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Spain's National Recovery and Resilience Plan (NRRP) is
the second largest (in absolute figures) financed by the
Next Generation EU (NGEU) recovery instrument and its
main spending tool, the Recovery and Resilience Facility
(RRF). Following the October 2023 amendment of the
Spanish NRRP," to which a REPowerEU chapter was
added, the plan's worth reached €163 billion (or 13.1 % of
national gross domestic product (GDP) in 2019), which is
an increase of roughly 135 % compared with the original
(2021) version of the plan (€69.5 billion in grants only).
The amended plan comes with an increased grant
allocation of €79.8 billion and a freshly requested loan
allocation of €83.2 billion.? The grant part includes the
June 2022 upward revision of Spain's grant allocation of
€7.7 billion and the country's REPowerEU grant allocation
of €2.6 billion. In addition, Spain has requested a transfer
of its share from the Brexit Adjustment Reserve of
€58 million to its NRRP. So far, €37 billion of RRF resources
(22.7 % of the amended NRRP) have been received. These
have been disbursed by the Commission in form of pre-
financing and three grant instalments.

The amended plan focuses on the green transition by devoting almost 40 % of the resources to it. It
also fosters the digital transformation by committing 25.9 % of the funds (excluding the REPowerEU
chapter) to digital projects. In the context of the European Semester, the Commission assessed the
implementation of the Spanish plan as 'well under way', yet warned about the need to maintain
sufficient administrative capacity owing to the NRRP's considerable expansion. The European
Parliament participates in interinstitutional forums for cooperation and discussion on its
implementation and scrutinises the European Commission's work.
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Country-specific challenges

In the context of the European Semester, the Council adopts country-specific recommendations
(CSRs), providing Member States with policy guidance on how to boost jobs, growth and
investment, while maintaining sound public finances. National recovery and resilience plans under
the RRF must help effectively address a relevant number of challenges identified in the 2019-2020
CSRs.

The European Commission grouped the CSRs issued to Spain in 2019 and 2020 in 14 categories:
i) Public finances and taxation; ii) Pension system and long-term fiscal sustainability; iii) Fiscal policy
and fiscal governance; iv) Health and long-term care; v) Labour market reforms; vi) Education;
vii) Poverty reduction and social inclusion; viii) Research and innovation policies; ix) Investment;
x) The digital transition; xi) Green and energy transition; xii) Transport; xiii) Publicadministration and
business environment; xiv) Other public administration aspects. Some of the recommendations
have been summarised below.

In 2019, the Council recommended Spain to support employment through arrangements to
preserve jobs, effective hiring incentives and skills development, and by reinforcing unemployment
protection. Spain should undertake measures to address the long-standing challenge related to the
duality and precariousness of the labour market and to reduce temporary contracts in the private
and public sectors.

Another challenge is the effectiveness of the public administration, which requires investment in
skills, digitalisation, and quality of local public services. The CSRs request prudence in the medium
term, ensuring debt sustainability while encouraging investment, and better coordination between
different levels of government. In addition, investment should be focused on the green and digital
transition, fostering research and innovation, clean and efficient production and use of energy,
energy infrastructure, water and waste management, and sustainable transport.

In 2020, the Council recommended that Spain take all necessary measures in 2020 and 2021 to
effectively address the COVID-19 pandemic, sustain the economy and support the ensuing recovery.
It also recommended enhancing investment, while pursuing policies aimed at achieving prudent
medium-term fiscal positions and ensuring debt sustainability. Several CSRs relate to productivity.
Regulatory fragmentation and barriers in Spain make small and medium-sized enterprises (SMEs)
less productive and hinder their ability to expand and benefit from economies of scale.

In 2022, the Council asked the country to ensure gradual debt reduction and fiscal sustainability in
the medium term, while expanding public investment for the green and digital transition and
energy security by means of the RRF, REPowerEU and other EU funds. It also recommended that
Spain proceed with implementing the NRRP and submitting the 2021-2027 cohesion policy
programming, to increase recycling rates to meet EU targets and promote the circular economy,
and to reduce overall reliance on fossil fuels. The 2023 edition of the CSRs struck a similar tone.
Overall, the Commission assessed that the implementation of the plan was 'well under way', yet
suggested to maintain the right levels of administrate capacity to secure continuous
implementation.

