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EEOLIEICHMT AHEZETRELLTEVRFICUTO 7T 2002569 5
il kdTnz,

o X7 —7v7 (Powerup) :¥FERMEDHZ 7V —vEii~ofE, HAETRE
TANF— DS L FIHOMEZX 2,

e U/ ~_—1} (Renovate) : NHERUCRMOEY)D T A F —2hHOWEZ X
%,

e UFx—v U 7a2—x) (Recharge and Refuel) : Ffen[RECTHIH LT
WA — b AREE LRI R T — > 2 v ORFIE, RO, AN AR @R
DILIRDIERD 7=, FEREDH 2 7 Y — v Effix HES 5,

e =247}t (Connect) : K774 "=, 5GAy N7 —2%E0DT, +C
DHIR & REEICEH 70— PNy P —e 22 RHicE k&5,

o YL (Modernise) : 7B Ay — v X (AEY R T 4 L EHRY X
TLEED) OTVEMLEED 5,

o AT —1AT v 7 (Scale-up) :BINDOEHKZ 7V FT —2XR—=ZADKEIK
ZHY . L7, Jeiml OFBATRER 7 Uk v Y DR R ED B

12

https://ec.europa.eu/info/sites/info/files/about_the_european_commission/eu_budget/mff_factsheet_agreement_en
_12.11_v3.pdf
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077 L2022 FETICAT5 B —uzEL, Wt sdbDTHS, ZDHb
2020 FFHIC 50 R —m AT 5,
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SO, REHE, HEEMARERZ &) BERY AT L3R, F/MRE O @R
BAARDEAMLENGENS,

1 . . .
3 https://ec.europa.eu/regional_policy/en/newsroom/coronavirus-response/
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Fv=— 27 BUfiE. Covid-19 D& b DiE % [URZEHINIGP T 4 L F —#
g7 & O RIA 2 Bl 0 —F L L CTRZED T T b, Bz i, 2019 FFiciz T v~ —
JENORNFEEOREL 2030 FFF CIC 4 FICHP T L2 a8 T AL ¥ — iK%
EDTEY, Zhid, Covid-19 OFED) L ORRFEEIC S Hilk$ 2 2 & 8 HfEE 1
Twb, 7vv—2%4F1F, Covid-19 EREHLKICDO VT, KIG (response : F5H) .
G5 (recovery : ), FEXEI (redesign : i) o 3BERECHIcd 5 2 & 2 Hi
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] (response : fill]) | DIHEIFEL LN TV,

B EOMEII U TORD LBV TH D, WTENDIEED L  EELREXTR
ELTkh, BEEECRLLZDDTIER Y,

14 . . . . . . .
https://www.euractiv.com/section/coronavirus/news/danish-corona-hit-firms-get-state-aid-to-pay-75-of-salaries/

15 https://www.bruegel.org/publications/datasets/covid-national-dataset/#denmark

1o https://platform2020redesign.org/countries/denmark/
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https://www.bdo.dk/en-gb/insights/covid-19/covid-19-subsidy-to-cover-fixed-costs

https://corporate.nordea.com/article/56456/denmark-economic-measures-to-tackle-the-corona-crisis

https://www.bdo.dk/en-gb/insights/covid-19/employers-can-now-apply-for-wage-compensation

https://ec.europa.eu/commission/presscorner/detail/en/IP_20_793

-14 -



e - PRALE

KEERAT TV = — 7 REESRIALR ¥ — 2%

FHARY - RIIEVIEE

- REHEEH 250 N E 7=

2R 3287 v — %
(#7 4,300 f=—w)

DAFE

- Covid-19 DEEIC X b
30% % 2 BIRIN L 7 o
712

- fEBERTIC @E O &g %
BT B

- F v — 7 BU O RIS T b

57 v~— 7 RS,
Covid-19 12 X Y 30%E D I &
Tholz, TRIERAARLRD B4
I 2 R O RITRE I
80% % CIRAEZ 52 5, R
TICX 2ERNRE R,

250 % DKK
(# 34 {Z EUR)

HNMRER T T v~ — 2R ESRIER ¥ — 2%

FHARY - RIIEIEE

- PEE B 250 ALL
T, FREB 37217 m
—% (%75,000 Jj = —
7)) LUT. EERED
327 a—x ()
4,300 jz—m) LT D
HNZE

-+ BRC & FIRRDJFEALL 7272 L vl
E=dElv)

175 {& DKK
(# 24 {Z EUR)

WHEH A X — 4%
AR E

- T v~ — 7 Ol 3
OR4R2E. H/his
&)

- Covid-19 DFZEIC X Y 30% M |k
DI & 75 o7z, F 7T RIAR
DH LRI Z D TEE T
IS 2 PRI TRLE I
B2 80% DEREEZ 1 5

- 2020 4£ 12 A 31 HE TH®,

85 {& DKK
(#7 11 {Z EUR)

21

https://vf.dk/en/financing/covid-19-guarantee-for-large-companies/

2 https://vf.dk/en/financing/covid-19-guarantee-smes/

23

https://www.copcap.com/covid19-export-companies
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2 https://ec.europa.eu/commission/presscorner/detail/en/ip_20_2024
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|

o OfFEIE Covid-19 DB % /MU T 5 720 DI 2 fE TH Y . Covid-
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7o 0 BUE A WA S LY,

2021 4ED 7 4 ¥ T v FEUFO FEEHE X, Covid-19 Wi i< B L AR 22348 20 &
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DB RS T 5 & 0 BESE VAT R TV 5%, KPS T Y 2 1 Lol
. 4 v 7 7 OGSO RN 2D Covid-19 WSO A% B L L B 0 A
T3,

74V IV FBIfIR, HE - LYV v R T v e lAaGbE 3T, Fifinlfe
BRE7T 0 S LDEEREDTWAEY, FH - LYYV T v 275 v, 2021 4Ei
UDICHINBERICIRBINEZFEER>T WS, 74 v 7 v FEBURFIZ 2020 R 5
T, 2021 225 2023 FF COMICEUDEEL YV v 2 - 772 )T 4005 23

> https://tem.fi/en/-/elinkeinoministeri-mika-lintila-vahvistamme-edelleen-yritysten-koronan-aikaista-ja-jalkeista-

selviytymista

2 https://tem.fi/en/-/impacts-of-covid-19-support-on-companies-and-the-economy-to-be-extensively-assessed

27 X . . . .. . . . X .
https://tem.fi/en/-/tyo-ja-elinkeinoministerio-kaynnistaa-tarkastuksen-business-finlandin-myontamasta-

koronahairiotilanteen-rahoituksesta

28 https://tem.fi/en/-/draft-budget-of-ministry-of-economic-affairs-and-employment-for-2021-building-new-

growth-pathways

https://tem.fi/en/-/investments-in-rdi-activities-green-transition-and-digitalisation-in-the-focus-of-finland-s-

sustainable-growth-programme
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30 https://yle.fi/uutiset/osasto/news/finland_to_use_eu_stimulus_funds_to_cut_emissions/11669779

3 https://tem.fi/en/-/valtion-rahoitusta-yrityksille-koronavirustilanteessa-vahvistetaan-yritystukiin-miljardi-euroa

32

https://tem.fi/en/-/changes-in-business-finland-s-rdi-funding-due-to-covid-19

33 https://tem.fi/en/-/ministry-of-economic-affairs-and-employment-provides-an-updated-report-on-coronavirus-

support-to-companies

4 https://tem.fi/en/-/reimplementation-of-business-cost-support-proceeding

3 https://tem.fi/en/-/act-and-decree-on-support-for-business-costs-approved-368-eligible-business-sectors

6 https://tem.fi/en/-/hallituksen-esitys-kustannustuesta-eduskuntaan-toimialan-ja-yrityksen-litkevaihdon-lasku-

edellytyksena-tukeen
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37 https://tem.fi/en/-/hallitus-esittaa-jatkoa-toimille-joilla-on-tuotu-turvaa-ja-joustoa-tyomarkkinoille-korona-

aikana
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38 https://www.vero.fi/en/About-us/newsroom/corona-situation/corporate-taxpayers-and-employers/you-can-

request-a-payment-arrangement-for-your-company-with-eased-terms/

39

https://tyoelakelehti.fi/digilehti/022020/english-summary-20

10 https://www.finnvera.fi/eng/growth/current-news-for-smes
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41 X . . . .. . . . X .
https://tem.fi/en/-/tyo-ja-elinkeinoministerio-kaynnistaa-tarkastuksen-business-finlandin-myontamasta-

koronahairiotilanteen-rahoituksesta

4z https://www.ibanet.org/Article/NewDetail.aspx?ArticleUid=4CE72C13-F30D-4153-8A66-0B5C4D3C0ODF7

43 https://tem.fi/en/finnvera-export-financing

44 . g . e . .
https://www.tesi.fi/en/for-companies/stabilisation-financing/
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45 X . . . . . . . . .
https://tem.fi/en/-/koronaviruksen-vuoksi-lomautusten-ilmoitusaikaa-ja-yhteistoimintaneuvotteluiden-

kestoaikaa-lyhennetaan

46 https://www.ibanet.org/Article/NewDetail.aspx?ArticleUid=4CE72C13-F30D-4153-8A66-0B5C4D3CODF7

47

https://ec.europa.eu/commission/presscorner/detail/en/IP_20_966
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48

Décret n® 2020-325 du 25 mars 2020 relatif & I'activité partielle - Légifrance (legifrance.gouv.fr)

49

Ordonnance n° 2020-770 du 24 juin 2020 relative a I'adaptation du taux horaire de 'allocation d'activité partielle

- Légifrance (legifrance.gouv.fr)

50 . . . . . . .
https://www.economie.gouv.fr/covid19-soutien-entreprises/delais-de-paiement-decheances-sociales-et-ou-

fiscales-urssaf
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= —END Aukra iEfGFTE Brevik ST Z BB L. Vv —< =T OEMATICE W TDH
NEHIR % FhE L 72,

@ F¥BDy 7 N EHOHHE

COMEHILIE, 7 P OEHICET 3 HEMIBONAEL o, LoLARS,
fh D IEMRFT & Ak, (FEB oA E~DHAEERZ 720, v 7 b ~DEE LD
Sk PRI,

B EEHBROZEHEOA
T4 VHVT AT OEBEREICINIE, VARD icEB T 2 85& 01X - 72
bDOD, —EDEBIEAELTEHY, 2020 FRKFCIcIIEFILT 2 & INTWw3,

WAEIA Y F 7~ VARD 728 2020 4F 1-6 HIcfTo =& ARMHZHicow<T, HEo
e DR, EFERE S DGR, Tulcea i&fhAT (W —~==7) KBTI EE T 1L
DR DR Eo-oiIc Yy I EHHL TWw3,

150 https://www .fincantieri.com/globalassets/investor-relations/bilanci-e-

relazioni/2020/fincantieri_bilanciosemestrale2020_eng.pdf
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F7-. VARD %, 2020 7 H 10 HiC, Soviknes i&fihAT (/v = —) B
C. Ponant fHIZXT L T, k&M Explorer & ) — XD RiZ DAfifil & 72 % [Le Jacques
Cartier]| 5%75[ & L7z, 2OV Y =D 6 EFTTIF/ VY = — OEMATClE
Ih, bIFhric 2 ROl 2 EI L,

@ ZEF¥VELOERE

Covid-19 DI DZFD F v v 2 VIFER S L 2> o 72,

VARD 7' v — 713 2020 4 1-6 HiHic, Hridifn 2 £, SOV (FE LENFEED X
vIrh v AEMM) O0FE1EE2ED 16,400 T2 — o 32T ERL 7,
ZNIE. 74V A VT AT BTRHICOWTED =% M Lg% K3 2 DT
b5,

TAVAVTF ALY OWE - A ALF =583, 1-6 AN (2.6%) % i
L7 ORI 2019 KD 7 Ay = —EHN D Aukra E LT & O Brevik s& Al AT
D 2 A PTOMAASE, FERMOMEERKML T2, ZOHMHICLY VARD 71—
TILHEA L BRSSO /NN OIS EES HROR L, BEEEIC O VLT X
D FIZS R @ WP~ D EM D bz, ZOfER, VARD 3, Fv~—27 D%
Ttk A VAT v F (Orsted) 25 E 3% B8 Greater Changhua i FEUJ1 7 7 — 4
M1} SOV ORGH R EEICR T 2 ) O ZE L ESH L T b, TOZFET, VARD
X, HELEEAEIALF MO TEAL, 74V AV T AT Y BikD7%
ARG IC B AT L T B,

& @E., REE. fiEE o BUN SRR E o F &

VARD %, Innovation Norway (IH « EZPEZE - HUIHBHFIEE) 7 O ORE %15
720 /N7 = —BFIX. Innovation Norway O X HEHIEOXIR %, Covid-19 I X %
B Z T EICDILKRT 2EBERZIT>o T2,

6 Covid-19 D= JigHic D\
TA4VAVYT4ZY L, 2018 FEICHIME L 7= VARD O 7 7 v O Eliti & ke L

— T ORI 7 E~DBE KR — P 7+ VA DL ZEOHNETD 5,

VARD 7V — 713, Hiehav e 7 O L EE T v ADOEEZFHICERL
G ~0% Mt 7 v 2% +K— T 5HT, HHNOMBOLE %D T
W3, RIEHC, V—= =7 OEATIC 3\ T IHEIE O FrEER I [ 72 ¥ 03 BahE
ANz, ZORHHOFHURM X, 7@ 0Bl - HRED/KHEZ G2 L s L &

151 . . . . . . .
https://www.seatrade-cruise.com/news/vard-delivers-le-jacques-cartier-sixth-and-final-ponant-explorer-newbuild
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L EEMEREEERm EL, BT e 2 2 P ESBRIIT M T e 27 )
K ED 2 Z L HIET D TH %, VARD 172, $i7zIicS AL HEIREO
FRICBT 23774 v — L OBREETOML, BHEFE DR E AM(KIH D

7=l ok 2D T 3,
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3.

7 KONGSBERG (fifit%as. /v z—)

Kongsberg Maritime (KM) ¥, / A7 = —OHiT % KT Kongsberg Group

D 100% F+2HTH Y, 200 ERY DELEET 5, 34 »EHo 3 JTE %z % LA
o, FAFEESR e Y ) a— v a v R LT, ZoNRIZ, AviaT - ATV
a7, Ffh. 7y —, EE, IBREE, B, P —= v IR IR,

KA BT, Bl - A - VI X MR ERE~DRIEZ KD 72 DD,

Kongsberg Maritime & W G2 BIE 4152 R TE b o7z, 2D, [FttD
W - FEBHEDO 7L R Y ) = REDONREREZIICUTERY T DT 5,

@ Covid-19 FA% O MG

Kongsberg (% Covid-19 F&4# D 2020 4 3 H 18 HIC THICHEHK A M F O fEtnt

JGICOWT T2 %S 2 ERKL =, &

Ak~ D R O HIl

NI DEFHED VU E — ML

AN EE R~ D AGHIR o5

VR B 5 (F ¥ B Rl o Bl I o 3t SRt

HEREIC B 1T B P - B OMUE, AR E R

BURF /T 8E 5. RO EREASR % & o - NELE SRE

Covid-19 XL %2 HY 3 2 fatSE T - M 7 — L D S O3k 7" 7 v D
FE

¥ 72, A% Covid-19 DUBICEER AT IC T Y 2 vy — A OF|H O 7 2 K% X

D, LToEELZIT->72, THICBIL. Kongsberg 7' v — 7°® Kongsberg Digital
O _E#LEIHERE Vigleik Takle & (BHETF Y 24V ) 2 —3 a viHY) 13 [Covid-19 1%
BZOLLATHOT Y 2 IC T 2 RERFEE1ICR S ] Ll Twa, ¥

DPARL—Z—D) E— bIlia—2DRMHAEFE L, e T—=v . ¥
T = ARXT—FFE—FDFVEAY ) a— a VO A F4
VCAVY T ARLY « AV —F VR THAAYV »V— (K-CAT # v
TAVTRARX V) ORMEEPERIBL 7,

152

153

154

155

https://www.kongsberg.com/maritime/about-us/news-and-media/news-archive/2020/covid-19/

https://www.maritimeprofessional.com/news/kongsberg-digital-acquires-coach-solutions-359762

https://www.oedigital.com/news/479717-kongsberg-maritime-launches-remote-dpo-training

https://twitter.com/KOGMaritime/status/1244520238672199680
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WEREEOTDZ I FR—Z2Dy 2L —X—DFEZFBL 7=, ©*°
firfroMREm L2 =2 ) v DY Y a— a v D720 OFEBEE O iE
ZINF2HWT, 7v~—27DY 7 v 2 T¥ETH S5 COACH Solutions tf:
ZEHINL, Y7

¥ 72, Ao MBEERCEIC XX, FttowmFESMIzERERS S L b H
D, Covid-19 ICER 3 2 REFEHEIC X WV ERN» ORENEE L Z T AT
B, —#H7ay s bodil, EIRESZHERT 5720 D/EEE O —Ff K% 5
Jiti L7z

B DY L L CTiE. Kongsberg @ FEHHED 2020 4 1 H UKD Covid-19 D%
BUPRED» 72727, FichE, @EE, v v IFR-—ricbnTEAINL TS Z
&L KU, AFHECTKREREGEED LT 7 2=V — © REBBHIROH|RC %
HColRAEORE. Z OB TIHEEIC XY, Byl PRELL IR LY -
BT IAY BRI LIz EnEZLNS,

@ fFEEDY 7 FVEHEOHHE
Kongsberg |3@H 8 U OHZEMBE - MEFFEZER L 72 d DD, FHIEHEEE D I
OEE B OERRE OB N2 b — O FEM/ N 2TV, FthiEZ 07D EEED—
%%%%mtto#h TR DI R IZ, 2020 45 1 PUHHIC I3 700 AFEFE D - 7=
. [FI4EEE 3 PUEHATRIC 13 60 AFREE ICEME X Iz,

FtEZE 72, VE— MR E2IERL, BRI FR—bDOTFY ALY ) a—va vk
BAT 5 L, BRI o K EE & WiTL €. Zoftho 2 2 - HETEE %
AL,

® BEHEOEHD A

Kongsberg i M BHIRGEHROH T, [—HOBEEMEIMR VAR T w2 = 7 b 2l
L7zl EEX LTS, Fic, VARD 238, Kongsberg 3 2L T3 ¥ u T 3
v g v BEREMNAL [Yara Birkeland| ey = 7 F oFHa KIS HFHEINT VWS
%, Kongsberg (32D 7' my =7 +C, V¥ DA%, V-E— ML - BEHTO
AVvFrZv—vayv, BAMEE Ny TY — B AT L E2HELTWD,

156 https://seawanderer.org/kongsberg-develops-cloud-based-simulators-for-maritime-industry

157 https://www.marinelink.com/news/kongsberg-digital-acquires-coach-479811

158 .. . . . .
https://www.rivieramm.com/news-content-hub/news-content-hub/zero-emission-autonomous-ships-vital-links-

in-the-sustainable-logistics-chain-62265
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@ ZEFXrVELOHE
Kongsberg |3 MHBEIR3CE D H T, Covid-19 OFZEIC X b 2020 FFD AT & ANdE
BRI 2SS U Rt 0 HiBisZiE T 2020 4E55 1~58 3 PURHIICIE Y ~ 4 F A& H 5
EIL TV S, LA LAAL, 53 WRBIEEEIC B TR ICHEE 5~ 4 F %
DB I 7> - 7= L S Nz, KM R B AN & . Covid-19 1C X 2 HISRI
75 ORISR SHEL T 5, A0S I 72, 2020 OIS 121
{300 71 NOK (#1115 f>—m) 72 0. %78 LR CHRrdicn 3 2 2o
) 23 1.01 107 % L LT3,

2020 FEFDOFE SV E COF v v 1T 3.72 8 NOK (373,500 F=—nu) &It
BEHICAR W IKEE IS T 5T B, FDIFE A LT 2020 4E5 1 4 (3.36
% NOK (# 3,200 j=—nu)) LTw3,

2020 4E55 1 VUL 0 3 521413 48.13 5 NOK (1 4.5 =2 —w) T, 2019 45
1 iAo 23.06 {5 NOK (f) 2.1 =2 —m) % kEloTHbh ., 38 LEHEE 1.06
Zotz, HI1VEMIcE T 3ZFEoMMEEC, ([ vFZ/L—FyF -V Va—¥
av] & - vy y] O200FFEFHICHEKEL T2, RRKOEKIL 3 E
NOK (#7 2,800 /s =—1w1) T, Mystic Cruises tt~® 7 v — Xfify 3 & D Hm &M 17 1F
DM FEFEDOZIETH > 72,

INITMZT, 7782 —~—% v b EREOZTARIERMAZ LRl 72, 510U
MR DZFTIT 124 NOK (B 11 {52 —nv) 2 ko7,

2020 4E55 2 P o HiHA2iE 13 38.5 8 NOK (9 3.6 f§2—n) <, Xf5E L&kt
T 1.02 72072, 2019 4E56 2 WU HA O BIZ 1% 49.17 @ NOK (£ 4.6 £~ —
1) 7257z, 1-6 HHo#i#H 21T 86.63 {5 NOK (8.2 fE=>—w) ic kb, k5E
EEe T 1.04 72 5 72, 2020 4E5 2 VYRR ICHTAE RIBALE TR S M ON 72 o 1
[N ) FHEE D BT o7z, FRIC, RIS, Ocean Infinity koA 1F @
ROV (ki Fmr—v) Hor—vF/0) A0 =2 A7 LIBT3 5 23 % R0 CES
L7z, 772 —<—7 v FEEOHHZEIIRERPL CHEL, o, FES?2
VYR DB A B 72 5 72

2020 4EE 2 PUEHARRE S 023 IE 1211 NOK (W 115 @2—u) oz,
K F % v X FPUERIC 1,200 /77 NOK (8 110 2 —wv) 08k L 7=,
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2020 fE5 3 DU o FHAZEIE 34.39 2 NOK (#3282 —u) <, e k&
13 0.93 725 72, BIAERHICIZ 33.45 {8 NOK (#13.1 {82 —nu) # o7,
CEFEQME T, BEREMNDO YY) 2 —2 a Vv~DBELOEE ) RALNT,

2020 4EEE 3 PUHHIC 124 F 7 T Rimfrost 12 522 HEE L 7=, Z it
g A F 7 Jfufafn g, ke alRetE & BIRFIH O W <. FEREICB T 5 A
¥T IMOB - EEAITET L L ICHNT 2 E oA ST LDOTH B,

[F4ESS 3 DU I3 £ 72, BRI INED ASKO 2 6 2K 2 S L 72, 21T,
FERFI 200 Fkm @O b F v ZlikeY¥u s I vy a vyo BEREFNICE Xz 2 7
Bz bTHhY, FRRYE T e Y27 PATICE e T Iy v g v HEREG 2
ErZFE L7

B3 DU R S T, Fdt o231 118.26  NOK (#1122 —u) it k-
770 FEI3VUEHIO F ¥ 1T 2,400 JF NOK (#7220 F2—n) TH o7z,

& @i, REE. Wil %F o BN RIS E O F| A

BUN L RIS E ORI A MICE] L < Kongsberg & W RIZE#IS O md o7z, L2 L
B, HOEIC X, Fitkit, BHEERCBTLIEE - PL—= v oER Lk
ZHWE L7277 FR=ZXD ¥ 1 2L —%—D[AFMIFIC Innovation Norway X
h 2,400 77 NOK ()220 T2 —nm) Offifhe2HERL 7z,

© Covid-19 OFEEITEFICOWT

Kongsberg @ MHFIREIC X 5 & Covid-19 ICM)G T 2 72D TR I - f5iE
DOHFICIF—FRAEESES RO EH Mt T2 bornEEN S, 7z, [tk
3, CORERELIRL TR WD S5ROREZZTEORMOTHL, &
NIFHFICL o CHiEIC R 2 L IEfRL Ch 0, FEMOZESLT 72— —L' X
CDOWTHHICHUTIEE S & Lz, RELRAMEEHEDIR D . FllE, BRI, F
5. 2020 4E5F 4 PUEHHIC AR L 72 B $T 72 LRI D W Tl 3 5 o 13k CTHEEL
WEDTER L T B, [ARFIC, ST, FRL 2 X FHERICEE I 2 #l 2 fEfR < %
5L bR 7,

159 https://seawanderer.org/kongsberg-develops-cloud-based-simulators-for-maritime-industry
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3. 8 MAN ENERGY SOLUTIONS (ifif#8s. N4 V)

