green energy. It also aims to end
dependency on fossil fuels.
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As displayed in the 'Overall resources' graphic on page 1, 44.1 % of Romania's revised plan is
devoted to green actions (+ 3.1 percentage points from the original plan), thus exceeding the
minimum threshold of 37 % warranted under the RRF Regulation. Digital actions constitute 21.9%
of the planned expenditure excluding the REPowerEU chapter, which is almost 1.5 percentage
points more compared with the plan's original version and almost 2 percentage points above the
minimum RRF threshold of 20 %. Several measures in the NRRP are expected to contribute to
horizontal priorities, namely to safeguarding equality and social inclusion (i.e. gender equality,
minorities, vulnerable people such as people with disabilities, and elderly people).

Table 1 - Components of Romania's NRRP
RRF funding | Share of

Pillar (P) Component (C) (€ billion) NRRP
C1: Water management 14 5.0%
C2: Forests and biodiversity protection 0.9 32%
C3: Waste management 1.2 43 %
C4: Sustainable transport 74 259 %
C5: Renovation wave 22 7.7 %
C6: Energy 0.8 2.7 %
P2:Digital C7: Digital transformation 1.8 64 %
transformation
P3:Smart. sustainable (8: Tax and pension reforms 0.5 1.6 %
and inclusive growth C9: Business support, R&D&I 24 8.6 %
. (o)
P4 Social and C10: Local fund 1.8 6.4 %
territorial cohesion C11: Tourism and culture 04 1.6 %
C12: Healthcare 1.7 6.0 %
P5:Health and
cceneriic nel sl C13: Social reforms 0.2 0.7 %
resilience C14: Good governance 0.2 0.6 %
P6: Next generation C15: Education 35 123 %
P7: REPowerEU C16: REPowerEU chapter 20 7.1 %

Data source: European Commission, SWD(2021) 276 and SWD(2023) 382.

Reforms

Romania's NRRP includes 66 reforms spread across seven pillars (see Figure 1) that, together with
the plannedinvestment, aim to make the country'seconomy moreresilient,green and digital.

Most of the reforms (around 29 %) are planned within the 'Health and economic and social
resilience' pillar (P5). Some of these measures referto capacity building in the health sector (health
management and human resources), reforming the protection system for adults with disabilities,
andthefightagainst corruption.

The 'Green transition'pillar (P1) comes with roughly 23 % of the total intended reformsand includes
measures to strengthen the regulatory framework for sustainable management within the water
and wastewater sector, develop a new national forest strategy (thus reforming the forest
management and governance systems), and improve corporate governance of the state-owned
enterprises in the energy sector.
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Roughly 17 % of reform measuresbelong tothe 'Smart, sustainable andinclusive growth'pillar (P3),
which includes actions in fiscaland pension systems, and thoseenhancing thebusiness climate.

Therest of thereformmeasures aredistributed among the four remaining pillars (P2, P4, P6 and P7).
The REPowerEU chapter (P7) brings about two new reforms, namely creating a legal framework for
the use of state land as acceleration areas for investment in renewable energy sources (RES) and
setting up one-stop shops (OSS) to provide energy advisory services for energy efficiency
renovations and energy production from renewable sources for prosumers. Additional reform

examples across the NRRP are presented in Table 2.

Table 2 - Examples of reforms to receive support under Romania's NRRP

Data source: Annex to the Council implementing decision.
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Investment

The Romanian NRRP contains 114 investment measures. The 'Green transition' pillar (P1) is the
leading pillar with respect to both the absolute number of planned projects (around 25 % of the
planned investment) and the funding needs (49 % of the entire financial allocation). Likewise, most
large investment endeavours —such as the modernisation of the railway infrastructure or the
development of the TEN-T network's sustainable road infrastructure — is concentrated within that
same pillar.