Objectives and structure of the plan

On 30 April 2021, Spain submitted its initial National Recovery, Transformation and Resilience Plan,
worth €69.5 billion, to the Commission. The plan's objectives are to: i) boost economic activity and
job creation in order to counteract the pandemic's short-term impact; ii) support the broad
structural transformation of the economy; and iii) steer the transformation towards a more
sustainable and resilient growth model. In line with the RRF _Regulation, Spain submitted on
6 June 2023 an amended NRRP with increased ambition and containing a REPowerEU chapter. The
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overall worth of the amended plan equals to €163 billion (for more details on the financials, see
'Council approval and pre-financing’).

Spain's amended plan includes

Figure 1 — Breakdown of funding by lever policy 11 lever policies (LPs) divided into

12% I @ﬁm LP 1: Urban and rural agenda, combating depopulation and developing agriculture

4%

4%

%. L]J]J]J] LP 10: Modernisation of the tax system for inclusive and sustainable growth (0 %)

4 %= % LP 3: Fair and inclusive energy transition

31 components (see Table 1 below)
that address the  previously
@ LP 2: Resilient infrastructures and ecosystems mentioned CSRs, as well as the
challenges across the seven flagship
. areas? identified by the Commission
I LP 4: An administration for the 21st century under the RRF. As shown in Figure 1,
more than half of RRF resources are
expected to be used for the

ﬁ LP 6: A pact for science and innovation. Capacity building in the national health system modernisation of industry and SMEs
% LP 7: Education and knowledge, continuing training and skills development including their digitalisation (roughly
- o . €88 billion  for  LP5).  Other
5> LP8: New care economy and employment palicies substantially financed lever policies
é@ LP 9: Boosting the culture and sport industry refer to challenges linked to

depopulation trends, agriculture and
urban and rural areas (almost

20 o
vﬁ’i@m REPowerEU chapter €19 billion for LP 1), followed by

investment in infrastructure and
ecosystems (€13.5 billion for LP 2).

Spain's NRRP is to be implemented through a mix of 253 investment and reform measures; 39.9 %
of its resources are expected to finance the green transition and, excluding the REPowerEU chapter,
25.9 % the digital transformation (or 24.8 % including the chapter). This exceeds the relevant
expenditure targets set by the RRF Regulation, of 37 % and 20 % respectively (see cover page). The
measures embedded in the plan also address social and territorial cohesion, and gender equality.
Overall, the amended plan did not remove any of the measures previously presented;* it rather
introduced new measure, specifically in relation to the REPowerEU chapter, and scaled up some of
the existing ones (see next sections).

According to the Commission assessment, the amended plan has the potential to increase Spain's
GDP by between 2.7 % and 3.5 % by 2025 (without taking into account the potential of additional
structural reforms). In addition, the Spanish government estimated in the amended plan that more
than 800 000 jobs could be created by the end of the implementation period, i.e. 12 new jobs per
€1 million of investment.

Table 1 - Components of Spain's NRRP

illion)

1. Urban and rural agenda,  C1. Action plan for safe, sustainable, and connected 4.0%

combating depopulation mobility in urban and metropolitan areas

and developing

agriculture C2. Housing rehabilitation and urban renewal plan 10.8 6.6 %
C3. Green and digital transformation of agri-food and 1.5 0.9%
fisheries industries

2. Resilient infrastructures C4. Ecosystems and biodiversity conservation and 1.6 1.0 %

and ecosystems restoration
C5. Coastal area and water resources preservation 5.1 3.1%
C6. Sustainable, safe and connected mobility 6.7 4.1 %
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illion)

3. Fair and inclusive energy  C7. Renewable energies implementation and 2.0%
transition integration
C8. Electrical infrastructures, promotion of smart 1.4 0.9 %

networks and deployment of flexibility and storage

C9. Renewable hydrogen roadmap and sectoral 1.6 1.0 %
integration
C10. Fair transition strategy 0.3 0.2 %
4. An administration for C11. Modernisation of public administration 6.5 4.0 %
the 21st century
5. Industry and SME C12. Industrial Policy Spain 2030 6.0 3.7 %
modernisation and
digitalisation C13. Fostering SME growth 63.0 38.6%
C14. Modernisation and competitiveness of the tourism 34 2.1%
sector
C15. Digital connectivity, cybersecurity, 5G deployment 15.4 9.4 %
6. A pact for science and C16. National Strategy for Artificial Intelligence (Al) 0.5 0.3 %
innovation. Capacity
building in the national C17. Institutional reform and capacity building in the 4.8 29%
health system national science, technology and innovation system
C18. Renewal and expansion of the capabilities of the 1.2 0.7 %
National Health System
7. Education and C19. National plan for digital skills 3.6 22%