MAN ES (MAN ENERGY SOLUTIONS) &, 7 427 27 —% v AG Dlhififksx
tHTH Y, 250 EULOHEREET 2 BETH D, Atz P4V ICEE, T 120
ZHA 2R E R, 1774000 NBZEHA L CT»o, Ffto ERHERE, vy
K OBLESA O G, EHEER AT OF — LA TH B,

KFABICBWT, Bl A=V X 3B IR OVEBZE~DRZ 2 RKD7ZH DD,
MANES X VN REIEEZSL T EBTE R o7z, 2D, [AfOME - FE
BED 7L 2 Y ) — REDNAREWR O ILICUATEZRY T LTI,

@ Covid-19 FA% O ML
MAN ES iZ Covid-19 ~DHIGIC DWW TH FE D % L 2T LTy, B
DIEGE - FERICEOLK REBOHENEELERBL -db D eHfEEI NS,

@ F¥80y 7 FVEHOAHE
MAN ES (%, Covid-19 LABRIC/EZEY 7 P OEER LI N T3

Covid-19 1 & 2 ZFWICHIGT 2720, 2020 FFo BHA L v /EE B 1ot LR (LD
ﬁ%%ﬁ@mﬁﬁ%%éhfwéo%@%\%%¢4ﬁkf%%2ﬂ%%ib ¥
72. [F4ES5 Hic B4 Y ENBEZETRD 4,500 ADOREEEB It L € —REIg K % 58
7—:0 161

WITL CREBDYV E— T — 2 D, 5 HiIcli, 2REHEBOPENRY) =—
MK EIT o 72,

@ SLEHREOLAHE O
T ANT AT =7 D 2020 FEPUFIAERERRICL B & Fﬁ%ﬁ%mkﬁé%%
X, 2020 4F 1-9 H#ic BT, Bi4EREH & R CHEFICHRIB L 2, 2 ofRIICiX
oYy bOWHAEH. 572 (9=—Y) LHD, TDEIZ. MANES & 0% E/\
BOTHMER I N2, Frk X D 2Nl EoOFFM A ERIZE O Lk o 72,

160 https://www.volkswagenag.com/presence/investorrelation/publications/interim-reports/2020/Q3_2020_e.pdf

tol https://www.br.de/nachrichten/bayern/man-energy-solutions-keine-kuendigungen-waehrend-der-

kurzarbeit,RygtM3m
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INICBIL T, FZERAERT (9<—=) TUTBBRLTEY, Covid-19 ©
WA X BFEER, BEAMEKRO = —X0EE 0 I X 2 amEE 0BT, U
IANF I 2 EMHRREOHE B I N TS

7N — R OZEIF B L7z, 72 *—ﬂ”f*— FDE A D UATK
CHEDNTE Y, FERBRBOHELALNLT VD,
BUFH Offif:. BUFIC X 2 EDBFEEN ) & 7o T, WERLEL T 5,
F7 v a THM Tk, RITOAERIER L FMZIC XY, 47> a 7l
A B 3 E B 2 7z,
2020 4F 1-9 A, FEERTE b ATFE R TR IR L 72, J)fkﬁrﬁ
X, Covid-19 DAL KIC X 2 HFRF~DFEIC L W IEI N TED
R fifits % —EHR L NI 2 L e o T B,
ﬁ@ﬁ%@?% L. #Hil (HFO) % % ofkffits = v o v O fF BT
FEoTWBA, &fafEm e L, ElErbT 27472 —x
»%wxﬁ§%$«@V7rﬁﬁmfw o KFE, Ny TV —, V=T
WM EHIALF— - V) a—2av~DEEIEL, vy FMEHDO
WERZITCwEbo0, ZREDR L L EE o ATREN: % K 2 {Hm
L T B,

@ ZEXxvEerLOFHE

2020 £ 5 A, MAN ES 7'V — 7Rt O LR EEH %59 % Jan Hoppe K I3 #H0E
BEEA M I o a A v Mo T, Ui TEICE Y, RO T vy 2 7 FAFy vk
NI olz b _TW3, LPLAEDBL, F¥yvELilho7z7 vy 27 D%
M. FEIC O W TIFIAL 2 I TN T 7R,

® @&, fRaE. #ibhe % o BUN SR IE o F A K
KHEHA 5 13 MAN ES 2SBURFSCIRISE 2 2072 £ 372 DS b hkd - 7,
LA L7%ad s, MANES (B oK% L Ccwb 2 e b, AMED
— Bk MY 2 BUNSE 2 Z O 72 REMED & 5,

©® Covid-19 D FEE J#HconT

MAN ES 1%, Covid-19 OB A U2 LHTL Y, #HHNTY X b 7FDOXE % EfT
LT 7z, MAN ES % 2020 4£ 7 A 22 HICHi 7= 72 %278t [Program for the
Future] #H KL T3, TNIFHDY R b 7EZKDIAALT 2018 F D EHNE %
R—=2C LoD, Covid-19 D& A EE L E L moTwb, MEIIUTOL B
THbH, '*

162 https://www.man-es.com/company/press-releases/press-details/2020/07/22/man-energy-solutions-launches-

program-for-the-future
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Wiele 7 a7 7 LIREDOFERN e fifi rlRetE DR Z HIES b 0 TH b |

BFENDILHPIC D7z 5 2 2 FHIFEKR CHFEHERFZE <, Btk %z Fike ] 6e
BRIAINF MDD Va—vay - a4 F—~ZEfxgd

HIET, 2030 £ CICHEYFEDT Y ETEZEE2ED 50%F T3
Lz HEET,

45 —moa X M ZEML, FEO7LF ) T4 IEREHEET,
Covid-19 O E % EE L., 2023 F£F TICHIIEERL F v v v 2 7 v —DKiER

HEH5,
N TR TENC B BRA L~ E Y OUE T RO~ ) v THoMgi
B 5.

WM RET 5 & L bic, WITERIREEE [RIUEDN | 1R 5,

Co7urT LAFEKERICE L., CEO ® Uwe Laubner i3 [Covid-19 i X ) 71—
e EENOFRETMDO L O KERITEZZ T TEH Y, 2023 FF Tlfamk
A DOKE~DEIFIZTED 2] La XAV FLTWw3,

70T ARREOHR T e 2 ZAD—TICOWTUTAREI LTS,
OMMIC 13 5 N EHIT

2020 4E 8 H3 Hic, HiR7e 20— & LTFA YEHNTI1,650 A, FA
YV LA T 950 A NEHIEZITH & &1 Xk b 2021-23 FicEF 4,000 /5=
—BDaRMHKERKIZ FETHD I L EFKRLZ, @

O7 N2 27 =% vi2 X 5 MAN ES D7 HIZHE D5 11

FEHDOEESHIHDF LAY Y —RITT, 7412 A7 —% v MAN ES
DFEHIGTH AFIE L 72 2 L BREB I N, BHI 7 A1V 7 AT =57 v AG I3 MAN
ES O5eHl % ZHE L T 7223, Covid-19 #2056 K O 7 0 & 2 DFE T % 85
TEZlE LT, TRICED AR ED 2024 FERETCEFEHEZREDED &
L. HEAEEK I%D BESEK S NI EEICIE, 2026 FETHEEINE L
THEI N,

O4 ¥V & Colchester T35EA$H
AN/ & R R L 0 (L2 BEHIC, Colchester T35 % 2020 4 11 H 5 H
ICBASA L 72, 1o

163 https://www.man-es.com/company/press-releases/press-details/2020/08/03/man-energy-solutions-publishes-

paper-outlining-key-points-of-restructuring
164

https://www.man-es.com/company/press-releases/press-details/2020/11/05/man-energy-solutions-confirms-

closure-of-colchester-site
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OANBHIRICEET 2 FlHOAE

2020 4F 12 H 9 H. ®ERE & @A OB cABHHO FIEAAZE I N Z
EERFEFRLZC, ABHIRICH 72> Tid, REX Y b, FHLERR E —fHRS
DX EIBLUTABHIEZED 2 2L TABEIRTWE, TOAEICOW
T, 7O FEEH TH % Michael Leppek K, LA WEE G > 72 D 13 E il
I X BREEHIgORBAREAZ & L, REMZIFHL T»5, FKE, K8
O = v 2 VIR S 2 ARFI S RIFICIE © e 72 & TR L REEIZ 10 4TI
HAR VIV~ A Ty P2y vicey 7 352 8 IckiL 7L IE

L(L‘%o 166

165 https://www.man-es.com/de/unternehmen/pressemitteilungen/press-details/2020/12/09/management-und-

betriebsrat-von-man-energy-solutions-einigen-sich-auf-interessenausgleich-und-sozialplan

166 https://www.br.de/nachrichten/bayern/man-energy-solutions-streicht-stellen-davon-800-in-augsburg,SIgsKh9
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3. 9 WARTSILA (fifI#%Es. 74 v 5V F)

WARTSILA 1%, fiff. REHBATEHFA 7H A 20« VY a— 2 v &gt
TEHER¥ETHD, ERFHXLLT MHAT 4 —€¥LVKRUEDF vy v, HHEXR
FEFEARIE S 2 T L, Bl - WS 2T LER D 5, MR 80 2ELLE, 200 L
FoWln kL, EAEEIL 19,000 ATH 5,

AFFICH VT, ER=ICBI L WARTSILA X Y [0&Z%2 B2 2 2 8 CTX 72, [Ft:
PO DOREZEMOPNARIEREFEZZICUT2E DT LTV S,

O Covid-19 FAEHZ DO IL LM

WARTSILA %, Covid-19 2334 L 72 2020 4E 1 Hic 2R OFEEFREZNR L L -
BT — L2 RE IR TCnDE, YF—2xPlic, REEBOME - 2, K
BRI 3 2 FHEMB D 72 DI AT 2 TR A RIfE L L T 5,

FEBDRYPEY R 7 {EBD 720D 7 b, LEEHIREL
BT T4 F = — v ORELICHIET b 70 DFESL KL
B, RREEFICE T 5 —F v 1y — L OF|H

U E— PEFEOHERE R P AN—F v LY — VI X B 2O ESE
IRFRSERS . — IR R EE o i
kavprzy b hatomHoREL., &L
FERZADO T vy =7 F OEH

INSOEAENIGICE V1 Ba—ooa X I A ERTE 3 L HIAAT
W3, TNz, BHEMREE & L CRHER O EEHR5 20%H R L. 2 0
% Covid-19 OWSEICTEL_ T B & & L7,

F 7. FAEWIGD 728 24 NGO Y & — b 3 — © 2235008 X LT\ 5108,

167 . . . . .. . .
https://www.wartsila.com/media/news/31-03-2020-wartsila-launches-actions-to-mitigate-the-impact-of-covid-

19-and-withdraws-its-market-outlook-2677695
168

https://www.wartsila.com/media/news/03-06-2020-wartsila-offering-new-remote-service-to-overcome-covid-

19-travel-restrictions
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@ F¥B80y 7 P EHOHE

WARTSILA 3, BRDOEEOHB ICHEEOHE 2 Sby 5 -0Ic, FiE & —HF
HKEFHALZEREL TS, 72770, 2L EoFEHICOWTIEIHSL 2L Twn
oy, 169

@ Sl HR QA O

BMZEA~pEZ D, WARTSILA (. Covid-19 LAFED 5] % 8 L ~ D 2%
[R/ANR] ZEELTw3, EICEWTYH, BEDOHERESIBR 5N TS5,
BIEAELTCWE7u Y7 R EELOFEMICOWTIEMRE DN TR, 7

EltkiZ £ 72, 202043 H20 HO 7L 2 Y Y — &I T, Covid-19 OFZEIC L b 5|
XELHECPCHZEDOWE~DT 72 A, Y—v 2D, ¥ 774 F2—v, v
AT AT RICEERD 5= Lih_T 5, T

@ ZiEF v VLD

Covid-19 D2 X v, WARTSILA (3ZiEICKE 8% % F 7=, 2020 4F 1-6
ABIC B W TR, FElZED 19%, ZFEKRD 12%, 22 ild L Tnwb, Fricy
N— AR DFENREE TR > T\W5E, 17

2020 4E 1-9 AHBAICIZ, ZiFEIX DT 505 B4 E 0 (2019 4E 1-9 H 0 323F
12655 #4)), TRTCOTEELMAL 7 A v b CRIFERE otz £/, HE~—7
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1. THE COVID-19 OUTBREAK, ITS IMPACT ON THE ECONOMY AND THE NEED FOR
TEMPORARY MEASURES

1.1.  The COVID-19 outbreak and its impact on the economy

1. The COVID-19 outbreak is a severe public health emergency for citizens and societies,
with infections in all the Union’s Member States. It is also a major shock to the global
and Union’s economies and a coordinated economic response of Member States and EU
institutions is crucial to mitigate these negative repercussions on the EU economy.

2. This shock is affecting the economy through different channels. There is a supply shock
resulting from the disruption of supply chains, there is a demand shock caused by lower
consumer demand and there is the negative effect of uncertainty on investment plans and
the impact of liquidity constraints for undertakings.

3. The various containment measures adopted by the Member States, such as social
distancing measures, travel restrictions, quarantines and lock downs are intended to
ensure that the shock is as short and limited as possible. These measures have an
immediate impact on both demand and supply, and hit undertakings and employees,
especially in the health, tourism, culture, retail and transport sectors. Beyond the
immediate effects on mobility and trade, the COVID-19 outbreak is also increasingly
affecting undertakings in all sectors and of all kinds, small and medium enterprises
('SMEs") as well as large undertakings. The impact is also felt on global financial
markets, in particular with concerns for liquidity. These effects will not be contained to
one particular Member State and they will have a disruptive impact on the economy of
the Union as a whole.

4. In the exceptional circumstances created by the COVID-19 outbreak, undertakings of all
kinds may face a severe lack of liquidity. Solvent or less solvent undertakings alike may
face a sudden shortage or even unavailability of liquidity. SMEs are at particular risk.
This can therefore seriously affect the economic situation of many healthy undertakings
and their employees in the short and medium term, while having also longer-lasting
effects by endangering their survival.

5. Banks and other financial intermediaries have a key role to play in dealing with the
effects of the COVID-19 outbreak, by maintaining the flow of credit to the economy. If
the flow of credit is severely constrained, economic activity will decelerate sharply, as
undertakings struggle to pay their suppliers and employees. Against this background, it is
appropriate that Member States can take measures to incentivise credit institutions and
other financial intermediaries to continue to play their role in continuing supporting
economic activity in the EU.

6. Aid granted by Member States under Article 107(3)(b) TFEU under this Communication
to undertakings, which is channelled through banks as financial intermediaries, benefits
those undertakings directly. Such aid does not have the objective to preserve or restore
the viability, liquidity or solvency of banks. Similarly, aid granted by Member States to
banks under Article 107(2)(b) TFEU to compensate for direct damage suffered as a result
of the COVID-19 outbreak! does not have the objective to preserve or restore the
viability, liquidity or solvency of an institution or entity. As a result, such aid would not
be qualified as extraordinary public financial support under the Directive 2014/59/EU of

! Such aid must be notified by Member States and the Commission will assess it under Article 107(2)(b) TFEU.
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the European Parliament and of the Council (the BRRD)? nor under the Regulation
806/2014 of the European Parliament and of the Council (the SRM Regulation)?, and
would also not be assessed under the State aid rules * applicable to the banking sector.®

7. If due to the COVID-19 outbreak, banks would need direct support in the form of
liquidity recapitalisation or impaired asset measure, it will have to be assessed whether
the measure meets the conditions of Article 32(4)(d) (i), (ii) or (iii) of the BRRD. Where
the latter conditions were to be fulfilled, the bank receiving such direct support would
not be deemed to be failing-or-likely-to-fail. To the extent such measures address
problems linked to the COVID-19 outbreak, they would be deemed to fall under point 45
of the 2013 Banking Communication®, which sets out an exception to the requirement of
burden-sharing by shareholders and subordinated creditors.

8. Undertakings may not only face insufficient liquidity, but they may also suffer
significant damage because of the COVID-19 outbreak. The exceptional nature of the
COVID-19 outbreak means that such damages could not have been foreseen, are of a
significant scale and hence put undertakings in conditions that sharply differ from the
market conditions in which they normally operate. Even healthy undertakings, well
prepared for the risks inherent to the normal course of business, can struggle in these
exceptional circumstances, to such an extent that their viability may be undermined.

9. The COVID-19 outbreak poses the risk of a serious downturn affecting the whole
economy of the EU, hitting businesses, jobs and households. Well-targeted public
support is needed to ensure that sufficient liquidity remains available in the markets, to
counter the damage inflicted on healthy undertakings and to preserve the continuity of
economic activity during and after the COVID-19 outbreak. Given the limited size of the
EU budget, the main response will come from Member States’ national budgets. EU
State aid rules enable Member States to take swift and effective action to support citizens
and undertakings, in particular SMEs, facing economic difficulties due to the COVID-19
outbreak.

20J L 173, 12.6.2014, p. 190-348.

30J L 225, 30.7.2014, Article 3 (1)(29) of the SRM Regulation.

4 Communication on the recapitalisation of financial institutions in the current financial crisis: limitation of aid to
the minimum necessary and safeguards against undue distortions of competition ("Recapitalisation
Communication™) (OJ C 10, 15.1.2009, p. 2), Communication from the Commission on the treatment of
impaired assets in the Community financial sector ("Impaired Assets Communication™) (OJ C 72, 26.3.2009, p.
1), Communication on the return to viability and the assessment of restructuring measures in the financial sector
in the current crisis under the State aid rules ("Restructuring Communication™) (OJ C 195, 19.8.2009, p. 9),
Communication from the Commission on the application, from 1 January 2011, of State aid rules to support
measures in favour of financial institutions in the context of the financial crisis (2010 Prolongation
Communication™) (OJ C 329, 7.12.2010, p. 7), Communication from the Commission on the application, from 1
January 2012, of State aid rules to support measures in favour of financial institutions in the context of the
financial crisis ("2011 Prolongation Communication™) (OJ C 356, 6.12.2011, p. 7), Communication from the
Commission on the application, from 1 August 2013, of State aid rules to support measures in favour of banks in
the context of the financial crisis (2013 Banking Communication™) (OJ C 216, 30.7.2013, p. 1).

> Any measures to support credit institutions or other financial institutions that constitute State aid in the
meaning of Article 107(1) TFEU, which fall outside the present Communication or are not covered by Article
107(2)(b) TFEU must be notified to the Commission and shall be assessed under the State aid rules applicable to
the banking sector.

& Communication from the Commission on the application, from 1 August 2013 , of State aid rules to support
measures in favour of banks in the context of the financial crisis, OJ C 216, 30.7.2013, p. 1-15.
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1.2.
10.

13.
11.

12.

13.

14.

15.

The need for close European coordination of national aid measures

Targeted and proportionate application of EU State aid control serves to make sure that
national support measures are effective in helping the affected undertakings during the
COVID-19 outbreak but also that they allow them to bounce back from the current
situation, keeping in mind the importance of meeting the green and digital twin
transitions in accordance with EU objectives. Likewise, EU State aid control ensures that
the EU Internal Market is not fragmented and that the level playing field stays intact. The
integrity of the Internal Market will also lead to a faster recovery. It also avoids harmful
subsidy races, where Member States with deeper pockets can outspend neighbours to the
detriment of cohesion within the Union.

The need for appropriate State aid measures

In the overall effort of Member States to tackle the effects of the COVID-19 outbreak on
their economy, this Communication sets out the possibilities Member States have under
EU rules to ensure liquidity and access to finance for undertakings, especially SMEs that
face a sudden shortage in this period in order to allow them to recover from the current
situation.

The Commission set out in the Communication on a Coordinated economic response to
the COVID-19 outbreak of 13 March 20207 the various options available to Member
States outside the scope of EU State aid control and which they may put in place without
the involvement of the Commission. These include measures applicable to all
undertakings regarding wage subsidies, suspension of payments of corporate and value
added taxes or social welfare contributions, or financial support directly to consumers for
cancelled services or tickets not reimbursed by the concerned operators.

Member States can also design support measures in line with the General Block
Exemption Regulation® without the involvement of the Commission.

In addition, on the basis of Article 107(3)(c) TFEU and as further specified in the Rescue
and Restructuring State aid Guidelines, Member States can notify to the Commission aid
schemes to meet acute liquidity needs and support undertakings facing financial
difficulties, also due to or aggravated by the COVID-19 outbreak®.

Furthermore, on the basis of Article 107(2)(b) TFEU Member States can also
compensate undertakings in sectors that have been particularly hit by the outbreak (e.g.
transport, tourism, culture, hospitality and retail) and/or organisers of cancelled events
for damages suffered due to and directly caused by the outbreak. Member States can
notify such damage compensation measures and the Commission will assess them
directly under Article 107(2)(b) TFEU.° The principle of ‘one time last time’!! of the

7 Communication from the Commission to the European Parliament, the European Council, the Council, the
European Central Bank, the European Investment Bank and the Eurogroup on Coordinated economic response to
the COVID-19 Outbreak, COM(2020) 112 final of 13.03.2020.

8 Commission Regulation (EU) No 651/2014 of 17 June 2014 declaring certain categories of aid compatible with
the internal market in application of Articles 107 and 108 of the Treaty, OJ L 187 of 26.6.2014, p. 1.

® Guidelines on State aid for rescuing and restructuring non-financial undertakings in difficulty, OJ C 249,
31.7.2014, p.1. The Commission has authorised various schemes in nine different Member States.

10 See for example, Commission decision SA. 56685, Denmark - Compensation scheme for cancellation of
events related to COVID-19,

https://ec.europa.eu/competition/state aid/cases1/202011/285054 2139535 _70_2.pdf.

1 See section 3.6.1 of the Rescue and Restructuring Guidelines.
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16.

Rescue and Restructuring Guidelines does not cover aid that the Commission declares
compatible under Article 107(2)(b) TFEU, since the latter type of aid is not “rescue aid,
restructuring aid or temporary restructuring support” within the meaning of point 71 of
the Rescue and Restructuring Guidelines. Therefore, Member States may compensate
under Article 107(2)(b) TFEU the damages directly caused by the COVID-19 outbreak
to undertakings that have received aid under the Rescue and Restructuring Guidelines.

To complement the above mentioned possibilities, the Commission sets out in this
Communication additional temporary State aid measures that it considers compatible
under Article 107 (3)(b) TFEU, which can be approved very rapidly upon notification by
the Member State concerned. Moreover, notification of alternative approaches — both aid
schemes and individual measures — remains possible. The aim of this Communication is
to lay down a framework that allows Member States to tackle the difficulties
undertakings are currently encountering whilst maintaining the integrity of the EU
Internal Market and ensuring a level playing field.

2. APPLICABILITY OF ARTICLE 107(3)(B) OF THE TREATY ON THE FUNCTIONING

17.

18.

19.

OF THE EUROPEAN UNION

Pursuant to Article 107(3)(b) TFEU the Commission may declare compatible with the
internal market aid ‘to remedy a serious disturbance in the economy of a Member State’.
In this context, the Union courts have ruled that the disturbance must affect the whole or
an important part of the economy of the Member State concerned, and not merely that of
one of its regions or parts of its territory. This, moreover, is in line with the need to make
a strict interpretation of any exceptional provision such as Article 107(3)(b) TFEU.*
This interpretation has been consistently applied by the Commission in its decision-
making.t

Considering that the COVID-19 outbreak affects all Member States and that the
containment measures taken by Member States impact undertakings, the Commission
considers that State aid is justified and can be declared compatible with the internal
market on the basis of Article 107(3)(b) TFEU, for a limited period, to remedy the
liquidity shortage faced by undertakings and ensure that the disruptions caused by the
COVID-19 outbreak do not undermine their viability, especially of SMEs.

The Commission sets out in this Communication the compatibility conditions it will
apply in principle to the aid granted by Member States under Article 107(3)(b) TFEU.
Member States must therefore show that the State aid measures notified to the
Commission under this Communication are necessary, appropriate and proportionate to
remedy a serious disturbance in the economy of the Member State concerned and that all
the conditions of this Communication are fully respected.

12 Joined Cases T-132/96 and T-143/96 Freistaat Sachsen, Volkswagen AG and Volkswagen Sachsen GmbH v
Commission, ECLI:EU:T:1999:326, paragraph 167.