In terms of endowed resources, the 'Next generation' (P6) and 'Smart, sustainable and inclusive
growth' pillars (P3) follow, with respective shares of more than 12 % and 10 %. The two pillars
combined represent over 33 % of all investment projects (in absolute figures). The planned
investment under the novel REPowerEU chapter focuses on projects that aim to accelerate the
deployment of RES, foster energy efficiency renovations and boost the requalification of the
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workforce towards green skills. The remaining investments and financing are distributed among
pillars P2, P4 and P5. Table 3 below lists the largest investment projects per pillar and their
corresponding RRF funding, with examples of activities to be undertaken. It is followed by an
overview of the 10 largest projects.

Table 3 - Largest measuresto be supported under each pillar of Romania's NRRP
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o I 06
by administrative territorial units (P4)
Grant voucher scheme to make energy efficiency improvements to households (P7) | 0.5
Private sector aid schemes (P3) | 0.5

Data source: Romania's NRRP; annexto the Council implementing decision of 5 December 2023.

Governance

The European Commission deemed that the Romanian NRRP brings about a robust governance
system that ensures the implementation, monitoring and oversight of the plan. The functions and
tasks are properly defined and segregatedbetween and within different bodies, and in accordance
with their sectoral competences.

The Inter-ministerial Committee for Coordination (CICPNRR) is the body responsible for
coordinating the NRRP and following up its implementation at central level. The Committee works
closely with the Ministry of Investment and European Projects (MIPE), which acts as the national
coordinator for the development, negotiation, approval and implementation of the plan.

MIPE is in charge of signing the loan and financing agreements, controland monitoring of the plan,
verification of milestones and targets, and dealing with irregularities. It is also responsible for
drafting and sendingthe payment requestsand verifying claimsfrom the beneficiaries. The Ministry
of Public Finance (MFEP) assists MIPE with financial management tasks, while the line ministries
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guarantee the implementation of the reforms and investments within their remit and execute
financial planning and reporting as agreed with MIPE.

Moreover, on 22 May 2022, MIPE started establishing a Monitoring Committee for the NRRP
comprised of non-governmental organisations (NGOs). The Ministry concluded the selection
process by selecting 15 NGOs whose competencies arein accordance with the six pillars of the plan.

The Audit Authority is independent from the coordinating bodies and the implementing ministries.
The audit and control tasks include systems and substantive audit, thus ensuring (i) the
prevention, detection and correction of irregularities, and (ii) the correctness of pre-defined
milestones and targetsrespectively.

The Romanian Parliament and its technical committees have been included in the consultation
process prior tothe officialadoption of the NRRP. The plan's components were first presented to the
European Affairs Committee on 9 March 2021. A final presentation of the NRRPand a discussion in
the Romanian Parliament to accommodate the views of the opposition took place on 26 May 2021
before the plan was officially submitted to the European Commission.

Commission assessment

The Romanian NRRP received a positive assessment from the European Commission on
27 September 2021. All the criteria set out in the RRF Regulation were graded with the highest
possible rating (A), except for the costing criterion, which - similar to other countries' NRRPs -
received the medium score (B). The latter was due to providing cost estimates of a higher range
compared with the costs of similar projects, and lacking explanations for a limited number of
measures on howthe cost references were usedas

the basis for the estimates. After Romania Figure 1 — Commissionratings by criteria
submitted an amended plan, the Commission

issued its second positive assessment on Balanced response
21 November2023. The criteria and their  (ross-bordereffect
correspondingratings are shown in Figure 2.

Country-specific
recommendations

REPowerEU Growth, jobs

The Commission has judged the Romanian plan to
be largely comprehensive, with a fair balance of
investment and reforms addressing all six RRF
pillars.> The measures enshrined in the plan
adequately respond to the challenges identified Control
under the CSRs, including the fiscal aspects (see  systems
'Country-specific challenges’), thus warranting the Costing
same high grading. The revised NRRP comes with a
strong focus on education, digitalisation and the

greening of the economy, as well as on the social s £ c i<sion. SWD(2023) 382
. . . Ly . : , ( ) .
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thereforerelatively high,which reflects the A rating for the related criterion.

'Da no significant
harm' (principle)

Coherence

Green target

Digital target

(o3 O 0
Milestones and targets Lasting impact

The NRRP is expected to have a positive lasting impact on the economy (A rating), especially on
account of investmentin and reform of publicadministrationand institutions, including at the lower
levels of governance. The lasting effects will also stem from various other structural policies thataim
to regulate the use of natural resources and the environment, sustainable transport,
competitivenessandinnovation, education, healthcare and social protection and inclusion.