knowledge, continuing
training and skills

development C20. Strategic plan for vocational training 2.1 1.3%
C21. Modernisation and digitalisation of the education 1.7 1.0 %
system, including early years education from age 0 to 3
8. New care economy and C22. Emergency plan for the care economy and 3.9 2.4 %
employment policies reinforcement of inclusion policies
C23. New public policies for a dynamic, resilient and 24 1.5%
inclusive labour market
9. Boosting the culture and  C24. Valorisation of the cultural industry 0.3 0.2 %
sport industry
C25. Spain audio-visual hub 1.9 1.2%
C26. Sports industry promotion plan 0.3 0.2%
10. Modernisation of the C27. Measures and actions to prevent and combat tax - -
tax system for inclusive fraud
and sustainable growth
C28. Tax reform for the 21st century 0.5 0.3%

C29. Improving the effectiveness of public spending - -

C30. Long-term sustainability of the public pension - -
system within the framework of the Toledo Pact

11. REPowerEU C31. REPowerEU chapter 42 %

Source: EPRS, based on data from Commission staff working documents (SWD(2021) 147 and SWD(2023) 326).
Rounding differences apply.
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Reforms

The Spanish NRRP comprises 111 reforms out of 253. Their total number per lever policy (is
displayed in Figure 2. The plan encompasses major reforms in 11 lever policies, including in the
novel REPowerEU chapter.

Figure 2 — Breakdown of reforms by lever policy
LP1 P2 LP3 LP4 LP6 LP7 LP8 LP9 LP10 LP11
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Reforms aim to improve business demographics and the business climate, promote
entrepreneurship and increase the size and efficiency of companies. Human capital will be
strengthened through reforms in education, universities, vocational training and active
employment policies. The commitment to science includes modernising and reinforcing research,
and launching major projects to drive and promote innovation in the economy as a whole.

To increase Spain's technological capital, the plan will implement a new industrial policy to
modernise the productive fabric, support SMEs, boost the most promising sectors and introduce a
programme to renew the equipment of the national health system. There will also be measures to
protect ecosystems and decarbonise traditional industry and the agri-food sector, promoting a new,
efficient and sustainable green and blue economy.

To reinforce the sustainability and resilience of the economy as a whole, physical and digital
infrastructure will be modernised. Reform of the energy system is envisaged, deploying networks
and systems that will accompany the increase in generation with renewable sources. Measures to
modernise public policies on employment will be implemented based on social dialogue. Territorial
structuring and reinforcement of social capital will be improved with a view to providing job
opportunities and personal development.

To support and push the productivity of the economy as a whole, the public administration should
be modernised. The fiscal system will also be modernised in order to reduce the informal economy
and tax fraud, guarantee sustainability of pensions and make public spending more efficient.

Other main reforms are those related to the green transition, such as: adopting a climate change
and energy transition law; developing a robust and flexible energy system and integrating
renewable energies; a renewable hydrogen roadmap; resilience and adaptation of ecosystems, and
development and connectivity of green infrastructure; a water law and a plan for national water
treatment, sanitation, efficiency, saving and reuse; modernising the agricultural and fisheries policy,
including soil protection and efficient use of water; waste policy and promotion of the circular
economy. A new housing policy and sustainable mobility strategy are other important reforms.

In addition, the plan aims to modernise Spain's justice system, tax system and public administration,
as well as its health system, science system, education, vocational training and university system.
These reforms include new labour market public policies and the care economy, enhancing
inclusion policies and social services, and strengthening the pension system.

Finally, the new REPowerEU chapter contains one reform measure that aims to improve and
streamline permitting for renewable energy production projects and electricity network
infrastructure.

Investment

The recovery plan contains 142 investments distributed across 11 lever policies. As shown in
Figure 3 below, most measures (33) are planned under LP 5 'Industry and SME modernisation and
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digitalisation', while only one investment is envisaged under the LP 10 'Modernisation of the tax
system for inclusive and sustainable growth'.