13 Commission Decision 98/490/EC in Case C 47/96 Crédit Lyonnais (OJ L 221, 8.8.1998, p. 28), point 10.1;
Commission Decision 2005/345/EC in Case C 28/02 Bankgesellschaft Berlin (OJ L 116, 4.5.2005, p. 1), points
153 et seq.; and Commission Decision 2008/263/EC in Case C 50/06 BAWAG (OJ L 83, 26.3.2008, p. 7), point
166. See Commission Decision in Case NN 70/07 Northern Rock (OJ C 43, 16.2.2008, p. 1), Commission
Decision in Case NN 25/08 Rescue aid to Risikoabschirmung WestLB (OJ C 189, 26.7.2008, p. 3) and
Commission Decision of 4 June 2008 in State aid C 9/08 SachsenLB (OJ L 104, 24.4.2009, p. 34), and
Commission Decision of 6 June 2017 in case .SA.32544 (2011/C) Restructuring of TRAINOSE S.A (OJ L 186,
24.7.2018, p.25).
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20. Aid granted under section 3.1 may be cumulated either with aid under section 3.2 or
section 3.3, and with aid granted under section 3.5 of this Communication.*

3. TEMPORARY STATE AID MEASURES
3.1.  Aidinform of direct grants, repayable advances or tax advantages

21. Beyond the existing possibilities based on Article 107(3)(c) TFEU, temporary limited
amounts of aid to undertakings that find themselves facing a sudden shortage or even
unavailability of liquidity can be an appropriate, necessary and targeted solution during
the current circumstances.

22. The Commission will consider such State aid compatible with the internal market on the
basis of Article 107(3)(b) TFEU, provided that all the following conditions are met (the
specific provisions for the primary agricultural and the fishery and aquaculture sectors
are set out in point 23):

a. the aid does not exceed EUR 800 000 per undertaking in the form of direct grants,
repayable advances, tax or payments advantages; all figures used must be gross, that
is, before any deduction of tax or other charge;

b. the aid is granted on the basis of a scheme with an estimated budget;

c. the aid may be granted to undertakings that were not in difficulty (within the
meaning of the General Block Exemption Regulation®®) on 31 December 2019; it
may be granted to undertakings that are not in difficulty and/or to undertakings that
were not in difficulty on 31 December 2019, but that faced difficulties or entered in
difficulty thereafter as a result of the COVID-19 outbreak;

d. the aid is granted no later than 31 December 2020;

e. the aid granted to undertakings active in the processing and marketing of
agricultural products!’ is conditional on not being partly or entirely passed on to
primary producers and is not fixed on the basis of the price or quantity of products
purchased from primary producers or put on the market by the undertakings
concerned.

23. By way of derogation from point 22, for agricultural, fisheries and aquacultural sectors
the following specific conditions apply:

14 The temporary aid measures provided for by this Communication can be cumulated with aid falling within the
scope of the de minimis Regulation, OJ L 352, 24.12.2013.

15 As defined in Article 2 (18) of the Commission Regulation (EU) No 651/2014 of 17 June 2014 declaring
certain categories of aid compatible with the internal market in application of Articles 107 and 108 of the Treaty,
OJ L 187 of 26.6.2014, p. 1.

16 If the aid is granted in form of tax advantages, this deadline is not applicable and the aid is considered granted
when the 2020 tax declaration is due.

17 As defined in Article 2(6) and Article 2(7) of Commission Regulation (EC) No 702/2014 of 25 June 2014
declaring certain categories of aid in the agricultural and forestry sectors and in rural areas compatible with the
internal market in application of Articles 107 and 108 of the Treaty on the Functioning of the European Union,
0OJ L 193,1.7.2014, p. 1.

112



a. the aid does not exceed EUR 120 000 per undertaking active in the fishery and
aquaculture sector'® or EUR 100 000 per undertaking active in the primary
production of agricultural products®®; all figures used must be gross, that is, before
any deduction of tax or other charge;

b. aid to undertakings active in the primary production of agricultural products must
not be fixed on the basis of the price or quantity of products put on the market;

c. aid to undertakings active in the fishery and aquaculture does not concern any of the
categories of aid referred to in Article 1, paragraph (1) (a) to (k), of Commission
Regulation (EU) No 717/2014%;

d. where an undertaking is active in several sectors to which different maximum
amounts apply in accordance with points 22.a and 23(a), the Member State
concerned ensures, by appropriate means such as separation of accounts, that for
each of these activities the relevant ceiling is respected and that the highest possible
amount is not exceeded in total,

e. all other conditions in paragraph 22 apply. %

3.2.  Aidin the form of guarantees on loans

24. In order to ensure access to liquidity to undertakings facing a sudden shortage, public
guarantees on loans for a limited period and loan amount can be an appropriate,
necessary and targeted solution during the current circumstances.

25. The Commission will consider such State aid in the form of new public guarantees on
loans compatible with the internal market on the basis of Article 107(3)(b) TFEU
provided:

a. Guarantee premiums are set at a minimum level as follows:

Type of recipient

Credit risk margin
for a  1-year
maturity loan

Credit risk margin
for a 2-3 years
maturity loan

Credit risk margin
for a 4-6 years
maturity loan

SMEs

25bps

50bps

100bps

Large enterprises

50bps

100bps

200bps

b. As an alternative, Member States may notify schemes, considering the above table
as basis, but whereby maturity, pricing and guarantee coverage can be modulated
(e.g. lower guarantee coverage offsetting a longer maturity);

8Products listed in Annex | to Regulation No 1379/2013 of the European Parliament and of the Council of 11
December 2013 on the common organisation of the markets in fishery and aquaculture products, amending
Council Regulations (EC) No 1184/2006 and (EC) No 1224/2009 and repealing Council Regulation (EC) No
104/2000, OJ L 354, 28.12.2013, p. 1.

19 All products listed in Annex | to the TFEU with the exception of the products of the fisheries and aquaculture
sector, cf. previous footnote 18.

20 Commission Regulation (EC) No (EU) No 717/2014 of 27 June 2014 on the application of Articles 107 and
108 of the Treaty on the Functioning of the European Union to de minimis aid in the fishery and aquaculture
sector, OJ L 90, 28.6.2014, p. 45.

21 The reference to the definition of "undertaking in difficulty” referred to in point 22 (c) and footnote 15 and 30
shall be read as referring to the definitions contained in Article 2(14) of Regulation (EU) No 702/2014 and
Article 3(5) of Regulation 1388/2014 respectively.
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3.3.

The guarantee is granted by 31 December 2020 at the latest;

For loans with a maturity beyond 31 December 2020, the amount of the loan
principal does not exceed:

i.  the double of the annual wage bill of the beneficiary (including social charges
as well as the cost of personnel working on the undertakings site but formally
in the payroll of subcontractors) for 2019, or for the last year available. In the
case of undertakings created on or after 1 January 2019, the maximum loan
must not exceed the estimated annual wage bill for the first two years in
operation; or

ii.  25% of total turnover of the beneficiary in 2019; or

ii. with appropriate justification and based on a self-certification by the
beneficiary of its liquidity needs?, the amount of the loan may be increased to
cover the liquidity needs from the moment of granting for the coming 18
months for SMEs and for the coming 12 months for large enterprises.

For loans with a maturity until 31 December 2020, the amount of the loan principal
may be higher than under point 25(d) with appropriate justification and provided
that proportionality of the aid remains assured:;

The duration of the guarantee is limited to maximum six years and the public
guarantee does not exceed:

i.  90% of the loan principal where losses are sustained proportionally and under
same conditions, by the credit institution and the State; or

ii.  35% of the loan principal, where losses are first attributed to the State and only
then to the credit institutions (i.e. a first-loss guarantee); and

iii. in both of the above cases, when the size of the loan decreases over time, for
instance because the loan starts to be reimbursed, the guaranteed amount has to
decrease proportionally;

The guarantee may relate to both investment and working capital loans;

The guarantee may be granted to undertakings that were not in difficulty (within the
meaning of the General Block Exemption Regulation?) on 31 December 2019; it
may be granted to undertakings that are not in difficulty and/or to undertakings that
were not in difficulty on 31 December 2019, but that faced difficulties or entered in
difficulty thereafter as a result of the COVID-19 outbreak.

Aid in the form of subsidised interest rates for loans

26. In order to ensure access to liquidity to undertakings facing a sudden shortage,

subsidised interest rates for a limited period and loan amount can be an appropriate,

22 The liquidity plan may include both working capital and investment costs.

23 As defined in Article 2 (18) of the Commission Regulation (EU) No 651/2014 of 17 June 2014 declaring
certain categories of aid compatible with the internal market in application of Articles 107 and 108 of the Treaty,
OJ L 187 of 26.6.2014, p. 1.

114



necessary and targeted solution during the current circumstances. For the same
underlying loan principal, aid granted under section 3.2 and section 3.3 cannot be

cumulated.

27. The Commission will consider State aid in the form of subsidies to public loans
compatible with the internal market on the basis of Article 107(3)(b) TFEU provided the
following conditions are met:

a. The loans may be granted at reduced interest rates which are at least equal to the
base rate (1 year IBOR or equivalent as published by the Commission?*) applicable
on 1 January 2020 plus the credit risk margins as set-out in the table below:

Type of recipient

Credit risk margin

Credit risk margin

Credit risk margin

for a  1l-year |for a 2-3 years|for a 4-6 years
maturity loan maturity loan maturity loan
SMEs 25bps® 50bps?® 100bps
Large enterprises 50bps 100bps 200bps

As an alternative, Member States may notify schemes, considering the above table
as basis, but whereby maturity, pricing and guarantee coverage can be modulated
(e.g. lower guarantee coverage offsetting a longer maturity);

The loan contracts are signed by 31 December 2020 at the latest and are limited to

For loans with a maturity beyond 31 December 2020, the amount of the loan does

i.  the double of the annual wage bill of the beneficiary (including social charges
as well as the cost of personnel working on the company site but formally in
the payroll of subcontractors) for 2019 or for the last year available. In the case
of undertakings created on or after 1 January 2019, the maximum loan must
not exceed the estimated annual wage bill for the first two years in operation;

ii. 25% of the total turnover of the beneficiary in 2019; or

ii. with appropriate justification and based on self-certification by the
beneficiary’s of its liquidity needs?, the amount of the loan may be increased
to cover the liquidity needs from the moment of granting for the coming 18
months for SMEs and for the coming 12 months for large enterprises.

b.
C.
maximum 6 years;
d.
not exceed:
or
e.

For loans with a maturity until 31 December 2020, the amount of the loan principal
may be higher than under point 27(d) with appropriate justification and provided
that proportionality of the aid remains assured.

24 Base rates calculated in accordance with the Communication from the Commission on the revision of the
method for setting the reference and discount rates (OJ C 14, 19.01.2008, p.6.) and published on the website of
DG Competition at https://ec.europa.eu/competition/state aid/legislation/reference_rates.html.

25 The minimum all in interest rate (base rate plus the credit risk margins) should be at least 10bps per year.
26 The minimum all in interest rate (base rate plus the credit risk margins) should be at least 10bps per year.
2" The liquidity needs may include both working capital and investment costs.
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3.4.
financial institutions

28.

29.

30.

31.

3.5.
32.

f.  The loan may relate to both investment and working capital needs;

g. The loan may be granted to undertakings that were not in difficulty (within the
meaning of the General Block Exemption Regulation?®) on 31 December 2019; it
may be granted to undertakings that are not in difficulty and/or to undertakings that
were not in difficulty on 31 December 2019, but that faced difficulties or entered in
difficulty thereafter as a result of the COVID-19 outbreak.

Aid in the form of guarantees and loans channelled through credit institutions or other

Aid in the form of public guarantees and reduced interest rates pursuant to section 3.2
and section 3.3 of this Communication can be provided to the undertakings facing a
sudden liquidity shortage directly or through credit institutions and other financial
institutions as financial intermediaries. In the latter case, the conditions set out below
must be complied with.

While such aid is directly targeting undertakings facing a sudden liquidity shortage and
not credit institutions or other financial institutions, it may also constitute an indirect
advantage to the latter. Nevertheless, such indirect aid does not have the objective to
preserve or restore the viability, liquidity or solvency of the credit institutions. As a
result, the Commission considers that such aid should not be qualified as extraordinary
public financial support according to Article 2(1) No 28 BRRD and Article 3(1) No 29
SRM-R, and should not be assessed under the State aid rules applicable to the banking
sector?®,

In any event, it is appropriate to introduce certain safeguards in relation to the possible
indirect aid in favour of the credit institutions or other financial institutions to limit
undue distortions to competition.

The credit institutions or other financial institutions should, to the largest extent possible,
pass on the advantages of the public guarantee or subsidised interest rates on loans to the
final beneficiaries. The financial intermediary shall be able to demonstrate that it
operates a mechanism that ensures that the advantages are passed on to the largest extent
possible to the final beneficiaries in the form of higher volumes of financing, riskier
portfolios, lower collateral requirements, lower guarantee premiums or lower interest
rates. When there is a legal obligation to extend the maturity of existing loans for SMEs
no guarantee fee may be charged.

Short-term export credit insurance

The Communication from the Commission on short-term export-credit insurance® (the
“’STEC’’) stipulates that marketable risks cannot be covered by export-credit insurance
with the support of Member States.! As a consequence of the current outbreak, it cannot

28 As defined in Article 2 (18) of the Commission Regulation (EU) No 651/2014 of 17 June 2014 declaring
certain categories of aid compatible with the internal market in application of Articles 107 and 108 of the Treaty,
OJ L 187 of 26.6.2014, p. 1.

29 See point 6 of this Temporary Framework.

3'0J C392,19.12.2012, p.1-7

31 Marketable risks are commercial and political risks on public and non-public debtors established in countries
listed in the Annex to the STEC, with a maximum risk period of less than two years.
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33.

be excluded that, in certain countries cover for marketable risks could be temporarily
unavailable.®

In this context, Member States may demonstrate the lack of market by providing
sufficient evidence of the unavailability of cover for the risk in the private insurance
market. Use of the exemption concerning non-marketable risks envisaged in paragraph
18(d) of the STEC will in any case be considered justified, if:

a. a large well-known international private export credits insurer and a national credit
insurer produce evidence of the unavailability of such cover; or

b. at least four well-established exporters in the Member State produce evidence of
refusal of cover from insurers for specific operations.

4. MONITORING AND REPORTING

34.

35.
36.

37.

38.

Member States must publish relevant information® on each individual aid granted under
this Communication on the comprehensive State aid website within 12 months from the
moment of granting.

Member States must submit annual reports to the Commission.*

By 31 December 2020, Member States must provide the Commission with a list of
measures put in place on the basis of schemes approved based on this Communication.

Member States must ensure that detailed records regarding the granting of aid provided
for by this Communication are maintained. Such records, which must contain all
information necessary to establish that the necessary conditions have been observed,
must be maintained for 10 years upon granting of the aid and be provided to the
Commission upon request.

The Commission may request additional information regarding the aid granted, to verify
whether the conditions laid down in the Commission decision approving the aid measure
have been met.

5. FINAL PROVISIONS

39.

The Commission applies this Communication from 19 March 2020, having regard to the
economic impact of COVID-19 outbreak, which required immediate action. This
Communication is justified by the current exceptional circumstances and will not be
applied after 31 December 2020. The Commission may review it before that date on the
basis of important competition policy or economic considerations. Where this would be
helpful, the Commission may also provide further clarifications of its approach to
particular issues.

32 Section 4.2 of the STEC describes the exceptions to the definition of marketable risks for temporarily non-
marketable risk, while section 4.3 sets out conditions for providing cover for temporarily non-marketable risks.
Section 5 sets out the procedural requirements, in particular when a notification is required and what level of
proof is required.

33 Referring to information required in Annex 11 of the Commission Regulation (EU) No. 651/2014 of 17 June
2014 and of Annex Il of the Commission Regulation (EU) No 702/2014 and Annex Il of the Commission
Regulation (EU) No 1388/2014 of 16 December 2014.

3 0J L 140, 30.4.2004, p. 1-134.
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40. The Commission applies the provisions of this Communication to all relevant notified
measures as of 19 March 2020 even if the measures were notified prior to that date.

41. In accordance with the Commission notice on the determination of the applicable rules
for the assessment of unlawful State aid®* the Commission applies the following in
respect of non-notified aid:

a. this Communication, if the aid was granted after 1 February 2020;
b. the rules applicable when the aid was granted in all other cases.

42. The Commission, in close cooperation with the Member States concerned, ensures swift
adoption of decisions upon clear and complete notification of measures covered by this
Communication. Member States should inform the Commission of their intentions and
notify plans to introduce such measures as early and comprehensively as possible. The
Commission will provide guidance and assistance to Member States in this process.

%0J C 119, 22.5.2002, p. 22.
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State aid: Commission expands Temporary Framework to recapitalisation
and subordinated debt measures to further support the economy in the
context of the coronavirus outbreak *

Brussels, 8 May 2020
* updated on 8/05/2020, 20h25 with a new paragraph

The European Commission has adopted a second amendment to extend the scope of the State aid
Temporary Framework adopted on 19 March 2020 to enable Member States to support the economy in
the context of the coronavirus outbreak. This follows a first amendment adopted on 3 April 2020.

Based on these horizontal rules and in close cooperation with Member States, the Commission has to-
date approved an estimated €1.9 trillion in State aid to the EU economy - to provide urgently needed
liquidity for companies, save jobs, enable research and development and ensure the supply of products
to fight the coronavirus outbreak. This second amendment complements the types of measures already
covered by the Temporary Framework and existing State aid rules, by setting out criteria based on
which Member States can provide recapitalisations and subordinated debt to companies in need, whilst
protecting the level playing field in the EU.

Executive Vice-President Margrethe Vestager, in charge of competition policy, said: "We continue to
work closely with Member States to ensure that European businesses have access to urgently needed
liquidity. Our rules now also enable such support through subordinated debt. As the crisis evolves,
many businesses will also need capital to stay afloat. If Member States decide to step in, we will apply
today's rules to ensure that taxpayers are sufficiently remunerated and their support comes with
strings attached, including a ban on dividends, bonus payments as well as further measures to limit
distortions of competition. And for public transparency, large companies also have to report on the use
of aid received and compliance with their responsibilities linked to the green and digital transitions.
Because we have to uphold European values and the need for a level playing field to be able to bounce
back strongly from this crisis.

That's also why much more is needed than State aid control. We need a European recovery plan that is
green and digital and to the benefit of all European consumers. That's in the interest of all of Europe -
to make sure that this global symmetric crisis does not transform into an asymmetric shock to the
detriment of Member States with less possibility to help their industry and the EU’'s competitiveness as
a whole.”

Recapitalisation aid to companies

The emergency measures, which Member States have had to take to manage the coronavirus
outbreak, have affected the ability of many European companies to produce goods or supply services,
resulting in losses that have decreased their equity and reduced their ability to borrow on the markets.
This second amendment therefore expands the Temporary Framework to enable well-targeted public
interventions in the form of recapitalisation aid to those non-financial companies in need, to help
reduce the risk to the EU economy as a whole.

At the same time, the Temporary Framework sets a number of safeguards to avoid undue distortions of
competition in the Single Market. Furthermore, Member States are free to design national measures in
line with additional policy objectives, such as further enabling the green and digital transformation of
their economies or preventing fraud, tax evasion or aggressive tax avoidance.

(i) Conditions on the necessity, appropriateness and size of intervention: Recapitalisation aid
should only be granted if no other appropriate solution is available. It must also be in the common
interest to intervene, for example to avoid social hardship and market failure due to significant loss of
employment, the exit of an innovative or a systemically important company, or the risk of disruption to
an important service. Finally, the aid must be limited to enabling the viability of the company and
should not go beyond restoring the beneficiary's capital structure to before the coronavirus outbreak.

(ii) Conditions on the State's entry in the capital of companies and remuneration: The State
must be sufficiently remunerated for the risks it assumes through the recapitalisation aid. Moreover,
the remuneration mechanism needs to incentivise beneficiaries and/or their owners to buy out the
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shares acquired by the State using State aid to ensure the temporary nature of the State's
intervention.

(iii) Conditions regarding the exit of the State from the capital of the companies concerned:
Beneficiaries and Member States are required to develop an exit strategy, in particular as regards large
companies that have received significant recapitalisation aid from the State. If six years after
recapitalisation aid to publicly listed companies, or up to seven years for other companies, the exit of
the State is in doubt, a restructuring plan for the beneficiary will have to be notified to the
Commission.

(iv) Conditions regarding governance: Until the State has exited in full, beneficiaries are subject to
bans on dividends and share buybacks. Moreover, until at least 75% of the recapitalisation is
redeemed a strict limitation of the remuneration of their management, including a ban on bonus
payments, is applied. These conditions also aim at incentivising the beneficiaries and their owners to
buy out the shares owned by the State as soon as the economic situation allows.

(v) Prohibition of cross-subsidisation and acquisition ban: To ensure that beneficiaries do not
unduly benefit from the recapitalisation aid by the State to the detriment of fair competition in the
Single Market, they cannot use the aid to support economic activities of integrated companies that
were in economic difficulties prior to 31 December 2019. Moreover, until at least 75% of the
recapitalisation is redeemed, beneficiaries, other than small and medium-sized enterprises (SMEs), are
in principle prevented from acquiring a stake of more than 10% in competitors or other operators in
the same line of business, including upstream and downstream operations.

* Under this amendment, Member States can notify recapitalisation schemes or individual aid
measures. When approving a scheme, the Commission will request the separate notification of aid to a
company above the threshold of €250 million for individual assessment. Companies that were already
in difficulty on 31 December 2019 are not eligible for aid under the Temporary Framework.

Public transparency and reporting: If recapitalisation aid is granted to beneficiaries as part of
schemes, Member States have to publish details on the identity of the companies that have received
aid and the amount within three months of the recapitalisation. Furthermore, beneficiaries, other than
SMEs, have to publish information on the use of the aid received, including on how the use of the aid
received supports the company's activities in line with EU and national obligations linked to the green
and digital transformation.

The Commission recognises that in the upcoming recovery phase, companies will likely require
additional large-scale private and public investments to meet the challenges and seize the
opportunities of the green and digital twin transitions. In this context, the Commission notes that this
amendment to the Temporary Framework complements rather than replaces existing possibilities
under EU State aid rules for Member States to provide support. Furthermore, as already announced in
the Commission's Communication of 14 January 2020, relevant State aid rules, in particular the
Environmental and Energy State aid guidelines, will be revised by 2021 in light of the policy objectives
of the European Green Deal and support a cost-effective and socially-inclusive transition to climate
neutrality by 2050. This will contribute to a recovery strategy for the European economy that meets
the important green and digital twin transitions in line with EU and national objectives.

Aid to companies in the form of subordinated debt

Today's amendment to the Temporary Framework also introduces the possibility for Member States to
support undertakings facing financial difficulties due to the coronavirus outbreak by providing
subordinated debt to companies at favourable terms. This concerns debt instruments that are
subordinated to ordinary senior creditors in case of insolvency proceedings, and complements the
toolbox available to Member States under the existing Temporary Framework including to grant debt
with senior ranking to companies in need.

Subordinated debt cannot be converted into equity whilst the company is a going concern and the
State assumes less risk. However, since such debt increases the ability of companies to take on senior
debt in a manner similar to capital support, aid in the form of subordinated debt includes higher
remuneration and a further limitation as to the amount compared to senior debt under the Temporary
Framework. If Member States want to provide subordinated debt in amounts exceeding the thresholds,
all conditions for recapitalisation measures set out above will apply.

Next steps

The amended Temporary Framework will be in place until the end of December 2020. As solvency
issues may materialise only at a later stage as this crisis evolves, for recapitalisation measures only the
Commission has extended this period until the end of June 2021. With a view to ensuring legal
certainty, the Commission will assess before these dates if they need to be extended.

Finally, the Commission keeps under constant review the need for further measures enabling for
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Member States to support their economy in these difficult times and help companies bounce back
strongly after the crisis, including by further amending the Temporary Framework. In this context, the
Commission is also analysing existing State rules, to verify consistency with the principles endorsed in
the Temporary Framework for State aid measures to support the economy in the current coronavirus

outbreak.
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Background

On 19 March 2020, the Commission adopted a new State aid Temporary Framework to support the
economy in the context of the coronavirus outbreak, based on Article 107(3)(b) of the Treaty on the
Functioning of the European Union. The Temporary Framework was first amended on 3 April 2020. The
Temporary Framework recognises that the entire EU economy is experiencing a serious disturbance. It
enables Member States to use the full flexibility foreseen under State aid rules to support the economy,
while limiting negative consequences to the level playing field in the Single Market.