The green and digital objectives of the plan likewise come with the highest rating, as they surpass
the minimum required thresholdsfor such actions as definedin the RRF Regulation (see 'Objectives
and structure of the plan'). Such measuresrefer, for example, to the construction or modernisation
of electrified or zero-emissionrailways, and developinge-health and telemedicine systems. Adding
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to the green transition, no measure included in the plan is set to contradict the 'do no significant
harm' criterion relative to the environmental objectives (Taxonomy Regulation).

The new REPowerEU criterion received the highest rating (A), since all the measures presented in
the REPowerEU chapter are expected to contributeeffectively to energy security, the diversification
ofthe EU's energy supply, anincreasein the uptake of renewables, energy efficiency, an increasein
energy storage capacities,and the reduction of dependency onfossil fuels before 2030. The criterion
on cross-border or multi-country dimension or effect likewise received the highest rating, since
96.5 % of the total cost of the REPowerEU chapter comeswith a multinational character.

Milestones and targets have also beenassessed with the highest rating, as these, together with their
underlying qualitative and quantitative indicators, allow for the efficient follow-up of the NRRP's
implementation. Finally, the set-up control systems come with a robust structure and clear
distribution of roles and responsibilities, therefore meritingthe A grading.

Councildecision and pre-financing

The Council ofthe EU endorsed the initial Romanian NRRP by issuing its implementing decision on
26 October 2021.The annexto the Council implementing decision summarises all the reforms and
investments presented in the Romanian plan, and describes the arrangements and the timetable
for its monitoring and implementation. The underlying milestones and targets rest on qualitative
and quantitative indicatorsrespectively, as well as the other relevant metrics.

The plan envisages the use of both grantsand loans. As provided for in the implementing decision,
the part of the grant allocation for 2023 (roughly €4 billion) has been made provisional and subject
to a recalculation, based on actual outturn data from Eurostat. The updated data, released on
30June 2022, show that the 2023 allocation for Romania witnessed a downward revision to
€1.9 billion (a 14.9 % decrease in overall grant resources). Moreover, the amended RRF Regulation
as regards REPowerEU chapters*in the NRRPs has put roughly €1.4 billion in additional REPowerEU
grants at the country's disposal.

In its request to amend its NRRP, Romania has factored in those circumstances, together with the
transfer of Romania's share (€43.2 million) of the Brexit Adjustment Reserve to its NRRP, to which a
REPowerEU chapter was also added. With theseadditional resources, the overall worth of Romania's
amended plan amounts to €28.5billion, which the Council approved on 8 December 2023 by
adopting a newimplementing decision.

On 2 December 2021, the Commission paid Romania €1.8 billion in pre-financing under the grant
allocation. The €1.9 billion pre-financing relative to the loan provision followed on 13 January 2022.
The two pre-financing tranches —amounting to 13 % of both loan and grant initial allocations —
allowed Romania to kick-start the plan's implementation, notably by financing projects such as
railway infrastructure development, cyber and 5G network security, and increase in cash registers
connected to the taxauthority. The Council's secondimplementing decision on the amended plan
provided for a further 20 % pre-financing of the REPowerEU resources.” Romania presented a
request for this amount (roughly €0.3 billion) on 8 September 2023. The Commission disbursed the
requested sum on 25 January 2024. All the pre-financing received (initial and REPowerEU) is being
gradually cleared againsteach of theinstalments.

On 25 May 2022, the Commissionand Romania signed the operational arrangements for monitoring
and implementation of milestones and targets presented in the NRRP, which is a pre-condition for
submitting payment requests to the Commission. RRF funds can only be paid out to the Member
States after they have successfully fulfilled milestonesand targets embedded in a payment request.

European Parliament

Following the outbreak of the pandemic, the European Parliament was a major advocate of
launching a common EU recovery instrument, and established the RRF as co-legislator with the
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Council. Based on the RRF Regulation and the Interinstitutional Agreement (IIA) on budgetary
matters, Parliament can scrutinise the Commission's workin assessing national plans.