Figure 3 — Breakdown of investments by lever policy
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The 10 largest investment projects, as displayed in Figure 4 below, have a total worth of €64.2 billion
and represent a 39.4 % share of Spain's RRF allocation. Five out of the 10 largest projects are featured
in LP 5, with endowed RRF resources of €49.3 billion (or roughly 30 % of the available RRF allocation).

The remaining five projects, with their respective shares ranging between 1 % and 2 % of total RRF
resources available to Spain, are included in LPs 1 to 3.

For example, LP 1 envisages a project ('Instituto de Crédito Oficial Loan Facility for the Promotion of
Social Housing', the fourth largest in the plan) that aims to incentivise private investment and
improve access to finance for the construction and renovation of energy-efficient social and
affordable housing. LP 3 features an investment worth €2.4 billion (the 10th largest project) for the
development of innovative renewable energies, integrated into buildings and production
processes. The measure is expected to support renewable self-consumption and technologies that
are not yet fully competitive, including electric and thermal renewables sources in the agricultural
sector.

The NRRP also introduces strategic public-private partnerships (PERTEs) in LP 5, which are the
equivalent of the important projects of common European interest (IPCEls) at EU level. Around
€2.5 billion have been endowed to the 'programme to boost competitiveness and industrial
sustainability' (the eighth largest project), which aims to transform the automotive and electric
vehicles sectors, agri-food, health, the aeronautical and naval sectors, and industrial sectors linked
to renewable energies for production of processors and semiconductor technologies.

Figure 4 — Measures receiving the largest amount of funding

Ten largest projects € billion
ICO Loan Facility for the Promotion of Secial Housing (LP 1) | 40
39.4% I : ) L .
Rehabilitation programme for economic and social recovery in residential environments (LP 1) | 3.0
National transmission network: European Corridors (LP 2) | 3.0
Share of total national RRF
Low-emission areas and transformation of urban and metropolitan transport (LP 1) | 25
Development of innovative renewables, integrated into buildings and production processes (LP 3) | 2.4

Examples of projects included in the other lever policies and corresponding activities to be carried
out are described below. The investment on 'implementation of treatment, sanitation, efficiency,
savings, re-use and infrastructure safety actions' in LP 2 of the amend plan has been up-scaled. With
the cost of €842 million, planned actions include improving efficiency and reducing water losses,
and improving the safety of dams and reservoirs.

LP 4 envisages specific projects to digitalise the central government (€1.2 billion) by enhancing
interoperability between the central government and the Autonomous Communities' health
systems, and updating the IT systems underpinning the management of active labour market
policies, amongst other things.
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LP 6 comes with an investment project (€264 million) on 'strengthening the capacity, infrastructure
and equipment of the State System for Science, Technology and Innovation', which will launch calls
for proposals for the procurement of necessary equipment, and will finance the update and/or
development of a new strategic national infrastructure with higher levels of biosafety. LP 7 includes
a project on 'digital transformation of vocational training' worth €290 million, which aims, among
other things, to convert classrooms into applied technology spaces that recreate working
environments using technological resources and allow students to approach technologies sought
for by companies.

'Youth employment’, an investment measure (€361 million) under LP 8, aims to provide work-based
training to young people between the ages of 16 and 29 in public school workshops, with a focus
on developing skills for jobs related to the twin transition, territorial cohesion and social care. The
investment is also expected to finance the recruitment of young researchers by public research
bodies, public universities, technological centres and other public and private entities carrying out
research projects.

LP 9 envisages a 'digital plan for sports' investment (€211 million), which seeks to digitalise sports
federations, including their budget management and the procedures for the granting of sports
licences, and to foster the digitalisation of public sports medicine centres and the fight against
doping. In LP 10, Spain's plan provides fiscal incentives for energy efficiency renovations, and for
purchases of electric vehicles and charging points (€483 million).

Finally, LP 11 (REPowerEU chapter) contains eight investment measures. An example of a project is
the scheme to support the production and uptake of renewable hydrogen (€1.6 billion). In
particular, Spain plans to develop a framework that will provide financial incentives, through grants
or equity investments, including venture capital, to the private sector and to public-sector entities
engaged in similar activities. The Spanish government's Institute for the Diversification and Saving
of Energy would be responsible for managing the scheme.