The Temporary Framework helps target support to the economy, while limiting negative consequences
to the level playing field in the Single Market. The amendment of the scope of the Temporary
Framework to aid in the form of recapitalisations complements the possibility for Member States to
purchase existing shares of companies at market price or pari passu with private shareholders, which
in principle falls outside the scope of EU State aid control. This can be of particular importance in case
of risk of hostile takeovers of strategic companies by foreign purchasers. This complements the tools
available to Member States as set out in the Commission's guidelines to ensure a strong EU-wide
approach to foreign investment screening in a time of public health crisis and related economic
vulnerability.

On 13 March 2020, the Commission adopted a Communication on a Coordinated economic response to
the COVID-19 outbreak setting out these possibilities. For example, Member States can make generally
applicable changes in favour of businesses (e.g. deferring taxes, or subsidising short-time work across
all sectors), which fall outside State Aid rules. They can also grant compensation to companies for
damage suffered due to and directly caused by the coronavirus outbreak. This can be useful to support
particularly impacted sectors, such as transport, tourism, hospitality and retail.

IP/20/838

Press contacts:

Arianna PODESTA (+32 2 298 70 24)
Maria TSONI (+32 2 299 05 26)
Giulia ASTUTI (+32 2 295 53 44)

General public inquiries: Europe Direct by phone 00 800 67 89 10 11 or by email
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State aid: Commission expands Temporary Framework to further support
micro, small and start-up companies and incentivise private investments

Brussels, 29 June 2020

The European Commission has adopted a third amendment to extend the scope of the State aid
Temporary Framework adopted on 19 March 2020 to support the economy in the context of the
coronavirus outbreak. The Temporary Framework was first amended on 3 April 2020 to increase
possibilities for public support to research, testing and production of products relevant to fight the
coronavirus outbreak, to protect jobs and to further support the economy. On 8 May 2020, the
Commission adopted a second amendment extending the scope of the Temporary Framework to
recapitalisation and subordinated debt measures.

Executive Vice-President Margrethe Vestager, in charge of competition policy, said “Micro, small and
start-up companies are crucial for the economic recovery of the Union. They have been particularly
affected by the liquidity shortage caused by the coronavirus outbreak, and face greater difficulties to
access financing. Today, we have extended the Temporary Framework to enable Member States to
support these companies further. We have also introduced conditions that provide incentives for
private investors to participate alongside the State in recapitalisations, thus reducing the need for
State aid and the risk of distortions to competition. Finally, we recall that State aid shall not be granted
on the condition of the relocation of production or of another activity of the beneficiary from elsewhere
in our Union — because the Single Market is our greatest asset. We continue to work closely with
Member States to help European businesses weather this crisis and bounce back strongly, whilst
maintaining a level playing field to the benefit of all European consumers and businesses.”

Support to support micro and small companies including start-ups

The main purpose of the Temporary Framework is to provide targeted support to otherwise viable
companies that have entered into financial difficulty as a result of the coronavirus outbreak. Therefore,
companies that were already in difficulty before 31 December 2019 are not eligible for aid under the
Temporary Framework, but may benefit from aid under existing State aid rules, in particular the
Rescue and Restructuring Guidelines. These Guidelines set clear conditions according to which such
companies must define sound restructuring plans that will allow them to achieve long-term viability.

At the same time, micro and small companies (i.e. undertakings with less than 50 employees and less
than EUR 10 million of annual turnover and/or annual balance sheet total)have been particularly
affected by the liquidity shortage caused by the economic impact of the current coronavirus outbreak,
exacerbating their existing difficulties to access financing compared to larger enterprises. If left
unaddressed, these difficulties could lead to a large humber of bankruptcies of micro and small
companies, causing serious disturbances for the entire EU economy.

Today's amendment extends the Temporary Framework to enable Member States to provide public
support under the Temporary Framework to all micro and small companies, even if they were
already in financial difficulty on 31 December 2019.

This will apply, unless such companies are in insolvency proceedings, have received rescue aid that has
not been repaid, or are subject to a restructuring plan under State aid rules. Given their limited size
and involvement in cross-border transactions, temporary State aid to micro and small companies is
less likely to distort competition in the Internal Market than State aid to larger companies.

This amendment also effectively increases the possibilities to support start-up companies, the vast
majority of which fall within the micro and small companies cluster, especially innovative ones which
may be loss-making in their high-growth phase, which are crucial for the economic recovery of the
Union.

The Commission recalls further that all small and medium-sized enterprises that were in existence for
less than three years on 31 December 2019 could already benefit from the aid measures laid down in
the Temporary Framework provided they are not in insolvency proceedings or have received rescue aid
that has not been repaid or are subject to a restructuring plan under State aid rules.

Incentives for private investors to participate in coronavirus-related recapitalisation aid
measures
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The Commission has also adapted the conditions for recapitalisation measures under the Temporary
Framework for those cases where private investors contribute to the capital increase of
companies together with the State.

These changes will encourage capital injections with significant private participation in companies,
limiting the need for State aid and the risk of competition distortions. In particular, if the State decides
to grant recapitalisation aid, but private investors contribute to the capital increase in a significant
manner (in principle at least 30% of the new equity injected) at the same conditions as the State, the
acquisition ban and the cap on the remuneration of the management are limited to three years.
Furthermore, the dividend ban is lifted for the holders of the new shares as well as for existing shares,
provided that the holders of those existing shares are altogether diluted to below 10% in the company.

This will increase the incentives for companies to seek market as well as State contributions to their
capital needs, whilst maintaining safeguards to preserve effective competition in the Single Market.

Furthermore, in line with the principle of neutrality towards public or private ownership of the Treaty
on the Functioning of the European Union, today's amendment will also enable companies with an
existing State shareholding to raise capital from their shareholders similar to private companies. Where
the conditions above as regards the participation of private investors in the capital increase are met
and the State is an existing shareholder (i.e. was a shareholder already before the granting of
recapitalisation aid) investing pro rata to its existing shareholding, the Commission does not consider it
necessary to impose specific conditions as regards the State's exit.

Protection of the Single Market and ensuring a level playing field

With the amendment, the Commission has clarified that aid should not be conditioned on the
relocation of the production activity or of another activity of the beneficiary from another country
within the European Economic Area (EEA) to the territory of the Member State granting the aid, since
such a condition would be particularly harmful for the internal market.

Background

On 19 March 2020, the Commission adopted a new State aid Temporary Framework to support the
economy in the context of the coronavirus outbreak, based on Article 107(3)(b) of the Treaty on the
Functioning of the European Union. The Temporary Framework was amended on 3 April and 8 May
2020. The Temporary Framework recognises that the entire EU economy is experiencing a serious
disturbance. It enables Member States to use the full flexibility foreseen under State aid rules to
support the economy, while limiting negative consequences to the level playing field in the Single
Market.

On 13 March 2020, the Commission adopted a Communication on a Coordinated economic response to
the COVID-19 outbreak setting out these possibilities. For example, Member States can make generally
applicable changes in favour of businesses (e.g. deferring taxes, or subsidising short-time work across
all sectors), which fall outside State Aid rules. They can also grant compensation to companies for
damage suffered due to and directly caused by the coronavirus outbreak. This can be useful to support
particularly impacted sectors, such as transport, tourism, hospitality and retail.

IP/20/1221

Press contacts:

Arianna PODESTA (+32 2 298 70 24)
Giulia ASTUTI (+32 2 295 53 44)
Maria TSONI (+32 2 299 05 26)

General public inquiries: Europe Direct by phone 00 800 67 89 10 11 or by email
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COMMUNICATION FROM THE COMMISSION TO THE COUNCIL

on the activation of the general escape clause of the Stability and Growth Pact
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The COVID-19 pandemic has led to a major economic shock that is already having a
significant negative impact in the European Union. The consequences for GDP growth will
depend on the duration of both the pandemic and of the measures being taken by national
authorities and at European level to slow its spread, protect production capacities and support
aggregate demand. In its Communication of 13 March 2020 on the coordinated economic
response to the COVID-19 outbreak, based on a scenario analysis, the Commission presented
an economic scenario that showed that real GDP could contract by 1% in the EU in 2020. The
Communication pointed out that more adverse scenarios, linked to a deeper impact of the
pandemic, could not be excluded. Developments since then suggest that such adverse
scenarios have become likely. Indeed, assuming an extension of the health crisis up to the
beginning of June or beyond, the fall in economic activity in 2020 could be comparable to the
contraction of 2009, the worst year of the Economic and Financial Crisis.

Member States have already adopted or are adopting budgetary measures and further
measures are being adopted to increase the capacity of health systems and provide relief to
those citizens and sectors that are particularly impacted. Significant liquidity support
measures and other guarantees are also being adopted, although these do not have an
immediate impact on the general government balance.

The Commission is closely monitoring these measures, which together with the fall in
economic activity will contribute to substantially higher budgetary deficits. The Commission
and the Council have already clarified that the full flexibility available in the Stability and
Growth Pact will be applied for the measures linked to the outbreak of COVID-109.
Specifically, as the crisis is an event that is outside the control of governments with a major
impact on the public finances, the unusual event provision of the Pact applies. This implies
that the budgetary impact of the above-mentioned measures will be excluded when the
Commission assesses compliance with the Stability and Growth Pact. An assessment will be
made, including on the eligible amounts, on the basis of observed data as provided by the
Member States.

However, the scale of the fiscal effort needed to protect European citizens and businesses
from the consequences of this crisis, and to support the economy following the pandemic,
requires the use of more far-reaching flexibility under the Stability and Growth Pact.

The EU must continue to respond quickly, forcefully and in a coordinated manner to this fast-
evolving crisis. During the video conference with members of the European Council of 17
March 2020, the President of the Commission announced the imminent activation of the so-
called general escape clause. The clause was introduced as part of the ‘Six-Pack’ reform of
the Stability and Growth Pact in 2011, which drew the lessons of the economic and financial
crisis. Notably, that experience highlighted the need for specific provisions in the EU’s fiscal
rules to allow for a coordinated and orderly temporary deviation from the normal
requirements for all Member States in a situation of generalised crisis caused by a severe
economic downturn of the euro area or the EU as a whole.
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The clause, as set out in Articles 5(1), 6(3), 9(1) and 10(3) of Regulation (EC) 1466/97 and
Articles 3(5) and 5(2) of Regulation (EC) 1467/97, facilitates the coordination of budgetary
policies in times of severe economic downturn.

The general escape clause allows Member States to undertake budgetary measures to deal
adequately with such situation, within the preventive and corrective procedures of the
Stability and Growth Pact. Specifically, for the preventive arm, Articles 5(1) and 9(1) of
Regulation (EC) 1466/97 state that “in periods of severe economic downturn for the euro area
or the Union as a whole, Member States may be allowed temporarily to depart from the
adjustment path towards the medium-term budgetary objective, provided that this does not
endanger fiscal sustainability in the medium term”. For the corrective arm, Articles 3(5) and
5(2) stipulate that in the case of a severe economic downturn in the euro area or in the Union
as a whole, the Council may also decide, on a recommendation from the Commission, to
adopt a revised fiscal trajectory.

The upcoming assessment of Member States’ stability and convergence programmes, the
spring forecast, and the subsequent Commission’s proposal for country-specific
recommendations by the Council will provide an opportunity to ensure such necessary
coordination and to set the guidance to achieve an appropriate supportive fiscal stance at the
national and aggregate level.

Based on the above considerations, and given the expected severe economic downturn, the
Commission considers that the conditions to activate the general escape clause are met, for the
first time since its inception in 2011, and asks the Council to endorse this conclusion to
provide clarity to Member States.

The general escape clause does not suspend the procedures of the Stability and Growth Pact.
It will allow the Commission and the Council to undertake the necessary policy coordination
measures within the framework of the Pact, while departing from the budgetary requirements
that would normally apply.
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The European Commission has set up the Coronavirus Response Investment Initiative (CRII) to help
Member States fund their coronavirus crisis response. It combines the mobilisation of immediate
financial support from the structural funds to address the most pressing needs — which has already
been approved by the European Parliament and the Council — with the maximum possible flexibility in
the use of the funds that is proposed today.

Immediate support for most pressing needs

The Coronavirus Response Investment Initiative gives Member States an upfront cash injection of
EUR 8 billion from the EU cohesion funds which could accelerate up to EUR 37 billion of European
public investment to fight the coronavirus.

total of up to

€ 37 bn

+
||

triggering

With the Coronavirus Response Investment Initiative, the European Commission is offering quick
and easy-to-use help at times when Europeans need it the most.

The money can - Buy medical equipment The amounts for each EU country depend
be used to: - Pay doctors and health workers on how much was originally available for
« Support the unemployed the cash injection of each Member State,
- Keep people in jobs and on how much they have left to spend

- Keep SME’s in business from EU structural and cohesion funds.




This is a quick help at times when everybody needs it the most.

Member States will now be able to fully mobilise all the non-utilised structural funds,
save lives and support companies by addressing the direct and indirect effects of
the coronavirus outbreak. Using guarantees, e.g. for SME working capital, could
leverage even higher amounts.

Finally, under the Coronavirus Response Investment Initiative (CRII), the hardest-
hit Member States can also rely on up to EUR 800 million from the EU Solidarity
Fund. This Fund was already helping Member States recover from floods and
other natural disasters, and can now also be used for health crises such as the
coronavirus pandemic.

Maximum flexibility in using EU funds

The Commission is proposing a decisive further step to provide Member States with exceptional
additional flexibility to use the uncommitted funding as required to address the coronavirus pandemic.
The changes also aim at simplifying procedures and minimising administrative burdens so
that programme authorities can focus their resources on fighting the crisis.

The Commission proposes to:

Make it possible for Member States to exceptionally request 100% EU co-financing for their
cohesion policy programmes

Make it easier to transfer resources between funds as well as between categories of regions
Give full flexibility to redirect resources to the areas most impacted by the current crisis

Simplify procedures linked to programme implementation and audit

The European Commission proposes further to increase flexibility in the rules governing the funds that:

Support the most deprived: the coronavirus crisis presents an unprecedented
challenge for the EU programme that provides food, clothing and other essentials to
those in most need. We must ensure that the FEAD assistance still reaches those who
@ need it. Therefore, the Commission proposes to introduce new methods of delivery such
w as delivery through electronic vouchers, and to provide the protective equipment, to
ensure the safety of all people involved in the implementation of the Fund for European

Aid to the Most Deprived.

Support the fishermen and seafood sector: The fishery and aquaculture sector has
been particularly hard hit by the crisis with closure of sales venues, markets, restaurants,
outlets and distribution channels. This has generated a significant drop of demand
and prices. The Commission proposes specific measures to mitigate the impact of the
coronavirus outbreak such as support to fishermen for the temporary cessation of fishing
activities, support to aquaculture farmers for the temporary suspension of production
and to producer organisations for the storage of fishery and aquaculture products, as
well as to budgetary flexibility to Member States to allocate resources at short notice.
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Support farmers: Under the European Agricultural Fund for Rural Development (EAFRD),
farmers and other rural development beneficiaries will be able to benefit from loans or
guarantees of up to EUR 200,000 at favourable conditions, such as very low interest
rates and favourable payment schedules. Rural development funds can also be used
to invest in medical facilities and small-scale infrastructure in rural areas, such as the
set-up of mobile health facilities to carry out tests and provide treatments to people in
rural areas.

These messures will reinforce the first CRIl proposals that are already in force and on which the

Commission is actively working with Member States aiming for an immediate support for the most
pressing needs in the health and economic and social fields.

© European Union, 2020
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II

(Non-legislative acts)

REGULATIONS

COUNCIL REGULATION (EU) 2020/672
of 19 May 2020

on the establishment of a European instrument for temporary support to mitigate unemployment
risks in an emergency (SURE) following the COVID-19 outbreak

THE COUNCIL OF THE EUROPEAN UNION,

Having regard to the Treaty on the Functioning of the European Union, and in particular Article 122 thereof,
Having regard to the proposal from the European Commission,

Whereas:

(1)  Article 122(1) of the Treaty on the Functioning of the European Union (TFEU) allows the Council to decide, on a
proposal from the Commission and in a spirit of solidarity between Member States, upon the measures appropriate
to respond to the socio-economic situation following the COVID-19 outbreak.

(2)  Article 122(2) TFEU enables the Council to grant Union financial assistance to a Member State that is in difficulties
or is seriously threatened with severe difficulties caused by exceptional occurrences beyond its control.

(3)  The severe acute respiratory syndrome coronavirus-2 (SARS-CoV-2), which causes the coronavirus disease named
COVID-19 by the World Health Organization (WHO), is a new strain of coronavirus not previously identified in
humans. The global outbreak of that disease is evolving rapidly and has been declared a pandemic by the WHO.
From the beginning of the COVID-19 outbreak in the Union up until 30 March 2020, 334 396 cases and 22 209
deaths were reported in the Member States.

(4)  Member States have implemented extraordinary measures to contain the COVID-19 outbreak and its impact. The
probability of further transmission of COVID-19 in the Union is considered high. In addition to public health
impacts with substantial fatal outcomes, the COVID-19 outbreak has had a massive and disruptive impact on the
economic systems of the Member States, caused societal disruptions and increased public expenditure in a growing
number of Member States.

(5)  That exceptional situation, which is beyond the control of the Member States and which has immobilised a
substantial part of their labour force, has led to a sudden and severe increase in public expenditure by the Member
States on short-time work schemes for employees and similar measures, in particular for the self-employed, as well
as expenditure on some health-related measures, in particular in the workplace. In order to maintain the strong
focus of the instrument provided for in this Regulation and thereby its effectiveness, health-related measures for the
purpose of that instrument may consist of those aiming at reducing occupational hazards and ensuring the
protection of workers and the self-employed in the workplace, and, where appropriate, some other health-related
measures. It is necessary to facilitate efforts by the Member States to address the sudden and severe increase in
public expenditure until the COVID-19 outbreak and its impact on their labour force are under control.
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The creation of a European instrument for temporary support to mitigate unemployment risks in an emergency
(SURE) (the ‘Instrument’) following the COVID-19 outbreak should enable the Union to respond to the crisis in the
labour market in a coordinated, rapid and effective manner and in a spirit of solidarity among Member States,
thereby alleviating the impact on employment for individuals and the most affected economic sectors and
mitigating the direct effects of this exceptional situation on public expenditure by the Member States.

Article 220(1) of Regulation (EU, Euratom) 2018/1046 of the European Parliament and of the Council () states that
financial assistance by the Union to Member States can take the form of a loan. Such loans should be granted to
Member States where the COVID-19 outbreak has led to a sudden and severe increase, as from 1 February 2020, in
actual and possibly also planned public expenditure due to national measures. That date ensures equal treatment for
all Member States and allows for coverage of their actual and possibly also planned increases in spending relating to
the effects on the labour markets of the Member States, irrespective of when the COVID-19 outbreak occurred in
each specific Member State. The national measures, which are understood to be in line with the relevant
fundamental rights principles, should be directly related to the creation or extension of short-time work schemes
and to similar measures, including measures for self-employed persons, or to some health-related measures. Short-
time work schemes are public programmes that in certain circumstances allow businesses experiencing economic
difficulties to temporarily reduce the hours worked by their employees, who are provided with public income
support for the hours not worked.

Similar schemes exist for income replacement for the self-employed. The Member State requesting financial
assistance should provide evidence of a sudden and severe increase in actual and possibly also planned public
expenditure for short-time work schemes or similar measures. If financial assistance is granted for health-related
measures, the Member State requesting financial assistance should also provide evidence of actual or planned
expenditure related to the relevant health-related measures.

In order to provide the affected Member States with sufficient financial means under favourable terms to enable
them to deal with the impact of the COVID-19 outbreak on their labour market, the Union’s borrowing and lending
operations under the Instrument should be sufficiently large. The financial assistance granted by the Union in the
form of loans should therefore be financed by recourse to international capital markets.

The COVID-19 outbreak has had a massive and disruptive impact on the economic system of each Member State. It
therefore calls for collective contributions by Member States in the form of guarantees supporting the loans from the
Union budget. Such guarantees are necessary to enable the Union to grant loans of a sufficient order of magnitude to
Member States in order to support labour market policies which are under the greatest strain. To ensure that the
contingent liability arising from such loans is compatible with the applicable multiannual financial framework
(MFF) and own-resources ceilings, the guarantees provided by the Member States should be irrevocable,
unconditional and on demand, while additional safeguards should enhance the robustness of the system. In line
with the complementary role of such guarantees, and without prejudice to their irrevocable, unconditional and on-
demand nature, the Commission is expected, before calling on the guarantees provided by Member States, to draw
on the margin available under the own-resources ceiling for payment appropriations to the extent that it is deemed
sustainable by the Commission, having regard, inter alia, to the total contingent liabilities of the Union, including
under the balance of payments facility established by Council Regulation (EC) No 332/2002 (3. In the relevant call
on guarantees, the Commission should inform the Member States about the extent to which the available margin
has been drawn. The need for guarantees provided by Member States may be reviewed if an agreement on a revised
own-resources ceiling is reached.

The additional safeguards to enhance the robustness of the system should consist of conservative financial
management, a maximum annual exposure and sufficient diversification of the loan portfolio.

(") Regulation (EU, Euratom) 2018/1046 of the European Parliament and of the Council of 18 July 2018 on the financial rules applicable
to the general budget of the Union, amending Regulations (EU) No 1296/2013, (EU) No 1301/2013, (EU) No 1303/2013, (EU)
No 1304/2013, (EU) No 1309/2013, (EU) No 1316/2013, (EU) No 223/2014, (EU) No 283/2014, and Decision No 541/2014/EU
and repealing Regulation (EU, Euratom) No 966/2012 (O] L 193, 30.7.2018, p. 1).

(*) Council Regulation (EC) No 332/2002 of 18 February 2002 establishing a facility providing medium-term financial assistance for
Member States’ balances of payments (O] L 53, 23.2.2002, p. 1).
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(11) The loans granted under the Instrument should constitute financial assistance within the meaning of Article 220 of
Regulation (EU, Euratom) 2018/1046. In accordance with point (g) of Article 282(3) of that Regulation,
Article 220 of that Regulation will apply to the loans granted under the Instrument only as from the date of
application of the post-2020 MFF. However, it is appropriate that the requirements set out in Article 220(5) of
Regulation (EU, Euratom) 2018/1046 apply to the borrowing and lending operations under the Instrument as of
the entry into force of this Regulation.

(12) In order to make the contingent liability arising from loans granted under the Instrument compatible with the
applicable MFF and own-resources ceilings, it is necessary to lay down prudential rules, including on the possibility
of rolling over the borrowings contracted on behalf of the Union.

(13) Given their particular financial implications, decisions to grant financial assistance pursuant to this Regulation
require the exercise of implementing powers, which should be conferred on the Council. When deciding upon the
amount of a loan, the Council, on a proposal from the Commission, should consider the existing and expected
needs of the requesting Member State, as well as requests for financial assistance pursuant to this Regulation already
submitted or planned to be submitted by other Member States, having regard to the principles of equal treatment,
solidarity, proportionality and transparency, and in a manner that fully respects the competence of the Member
States.

(14) Article 143(1) of the Agreement on the withdrawal of the United Kingdom of Great Britain and Northern Ireland
from the European Union and the European Atomic Energy Community () (the ‘Withdrawal Agreement’) limits the
liability of the United Kingdom for its share of the contingent financial liabilities of the Union to those contingent
financial liabilities of the Union arising from financial operations taken by the Union before the date of entry into
force of the Withdrawal Agreement. Any contingent financial liability of the Union arising from financial assistance
under this Regulation would be subsequent to the date of entry into force of the Withdrawal Agreement. Therefore,
the United Kingdom should not participate in the financial assistance under this Regulation.

(15) As the Instrument is of a temporary nature in order to address the COVID-19 outbreak, the Commission should
assess every six months whether the exceptional circumstances causing the severe economic disturbances in
Member States still exist and report to the Council. Consistently with the legal basis for the adoption of this
Regulation, no financial assistance should be made available under this Regulation once the COVID-19 emergency
has passed. To that end, it is appropriate to limit the availability of the Instrument in time. The Council should be
empowered, on a proposal from the Commission, to extend the period of availability of the Instrument where the
exceptional occurrences that justify the application of this Regulation continue to exist.

(16) The European Central Bank delivered its opinion on 8 May 2020.

(17) Given the impact of the COVID-19 outbreak and the need for an urgent response to the consequences of that
outbreak, this Regulation should enter into force on the date of its publication in the Official Journal of the European
Union,

HAS ADOPTED THIS REGULATION:

Article 1

Subject matter and scope

1. In order to address the impact of the COVID-19 outbreak and respond to its socio-economic consequences, this
Regulation establishes the European instrument for temporary support to mitigate unemployment risks in an emergency
(SURE) (the ‘Instrument’).