Within the Parliament, the Conference of Presidents has established a standing working group on
scrutiny of the RRF, comprising the Committee on Budgets (BUDG) and the Committee on Economic
and Monetary Affairs (ECON). This working group prepares and follows up on the recovery and
resilience dialogue that Parliament holds every two months with Commissionrepresentatives.

In addition, the lIA provides for dedicated interinstitutional meetings between Parliament, Coundi
and Commission on the implementation of the broader Next Generation EU (NGEU) recovery
instrument. These meetings are organised in camera at least three times a year. Through the
discharge procedure, Parliament also ensures democratic scrutiny of how NGEU resources are spent.

Milestonesand targets

The Romanian NRRPincludes 180 measures, to be implementedthrough the successful completion
of 263 milestones and 255 targets - qualitative and quantitative goals, respectively. As shown in
Figure 3, most milestones (65 %) are set for thefirst half of the implementation period (2021-2023),
while the considerably higher concentration of targets (92 %) is observable in the second half
(2024-2026). For both grants and loans, subsequent payments will be made in eightinstalments
subject to the satisfactory fulfilment of relevant milestonesand targets.

More than half (52 %) of the totalgrant allocation is set to be used by end-2023, while thereliance
on loan resources ispredominantly expectedas of 2024 (i.e. roughly 70 % of the total loan envelope).

To date, Romania has received €9.5 billion in

Figure 2 — Envisaged instalment schedule RRF resources (or 33.3 % of Romania's revised

NRRP): €4.1 billion in pre-financing (RRF grant
and loans and REPowerEU grants) and
€5.4 billion in regular payments (RRF grants

o 19 -2 and loans). The three payments were

conditional on the successful achievement of

O 49 . 2 66 milestones and four targets. However, two
milestones linked to the second payment

O 68 * 0 request have been deemed non-fulfilled by
the Commission, which led to a partial

O 3 ®* 11 payment suspension of €53.4million (see
annex). The third payment request of

O 3 ® 3 egbillionsin grants and loanswas submitted
tothe Commission on 15 December 2023.The

O . 50 request is expected to includejustificationsfor

the achievement of 68 milestones and six

° B . »2 targets across different sectors. The examples

o 9 99 of milestones include signing 50 % of work
contracts linked to the investment

'‘Modernisation and renewal of railway

infrastructure' (non-repayable support), and

entry into force of legislative amendments to
streamline, simplify and fully digitalise business-related procedureslinked to the reform'Legislative
transparency, de-bureaucratisation and procedural simplification for businesses' (repayable
support). Examplesoftargets to be achieved referto the selection of entities for participation in the
cross-border, multi-country project on the development of low-power processors and
semiconductor chips (investment; repayable support), and reaching 30 % of desk audits by the tax
administration (investment 'Improving taxand taxadministration processes, including through the
implementation of integratedrisk management’, non-repayable support).


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020Q1222(01)&from=EN#page=15
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Views of Romanian stakeholders

The RRF Regulation stipulates that a summary of the consultation process conducted in line with
the national legal framework must be included in the plan.In addition to opening the discussions
onthe NRRPinthe RomanianParliament (see 'Governance'), various stakeholders contributedto the
plan's make-up. Since the launch of the consultations in February 2021, there have been 13 public
debates with 3900 citizens. Overall, the Ministry of Investment and European Projects received
1700 proposals for updating the NRRP, of which 1470 came from the publicdebates.

The Romanian Farmers'Club have expressedtheir supportfor the reform programme proposals by
the Ministry of Agriculture and Rural Development to be included in the NRRP. These referred to
measures aimed at efficient water and soil management, namely through the rehabilitation and
modernisation of irrigation and drainage systems, and combating soil erosion. The Club viewed
these actions as an opportunity to contribute to the environmental goals of the EU as a whole, as
well as boosting the resilience of Romaniancompaniesin the sector.