Governance

Spain has created a multi-level governance system to ensure the implementation, monitoring and
control of the plan. On 1 January 2021, Royal Decree-Law 36/2020 for the implementation of its
NRRP entered into force. It constitutes a structural reform aimed at reducing the main legal barriers
for effective, efficient and rigorous management of public resources, with full respect for EU
directives and for the principles of transparency and accountability. The reform also aims to facilitate
public-private collaboration and proper coordination of the powers exercised by the different levels
of the public administration.

A Commission for Recovery, Transformation and Resilience, chaired by the President of the
Government and gathering all Ministers responsible for the plan, has been set up.> The Deputy
Ministers for Economic Affairs and Business Support, Finance, Budget and Expenditure, Social
Rights, the Secretary-General for European Funds, and the Secretary-General for Economic Affairs
will also take part in it. Its work is assisted by a Technical Committee of 20 members of the public
administration, chaired by the new Secretariat-General for European Funds in the Ministry of
Finance, which is also the coordinator of the plan; the General Comptroller (IGAE) of the central
government is the control authority. A specific working group is to be set up between the General
Comptroller, as the audit authority, and the regional bodies to coordinate the actions.®

The National Anti-Fraud Coordination Service is responsible for coordinating action to protect the
EU's financial interests against fraud, in cooperation with the European Anti-Fraud Office (OLAF).

To implement the plan, a dedicated website has been created that includes information on public
tenders and specific information for SMEs. It announces that, since the second quarter of 2021,
administrations such as ministries, autonomous communities and some municipalities have
published calls for public tenders, subsidies and aid. Weekly compilations of grants, subsidies and
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other actions are published in the Official State Gazette (BOE) and in the official gazettes of the
autonomous communities.

Commission assessment

The European Commission published its assessment of Spain's NRRP on 16 June 2021, proposing
that the Council approve it. The Commission granted the highest rating (A) to the plan for 10 out of
the 11 assessment criteria set in the RRF Regulation (Annex V). The only one that received a B
(medium) was cost justification, criterion No 9 (see Figure 5). According to the Commission, Spain's
plan makes a significant contribution to
supporting the country's economic rebound and
contributes to a green, digital and inclusive
Balanced response future. After Spain submitted an amended plan,

Country-specific the Commission issued its second positive
recommendations

Figure 5 — Commission ratings by criteria

Coherence

assessment on 2 October 2023.

Growth, jobs The Commission concludes that Spain's plan
provides a balanced response (criterion No 1) to
the economic and social situation and contributes
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the next generation). The plan is expected to help
address a significant subset of the CSRs referred to
Spain by the Council in 2019 and 2020 (criteria Nos 2 and 11), as well as the CSRs of 2022 and 2023
in relation to the REPowerEU chapter. The new REPowerEU criterion received the highest rating (A),
since all the measures presented in the REPowerEU chapter are expected to contribute effectively
to energy security, the diversification of the EU's energy supply, an increase in the uptake of
renewables, energy efficiency, an increase of energy storage capacities, and the reduction of
dependence on fossil fuels before 2030.

The Commission expects the NRRP to have a high positive impact on strengthening Spain's growth
potential, job creation and economic, social and institutional resilience. The stylised simulations
carried out by the Commission show that the plan has the potential to increase Spain's GDP by
between 2.7 % and 3.5 % by 2025 (criterion No 3). The investments and reforms presented by Spain
are set to stimulate economic growth, including improving total factor productivity, boosting
trading capacity and skills, removing barriers to investment and increasing efficiency gains in the
labour market.

Criterion No 7 considers that the plan has the potential to make a lasting impact by prompting
structural changes to the public administration, institutions and policies. It includes relevant
measures, such as digitalisation and strengthening of the public procurement framework, to
enhance the effectiveness of the public administration, the efficiency of the justice system and the
evaluation of public policies and spending. Lasting change may stem from measures that help to
reduce market fragmentation and from better regulation that aims to improve the business
environment. Measures adopted to enhance skills, reduce segmentation in the labour market,
modernise social protection and address the gender gap may reinforce the lasting impact.

The Commission provides a complete assessment that the measures included in Spain's plan comply
with the do no significant harm (DNSH) principle envisaged by the RRF provisions (criterion No 4),
concluding that no measure to implement reforms and investments defies this principle.