2. This Regulation lays down the conditions and procedures enabling the Union to provide financial assistance to a
Member State which is experiencing, or is seriously threatened with, a severe economic disturbance caused by the
COVID-19 outbreak for the financing, primarily, of short-time work schemes or similar measures aimed at protecting
employees and the self-employed and thus reducing the incidence of unemployment and loss of income, as well as for the
financing, as an ancillary, of some health-related measures, in particular in the workplace.

() OJL29,31.1.2020, p. 7.
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Article 2

Complementary nature of the Instrument

The Instrument shall complement the national measures taken by affected Member States by providing financial assistance
to help those Member States cope with the sudden and severe increase in actual and possibly also planned public
expenditure intended to mitigate the direct economic, social and health-related effects of the exceptional occurrence
caused by the COVID-19 outbreak.

Article 3
Conditions for using the Instrument

1. A Member State may request Union financial assistance under the Instrument (financial assistance’) where its actual
and possibly also planned public expenditure has suddenly and severely increased as of 1 February 2020 due to national
measures directly related to short-time work schemes and similar measures to address the socio-economic effects of the
exceptional occurrence caused by the COVID-19 outbreak.

2. Beneficiary Member States shall use financial assistance primarily in support of their national short-time work
schemes or similar measures, and, where applicable, in support of relevant health-related measures.

Article 4

Form of financial assistance

The financial assistance shall take the form of a loan granted by the Union to the Member State concerned. To that end, and
in accordance with a Council implementing decision adopted pursuant to Article 6(1), the Commission shall be empowered
to borrow on the capital markets or with financial institutions on behalf of the Union at the most appropriate time so as to
optimise the cost of funding and preserve its reputation as the Union’s issuer in the markets.

Article 5

Maximum amount of financial assistance

The maximum amount of financial assistance shall not exceed EUR 100 000 000 000 for all Member States.

Article 6

Procedure for requesting financial assistance

1. Financial assistance shall be made available by means of a Council implementing decision adopted on the basis of a
proposal from the Commission.

2. Before submitting a proposal to the Council, the Commission shall consult the Member State concerned without
undue delay to verify the sudden and severe increase in actual and possibly also planned public expenditure directly related
to short-time work schemes and similar measures, as well as, where appropriate, to relevant health-related measures, in the
Member State requesting financial assistance which are linked to the exceptional occurrence caused by the COVID-19
outbreak. To that end, the Member State concerned shall provide the Commission with appropriate evidence. In addition,
the Commission shall verify compliance with the prudential rules laid down in Article 9.

3. The Council implementing decision referred to in paragraph 1 shall contain:

(a) the amount of the loan, its maximum average maturity, its pricing formula, its maximum number of instalments, its
availability period and the other detailed rules needed for the granting of the financial assistance;
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(b) an assessment of the compliance by the Member State with the conditions set out in Article 3; and

(c) a description of the national short-time work schemes or similar measures, as well as, where appropriate, of the
relevant health-related measures, that may be financed.

4. When adopting an implementing decision as referred to in paragraph 1, the Council shall consider existing and
expected needs of the requesting Member State, as well as requests for financial assistance pursuant to this Regulation
already submitted or planned to be submitted by other Member States, while applying the principles of equal treatment,
solidarity, proportionality and transparency.

Article 7

Disbursement of the loan granted under the Instrument

The loan granted under the Instrument (loan’) shall be disbursed in instalments.

Article 8

Borrowing and lending operations
1. The borrowing and lending operations under the Instrument shall be carried out in euros.

2. The characteristics of the loan shall be agreed in a loan agreement between the beneficiary Member State and the
Commission (the loan agreement). Such agreements shall contain the provisions set out in Article 220(5) of Regulation
(EU, Euratom) 2018/1046.

3. At the request of the beneficiary Member State and where circumstances permit an improvement in the interest rate
on the loan, the Commission may refinance all or part of its initial borrowing or restructure the corresponding financial
conditions.

4. The Economic and Financial Committee shall be kept informed of a refinancing or restructuring as referred to in
paragraph 3.

Article 9

Prudential rules applicable to the portfolio of loans

1. The share of loans granted to the three Member States representing the largest share of the loans granted shall not
exceed 60 per cent of the maximum amount referred to in Article 5.

2. The amounts due by the Union in a given year shall not exceed 10 per cent of the maximum amount referred to in
Article 5.

3. Where necessary, the Commission may roll over the associated borrowings contracted on behalf of the Union.

Article 10

Administration of the loans

1. The Commission shall establish the necessary arrangements for the administration of the loans with the European
Central Bank.

2. The beneficiary Member State shall open a special account with its national central bank for the management of the
financial assistance received. It shall also transfer the principal and the interest due under the loan agreement to an account
with the European System of Central Banks 20 TARGET?2 business days prior to the corresponding due date.
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Article 11

Contributions to the Instrument in the form of guarantees from Member States
1. Member States may contribute to the Instrument by counter-guaranteeing the risk borne by the Union.

2. Contributions from Member States shall be provided in the form of irrevocable, unconditional and on-demand
guarantees.

3. The Commission shall conclude an agreement with a contributing Member State on the irrevocable, unconditional
and on-demand guarantees referred to in paragraph 2. Such agreements shall set out the payment conditions.

4. Calls on guarantees provided by Member States shall be made pro rata to the relative share of each Member State in
the gross national income of the Union as referred to in Article 12(1). Where a Member State fails, in full or in part, to
honour a call in time, the Commission, in order to cover for the part corresponding to the Member State concerned, shall
have the right to make additional calls on guarantees to other Member States. Such calls shall be made pro rata to the
relative share of each of the other Member States in the gross national income of the Union as referred to in Article 12(1)
and adapted without taking into account the relative share of the Member State concerned. The Member State which failed
to honour the call shall remain liable to honour it. The other Member States shall be reimbursed for additional
contributions from the amounts recovered by the Commission from the Member State concerned. The guarantee called
from a Member State shall be limited, in all circumstances, by the overall amount of guarantee contributed by that Member
State under the agreement referred to in paragraph 3.

5. Before calling on guarantees provided by the Member States, the Commission, at its sole discretion and responsibility
as the Union institution entrusted with the implementation of the general budget of the Union in accordance with
Article 317 TFEU, is expected to examine the scope for drawing on the margin available under the own-resources ceiling
for payment appropriations to the extent that it is deemed sustainable by the Commission, having regard, inter alia, to the
total contingent liabilities of the Union, including under the balance of payments facility established by Regulation (EC)
No 332/2002, and the sustainability of the general budget of the Union. Such examination shall not affect the irrevocable,
unconditional and on-demand nature of the guarantees provided pursuant to paragraph 2. In the call on guarantees, the
Commission shall inform the Member States about the extent to which the margin has been drawn.

6.  Amounts resulting from calls on guarantees referred to in paragraph 2 shall constitute external assigned revenue for
the Instrument in accordance with Article 21(5) of Regulation (EU, Euratom) 2018/1046.

Article 12

Availability of the Instrument

1. The Instrument shall only become available after all Member States have contributed to the Instrument in accordance
with Article 11 for an amount representing at least 25 per cent of the maximum amount referred to in Article 5, provided
that the relative shares of contributions of each Member State of the overall amount of Member States’ contributions
correspond to the relative shares of Member States in the total gross national income of the Union, as resulting from
column (1) of Table 3 of Part A (Introduction and financing of the general budget) of the revenue part of the budget for
2020 set out in the general budget of the Union for the financial year 2020, as adopted on 27 November 2019 (¥).

2. The Commission shall inform the Council when the Instrument becomes available.

3. The period of availability of the Instrument during which a decision referred to in Article 6(1) may be adopted shall
end on 31 December 2022.

4. Where the Commission concludes in the report referred to in Article 14 that the severe economic disturbance caused
by the COVID-19 outbreak affecting the financing of measures referred to in Article 1 continues to exist, the Council, on a
proposal from the Commission, may decide to extend the period of availability of the Instrument, each time for an
additional period of six months.

(*) Definitive adoption (EU, Euratom) 2020/227 of the European Union’s general budget for the financial year 2020 (OJ L 57, 27.2.2020, p. 1).
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Article 13
Control and audits

1. The loan agreement shall contain the necessary provisions regarding controls and audits as required by Article 220(5)
of Regulation (EU, Euratom) 2018/1046.

2. Where a request for financial assistance submitted in accordance with Article 3(1) is, fully or in part, based on

planned public expenditure, the beneficiary Member State shall, every six months, inform the Commission about the
implementation of such planned public expenditure.

Article 14

Reporting
1. Within six months of the day on which the Instrument becomes available in accordance with Article 12 and every six
months thereafter in the context of Article 250 of Regulation (EU, Euratom) 2018/1046, the Commission shall forward to
the European Parliament, the Council, the Economic and Financial Committee and the Employment Committee a report on
the use of financial assistance, including outstanding amounts and the applicable repayment schedule under the
Instrument, and on the continuation of the exceptional occurrences that justify the application of this Regulation.
2. Where appropriate, the report referred to in paragraph 1 shall be accompanied by a proposal for a Council
implementing decision extending the period of availability of the Instrument.

Article 15

Applicability

1. This Regulation shall not be applicable to or in the United Kingdom.

2. References to ‘Member States’ in this Regulation shall not be understood to include the United Kingdom.

Article 16
Entry into force

This Regulation shall enter into force on the date of its publication in the Official Journal of the European Union.

This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Brussels, 19 May 2020.

For the Council
The President
G. GRLIC RADMAN

142



(7) XAt EU (NEXT GENERATION EU)

COMMUNICATION FROM THE COMMISSION TO THE EUROPEAN
PARLIAMENT, THE EUROPEAN COUNCIL, THE COUNCIL, THE
EUROPEAN ECONOMIC AND SOCIAL COMMITTE AND THE
COMMITTEE OF THE REGIONS

(2020 4 5 H 27 Hff. COM(2020)456 final)

- 143 -



EN

* X5
> EUROPEAN
ol COMMISSION

* %
b 2

Brussels, 27.5.2020
COM(2020) 456 final

COMMUNICATION FROM THE COMMISSION TO THE EUROPEAN
PARLIAMENT, THE EUROPEAN COUNCIL, THE COUNCIL, THE EUROPEAN
ECONOMIC AND SOCIAL COMMITTE AND THE COMMITTEE OF THE
REGIONS

Europe’'s moment: Repair and Prepare for the Next Generation

{SWD(2020) 98 final}

144

EN



Europe’s moment: Repair and Prepare for the Next Generation
1. INTRODUCTION

The corona virus has shaken Europe and the world to its core, testing our healthcare and
welfare systems, our societies and economies and our way of living and working
together. People have lost their loved ones and their jobs, while plans and futures have
been cast into uncertainty. Europe was confronted by a public health challenge that
quickly became the most drastic economic crisis in its history. And we already see the
indelible mark the virus will leave on our relationships, our politics and geopolitics.
However, in adversity so often comes opportunity. Now is the time for our European
Union to get back to its feet and move forward together to repair damage from the
crisis and prepare a better future for the next generation.

It is in our common interest to support the hardest hit, strengthen our Single Market and
invest in our shared European priorities. In our Union, a euro invested in one country is a
euro invested for all. A collective and cohesive recovery that accelerates the twin green
and digital transitions will only strengthen Europe’s competitiveness, resilience and
position as a global player. This is why solidarity, cohesion and convergence must
drive Europe’s recovery. No person, no region, no Member State should be left behind.

Since the pandemic started, the EU and its Member States have taken unprecedented
measures to protect lives and livelihoods. The EU supported national efforts to tackle
the health crisis and cushion the impact of the economic hit. It freed-up every available
euro in its budget to fight the virus. It used the full flexibility in the budgetary and State
aid rules and proposed to create SURE, a new instrument to help people stay in work.

This was part of a first-response package which can immediately provide more than
half a trillion euro to support workers, small businesses and Member State economies.
Along with measures taken by the European Central Bank, the EU response so far
provides Member States with unprecedented firepower to help those that need it the
most. These were the right measures taken at the right time but we know that this will not
nearly be enough to Kick-start our economies.

To get the economy moving again, confidence must return. People need to trust the
places they work, buy and socialise in. They need to have certainty and peace of mind
when it comes to their livelihoods and their future. Any recovery will depend on being
able to gradually and sustainably lift containment measures, on our ability to live
alongside the virus and on having a clear understanding of the situation across Europe.

This crisis is unlike any other we have faced before. It is disruptive and evolving in
nature. And many of its effects and divisions will continue to play out in unexpected or
unanticipated ways. What we do already know is that the necessary action taken by the
EU and its Member States to prevent hundreds of thousands of deaths has come at a cost.
All of Europe has been affected and the economic shutdown means jobs, incomes and
healthy companies have been put at risk in ways not seen in previous crises.

While the virus is the same in all Member States, the impact and the potential for
recovery looks very different. Countries and regions with economies dependent on
client facing services, exports or a high number of small businesses, will be hit much

1
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harder than others. And while every Member State has supported its workers and
companies as much as possible, not all can do this to the same extent. This creates the
risk of an imbalanced recovery, an uneven playing field and widening disparities. And it
shows the need and the value of a European response.

The choices we make today will define tomorrow’s future for the next generation. The
massive investment needed to kick-start our economies must relieve the burden on their
shoulders, not make it heavier. This is why the EU’s recovery plan must guide and build
a more sustainable, resilient and fairer Europe for the next generation.

Our generational challenges - the green and digital transitions — are even more important
now than before the crisis started. Through the recovery, we will press fast-forward on
the twin green and digital transitions. We will strengthen our strategic autonomy while
preserving the benefits of an open economy. We will support our partners around the
world and lead a renewed and reinvigorated form of multilateralism the world needs.

To live up to the extraordinary challenge and to prepare a better future, the Commission
is today proposing a new recovery instrument, called Next Generation EU, within a
revamped long-term EU budget. In total, this European Recovery Plan will put € 1.85
trillion' to help kick-start our economy and ensure Europe bounces forward.

The recovery is likely to be long, but the needs are immediate. A swift agreement on
these proposals will be a powerful statement of European unity, solidarity and shared
sense of direction. Europe’s recovery will be a team effort, from all of us as individuals,
to social partners, civil society, business, regions, countries and institutions. This is
Europe’s moment and it is time to seize it together.

2. THE ANATOMY OF THE ECONOMIC CRISIS

To understand what Europe needs to do to recover, we must first have a clear picture of
what we are facing. Predictions or definitive conclusions at this stage of the crisis are
inevitably fraught with uncertainty. However, it is already clear that the economic
outlook is full of risk and that the recession in Europe could be deep, damaging and
prolonged if we do not take decisive action now.

The restrictions imposed to contain the spread of the virus slowed economic life down —
in some cases almost to a standstill. Supply chains and production lines have been
disrupted and the trade in goods and services have been interrupted. Household spending
and private investment collapsed to historic lows. Europe’s economy and most of its
industrial ecosystems have been operating at a fraction of their capacity.

Put together, these factors are expected to lead to a sharp contraction of the EU economy.
The figures are stark and the extent of the damage is unprecedented. Estimates suggest
that EU Gross Domestic Product (GDP) fell by some 15% in the second quarter of 2020
as compared to the same time last year. Overall, the EU economy is expected to shrink

1 Unless indicated otherwise, amounts are expressed in constant 2018 prices.
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by more than 7% in 2020. However, a worst-case scenario of a second wave and
extended lockdown measures could lead anywhere up to a 16% drop in GDP this year.

While the economy is expected to return to growth in 2021, the initial recovery will be
partial and the impact felt acutely by people and businesses. Many people are likely
to see their income drop and their jobs put at risk. Unemployment is set to rise to 9% in
the EU, hitting young people and those in low-skilled, temporary work and living in
poorer households disproportionately hard. Poverty and inequalities are likely to rise,
underlining the importance of a social and inclusive recovery. Liquidity and access to
finance will be a continued challenge for companies, and in particular for smaller
businesses. The risk of insolvencies will need to be mitigated to avoid worse knock-on
effects.

The economic impact of the crisis will differ greatly between different parts of the
economy. Businesses providing client-facing services or relying on crowded workplaces
and customer areas are most affected. First Commission estimates show that tourism, the
social economy and the creative and cultural ecosystems could see a more than 70% drop
in turnover in the second quarter of 2020. Textile, transport, energy intensive industries
and the renewable energy sector will also be hit hard. Ecosystems with higher consumer
confidence, such as manufacturing, retail or health are likely to bounce back faster, while
others may face a delayed economic hit.

The impact and recovery potential also depends on each country’s demographic or
economic structure, with for instance those with a high number of small and medium-
sized enterprises (SMEs) hit harder. It also depends on their ability and capacity to
absorb and respond to the shock, notably with the help of State aid. This has a
considerable knock-on impact on the Single Market and widens divergences and
disparities between Member States. This is reflected in the fact that the recession will be
close to 10% for some countries, compared to an average of between 6-7.5% elsewhere.

This picture, presented in greater detail in the accompanying needs assessment?, shows
the need for massive investment and financing. Putting a definitive figure on investment
needs at this stage of the crisis is not an exact science. However, the needs assessment
estimates that at least €1.5 trillion of additional public and private investment will be
required in 2021 and 2022 to get Europe on the road to a sustainable recovery.

3. INVESTING IN THE NEXT GENERATION

The needs assessment shows the need for massive investment at scale and speed,
including substantial public and private investment at national level. If left to individual
countries alone, the recovery would likely be incomplete, uneven and unfair. This is
a very real risk in other parts of the world. But in our Union where people, business and
economies depend on each other, Europe is in a unique position to be able to invest in a
sustainable recovery and future. This investment will be a common good for our shared
future and will show the true and tangible value of being part of the Union.

2 SWD(2020) 98
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Designed for cohesion, convergence and solidarity, the EU budget is a ready-made
instrument. It is tried, transparent and trusted by all. It is made to invest in commonly
agreed programmes and priorities and ensure that those who need more support get the
investment they need to catch up.

This is why the Commission is today proposing a new €750 billion recovery
instrument, Next Generation EU, embedded within a powerful and modern long-term
EU budget. This is a historic and one-off proposal which reflects the scale and the size of
the challenge facing us. The full breakdown of how this will work is set out in the
accompanying Communication®, as well as the legal texts adopted today. The main
features are the following:

Raising the money

The money for Next Generation EU will be raised by temporarily lifting the own
resources ceiling to 2% of EU Gross National Income. This will allow the Commission
to use its very strong credit rating to borrow €750 billion on the financial markets for
Next Generation EU.

The funds raised will need to be repaid through future EU budgets - not before 2028 and
not after 2058. To help do this in a fair and shared way, the Commission will propose a
number of new own resources. These could include a new own resource based on the
Emissions Trading Scheme, a Carbon Border Adjustment Mechanism and an own
resource based on the operation of large companies. It could also include a new digital
tax, building on the work done by the Organisation for Economic Co-operation and
Development (OECD). The Commission actively supports the discussions led by the
OECD and the G20 and stands ready to act if no global agreement is reached. These will
be in addition to the Commission’s proposals for own resources based on a simplified
Value Added Tax and non-recycled plastics.

In addition to Next Generation EU, the Commission is proposing a revamped EU
budget, amounting to some €1 100 billion between 2021-2027.

Investing the money

All of the money raised through Next Generation EU and the new EU budget will be
channelled through EU programmes. This means that every euro of investment will be
made available to get Europe back to its feet, to accelerate the twin green and digital
transitions and build a fairer and more resilient society. It also means there is full
transparency and democratic accountability for the European Parliament and Council.
The money from Next Generation EU will be invested across three pillars, through €500
billion in grants and €250 billion in loans to Member States.

The first pillar is support to Member States for investment and reforms to address the
crisis:

¥ COM(2020) 442
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v A new Recovery and Resilience Facility with a budget of €560 billion —
distributed in grants and loans. This will support Member States to implement
investments and reforms that are essential for a sustainable recovery. Member
States will design their own tailored national recovery plans, based on the
investment and reform priorities identified as part of the European Semester, in
line with National Climate and Energy Plans, Just Transition Plans and
Partnership Agreements and Operational Programmes under EU funds.

v' A new initiative, REACT-EU, will provide a top-up for cohesion support to
Member States, with a budget of €55 billion. This will be available from 2020
and be distributed according to a new allocation key taking into account the
impact of the crisis. This will ensure there is no interruption in funding for key
crisis repair measures and support to the most deprived. It will support workers
and SMEs, health systems and the green and digital transitions and be available
across sectors — from tourism to culture.

v' To support the green transition, the Commission is proposing to provide
additional funding for the Just Transition Fund and the European Agricultural
Fund for Rural Development. Cohesion policy programmes will also be
strengthened in the next EU budget period, also to allow for greater flexibility.

The second pillar is about kick-starting the EU economy by incentivising private
investment.

v" A new Solvency Support Instrument will mobilise private resources to provide
urgent support to otherwise healthy companies. Investment will be channelled to
companies in the sectors, regions and countries most affected. This will help to
level-up the playing field for those Member States who are less able to support
through State aid. It can be operational from 2020 and will have a budget of €31
billion, aiming to unlock more than €300 billion in solvency support. Guidelines
will be developed to help align investments towards EU priorities.

v' The Commission is proposing to upgrade InvestEU, the EU’s flagship
investment programme, more than doubling its capacity.

v In addition to the above, a Strategic Investment Facility will be created within
InvestEU. It will be able to unlock €150 billion of investment thanks to the €15
billion put into it by Next Generation EU. This will invest in strengthening our
resilience and strategic autonomy across key technologies and value chains.

The third pillar is about learning the lessons of the crisis:

v The Commission is proposing to create a new standalone EU4Health
programme, with a budget of €9.4 billion. It will invest in prevention, crisis
preparedness, the procurement of vital medicines and equipment, as well as
improving long-term health outcomes. A number of other key programmes will
be reinforced to learn the lessons from the crisis, notably rescEU and Horizon
Europe.
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v To better support our global partners, both the Neighbourhood, Development
and International Cooperation Instrument and the Humanitarian Aid Instrument
will be strengthened.

In addition to three pillars of spending through the Recovery Instrument, the Commission
is also proposing to strengthen a number of other programmes in the EU budget, as
compared to what was discussed by the European Council in February. These include the
Common Agricultural Policy, the European Maritime and Fisheries Fund, the Single
Market Programme and programmes supporting cooperation on tax and customs, the
Connecting Europe Facility, Erasmus+, the Creative Europe Programme, the Digital
Europe Programme, the European Defence Fund, the Internal Security Fund, the Asylum
and Migration Fund, the Integrated Border Management Fund and pre-accession
assistance.

4. REPAIR AND PREPARE THE NEXT GENERATION: THE POLICY FUNDAMENTALS

This disruptive and changing crisis is first and foremost a human tragedy. Beyond
continued efforts to tackle the health dimension, the EU must prioritise the social
dimension of this, notably by implementing the European Pillar of Social Rights. We
must invest in protecting and creating jobs and in driving our competitive sustainability
by building a fairer, greener and more digital Europe. We must repair the short-term
damage from the crisis in a way that also invests in our long-term future. To achieve this,
the EU must now show clarity of purpose and certainty of direction through its policies.

4.1. The European Green Deal: the EU’s growth strategy

The European Green Deal is Europe’s growth strategy. To ensure we use it to its full
potential, it is essential that Next Generation EU drives our competitive sustainability.
Public investments in the recovery should respect the green oath to “do no harm".
The priorities identified in the European Semester, National Energy and Climate Change
Plans (NECPs) and Just Transition Plans should guide this investment. The investment
guidelines for the new Solvency Support Instrument will also reflect the need to
prioritise green investments. This will be supported by the 25% of the EU budget spent
on climate investments and additional funding for Horizon Europe, reflecting the crucial
role of research and innovation in driving the shift towards a clean, circular, competitive
and climate neutral economy.

To help unlock the private investment needed, long-term certainty and predictability are
essential. This underlines the importance of the Climate Law and the upcoming proposals
for more ambitious emissions reduction targets for 2030. The EU sustainable finance
taxonomy will guide investment in Europe’s recovery to ensure they are in line with our
long-term ambitions. This will be supported with a Renewed Sustainable Finance
Strategy later this year. To ensure environmental and social interests are fully embedded
into business strategies, the Commission will put forward a new initiative in 2021 on
sustainable corporate governance.

This investment should help the European Green Deal become a job-creating engine.
Meeting the existing 2030 climate and energy targets can add 1% of GDP and create
almost 1 million new green jobs. Investing in a more circular economy has the potential
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to create at least 700,000 new jobs by 2030 and help the EU to reduce its dependency on
external suppliers and increase its resilience to global supply issues.