The National Council for SMEs (CNIPMMR) appeared to be more critical of the plan, stressing that
the measures enshrinedinit are below the actualfinancing needs of the sector and that only some
SMEs that need support would benefit from it. The Coalition for Romanian Development was also
critical, calling for more transparency and consultation during the implementation of the fiscal
measures embedded in the plan, as these continue to pose significantchallenges.

The American Chamber of Commerce in Romania pointed out that the NRRP represents a historic
opportunity to address various challenges the country is facing- from political and regulatory
instabilities affecting all sectors, to pressure frominflation and interest rates. They see the plan as a
tool to bridge the gaps in the country's strategic areas and to accelerate towards a sustainable
development of Romania's economyand society. The Chamberalso follows up the implementation
phase ofthe plan and provides a platform for further dialogue.

Expertdebate

The World Bank acknowledged the NRRP's potential to achieve post-pandemicrecovery andrender
the Romanian economy greener and more digitalised. The Bank identified five key areas where
reforms are pending: tax policy and administration; increased public investment; sustainability of
the pension fund; restructuring of state-owned enterprises; and social protection and strategic
investment in people's skills, infrastructure and public services. These challenges largely coincide
with those identified by the Commission (see 'Country-specific challenges’).

By the sametoken,the Organisation for Economic Cooperation and Development (OECD) called for
effective implementation of the plan and echoed the need for reforms in the above-mentioned
areas.In addition, the OECD stressed thatthe RRF resources should be funnelled towards measures
aimed at productivity growth, job creation, strengthening the rule of law, and developing a stronger
competition and regulatoryframeworkto improve the business environment.

On public investment, in particular, the European Bank for Reconstruction and Development has
already seen some RRF resources being invested in large infrastructure projects, notably the
construction of the highway linking Bucharest with the Moldova region (to be completed by 2024).

The milestone covering the introduction of the law on whistle-blowers' protection, included in
Romania's second payment request, has received some criticism. The European Public Prosecutor's
Office claimed that the earlier drafts of the legal text offered little protection to whistle-blowers, thus
further discouraging them from acting. While the passed law eliminated some of the contested
rules, the Follow the Money platform’ for investigative journalism argues that the law still cannot
ensure a sufficiently effective response to anonymous reporting.
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ENDNOTES

' The graphics and tables in this briefing are based on data from the revised Romanian NRRP, the
Commission's assessment of the revised plan, and the annex to the Councilimplementing decision. Data
used reflect their source at the time of extraction and there may be discrepancies between data from
different sources and rounding differences.

2 The Commission counted 111 investments and 66 reforms.

3 The six RRF pillars are: (i) green transition; (ii) digital transformation; (iii)) smart, sustainable and inclusive
growth; (iv) social and territorial cohesion; (v) health,and economic, social and institutional resilience; and
(vi) policies for the next generation.

4 On18May 2022,the Commission proposed the REPowerEU plan. The agreement between Parliament and
Council includes amendments to the RRF Regulation that will top up the RRF grant envelope with an
additional €20 billion for new REPowerEU chapters containing novel or reinforced energy-related
measures. The distribution key for these new resources will consider cohesion policy, Member States
dependency onfossil fuels and the increase of investment prices. Moreover, Member States will be able
to transfer voluntarily an additional €5.4 billion in grants from the Brexit Adjustment Reserve. Sums still
available for RRF loans can also be used to finance REPowerEU chapters.

> The REPowerEU pre-financing can be paid out in maximum two instalments at the latest one year after
the entry into force of the new Councilimplementing decision.

6 The Commission reported that the value of the third payment request (grants and loans) is equal to
€2 billion (net of pre-financing, including the REPowerEU pre-financing).