Of the plan's total allocation, 39.9 % will be dedicated to measures related to green transition and
biodiversity (criterion No 5). The plan is consistent with the 2020 Commission country-specific
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quidelines on implementing Spain's national energy and climate plan: strong contributions are
expected from energy renovations in housing and urban areas, sustainable mobility and renewable
energy; measures related to biodiversity aim to preserve forest carbon sinks through fire prevention
and stronger fire protection, and by increasing carbon absorption through enhanced sustainable
forest management.

Spain's NRRP dedicates 24.8 % of the total allocation to digital transformation (including the
REPowerEU chapter), or 25.9 % excluding the chapter, with planned investment in digital skills and
in the digitalisation of the public administration, industry and business (criterion No 6). It also
includes investment in digital connectivity (including 5G), and measures for skilling, upskilling and
reskilling, suggesting that advanced digital skills could have a significant impact on people's
employability.

The estimated total costs of the plan, and the justification for these costs, are considered reasonable,
plausible, in line with the principle of cost-efficiency, and commensurate with its expected impact
(criterion No 9).

The control system to ensure proper implementation of the plan is assessed as adequate to protect
EU financial interests (criterion No 10). According to the assessment, an adequate structure to
implement the plan and to monitor and report on progress has been established, including clear
and realistic milestones and targets, along with relevant and robust indicators. A multi-level
governance system to ensure effective implementation and monitoring of the plan has also been
established (criterion No 8).

Council decision and pre-financing

On 13 July 2021, the EU economy and finance ministers approved the assessment of Spain's NRRP,
adopting the Council implementing decision under the RRF. The annex to the Council implementing
decision on Spain's NRRP lists all the reforms and investment projects, and the arrangements and
timetable for monitoring and implementation, including relevant milestones (qualitative
achievements), targets (quantitative achievements) and other related indicators.

The Council confirmed that Spain is set to receive €69.5 billion in grants. This amount comes in two
parts: a fixed allocation amounting to €46.6 billion, to be committed by 31 December 2022; and a
provisional allocation of €22.9 billion for 2023 commitments. Updated in June 2022 on the basis of
the relevant provisions in the RRF Regulation, the latter has increased to €30.6 billion, bringing the
total maximum allocation available for Spain to €77.2 billion.

To take into account the REPowerEU plan,” which is aimed at ending the EU's dependence on
Russian fossil fuels and accelerating Member States' energy transition, additional grants of
€2.6 billion have been put on Spain's disposal. In addition, Spain has requested a €58 million transfer
of its share from the Brexit Adjustment Reserve to its NRRP, and asked for RRF loans amounting to
€83.2 billion.

These additional resources have brought the overall worth of Spain's amended recovery plan to
roughly €163 billion. On 17 October 2023, the Council adopted a new implementing decision
accepting Spain's amended recovery plan. The annex to the decision lists all the new and scaled-up
reform and investment measures in addition to those presented in the initial plan.

The Commission and Spain signed the financing agreement on 29 July 2021, which made possible
the payment of pre-financing equivalent to 13 % of the initial allocation following the Council's
approval of the original plan. On 17 August 2021, the Commission disbursed the €9 billion of pre-
financing, which kick-started the NRRP's implementation. The Council's second implementing
decision on the amended plan provided for a further 20 % pre-financing of the REPowerEU
financing, which can be paid out in maximum two instalments at the latest 1 year after the entry
into force of the new Council implementing decision. The pre-financing will be gradually cleared by
deducting it from future payments.
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On 9 November 2021, the Commission and Spain signed the operational arrangements for
implementing and monitoring milestones and targets presented in the NRRP, which is a pre-
condition for submitting payment requests to the Commission (see annex to this briefing).

European Parliament

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

Within the Parliament, the Conference of Presidents has established a standing working group to
scrutinise the RRF, comprising the Committee on Budgets (BUDG) and the Committee on Economic
and Monetary Affairs (ECON). This working group prepares and follows up on the recovery and
resilience dialogue that Parliament holds every 2 months with Commission representatives.

In addition, the lIA provides for dedicated interinstitutional meetings between Parliament, the
Council and the Commission on implementing the NGEU recovery instrument. These meetings are
organised in camera and are to take place at least three times a year. Through the discharge
procedure, Parliament also ensures democratic scrutiny of how NGEU resources are spent.