As well as providing long-term certainty, the green recovery must also help to kick-start
Europe’s economy quickly and at the local level. The upcoming Renovation Wave will
focus on creating jobs in construction, renovation and other labour-intensive industries.
Through regulatory and financial support, such as a doubled in size sustainable
infrastructure window in InvestEU, the aim will be to at least double the annual
renovation rate of existing building stock. Member States will also be able to use funds
from the Recovery and Resilience Facility for this purpose, in line with identified
priorities under the European Semester or the NECPs. This will help save money on
energy bills, provide healthier living conditions and reduce energy poverty.

In the same spirit, the Commission will also focus on unlocking investment in clean
technologies and value chains, notably through the additional funding for Horizon
Europe. The new Strategic Investment Facility will invest in technologies key for the
clean energy transition, such as renewable and energy storage technologies, clean
hydrogen, batteries, carbon capture and storage and sustainable energy infrastructure.
The work of the European Battery Alliance will be fast-tracked and the new Clean
Hydrogen Strategy and Alliance will steer and coordinate the rapid upscaling of clean
hydrogen production and use in Europe. The Commission will also make proposals to
boost uptake of offshore renewable energy and to better integrate the energy system.

The crisis has also demonstrated the crucial role that transport plays, with interrupted
transport and logistic routes across all modes hitting our value chains and economies. To
help create more jobs, there will also be a focus on accelerating the production and
deployment of sustainable vehicles and vessels as well as alternative fuels. The
Connecting Europe Facility, InvestEU and other funds will support the financing of the
installation of one million charging points, clean fleet renewals by cities and
companies, sustainable transport infrastructure and enable the shift to clean urban
mobility. Public investment to relaunch the recovery of the transport sector should come
with a commitment from industry to invest in cleaner and more sustainable mobility.

Protecting and restoring biodiversity and natural ecosystems is key to boosting our
resilience and preventing the emergence and spread of future outbreaks.. This redoubles
the importance of the recently adopted EU Biodiversity Strategy for 2030 and the
upcoming EU Forest Strategy. Under InvestEU a new natural capital and circular-
economy initiative will mobilise at least €10 billion over the next 10 years.

The Common Agricultural Policy and the Farm to Fork Strategy will support our
farmers and agricultural sector to thrive and continue to provide us with the
affordable, nutritious, safe and sustainable food we need, while strengthening our supply
chains and addressing the issues that were exposed during the crisis. Given the vital role
of farmers and rural areas in the green transition, the Commission is today proposing to
reinforce the budget for the European Agricultural Fund for Rural Development by
€15 billion.

Many people, regions and sectors hit hardest by the crisis will also have to make a bigger
change than most. This is why the Commission is today proposing to strengthen the Just
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Transition Fund with an additional €32.5 billion. This funding will be used to alleviate
the socio-economic impacts of the transition, supporting re-skilling, helping SMEs to
create new economic opportunities, and investing in the clean energy transition. The
Commission is also making proposals to set up the new public sector loan facility that
forms the third pillar of the Just Transition Mechanism. This will be supported by €1.5
billion from the EU budget and €10 billion in lending by the European Investment Bank.

4.2 A deeper and more digital single market

The pandemic and its consequences on our lives and economies have highlighted the
importance of digitisation across all areas of EU economy and society. New technologies
have kept our businesses and public services running, and made sure that trade could
continue flowing. They have helped us all to stay connected, to work remotely and to
support our children’s learning.

In the long run, this is likely to trigger permanent and structural changes in societal and
economic life: more teleworking, e-learning, e-commerce, e-government. This highlights
the potential of developing a universally accepted e-1D - public electronic identity — to
allow for simple, trusted and secure access to cross-border digital public services.

Four elements will be key for a digital recovery, helping to stimulate competitive
innovation and to provide users with greater choice.

First, we will need to invest in more and better connectivity. The rapid deployment of
5G will have spill-over effects across the whole digital society and increase Europe’s
strategic autonomy. This will support wider efforts to build infrastructure that can handle
emerging and future processes and applications. It will also provide the necessary
bandwidth for health, education, transport, logistics and media which are essential for our
resilience, competitiveness and economic recovery.

Second, we will need a stronger industrial and technological presence in strategic
parts of the digital supply chain. Just as it became clear how important connectivity and
digital technologies are, we are also reminded of the importance of security of
technology. This reaffirms the need for Europe to have tech sovereignty where it matters,
as well as keeping open trade and the flow of innovation going.

In this spirit, recovery investment will be channelled towards strategic digital capacities
and capabilities, including artificial intelligence, cybersecurity, secured communication,
data and cloud infrastructure, 5G and 6G networks, supercomputers, quantum and
blockchain. This will be a priority in the Recovery and Resilience Facility, InvestEU and
the Strategic Investment Facility. The investment guidelines for the new Solvency
Support Instrument will also reflect the need to prioritise digital investments. This will
also help to bridge Europe’s digital divide, which has become even more apparent during
the crisis.

Third, we must build a real data economy as a motor for innovation and job creation.
Data offers opportunities for businesses to develop products and services. To make the
most of this, we need common European data spaces in key sectors and areas,
including in support of European industry, the implementation of the European Green
Deal, health, mobility and public administration.
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To bring this to life, the Commission will present legislative action on data sharing and
governance to help put in place the right structures to handle data sharing across
Member States and sectors, tackle barriers to digital trade and make Europe fit and able
to compete in the 21st global economy. This will facilitate the setting up of common data
spaces and strengthen governance on issues such as data portability or access. This will
be followed by a Data Act, which will establish the conditions for better access and
control of industrial data. The Commission will also propose to make high value
government datasets available for the common good through more open access for
research, innovation and SMEs.

The fourth element is the need for a fairer and easier business environment, The
extended lockdown boosted internet shopping and online business models. This trend
will only accelerate in the months and years to come, with more companies switching to
digital to do business. However, the online environment is currently dominated by a
number of large platforms. Their position — and their greater access to key data resources
— has an impact on the ability of smaller European companies to start up, scale up or
make the most of the Single Market.

These issues must be addressed if Europe is to make the most of the digital recovery. In
this spirit, one of the aims of the new Digital Services Act will be to improve the legal
framework for digital services, with clear rules for online platforms. It will offer greater
security for consumers online, prevent the abuse of market power by platforms and
ensure a fair market place with equal opportunities for smaller businesses.

We must also focus on reducing administrative burden and making it easier for
companies, especially SMEs, to use digital tools, such as e-signature. They need support
to get easier access to data and reduce red tape through digital solutions, for example for
contracts. The use of one-stop support shops and simplifying online administrative
procedures should be encouraged.

Digitisation of public procurement, including by developing national e-procurement
systems and platforms, will be prioritised. This will be supported by the full
implementation of the company law package to facilitate the digitisation and mobility of
companies and of the single digital gateway.

During the last weeks, we have also witnessed an extraordinary increase in malicious
attacks from multiple sources, attempting to capitalise on the disruption caused by the
pandemic for criminal or for geopolitical reasons. Improving the digital capabilities of
law enforcement will preserve their ability to protect citizens effectively. The digitisation
of justice systems can improve access to justice and the operation of the business
environment.

A new Cybersecurity Strategy will look at how to boost EU-level cooperation,
knowledge and capacity. It will also help Europe strengthen its industrial capabilities and
partnerships, and encourage the emergence of SMEs in the field. This will accompany
the review of the Directive on security of network and information systems and a
proposal for additional measures on Critical Infrastructure Protection. Together with the
ongoing work on cybersecurity as part of the EU Security Union, this will increase
capabilities within Member States and boost the EU’s overall cybersecurity.
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4.3. Afair and inclusive recovery

This crisis is a human tragedy. Europe must do everything it takes to ensure that what
started as a health pandemic — and became an economic emergency — does not become a
fully blown social crisis. Millions of people across the EU have either lost their job or are
on short-time work schemes and millions more could be at risk given the high-level of
uncertainty.

Supporting people to stay in work, and creating new jobs, will drive our efforts. In the
short term, the new temporary instrument to mitigate unemployment risks in an
emergency (SURE) will provide 100 billion EUR to help workers keep their income and
ensure businesses can stay afloat and retain staff. The Commission will build on this, as
well as on the experiences of newly created short-term work schemes in many Member
States, when proposing a permanent instrument in the future.

The new Solvency Support Instrument will help keep companies in business and
people in work. The European Investment Bank’s the new pan-European guarantee fund
will be able to support SMEs who employ around two-thirds of the EU’s workforce. The
regions most affected by the crisis will be able to access fast and flexible support under
the new REACT-EU initiative. In the medium to longer term, efforts to restore a fully
functioning Single Market, as well as the investment made through Next Generation EU,
will create new jobs across the economy, notably in the green and digital transitions.

All of this reflects the need for the recovery to be fair and inclusive. It must address the
disparities and inequalities either exposed or exacerbated in the crisis and promote
territorial cohesion. The starting point is solidarity: between people, generations,
regions and countries. This will need to be done in close cooperation with social
partners, civil society and other stakeholders. Our compass to achieve this will remain the
European Pillar of Social Rights.

The EU will ensure that equality is at the heart of the recovery. A prosperous and
social Europe depends on us all, irrespective of sex, racial or ethnic origin, religion or
belief, disability, age or sexual orientation. This is doubly important in a crisis which has
had disproportionate impact on a number of groups in society.

Ensuring that all workers in the EU earn a decent living will be essential for the recovery.
When set at adequate levels, minimum wages help vulnerable workers to build up a
financial buffer during good times and limit the fall in income during bad times. Given
women are overrepresented and underpaid in many front-line jobs, the need to close the
gender pay gap, including through binding pay transparency measures, becomes all
the more important.

Reinforced youth employment support will help young people get into work, training
or education, while a strong social economy can offer unique opportunities to help most
vulnerable to return to the labour market.

The virus has also been particularly painful for the elderly, who are hit hardest from the
virus and are the most secluded in their homes. The Commission’s upcoming work on
ageing and on persons with disabilities will take into account the experience and the
lessons of the crisis. At the other end of the scale, we also need to mitigate the crisis’
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impact on children. The Commission will propose the European Child Guarantee in
2021 to ensure that all children have access to basic services like health and education.

Everyone will benefit from Europe’s recovery and everyone must contribute to making it
happen. To ensure that solidarity and fairness is at the heart of the recovery, the
Commission will step up the fight against tax fraud and other unfair practices. This will
help Member States generate the tax revenue needed to respond to the major challenges
of the current crisis. A common consolidated corporate tax base would provide
business with a single rulebook to compute their corporate tax base in the EU. Tax
simplification can improve the business environment and contribute to economic growth.

The crisis is a test for our social protection systems and necessary investments need to fill
the gaps in coverage that have become apparent in the crisis, for instance for those self-
employed. This was in particular the case for platform workers who in many cases fall
outside the scope of EU labour legislation and therefore need to be provided with fair
working conditions and adequate social protection.

As Europe sets off on its path to recovery towards a greener, digital and more resilient
economy and society, the need to improve and adapt skills, knowledge and competences
becomes all the more important. The crisis has also shown the importance of digital
skills, for children, students, teachers, trainers and all of us to communicate and work.
The Commission will come forward with a Skills Agenda for Europe and an updated
Digital Education Action Plan.

The lockdown of society also proved to be a time of fear and suffering for victims of
domestic violence and abuse, with evidence of a substantial increase of cases. The EU
will do all it can to prevent and combat gender-based violence, support and protect
victims of such crimes, and hold perpetrators accountable for their abusive behaviour.
The Victims’ Rights Strategy will pay particular attention to the specific needs of
victims of gender-based violence.

5. BUILDING A MORE RESILIENT UNION AND SINGLE MARKET

The pandemic has served to reaffirm the interdependence of our economies and the
importance of a fully functioning Single Market. Member States have shared the gains
from the Single Market for almost thirty years and, for some, intra-EU trade amounts to
over 70% of exports. Our industrial ecosystems are increasingly integrated and
connected. Research, engineering, manufacturing, assembly and servicing often take
place in different parts of Europe, and allow businesses to be more competitive and focus
on what they do best. This will be exactly what is needed for Europe’s recovery.

The crisis has also broken up parts of our productive tissue and has affected crucial
supply chains. This disruption of production and decline in demand in one Member State
will have a significant impact in others. If not addressed, this could lead to closures and
job losses and will ultimately hamper our competitiveness and the speed of recovery in
other Member States. Given the scale and the nature of this challenge, the response
can only be European.

This starts with ensuring that our Single Market works properly again. Three out of
the four freedoms were severely impacted by the pandemic: people, goods, services.
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Following initial issues, the decisive action taken to ensure the free movement of goods
and products helped our grocery shops stay open and many of our factories to continue
working. The free movement of people was essential to allow transport, seasonal and
other workers to keep supply chains going.

These actions helped ensure basic business continuity but recovery will mean fully
reinstating all four freedoms. We must continue reducing our regulatory burden
simplifying our internal market rules and ensuring they are fully enforced and
implemented. The new Single Market Enforcement Task Force will be essential to
identify and address barriers that arise due to improper application or enforcement. It will
ensure the full implementation of the Single Market Enforcement Action Plan adopted in
March.

To maintain the level playing field and keep the Single Market working, the Commission
is proposing a new tool, the Solvency Support Instrument, to provide support to
healthy companies who are now at risk because of the economic shutdown. They should
be supported to get easier and quicker access to finance. This highlights the importance
of completing the Capital Markets Union and the Banking Union, key elements in
the deepening of the Economic and Monetary Union. This will help provide economic
and financial stability throughout the recovery and strengthen our resilience to future
shocks. The Commission will also draw its conclusions on the review of economic
governance after the crisis.

The crisis has also tested the EU competition framework, which was adapted quickly to
allow especially indispensable national support through State aid. At the same time, it is
important that these temporary flexibilities does not cause long-term fragmentation in the
Single Market. EU competition policy is essential to ensuring a level playing field in
today’s economy, driving innovation and giving consumers more choice. It brings the
best out of our companies and enables them to stay competitive globally. As Europe sets
out on its recovery path and speeds up the twin transitions, we should ensure that
competition rules remain fit for today’s world. To make this happen, the Commission is
currently reviewing the EU competition framework.

The crisis has also revealed a number of vulnerabilities and a significant increase in
certain crimes, such as cybercrime. This shows the need to reinforce the EU Security
Union. As part of this, the EU Security Union Strategy will address these challenges and
build on the work for a secure internal market and society.

The crisis has also put a severe strain on Member States’ asylum systems and on border
management in the European Union. The new Pact on Migration and Asylum will seek
to make the EU’s management of asylum, migration and borders more effective, fairer
and flexible enough to respond to crises.

5.1. Open strategic autonomy and strong value chains

The crisis has also revealed a number of areas where Europe needs to be more resilient to
prevent, protect and withstand future shocks. We will always be committed to open and
fair trade but must be aware of the need to reduce dependency and strengthen security of
supply, notably for things like pharmaceutical ingredients or raw materials.

12

156



To do this, Europe must focus on enhancing its strategic autonomy, economic security
and potential for job creation. The Commission is proposing a new Strategic Investment
Facility to support cross-border investments to help strengthen and build European
strategic value chains. It will incentivise European industrial and business leadership in a
number of key ecosystems, notably those linked to the twin green and digital transition.
This will strengthen the Single Market, underpin the new EU industrial strategy* and
contribute to a more circular economy.

A new pharmaceutical strategy will address risks exposed during the crisis which affect
Europe’s strategic autonomy and will also support the building of additional
pharmaceutical manufacturing and production capacities in Europe.

With the transition to climate-neutrality, the reliance on available fossil fuels risks to be
replaced with reliance on other non-energy raw materials, for which global competition is
becoming more intense. Waste prevention, boosting recycling and increasing the use of
secondary raw materials will help reduce this dependency. New investments in recycling
will help provide for strategic secondary raw materials. A new Action Plan on Critical
Raw Materials will also look at how to strengthen crucial markets in a sustainable way
for e-mobility, batteries, renewable energies, pharmaceuticals, aerospace, defence and
digital applications. This will be supported by the full implementation of the Circular
Economy Action Plan.

Global trade and its integrated value chains will remain a fundamental growth engine and
will be essential for Europe’s recovery. With this in mind, Europe will pursue a model of
open strategic autonomy. This will mean shaping the new system of global economic
governance and developing mutually beneficial bilateral relations, while protecting
ourselves from unfair and abusive practices. This will also help us diversify and solidify
global supply chains to protect us from future crises and will help strengthen the
international role of the euro. In this spirit, the EU will undertake a Trade Policy Review
to ensure the continuous flow of goods and services worldwide and to reform the World
Trade Organization.

At the same time, the EU also needs to protect its strategic assets, infrastructure and
technologies from foreign direct investments that could threaten its security or public
order, through a reinforced Foreign Direct Investment screening mechanism. In this
crisis, state subsidies from third countries have the potential of further un-levelling the
playing field in the Single Market. This will be addressed in the upcoming Commission
White Paper on an instrument on foreign subsidies. A swift agreement on the proposed
International Procurement Instrument will also be essential to strengthen the EU’s ability
to negotiate reciprocity and market opening with its partners.

Should differences in climate ambition levels around the world persist, the Commission
will propose a Carbon Border Adjustment Mechanism in 2021 to reduce the risk of
carbon leakage, in full compatibility with WTO rules. This would be a new own resource
for the EU budget, helping to repay funds raised for Next Generation EU in the future.

* COM(2020) 102
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5.2. Stronger coordination on public health and enhanced crisis management

The public health crisis our Union currently faces has shown the strength, skill and
courage of Europe’s healthcare workers. However, our public health systems, which
remains some of the best and most accessible anywhere in the world, have come under
severe strain. And coordination between Member States on health issues was also tested
in the immediate onset of the crisis.

With this in mind, and in order to improve joint preparedness for future health crises, the
Commission will propose to strengthen the European Medicines Agency in monitoring
production and supply of essential medicines in the EU to avoid shortages. It will also
give a stronger role for the European Centre for Disease Prevention and Control
(ECDC) in coordinating surveillance, preparedness and response to health crises.

The EU’s health regulatory framework should also be strengthened and the use of joint
procurements for health supplies increased. This would learn the lessons from the crisis,
starting with the procurement of vaccines in the immediate term. We will also propose to
create a European Health Data Space to promote health-data exchange and support
research in full respect of data protection.

More resilient health systems need the proper investment and financial support that
matches their leading role. The Commission is today proposing a standalone EU4Health
programme to support Member States and the EU to build up capacity and preparedness
for future health crises. It will help deliver a long-term vision for well-performing and
resilient public health systems, notably by investing in disease prevention and
surveillance, and improving access to healthcare, diagnosis and treatment.

Research and innovation will be essential to increase our knowledge of diseases,
treatments and vaccines, and strengthen our autonomy and leadership in value chains.
This is why as part of the next long-term budget, the Commission is proposing to
reinforce Horizon Europe to support research and innovation in the health field, extend
clinical trials, improve access to research infrastructure and help anchor sound science at
the heart of the policy process.

The current crisis has also emphasised the need for coordination and crisis response at
European level. While coordination between Member States picked up quickly after a
slow start, there is a need to learn the lessons of the crisis. This means putting in place
stronger crisis preparedness and crisis management for future scenarios.

The Commission is today proposing to strengthen rescEU to build the permanent
capacity to handle all types of emergencies. This will strengthen its capacity to invest in
emergency response infrastructure, transport capacity and emergency support teams. It
will create a EU-level reserves of essential supplies and equipment to be mobilised in
response to major emergencies.

Another lesson is the need for a fast, flexible and coordinated EU response to crises. In
this spirit, the Commission is proposing to strengthen its emergency tools and make them
more flexible so resources can be deployed quickly and at scale when needed. This
includes the European Solidarity Fund and the European Globalisation Adjustment Fund.
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The Solidarity and Emergency Aid Reserve will also be significantly strengthened to
enable a rapid response to crises both within and outside the EU.

6. A RECOVERY BASED ON EU VALUES AND FUNDAMENTAL RIGHTS

The crisis is testing Europe’s way of life. To help save lives, some of our freedoms have
been constrained. Essential elements that make our society work have often been put on
hold. Our democratic resilience has been tested. However, Europe must never
compromise on its values. The recovery must be based on fundamentals rights and
full respect of the rule of law.

In the face of the crisis, all Member States had to adopt emergency measures. The
Commission made clear from the onset that emergency measures must be strictly
proportionate and limited in time and in nature. All such measures must be subject to
regular scrutiny and all rights respected in full.

The crisis has also exposed a number of vulnerabilities in the rule of law. This ranged
from the stress on justice systems to the uneven capacity of institutional checks and
balances to work effectively. Media and civil society faced new obstacles in playing their
role in the democratic debate. The Commission’s Annual Rule of Law Report will look
closer into this across all Member States. The Commission’s proposal for a Regulation
on the protection of the EU budget against generalised deficiencies in the rule of law
will also be a key feature.

The crisis also highlighted threats to our democracy. It brought with it a new “infodemic”
from those wanting to manipulate the public space and spread false messages,
propaganda and hate narratives. While upholding freedom of expression and supporting
media, the Commission will address the most immediate disinformation challenges
linked to the pandemic and will also use the European Democracy Action Plan to draw
the lessons and build resilience for the future.

All of this reflects the even more important need to strengthen and nurture our
democracy. This starts with giving people a greater say in their future. Through the
Conference on the Future of Europe, citizens should play a leading and active part in
setting our priorities and our level of ambition in building a more resilient, sustainable
and fair Europe.

7. A STRONGER EUROPE IN THE WORLD

The pandemic and the economic crisis will redefine the way in which global powers and
partners interact. The threat of a potential erosion and fragmentation of the global order
has markedly increased. At the same time, a virus that knows no borders creates a shared
challenge and makes a strong and urgent case for strengthened multilateralism and
international rules-based order. More than ever, global challenges require
international cooperation and common solutions.

The ties between us need continued maintenance to adapt to new realities and to face the
disruptive developments of the 21 century. The world must avoid a global ‘great game’
to come out first and on top, to the detriment of others. It should focus on what it can do
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together, from security to climate and environment, from fighting inequalities to
strengthening international trade and international institutions.

The EU is leading the global response, working closely with the United Nations
(including the World Health Organisation and the International Labour Organisation), the
G20, the G7, the International Monetary Fund and the World Bank. In doing so, the EU
and its Member States will need to leverage their collective strength on the global stage.

In this spirit, the Commission hosted a pledging conference to raise €7.5 billion for the
development of vaccines, treatments and tools as a global common good. Any future
vaccine must be produced by the world, for the whole world and be affordable and
accessible for all.

In the longer-term, the EU will only successfully recover if our partners around the world
also recover. Investing in a sustainable global recovery is therefore in the EU’s interest.
This will require a massive and coordinated response, driven by international solidarity,
openness and leadership. As a leading economic power and the world’s largest donor of
international aid, the EU will always be open and ready to support its partners. This is
illustrated by the more than €23 billion mobilised by Team Europe to support partner
countries and international organisations to face the humanitarian, health, social and
economic impact of the crisis.

The EU has provided support to its partners and neighbours throughout this crisis and is
ready to do more. To help make this happen, the Commission is today proposing to
reinforce the Neighbourhood, Development and International Cooperation
Instrument by setting it at a level of €86 billion. A strengthened Humanitarian Aid
Instrument will ensure Europe can provide tangible solidarity to those most in need. To
support our partners in the Western Balkans, the Commission is proposing to increase
pre-accession assistance to €12.9 billion.

With the crisis sparking a further increase geostrategic tensions, Europeans need to take
greater responsibility in ensuring their own safety. In cooperation with its partners, the
EU must further strengthen its role as a security provider and a pillar of stability in the
world order. To that end, it will continue upholding multilateralism and more effectively
promote its economic and strategic interests. It must also strengthen its technological
autonomy and cooperation in the development of defence capabilities.

8. CONCLUSION — EUROPE’S MOMENT

This is Europe’s moment. Our willingness to act must live up to the challenges we are
facing. National efforts alone will not be enough - Europe is in a unique position to be
able to invest in a collective recovery and a better future for next generations.

This is our defining generational task. The investment we make through Next Generation
EU will not only help kick-start the economies and support workers, companies and
regions today. It will invest in the future and make us more resilient so that we emerge
stronger and further forward than before. We will accelerate the twin green and digital
transition and make sure that people are at the heart of the recovery.
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The European Commission invites the European Council and the co-legislators to
examine these proposals rapidly, with a view to reaching a political agreement at the
European Council. An early decision will allow funds to be available immediately and
address the most urgent areas.