7 See P.Teffer, 'Cash for reforms? Hard choices yet to come for EU's recovery fund', FTM, 2023 (paywalled).
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Annex - Paymentsreceived by Romaniaso far

Romania received €2.7 billion of pre-financing for grants and loans in two separate tranches.In
addition, it has so far received two payments for both grants and loans (see Table 4 below for
details), based onresultslinked to various reform andinvestmentmeasures in areas such as energy
efficiency, sustainable mobility, digital transformation, water management, healthcare, taxation and
pensions, education, justice and the fight against corruption. Romania submitted the first payment
request to the Commission on 1June 2022. The request was conditional on successful achievement
of 19 milestones and two targets. The latter involved decommissioning of the coal-fired power
generation capacity and increasing the number of cash registers connected to the tax authority.
Examples of milestones included the adoption of the strategy for railway infrastructure
development (2021-2025), accompanied by the action plan for its implementation; the entry into
force of the new national anti-corruption strategy; and the adoption of the national strategy on
cybersecurity (2021-2026). After a positive preliminary assessment of the payment requestfromthe
Commission and subsequent endorsement by the Council's Economic and Financial Committee
(EFC),Romaniareceived therequestedresourceson 27 October 2022.

Romania submitted the second payment request of €2.8 billion (net of pre-financing), containing
49 milestones and two targets, on 16 December 2022. The grant partof thatrequest, which is worth
€1.9 billion (net of pre-financing), included one of the two targets, namely awarding educational
establishments with grants. This targetis linked to the investment measure aiming to reduce the
risk of dropout students (NRRP component oneducation).One example of a grant-related milestone
refers to the introduction of the law on whistle-blower protection, which concerns the reform on
stepping up thefight against corruption (NRRP componenton good governance).

The loan part of the request, worth €0.9 billion (net of pre-financing), is linked to the other target,
i.e. defining sites to be included in the cultural routes as part of the investment on promoting
12 touristicand cultural routes (NRRP component on tourism and culture). One example of a loan-
related milestone included in the request concerns the enactment of a legislative act on the
implementation of the national housing strategy and an action plan to decrease severe housing
deprivation. This milestone is linked to the reform designed to improve housing quality under the
NRRP pillar on socialand territorial cohesion.

The Commission endorseda partially positive assessment of the payment request on 27 June 2023 -
with two milestones (129 and 133) relating to energy investmentsunder the loan requestdeemed
unsatisfactory-andforwarded its assessmentto the EFCfor opinion.For the contested milestones,
the Commission initiated the payment suspension procedure (Article 24(6) RRF Regulation), under
which Romania had one month to send back its observations to the Commission. The Commission
calculated that, accordingits methodology, €53.4 million needed to be suspended until the country
makes sufficient progress towards achieving the two milestones (i.e. within the next six months).
Otherwise, the suspended amount will be lost. After suspending that amount, the Commission
disbursed €2.8 billion (rounded) in grants and loans to Romania on 29 September 2023. Romania
received the REPowerEU pre-financing of €0.3 billion on 25 January 2024.
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Table 4 - Romania's NRRP: Payments as of 25 January 2024

Net Share of
RRF allocation Payment Date resources
. total
(€ billion)

Grants Pre-financing 2.12.2021 1.9 15.7 %
1stinstalment 27.10.2022 1.8 14.8 %
2nd instalment 29.9.2023 1.9 15.7 %
REPowerEU pre-financing 25.1.2024 0.3 23%
Total grants paid sofar 5.9 46.3 %
Pre-financing 13.1.2022 1.9 12.7 %
1stinstalment 27.10.2022 0.8 54 %

Loans
2nd instalment 29.9.2023 0.9 6.0 %
Total loans paid so far 24.1 %

Source: EPRS, based on European Commission data. Rounding differences apply. Pre-financing (grants and
loans) is equivalent to 13 % of the initial allocation. REPowerEU pre-financing is equivalent to 20 % of the
REPowerEU chapter resources.

14



	Overall resources
	Objectives and structure of the plan
	Table 1 – Components of Romania's NRRP

	Figure 1 – Breakdown of funding by pillar
	Reforms
	Table 2 – Examples of reforms to receive support under Romania's NRRP

	Investment
	Table 3 – Largest measures to be supported under each pillar of Romania's NRRP

	Governance
	Commission assessment
	Figure 1 – Commission ratings by criteria
	Council decision and pre-financing
	European Parliament
	Milestones and targets
	Figure 2 – Envisaged instalment schedule
	Views of Romanian stakeholders
	Expert debate
	Annex – Payments received by Romania so far
	Table 4 – Romania's NRRP: Payments as of 25 January 2024