Milestones and targets

Apart from the 13 % pre-financing (€9 billion) disbursed in August 2021, all the other NRRP
payments depend on progress in implementing Spain's plan. In total, 10 instalments are planned,
each linked to the achievement of several milestones (qualitative goals) and targets (quantitative
goals). The first four payments envisage grant resources only, while the remainder of the payments
concern both grants and loans. Based on the RRF Regulation, Spain must commit RRF resources by
the end of 2023, while payments must be made at the latest by the end of 2026. Figure 6 shows that
most resources (68 %), and mainly loans, are expected from the last five instalments.

Overall, Spain will have to meet 308 milestones and 287 targets to implement its NRRP entirely.
While the milestones, related to qualitative achievements, are relatively evenly spread throughout
the plan, most targets are set for achievement in the second phase of the plan (over 86 % of them
are linked to the last five instalments). Several milestones and targets may be linked to a single
investment or reform, corresponding to

different steps in their implementation. Figure 6 - Envisaged instalment schedule

So far, Spain has received €37 billion in RRF
grants (or 22.7 % of Spain's amended NRRP):

€9 billion in pre-financing and €28 billion in Os

regular payments (see annex for additional O 31 . 9
detail on payments disbursed to Spain so

far). The three payments were conditional © S0
on successful achievement of O # o 17
107 milestones and 14targets. In the o 16 . 8
assessment of the third payment request,

the Commission stated that previously O 40 . 3
achieved milestones and targets had not O s . 51
been reversed. . 5 ® 1
The fourth payment request of €9.9 billionin o 17 ®
grants (net of pre-financing), initially

expected at the beginning of 2023 but yet to O 34 .90

be submitted, is linked to various measures,
from boosting the productivity of SMEs and
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modernising public administration, to measures in infrastructure and ecosystems, to measures
dedicated to sports. Examples of milestones include the 'approval of the Spanish Forest Strategy
and Support Plan’, the establishment of a public-private partnership in the area of electric vehicles,
and the entry into force of the law for sports. Some of the featured targets include budget award to
plans promoting the sustainability of tourism, digitalisation of judicial proceeding, and the
'acquisition of ICT equipment for the Marine Reserves of Fishing Interest'.

In addition to the above payment request, Spain has presented a request for pre-financing under
REPowerEU amounting to €1.4 billion (or 20 % of the grant and loan allocation for that chapter) on
11 September 2023, which is being examined by the Commission.

Views of Spanish stakeholders

The Debt Observatory in Globalisation acknowledged the rapid advancement of the Spanish NRRP.
However, after surveying about the involvement of citizens in the plan's implementation, they
found Spain lacked civil society participation in the plan's preparation, with no committee for
representation and no democratic dialogue with the Spanish Parliament or municipalities.

Confederacién Espafnola de Organizaciones Empresariales, the Spanish Confederation of Business
organisations, highlighted the need for greater involvement of the private sector and the
autonomous communities during the second phase of the NRRP's implementation. It considered
necessary to make the plan's instruments more flexible and incorporate the lessons learned so far
(e.g. the importance of public-private partnerships) in the execution of the funds, to guarantee that
roughly €94 billion of new funds under the amended NRRP are channelled successfully.

Expert debate

According to the Bruegel think-tank in Brussels, it will be an immense challenge for Spain to absorb
all the funds put at the country's disposal. It considers it therefore important that the reforms and
investments achieve their goals, being really transformative rather than simply meeting the
milestones. Similarly, Real Instituto Elcano and the Universidad Auténoma de Madrid jointly
reiterate that Spain faces a considerable challenge, since never before has it benefited from so much
funding in such a short space of time.

The Italian Labour Law e-Journal has tracked NGEU's impacts on the Member States' social and
labour policies. The author of the report for Spain stresses that the Spanish NRRP puts strong
emphasis on the labour and social dimension, which she considers positive. Conversely, according
to the author, the plan lacks clarifications on regional distribution of funds, and there is a possible
danger for SMEs of not having enough resources to come up with the concrete plans needed to
obtain RRF funding.