The Commission will then work closely with the European Parliament and the Council to
finalise an agreement on the future long-term framework and the accompanying sectoral
programmes. Completing this work in the early autumn would mean that the new long-
term budget could be up and running and driving Europe’s recovery on 1 January 2021.

Europe’s recovery and building a better future for the next generation will not be easy
and it cannot be done alone. This will need political will and courage and buy-in from all
of society. This is a common good for our shared future.
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‘| welcome today’s agreement on our Recovery Plan and the next Multiannual Financial
Framework. We now need to move forward with finalising the agreement on the next
long-term budget and NextGenerationEU by the end of the year. Help is needed for
citizens and business badly hit by the coronavirus crisis. Our recovery plan will help us
turn the challenge of the pandemic into an opportunity for a recovery led by the green

and digital transition”.

European Commission President Ursula von der Leyen

On 10 November 2020, the European Parliament and EU Member States in the Council, with the support
of the European Commission, reached an agreement on the largest package ever financed through the EU
budget, of €1.8 trillion. Following the coronavirus crisis and its consequences, the package will help rebuild
a greener, more digital and more resilient Europe, which is better fit for current and forthcoming challenges.

Key figures in the agreement:

e Long-term budget for 2021-2027 of (@M erL X L1, combined with the temporary recovery instrument,

NextGenerationEU, of K3z o ] 11T 5

«  More than ElLlJof the amount will support modernisation through policies that include research
and innovation, via Horizon Europe; fair climate and digital transitions, via the Just Transition Fund
and the Digital Europe programme; preparedness, recovery and resilience, via the Recovery and
Resilience Facility, rescEU and a new health programme, EU4Health;

» Traditional policies such as cohesion and common agricultural policy will be modemised and will continue
to receive significant EU budget funds, with the objective to support the green and digital transitions;

o ELLD)of the EU funds, under both NextGenerationEU and MFF, will be spent to fight climate change. The
package also pays a specific attention to biodiversity protection and gender mainstreaming;

« Key programmes, including Erasmus+, EU4Health and Horizon Europe, will be reinforced compared
to the agreement at the July 2020 special European Council, by a total of (LT
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New own resources

The agreement contains a clear roadmap towards new own resources, which would help
repay the borrowing under NextGenerationEU: i

« Carbon border adjustment mechanism and a digital levy: to be proposed by June
2021, with a view to their introduction at the latest by 1 January 2023.

* A new own resource based on the Emissions Trading System: to be proposed by June 2021.

e Further new own resources, to be proposed by June 2024: could include a Financial Transaction
Tax, a financial contribution linked to the corporate sector or a new common corporate tax base.

gi@ Rule of law Flexibility

For the first time, the EU will have a specific The budget will have increased flexibility
mechanism to protect its budget against breaches mechanisms to make it fit not only for today’s
to the rule of law. Final beneficiaries of EU fundingin  realities but also for tomorrow’s uncertainties.

the Member State concerned will not be negatively

affected by this mechanism.

“Today’s agreement will allow to reinforce specific programmes under the long-term
budget for 2021-2027 (including Horizon Europe, Erasmus+, EU4Health). All in all, the
EU long-term budget together with NextGenerationEU will amount to more than €1.8
trillion. It will play an essential role to support the recovery and make sure traditional
beneficiaries of EU funds receive the sufficient means to continue their work during

these very challenging times for all’.

Johannes Hahn, European Commissioner for Budget and Administration

NextGenerationEU

To finance NextGenerationEU, the Commission will borrow on the markets. The funds raised will go to
specific programmes and will be spent in a limited period of time in order to kick-start the recovery.

Total

NGEU  with MFF
Recovery and Resilience Facility 6725 6733 7

Grants 390.0 Of which GRANTS 3125 313.3
of which provisioning Of which LOANS <& 3600  360.0
for guarantees 4 o0 REACT-EU 475 475
Loans <& 360.0 Rural development 7.5 85.4
TOTAL """"""""""" 7 50 0 Just Transition Fund 100 175
InvestEU =] 5.6 8.4

rescEU 1.9 3.0

Horizon Europe 5.0 80.9

All amounts in EUR billion
Source: European Commission.
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Long-term budget 2021-2027

The long-term EU budget will continue to play a key role to support the recovery and make sure traditional
beneficiaries of EU funds receive the sufficient means to continue their work during very challenging times
for all.

MFF 2021-2027 total allocations per heading

MFF HEXT TOTAL
GENERATION EU
1. Single Market, Innovation and Digital 1328 77777777777777777777777 106 -------------- 1434
2. Cohesion, Resilience and Values 3778 7219 1 099.7
3. Natural Resources and Environment 356.4 175 373.9
4. Migration and Border Management 227 - 22.7
5. Security and Defence 132 - 132
6. Neighbourhood and the World 98.4 - 98.4
7. European Public Administration 73.1 - 73.1
TOTAL MFF 10743 750.0 18243

All amounts in EUR billion.
Source: European Commission.

Within the long-term budget 2021-2027, ten programmes received top-ups compared to the European
Council agreement from 21 July 2020.

Horizon Europe €79.9bn

InvestEU Fund  €3.8bn

EU4Health €5.07bn (fj

Erasmus+ €23.4bn

Creative Europe  €2.2bn [ff

Rights and Values €1.6bn

Integrated Border Management Fund €6.5bn

European Border and Coast Guard €5.6bn

Neighbourhood, Development and
International Cooperation Instrument €71.8bn

Humanitarian Aid €10.2bn

TOTAL o 10 20 30 40 50 60 70 80
M EUCO Agreement - MFF 2021-2027 B Change vs EUCO Ml TOTAL: MFF 2021-2027

All amounts in EUR billion, 2018 prices.
Source: European Commission.
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CENTRE OF AND

#EUSolidarity #StrongerTogether

Cohesion policy will be crucial to ensuring a balanced recovery following the
coronavirus crisis, fostering convergence and making sure no one is left behind.

Following the initial crisis response already delivered, Cohesion policy will now focus on:
ensuring crisis repair, so that citizens and companies weather the storm
creating sound foundations for recovery, by promoting convergence, restoring growth and
employment as quickly as possible, as well as a resilient economy and society in the long-
term, based on the twin objectives of a green and digital transition.

REACT-EU

Initiative to continue and extend the crisis response and repair measures that
cohesion policy has already started delivering through the changes brought by
the Coronavirus Response Investment Initiative, while enlarging the scope to cover
green, digital, and growth-enhancing investments.

How?
By adding €55 billion to the ongoing 2014-2020 cohesion policy programmes. This will provide vital, rapid and additional
support to Member States and regions most impacted by the coronavirus outbreak.

AN
Amounts come on top of the proposed allocations for the 2021-2027 period and will be distributed between

0
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{\ EU countries according to their level of prosperity and the socio-economic effects of the crisis;
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Exceptionally not broken down per region or sector, to allow targeting the areas (geographical or sectoral)
where support is most needed;

High level of pre-financing (50%), so that sufficient liquidity is available to ensure that support is delivered
quickly in the real economy (to help people and enterprises);

Additional amounts can be financed entirely from the EU budget, to ensure that a possible lack to match this
with national co-financing is not an obstacle for the use of EU support.



This will:

Continue to support the reinforcement of crisis response capacities in

Make a concrete difference in of people affected by the crisis, as the
crisis repair measures will contribute to supporting job creation and maintenance, including
through short-time work schemes and support for the self-employed, and providing urgent
and much needed support directly to SMEs.

Enhance support to infrastructure providing

Make Member State economies more in the crisis
repair stage, by opening up for green, digital and growth-enhancing investments, bridging
the gap between the current and next long-term EU budget.

that are available in the 2014-2020 and 2021-2027 EU
funding periods.

COHESION

In addition to quick crisis response and repair measures, we also °
have to look at the longer term. Post-2020 Cohesion policy will
therefore focus on support to a swift recovery, paving the way for
long-term economic development and competitiveness of the EU, while
making sure no one is left behind, with an emphasis on the least developed
regions.

What’s new (compared to the 2018 proposal)?

il

BOHE R

Reinforced focus on economic competitiveness through research and innovation, digital
transition, the European Green Deal agenda and the promotion of the European Pillar of Social
Rights;

Higher flexibility and reactivity: additional flexibility for Member States to transfer resources
among EU Funds, at any point in time of the funding period;

Making sure that Cohesion policy is better equipped to respond to unexpected circumstances;

Further flexibility to enable phasing of projects, to give EU Member States more time to
complete operations that aren’t finished under the 2014-2020 programmes;

Reinforcing the preparedness of the health systems and better exploiting the potential of
culture and tourism;

Reinforcing support to workers and to measures addressing youth employment and child
poverty.

© European Union, 2020
Reuse of this document is allowed, provided appropriate credistliﬁgiven and any changes are indicated (Creative Commons Attribution 4.0
1

International license). For any use or reproduction of element
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(9-2) REGULATION (EU) 2020/2221 OF THE EUROPEAN PARLIAMENT
AND OF THE COUNCIL of 23 December 2020

amending Regulation (EU) No 1303/2013 as regards additional resources
and implementing arrangements to provide assistance for fostering crisis
repair in the context of the COVID-19 pandemic and its social consequences

and for preparing a green, digital and resilient recovery of the economy

(REACT-EU) (2020 4£ 12 H 23 Hf)
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REGULATION (EU) 2020/2221 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL
of 23 December 2020

amending Regulation (EU) No 13032013 as regards additional resources and implementing

arrangements to provide assistance for fostering crisis repair in the context of the COVID-19

pandemic and its social consequences and for preparing a green, digital and resilient recovery of the
economy (REACT-EU)

THE EUROPEAN PARLIAMENT AND THE COUNCIL OF THE EUROPEAN UNION,

Having regard to the Treaty on the Functioning of the European Union, and in particular Article 177 and point (a) of
Article 322(1) thereof,

Having regard to the proposal from the European Commission,

After transmission of the draft legislative act to the national parliaments,
Having regard to the opinion of the Court of Auditors (!),

After consulting the European Economic and Social Committee,

Having regard to the opinion of the Committee of the Regions (%),
Acting in accordance with the ordinary legislative procedure (),
Whereas:

(1)  Member States have been affected by the crisis resulting from the economic, social and health consequences of the
COVID-19 pandemic in an unprecedented manner. The crisis hampers growth in Member States, which in turn
aggravates the serious liquidity shortages which are due to the sudden and significant increase in public investments
needed in Member States’ health systems and other sectors of their economies. The crisis has also exacerbated the
situation of people at risk of poverty, thus reducing the social cohesion in Member States. In addition, the closure of
internal borders has had a severe impact on economic cooperation, in particular in border areas, affecting the
commuting of workers and the viability of micro, small and medium-sized enterprises (SMEs). This has created an
exceptional situation which needs to be addressed with specific, immediate and extraordinary measures that reach
the real economy quickly.

(2)  Inorder to respond to the impact of the crisis, Regulations (EU) No 1301/2013 (*) and (EU) No 1303/2013 (’) of the
European Parliament and the Council were amended by Regulation (EU) 2020/460 of the European Parliament and
of the Council () in order to allow for more flexibility in the implementation of operational programmes supported
by the European Regional Development Fund (the ‘ERDF’), the European Social Fund (the ‘ESF) and the Cohesion
Fund (collectively ‘the Funds) and by the European Maritime and Fisheries Fund (the ‘EMFF). However, as the
serious negative effects on Union economies and societies worsened, both Regulations were amended again by

() 0JC272,17.8.2020, p. 1.

(%) Opinion of 14 October 2020 (not yet published in the Official Journal).

() Position of the European Parliament of 16 December 2020 (not yet published in the Official Journal) and decision of the Council of
22 December 2020.

() Regulation (EU) No 1301/2013 of the European Parliament and of the Council of 17 December 2013 on the European Regional
Development Fund and on specific provisions concerning the Investment for growth and jobs goal and repealing Regulation (EC)
No 1080/2006 (OJ L 347, 20.12.2013, p. 289).

() Regulation (EU) No 1303/2013 of the European Parliament and of the Council of 17 December 2013 laying down common
provisions on the European Regional Development Fund, the European Social Fund, the Cohesion Fund, the European Agricultural
Fund for Rural Development and the European Maritime and Fisheries Fund and laying down general provisions on the European
Regional Development Fund, the European Social Fund, the Cohesion Fund and the European Maritime and Fisheries Fund and
repealing Council Regulation (EC) No 1083/2006 (OJ L 347, 20.12.2013, p. 320).

(®) Regulation (EU) 2020/460 of the European Parliament and of the Council of 30 March 2020 amending Regulations (EU)
No 1301/2013, (EU) No 1303/2013 and (EU) No 508/2014 as regards specific measures to mobilise investments in the healthcare
systems of Member States and in other sectors of their economies in response to the COVID-19 outbreak (Coronavirus Response
Investment Initiative) (O] L 99, 31.3.2020, p. 5).
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Regulation (EU) 2020/558 of the European Parliament and of the Council (’). Those amendments have provided
exceptional additional flexibility to enable the Member States to concentrate on the necessary response to the
unprecedented crisis by enhancing the possibility to mobilise non-utilised support from the Funds and by
simplifying procedural requirements linked to programme implementation and audits.

(3)  On 23 April 2020, the European Council endorsed the ‘Roadmap for recovery’ in order to redress huge shocks to the
economy and to mitigate, on the one hand, the social and economic consequences for the Union stemming from the
exceptional restrictions put in place by Member States to contain the spread of COVID-19 and, on the other, the risk
of an asymmetric recovery, stemming from the different national means available in different Member States, which
has, in turn, had a serious impact on the functioning of the internal market. The Roadmap for recovery has a strong
investment component and calls for the establishment of the European Recovery Fund. In addition, and as restated in
the conclusions of the European Council of 21 July 2020, it mandates the Commission to analyse the needs so that
the resources would be targeted towards those sectors and geographical parts of the Union that are most affected,
while also clarifying the link with the Multiannual Financial Framework for 2021-2027.

(4)  In accordance with Council Regulation (EU) 2020/2094 (*) and within the limits of the resources allocated therein,
recovery and resilience measures under the European Structural and Investment Funds should be carried out to
address the unprecedented impact of the COVID-19 crisis. Such additional resources should be used to ensure
compliance with the time limits provided for in Regulation (EU) 2020/2094.

(5)  This Regulation lays down rules and implementing arrangements regarding the additional resources provided as
Recovery Assistance for Cohesion and the Territories of Europe (REACT-EU) to provide assistance for fostering
crisis repair in the context of the COVID-19 pandemic and its social consequences and for preparing a green, digital
and resilient recovery of the economy. Under REACT-EU, an additional exceptional amount of up to EUR 47 500
000 000 in 2018 prices for budgetary commitment from the Structural Funds for the years 2021 and 2022 should
be made available to support those Member States and regions that are most affected by crisis repair in the context of
the COVID-19 pandemic and its social consequences and that are preparing a green, digital and resilient recovery of
the economy (REACT-EU resources’), with a view to deploying resources quickly to the real economy through the
existing operational programmes. The REACT-EU resources stem from the European Union Recovery Instrument.
Part of the REACT-EU resources should be allocated to technical assistance at the initiative of the Commission. The
Commission should set out the breakdown of the REACT-EU resources for each Member State on the basis of an
allocation method based on the latest available objective statistical data concerning Member States’ relative
prosperity and the extent of the effect of the COVID-19 crisis on their economies and societies. Before the
application of the allocation method concerning the REACT-EU resources for the year 2021 and to provide support
for the most important sectors following the COVID-19 crisis in certain Member States, an amount of EUR 100 000
000 and EUR 50 000 000 should be allocated to Luxembourg and Malta, respectively. The allocation method should
include a dedicated additional amount for the outermost regions, given the specific vulnerability of their economies
and societies. In order to reflect the evolving nature of the effects of the COVID-19 crisis, the breakdown should be
revised in 2021 on the basis of the same allocation method and using the latest statistical data available
by 19 October 2021 to distribute the 2022 tranche of the REACT-EU resources.

(6)  Inview of the importance of tackling climate change in line with the Union’s commitments to implement the Paris
Agreement and the UN Sustainable Development Goals, the Funds will contribute to mainstream climate actions
and to the achievement of an overall target of 30 % of the Union budget expenditure supporting climate objectives.
REACT-EU is expected to contribute 25 % of the overall financial envelope to climate objectives. In line with the
nature of REACT-EU as a crisis-repair instrument and the flexibility provided by this Regulation, including the lack

() Regulation (EU) 2020/558 of the European Parliament and of the Council of 23 April 2020 amending Regulations (EU)
No 1301/2013 and (EU) No 1303/2013 as regards specific measures to provide exceptional flexibility for the use of the European
Structural and Investments Funds in response to the COVID-19 outbreak (OJ L 130, 24.4.2020, p. 1).

(®) Council Regulation (EU) 2020/2094 of 14 December 2020 establishing a European Union Recovery Instrument to support the
recovery in the aftermath of the COVID-19 crisis (O] L 433, 22.12.2020, p. 23).
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of thematic concentration requirements and the possibility for Member States to direct the REACT-EU resources to
support ERDF or ESF operations according to their needs, the level of Member States’ contributions towards that
ambition may differ depending on national priorities.

(7)  Horizontal financial rules adopted by the European Parliament and the Council on the basis of Article 322 of the
Treaty on the Functioning of the European Union (TFEU’) apply to this Regulation. Those rules are laid down in
Regulation (EU, Euratom) 20181046 of the European Parliament and of the Council () (the Financial Regulation’)
and determine in particular the procedure for establishing and implementing the budget through grants,
procurement, prizes, indirect implementation and provide for checks on the responsibility of financial actors. Rules
adopted on the basis of Article 322 TFEU also include a general regime of conditionality for the protection of the
Union budget.

(8)  In order to allow maximum flexibility to Member States in tailoring crisis repair actions in the context of the
COVID-19 pandemic and its social consequences and preparing a green, digital and resilient recovery of the
economy, allocations should be established by the Commission at Member State level. Furthermore, the possibility
of using any REACT-EU resources to support aid for the most deprived and the Youth Employment Initiative (‘YEI)
should also be provided for. In addition, it is necessary to establish ceilings concerning the allocation to technical
assistance at the initiative of the Member States while allowing maximum flexibility to the Member States as to its
allocation within operational programmes supported by the ERDF or the ESF. The operational strength of the ESF
should be maintained when allocating the REACT-EU resources in the policy areas of employment, in particular
youth employment in line with the reinforced Youth Guarantee, skills and education, social inclusion and health,
with a particular focus on reaching out to disadvantaged groups and children. Taking account of the expected quick
spending of the REACT-EU resources, the commitments linked to these resources should only be decommitted at the
closure of the operational programmes.

(9)  Asthe COVID-19 pandemic has affected regions and municipalities in Member States differently, the involvement of
regional and local actors from authorities, economic and social partners and civil society, in accordance with the
partnership principle, is important for the preparation, implementation, monitoring and evaluation of crisis repair
supported by REACT-EU.

(10) Possibilities for financial transfers under the Investment for growth and jobs goal between the ERDF and the ESF
should also be introduced for the REACT-EU resources in accordance with Article 25a of Regulation (EU) No 1303/
2013. Such transfers should not affect either the resources available under the European territorial cooperation goal
or the specific allocation for the YEL

(11) 1In order to complement the actions already available under the scope of support of the ERDF, as extended by
Regulations (EU) 2020/460 and (EU) 2020/558, Member States should continue to be allowed to use the
REACT-EU resources primarily for investments in products and services for health services, including cross-border,
and institutional, community and family-based care, for providing support in the form of working capital or
investment support to SMEs, including advisory support, in particular in the sectors most affected by the COVID-19
pandemic and needing rapid revitalisation, such as tourism and culture, for investments contributing to the
transition towards a digital and green economy, for investments in infrastructure providing non-discriminatory
basic services to citizens, and for economic support measures for those regions which are most dependent on
sectors most affected by the COVID-19 crisis. Stronger health cooperation, coordination and resilience should also
be fostered. Furthermore, technical assistance should be supported. It is appropriate that the REACT-EU resources
are focused exclusively under the 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’, which
should also constitute a single investment priority, to allow for simplified programming and implementation of
these resources.

(°) Regulation (EU, Euratom) 2018/1046 of the European Parliament and of the Council of 18 July 2018 on the financial rules applicable
to the general budget of the Union, amending Regulations (EU) No 1296/2013, (EU) No 1301/2013, (EU) No 1303/2013, (EU)
No 1304/2013, (EU) No 1309/2013, (EU) No 1316/2013, (EU) No 223/2014, (EU) No 283/2014, and Decision No 541/2014/EU
and repealing Regulation (EU, Euratom) No 966/2012 (OJ L 193, 30.7.2018, p. 1).
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(12) For the ESF, Member States should use the REACT-EU resources primarily to support access to the labour market
and social systems, ensuring job maintenance, including through short-time work schemes and support to the self-
employed as well as entrepreneurs and freelancers, artists and creative workers. Short-time work schemes and
similar measures, in particular for the self-employed, aim to protect employees and the self-employed against the
risk of unemployment while maintaining the same level of working and employment conditions and wages of
employees. The REACT-EU resources allocated to such schemes are to be used exclusively to support workers. In the
context of the current exceptional circumstances caused by the COVID-19 pandemic, it should be possible to
provide support to short-time work schemes for employees and the self-employed even when such support is not
combined with active labour market measures, unless those measures are imposed by national law. That rule should
also apply in a uniform manner to short-time work schemes which have been supported in accordance with
Regulation (EU) No 1303/2013, as amended by Regulations (EU) 2020/460 and (EU) 2020/558 following the
COVID-19 crisis, and which continue to be supported under the dedicated investment priority ‘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’. Union support to such short-time work schemes should be limited in time.

(13) Support should also be provided for job creation and quality employment, in particular for people in vulnerable
situations, and for social inclusion and poverty eradication measures. Youth employment measures should be
extended in line with the reinforced Youth Guarantee. Investments in education, training and skills development,
including reskilling and upskilling, in particular for disadvantaged groups, should be provided for. Equal access to
social services of general interest, including for children, the elderly, persons with disabilities, ethnic minorities and
the homeless should be promoted.

(14) Furthermore, Member States should continue to pay special attention to people living in rural, border, less
developed, insular, mountainous, sparsely populated and outermost regions, as well as in areas affected by industrial
transition and depopulation and, where appropriate, use the REACT-EU resources towards supporting those people.

(15) As the temporary closing of borders between Member States has led to significant challenges for cross-border
communities and businesses, it is appropriate to allow Member States to allocate the REACT-EU resources also to
existing cross-border programmes under the European territorial cooperation goal.

(16) In order to ensure that Member States have sufficient financial means to quickly implement crisis repair actions in
the context of the COVID-19 pandemic and its social consequences and to prepare a green, digital and resilient
recovery of the economy, it is necessary to provide a higher level of initial pre-financing payment for the quick
implementation of actions supported by the REACT-EU resources. The initial pre-financing to be paid should ensure
that Member States have the means to arrange for advance payments to beneficiaries where necessary and to
reimburse beneficiaries quickly following the submission of payment claims.

(17) It should be possible for Member States to allocate the REACT-EU resources to new dedicated operational
programmes under the Investment for growth and jobs goal or to new priority axes within existing programmes
under the Investment for growth and jobs and the European territorial cooperation goals. In order to enable quick
implementation, only already designated authorities of existing operational programmes supported by the ERDF,
the ESF, or the Cohesion Fund should be allowed to be identified for new dedicated operational programmes. An ex
ante evaluation by the Member States should not be required and the elements required for the submission of the
operational programme to the Commission’s approval should be limited.

(18) The REACT-EU resources should be used in accordance with the sustainable development and ‘Do no harm’
principles, taking into account the Paris Agreement and the UN Sustainable Development Goals. Furthermore,
equality between men and women, gender mainstreaming and the integration of gender perspective should be taken
into account and promoted throughout the implementation of operational programmes.
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(20)

(21)

(23)

(24)

With a view to alleviating the burden on public budgets regarding crisis repair in the context of the COVID-19
pandemic and its social consequences and the preparation of a green, digital and resilient recovery of the economy,
expenditure for operations should be eligible from 1 February 2020 and Member States should be given the
exceptional possibility to request a co-financing rate of up to 100 % to be applied to the separate priority axes of
operational programmes providing support from the REACT-EU resources.

While it is important to ensure that 31 December 2023 remains the end date for eligibility for the 2014-2020
programming period, it should be made clear that operations could still be selected for support in the course
of 2023.

In order to ensure continuity of implementation of certain operations supported by the REACT-EU resources, the
phasing provisions of a Regulation laying down common provisions on the European Regional Development Fund,
the European Social Fund Plus, the Cohesion Fund, the Just Transition Fund and the European Maritime and Fisheries
Fund and financial rules for those and for the Asylum and Migration Fund, the Internal Security Fund and the Border
Management and Visa Instrument should apply.

Following the specific flexibility measures in response to the COVID-19 outbreak introduced into Regulation (EU)
No 1303/2013 by Regulation (EU) 2020/558, expenditure for physically completed or fully implemented
operations that foster crisis repair in the context of the COVID-19 pandemic and its social consequences and
prepare a green, digital and resilient recovery of the economy supported under the corresponding new thematic
objective should also be eligible, provided that the operations concerned started from 1 February 2020.

In order to enable Member States to quickly deploy the REACT-EU resources within the current programming
period, it is justified to exempt, on an exceptional basis, Member States from the obligation to comply with ex ante
conditionalities and requirements on the performance reserve and application of the performance framework, on
thematic concentration, also in relation to the thresholds established for sustainable urban development for the
ERDF, and requirements on preparation of a communication strategy for the REACT-EU resources. It is nevertheless
necessary that Member States carry out at least one evaluation by 31 December 2024 to assess the effectiveness,
efficiency, impact and inclusiveness of the REACT-EU resources as well as how these resources have contributed to
achieving the goals of the new dedicated thematic objective. To facilitate the availability of comparable information
at Union level, Member States should be required, where appropriate, to make use of the COVID-19 programme-
specific indicators made available by the Commission. In addition, while carrying out their responsibilities linked to
information, communication and visibility, Member States and managing authorities should enhance the visibility of
the exceptional measures and resources introduced by the Union, in particular by ensuring that potential
beneficiaries, beneficiaries, participants, final recipients of financial instruments and the general public are aware of
the existence, volume and additional support stemming from the REACT-EU resources.

With a view to allowing the REACT-EU resources to be targeted to the geographic areas where they are most needed,
as an exceptional measure and without prejudice to the general rules for allocating Structural Funds resources, the
REACT-EU resources allocated to the ERDF and the ESF should not be required to be broken down per category of
region. However, Member States are expected to take into account the different regional needs and development
levels in order to ensure that support is balanced between the needs of the regions and cities most affected by the
impact of the COVID-19 pandemic and the need to maintain focus on less developed regions, in accordance with
the objectives of economic, social and territorial cohesion set out in Article 174 TFEU. Member States should also
involve local and regional authorities, as well as relevant bodies representing civil society and social partners, in
accordance with the partnership principle.
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(25)

(26)

(27)

(28)

Except for those cases where derogations are provided for by this Regulation, expenditure under REACT-EU should
be subject to the same obligations and safeguards as all cohesion funding. That includes respect for fundamental
rights and compliance with the Charter of Fundamental Rights of the European Union as well as effective anti-fraud
measures implemented with the support of existing anti-fraud agencies at Member State and Union level, such as the
European Anti-Fraud Office and, where relevant, the European Public Prosecutor’s Office.

When measures are adopted to protect the Union budget, it is essential that the legitimate interests of final recipients
and beneficiaries be properly safeguarded.

In order to facilitate the transfers authorised by the changes introduced under this Regulation, the condition laid
down in point (f) of Article 30(1) of the Financial Regulation regarding the use of appropriations for the same
objective should not apply in respect of those transfers.

Since the objective of this Regulation, namely to respond to the impact of the COVID-19 crisis by introducing
flexibility measures in the field of providing support from the European Structural and Investment Funds, cannot be
sufficiently achieved by the Member States but can rather, by reason of the scale and effects of the proposed action,
be better achieved at Union level, the Union may adopt measures, in accordance with the principle of subsidiarity as
set out in Article 5 of the Treaty on European Union. In accordance with the principle of proportionality, as set out
in that Article, this Regulation does not go beyond what is necessary to achieve that objective.

Given the urgency of the situation related to the COVID-19 pandemic, this Regulation should enter into force on the
day following that of its publication in the Official Journal of the European Union.

Regulation (EU) No 1303/2013 should therefore be amended accordingly.

Article 135(2) of the Agreement on the withdrawal of the United Kingdom of Great Britain and Northern Ireland
from the European Union and the European Atomic Energy Community (*°) provides that amendments to Council
Regulation (EU, Euratom) No 1311/2013 (') or Council Decision 2014/335/EU, Euratom (*?) that are adopted on
or after the date of entry into force of that Agreement are not to apply to the United Kingdom insofar as those
amendments have an impact on the United Kingdom’s financial obligations. The support under this Regulation
for 2021 and 2022 is financed from an increase of the own resources ceiling of the Union, which would have an
impact on the United Kingdom’s financial obligation. Therefore, this Regulation should not apply to or in the
United Kingdom,

HAVE ADOPTED THIS REGULATION:

Article 1

Regulation (EU) No 1303/2013 is amended as follows:

(1)

the following Articles are inserted:
‘Article 92a

REACT-EU resources

The measures referred to in Article 1(2) of Council Regulation (EU) 2020/2094 (*) shall be implemented under the
Structural Funds with an amount of up to EUR 47 500 000 000 in 2018 prices as referred to in point (a)(i) of Article 2
(2) of that Regulation, subject to its Article 3(3), (4), (7) and (9).

OJ L 29,31.1.2020, p. 7.

Council Regulation (EU, Euratom) No 1311/2013 of 2 December 2013 laying down the multiannual financial framework for the
years 2014-2020 (O] L 347, 20.12.2013, p. 884).

Council Decision 2014/335/EU, Euratom of 26 May 2014 on the system of own resources of the European Union (O] L 168,
7.6.2014, p. 105).
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These additional resources for 2021 and 2022, stemming from the European Union Recovery Instrument, shall
provide assistance for fostering crisis repair in the context of the COVID-19 pandemic and its social consequences and
for preparing a green, digital and resilient recovery of the economy (“REACT-EU resources”).

As provided for in Article 3(1) of Regulation (EU) 2020/2094, the REACT-EU resources shall constitute external
assigned revenues for the purpose of Article 21(5) of the Financial Regulation.

Atrticle 92b

Implementing arrangements for the REACT-EU resources

1. The REACT-EU resources shall be made available under the Investment for growth and jobs goal.

By way of derogation from Article 94, Member States shall also jointly allocate part of their REACT-EU resources to
cross-border co-operation programmes under the European territorial cooperation goal in which they participate, if
they agree that such allocations reflect their respective national priorities.

The REACT-EU resources shall be used to implement technical assistance pursuant to paragraph 6 of this Article and
the operations implementing the thematic objective referred to in the first subparagraph of paragraph 9 of this Article.

2. The REACT-EU resources shall be made available for budgetary commitment for the years 2021 and 2022, in
addition to the global resources set out in Article 91, as follows:

— 2021: EUR 37 500 000 000,

— 2022: EUR 10 000 000 000.

The REACT-EU resources shall also support administrative expenditure up to EUR 18 000 000 in 2018 prices.

Operations to be supported by the REACT-EU resources may be selected for support up to the end of 2023. The
phasing provisions set out in a Regulation laying down common provisions on the European Regional Development
Fund, the European Social Fund Plus, the Cohesion Fund, the Just Transition Fund and the European Maritime and
Fisheries Fund and financial rules for those and for the Asylum and Migration Fund, the Internal Security Fund and the
Border Management and Visa Instrument are applicable to operations supported by the REACT-EU resources.

3. 0,35 % of the REACT-EU resources shall be allocated to technical assistance at the initiative of the Commission,
with a special focus on Member States hit harder by the COVID-19 pandemic and Member States with lower
absorption and implementation rates.

4. The Commission shall adopt a decision, by means of implementing acts, setting out the breakdown of the
REACT-EU resources as appropriations from the Structural Funds for 2021 for each Member State in accordance with
the criteria and methodology set out in Annex VIla. That decision shall be revised in 2021 to set out the breakdown of
the REACT-EU resources for 2022 based on data available by 19 October 2021.

5. By way of derogation from the first paragraph of Article 76, the budget commitments for the REACT-EU
resources in respect of each operational programme concerned shall be made for each Fund for the years 2021
and 2022.

The legal commitment referred to in the second paragraph of Article 76 for the years 2021 and 2022 shall enter into
force on or after the date referred to in Article 3(3) of Regulation (EU) 2020/2094.

The third and fourth paragraphs of Article 76 shall not apply in respect of the REACT-EU resources.

By way of derogation from Article 14(3) of the Financial Regulation, the de-commitment rules set out in Chapter IV of
Title IX of Part II and in Article 136 of this Regulation shall apply to the budgetary commitments based on the
REACT-EU resources. By way of derogation from point (c) of Article 12(4) of the Financial Regulation, the REACT-EU
resources shall not be used for a succeeding programme or action.
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By way of derogation from Articles 86(2) and 136(1) of this Regulation, the commitments for the REACT-EU resources
shall be decommitted in accordance with the rules to be followed for the closure of the programmes.

Each Member State shall allocate the REACT-EU resources available for programming under the ERDF and the ESF to
operational programmes or to cross-border cooperation programmes, involving local and regional authorities, as well
as relevant bodies representing civil society and social partners, in accordance with the partnership principle.

By way of derogation from Article 92(7), a part of the REACT-EU resources shall also be proposed to be used, if the
Member State concerned considers it appropriate, to increase the support for the Fund for European Aid to the Most
Deprived (‘FEAD”), in order to address the situation of those who have been hit to an unprecedented degree by the
COVID-19 crisis. A part of the REACT-EU resources may also be used to increase the support for the YEL In both
cases, the increase may be proposed before or at the same time as the allocation to the ERDF and the ESF.

Following their initial allocation, the REACT-EU resources may, at the request of a Member State for amendment of an
operational programme pursuant to Article 30(1), be transferred between the ERDF and the ESF, irrespective of the
percentages referred to in points (a), (b) and (c) of Article 92(1), keeping the overall operational strength of the ESF at
Union level. This subparagraph shall not apply to ERDF resources allocated to cross-border cooperation programmes
under the European territorial cooperation goal.

Article 30(5) shall not apply to the REACT-EU resources. Those resources shall be excluded from the basis of
calculation for the purposes of the ceilings established in that paragraph.

For the purposes of the application of point (f) of Article 30(1) of the Financial Regulation, the condition that
appropriations are to be for the same objective shall not apply in respect of such transfers. Such transfers may only
apply to the ongoing year or to future years in the financial plan.

The requirements laid down in Article 92(4) of this Regulation shall not apply to the initial allocation or the subsequent
transfers of the REACT-EU resources.

The REACT-EU resources shall be implemented in accordance with the rules of the Fund to which they are allocated or
transferred.

6. Upto 4 % of the total REACT-EU resources under the ERDF and the ESF may be allocated to technical assistance
at the initiative of the Member States, under any existing operational programme supported from the ERDF or the ESF
or a new operational programme or programmes referred to in paragraph 10.

Up to 6 % of the additional ERDF resources allocated to a cross-border cooperation programme under the European
territorial cooperation goal pursuant to the second subparagraph of paragraph 1 may be allocated to technical
assistance.

7. By way of derogation from Articles 81(1) and 134(1), the initial pre-financing to be paid following the
Commission decision adopting an operational programme or approving the amendment to an operational
programme for the allocation of the REACT-EU resources shall be 11 % of the REACT-EU resources allocated to
programmes for the year 2021.

For the purpose of applying Article 134(2) to the annual pre-financing in the years 2021, 2022 and 2023, the amount
of the support from the Funds for the whole programming period to the operational programme shall include the
REACT-EU resources.

The amount paid as additional initial pre-financing referred to in the first subparagraph shall be totally cleared from the
Commission accounts not later than when the operational programme is closed.

8. The REACT-EU resources not allocated to technical assistance shall be used under the thematic objective referred
to in the first subparagraph of paragraph 9 to support operations that foster crisis repair in the context of the
COVID-19 pandemic and its social consequences and prepare a green, digital and resilient recovery of the economy.
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Member States may allocate the REACT-EU resources either to one or more separate priority axes within an existing
operational programme or programmes under the Investment for growth and jobs goal or within an existing cross-
border cooperation programme or programmes under the European territorial cooperation goal, or to a new
operational programme or programmes referred to in paragraph 10 of this Article under the Investment for growth
and jobs goal. By way of derogation from Article 26(1), the programme shall cover the period
until 31 December 2022, subject to paragraph 4 of this Article.

For the ERDF, the REACT-EU resources shall be used primarily to support investments in products and services for
health services or in social infrastructure, to provide support in the form of working capital or investment support to
SMEs’ investments in sectors with a high job creation potential, to support investments contributing to the transition
towards a digital and green economy, to support investments in infrastructure providing basic services to citizens, and
to support economic support measures in the regions which are most dependent on sectors most affected by the
COVID-19 crisis.

For the ESF, the REACT-EU resources shall be used primarily to support access to the labour market by maintaining
jobs of employees and of the self-employed, including through short-time work schemes even when that support is
not combined with active labour market measures, unless those measures are imposed by national law. The REACT-EU
resources shall support job creation and quality employment, in particular for people in vulnerable situations, and
extend youth employment measures in line with the reinforced Youth Guarantee. Investments in education, training
and skills development shall be directed to address the twin green and digital transitions.

The REACT-EU resources shall also support social systems contributing to social inclusion, anti-discrimination and
poverty eradication measures, with a particular focus on child poverty and enhance equal access to social services of
general interest, including for children, the elderly, persons with disabilities, ethnic minorities and the homeless.

9.  With the exception of technical assistance referred to in paragraph 6 of this Article and of the REACT-EU
resources used for the FEAD or for the YEI referred to in the seventh subparagraph of paragraph 5 of this Article, the
REACT-EU resources shall support operations under the 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”, complementing the thematic objectives set out in Article 9.

The thematic objective referred to in the first subparagraph of this paragraph shall be available exclusively for the
programming of the REACT-EU resources. By way of derogation from points (b), (c) and (d) of Article 96(1) of this
Regulation and from Article 8(1) of Regulation (EU) No 1299/2013, it shall not be combined with other investment
priorities.

The thematic objective referred to in the first subparagraph of this paragraph shall also constitute the single investment
priority for the programming and implementation of the REACT-EU resources from the ERDF and the ESF.

Where one or more separate priority axes are established corresponding to the thematic objective referred to in the first
subparagraph of this paragraph within an existing operational programme, the elements listed in points (b)(v) and (vii)
of Article 96(2) of this Regulation and in points (b)(v) and (vi) of Article 8(2) of Regulation (EU) No 1299/2013 shall
not be required for the description of the priority axis in the revised operational programme.

The revised financing plan set out in point (d) of Article 96(2) of this Regulation and in point (d) of Article 8(2) of
Regulation (EU) No 1299/2013 shall set out the allocation of the REACT-EU resources for the year 2021 and, where
applicable, for 2022 without identifying amounts for the performance reserve and with no breakdown per category of
regions.

By way of derogation from Article 30(1) of this Regulation, requests for the amendment of a programme submitted by
a Member State shall be duly justified and shall in particular set out the expected impact of the changes to the
programme on fostering crisis repair in the context of the COVID-19 pandemic and its social consequences and on
preparing a green, digital and resilient recovery of the economy. Those requests shall be accompanied by the revised
programme.
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10. By way of derogation from Article 26(4), new dedicated operational programmes under the Investment for
growth and jobs goal may be drawn up by Member States under the new thematic objective referred to in the first
subparagraph of paragraph 9 of this Article. No ex ante evaluation as set out in Article 55 shall be required.

By way of derogation from point (a) of Article 96(2), where such a new operational programme is established, the
justification shall set out the expected impact of the operational programme on fostering crisis repair in the context of
the COVID-19 pandemic and its social consequences and on preparing a green, digital and resilient recovery of the
economy.

Where such a new operational programme is established, only authorities already designated under ongoing
operational programmes supported by the ERDF, the ESF and the Cohesion Fund may be identified by the
Member States for the purposes of point (a) of Article 96(5).

The elements set out in points (b)(v) and (vii) of the first subparagraph of paragraph 2, in paragraph 4, in points (b) and
(c) of paragraph 6 and in paragraph 7 of Article 96 shall not be required for such new operational programme. The
elements set out in Article 96(3) shall only be required where corresponding support is provided.

By way of derogation from Article 29(3) and (4) and Article 30(2), the Commission shall 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.

11. By way of derogation from Article 65(2) and (9), expenditure for operations supported under the thematic
objective referred to in the first subparagraph of paragraph 9 of this Article shall be eligible from 1 February 2020.

12. By way of derogation from the first and second subparagraphs of Article 120(3), a co-financing rate of up
to 100 % may be applied to the priority axis or axes supported by the REACT-EU resources programmed under the
thematic objective referred to in the first subparagraph of paragraph 9 of this Article. Further to the common
indicators set out in the Fund-specific rules, Member States shall also, where appropriate, make use of COVID-19
programme-specific indicators made available by the Commission.

By way of derogation from Articles 56(3) and 114(2), the Member States shall ensure that by 31 December 2024 at
least one evaluation on the use of the REACT-EU resources is carried out to assess their effectiveness, efficiency, impact
and, where applicable, inclusiveness and non-discrimination, including from a gender perspective, and how they
contributed to the thematic objective referred to in the first subparagraph of paragraph 9 of this Article.

13.  The following provisions shall not apply to the REACT-EU resources:

(a) thematic concentration requirements including thresholds established for sustainable urban development as set out
in this Regulation or the Fund-specific rules, by way of derogation from Article 18;

(b) ex ante conditionalities, by way of derogation from Article 19 and the Fund-specific rules;

(c) requirements on the performance reserve and application of the performance framework, by way of derogation
from Articles 20 and 22, respectively;

(d) Article 65(6) for operations that started from 1 February 2020 and that foster crisis repair in the context of the
COVID-19 pandemic and its social consequences and prepare a green, digital and resilient recovery of the
economy supported under the thematic objective referred to in the first subparagraph of paragraph 9 of this
Article;

() requirements to prepare a communication strategy, by way of derogation from Article 116 and point (a) of
Article 115(1).

By way of derogation from the requirements set out in Article 12(4) of Regulation (EU) No 1299/2013 for operations
supported by the REACT-EU resources under the European territorial cooperation goal, cooperation of beneficiaries in
at least two fields shall be sufficient.

179



L 437/40 Official Journal of the European Union 28.12.2020

14.  While carrying out their responsibilities linked to information, communication and visibility in accordance with
Article 115(1) and (3) and with Annex XII, Member States and managing authorities shall ensure that potential
beneficiaries, beneficiaries, participants, final recipients of financial instruments and the general public are aware of
the existence, volume and additional support stemming from the REACT-EU resources.

The Member States and managing authorities shall make clear to citizens that the operation in question is funded as
part of the Union’s response to the COVID-19 pandemic and shall ensure full transparency, using, where appropriate,
social media.

The references to the “Fund”, “Funds” or “ESI Funds” in Section 2.2 of Annex XII shall be complemented by a reference

to “funded as part of the Union’s response to the COVID-19 pandemic”, where financial support is provided to
operations from the REACT-EU resources.

(*) Council Regulation (EU) 2020/2094 of 14 December 2020 establishing a European Union Recovery Instrument to
support the recovery in the aftermath of the COVID-19 crisis (O] L 433, 22.12.2020, p. 23).;

(2) in Article 154, the following subparagraph is added:

‘Articles 92a and 92b shall not apply to or in the United Kingdom. References to Member States in those provisions
shall be understood as not including the United Kingdom.’;

(3) the text set out in the Annex to this Regulation is inserted as Annex Vlla.

Article 2

The Commission shall provide the European Parliament and the Council with an evaluation of REACT-EU
by 31 March 2025. That evaluation shall include information on the achievement of the objectives of REACT-EU, the
effectiveness of the use of the REACT-EU resources, the types of actions financed, the beneficiaries and final recipients of
the financial allocations, and its European added value in aiding the economic recovery.

Article 3

This Regulation shall enter into force on the day following that of its publication in the Official Journal of the European Union.

This Regulation shall be binding in its entirety and directly applicable in all Member States.

Done at Brussels, 23 December 2020.

For the European Parliament For the Council
The President The President
D. M. SASSOLI M. ROTH
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ANNEX

‘ANNEX Vlla

METHODOLOGY FOR THE ALLOCATION OF THE REACT-EU RESOURCES - ARTICLE 92b(4)

Allocation method for the REACT-EU resources

The REACT-EU resources shall be distributed between the Member States according to the following methodology:

1. Each Member State’s provisional share from the REACT-EU resources is determined as the weighted sum of the shares
determined on the basis of the following criteria, weighted as indicated:

(@) A factor of GDP (weighting of 2/3) obtained by applying the following steps:

(i) share of each Member State of the total loss of real seasonally adjusted GDP expressed in EUR between the first
semester of 2019 and the end of the applicable reference period for all Member States considered;

(ii) adjustment of the shares obtained under point (i) by dividing them with the Member State’s GNI per capita
expressed as a percentage of the average GNI per capita of the EU-27 (average expressed as 100 %).

(b) A factor of unemployment (weighting of 2/9) expressed as the weighted average of:

(i) the share of the Member State in the total number of unemployed (weighting of 3/4) for all Member States
considered in January 2020; and

(ii) the share of the Member State in the total increase in the number of persons unemployed (weighting of 1/4)
between January 2020 and the end of the applicable reference period for all Member States considered.

(c) A factor of youth unemployment (weighting of 1/9) expressed as the average of:

(i) the share of the Member State in the total number of young persons unemployed (weighting of 3/4) for all
Member States considered in January 2020; and

(ii) the share of the Member State in the total increase in the number of young persons unemployed (weighting
of 1/4) between January 2020 and the applicable reference period for all Member States considered.

If the Member State’s real seasonally adjusted GDP expressed in EUR for the applicable reference period is higher than in
the first semester of 2019, that Member State’s data shall be excluded from the calculations in point (a)(i).

If the number of people unemployed (age group 15 to 74) or young people unemployed (age group 15 to 24) in the
Member State for the applicable reference period is lower than in January 2020, that Member State’s data shall be
excluded from the calculations in points (b)(ii) and (c)(ii).

2. The rules set out in paragraph 1 shall not result in allocations per Member State for the whole period 2021 to 2022
higher than:

(a) for Member States whose average GNI per capita (in PPS) for the period 2015-2017 is above 109 % of the EU-27
average: 0,07 % of their real GDP of 2019;

(b) for Member States whose average GNI per capita (in PPS) for the period 2015-2017 is equal to or below 90 % of the
EU-27 average: 2,60 % of their real GDP of 2019;

(c) for Member States whose average GNI per capita (in PPS) for the period 2015-2017 is above 90 % and equal to or
below 109 % of the EU-27 average: the percentage is obtained through a linear interpolation between 0,07 %
and 2,60 % of their real GDP of 2019 leading to a proportional reduction of the capping percentage in line with
the increase in prosperity.
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The amounts exceeding the level set out in points (a) to (c) per Member State are redistributed proportionally to the
allocations of all other Member States whose average GNI per capita (in PPS) is under 100 % of the EU-27 average. The
GNI per capita (in PPS) for the period 2015-2017 is the one used for cohesion policy in the MFF 2021-2027
negotiations.

3. For the purposes of calculating the distribution of the REACT-EU resources for the year 2021:
(a) for the GDP the reference period shall be the first semester of 2020;

(b) for the number of people unemployed and the number of young people unemployed the reference period shall be
the average of June to August 2020;

(c) the maximum allocation resulting from the application of paragraph 2 is multiplied by the share of the REACT-EU
resources for the year 2021 in the total REACT-EU resources for the years 2021 and 2022.

Before the application of the method described in paragraphs 1 and 2 concerning the REACT-EU resources for the
year 2021, an amount of EUR 100 000 000 and EUR 50 000 000 shall be allocated to Luxembourg and Malta,
respectively.

In addition, an amount corresponding to an aid intensity of EUR 30 per inhabitant shall be allocated to the outermost
NUTS level 2 regions from the allocation. That allocation will be distributed per region and Member State in a manner
proportional to the total population of those regions. The additional allocation for the outermost regions shall be
added to the allocation that every outermost region receives through the distribution of the national budget.

The remaining amount for the year 2021 shall be distributed among Member States in accordance with the method
described in paragraphs 1 and 2.

4. For the purposes of calculating the distribution of the REACT-EU resources for the year 2022:
() for GDP the reference period shall be the first semester of 2021;

(b) for the number of people unemployed and the number of young people unemployed the reference period shall be
the average of June to August 2021;

(c) the maximum allocation resulting from the application of paragraph 2 is multiplied by the share of the REACT-EU
resources for the year 2022 in the total REACT-EU resources for the years 2021 and 2022.".
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