In June 2023, Ernst and Young pointed out that from a fiscal policy point of view, the amended
recovery plan is a good opportunity to combine fiscal impulse with the deficit containment
(necessary to make the monetary and tax policy coherent). In addition, they stated that the
amended plan constitutes a great opportunity for consolidation of public finances, while minimising
its traditional contractionary impact in the short term.
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ENDNOTES

' The graphics and tables in this briefing are based on data from the original Spanish NRRP and its amendment; the
Commission assessment; and the annex to the Council implementing decision on the approval of the amended plan.
Data used reflect their source at the time of extraction. There may be discrepancies between data from different
sources and due to rounding of figures.

2 In the initial NRRP, Spain did not request any loans. Owing to the surge in energy and commodity prices, and the
increased ambition of the existing measures (including those in the REPowerEU chapter), Spain submitted a request
for loans in the amended version of the plan. The planned loans remain below the maximum allocation available for
Spain under the RRF (i.e. 6.8 % of Spain's 2019 gross national income).

3 The flagship areas are: i) Power up - Clean technologies and renewables; ii) Renovate - Energy efficiency of public
and private buildings; iii) Recharge and Refuel - Sustainable transport and charging stations; iv) Connect — Rapid
broadband services; v) Modernise — Digitalisation of public administration; vi) Scale-up - Data cloud capacities and
sustainable processors; vii) Reskill and upskill — Education and training to support digital skills. See also the
2021 annual sustainable growth strategy.

4 Compared with the original plan, there are 143 additional measures that are either new or modified.

5 Line ministries are responsible for verifying and monitoring progress on milestones and targets.

6  The audit strategy is described in the plan, including the scope, frequency, sampling methods, risk assessment, types
of audit and the action to be carried out on each payment request. It will be approved and updated at least once a
year.

7 The REPowerEU Regulation was adopted on 27 February 2023. It amended the RRF Regulation, inter alia by increasing
the RRF grant envelope with an additional €20 billion for new energy-related measures, to be disbursed to the
Member States according to a specific REPowerEU allocation key. It also introduced provisions allowing for voluntary
transfers of resources from other EU budgetary instruments to the RRF, to provide additional finance for new
REPowerEU chapters in the recovery plans, as well as repurposing unused amounts of the RRF loan facility for energy-
related measures.
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Annex - Payments so far

On 17 August 2021, Spain received €9 billion of pre-financing (grant resources). On 11 November, it
requested a €10 billion payment (net of pre-financing) under the first instalment, based on meeting
the 52 milestones laid out in the annex to the Council implementing decision. On 3 December, the
Commission adopted a positive preliminary assessment of the payment request, paying the first
instalment on 27 December after endorsement by the Economic and Financial Committee (EFC).

The measures relative to the completed milestones referred to: entry into force of enabling
legislation for climate change, energy transition and renewable energy; procedural and
organisational measures in the field of justice; entry into force of legislation to follow up
implementation, control and audit of the NRRP and an integrated information system; digitalisation
of SMEs in 2021-2025; national strategy for Al and publication of a strategy for science, technology
and innovation for 2021-2027; adoption of legislation on research, education and training; action
plan to reduce youth unemployment; and adoption and modification of various taxes.

The second payment (€12 billion in grants) was made conditional on successful completion of
31 milestones and nine targets. These were linked to measures varying from pension and labour
market reform, to the modernisation of the tax administration. Concerning the latter, for example,
two targets referred to the increase of staff to at least 26 320 employees and the carrying out of
6 591 tax investigations. Some of the milestone examples included the modernisation of active
labour policies by decreeing a new Spanish employment activation strategy for 2021-2024,
maintaining the purchasing power of pensions, and aligning the effective and legal retirement ages.
Milestones and targets also referred to implementing investment projects related to the just, green
and digital transitions, research and development, healthcare, education, tourism, support for
vulnerable groups, and SMEs. After a positive preliminary assessment of the payment request and
subsequent endorsement by the EFC, the second payment was received on 29 July 2022.

Following the Commission's positive preliminary assessment, the third payment (€6 billion in grants,
net of pre-financing) was disbursed on 31 March 2023. Based on 24 milestones and five targets, it
covered measures in areas including pensions, research, development and innovation (R&D&l),
education and vocational training, healthcare, and prevention of tax evasion and fraud. A milestone
example included in the request is the launch of a tender on investment support for innovative or
value-added renewables capacity. The milestone is linked to the investment measure 'Development
of innovative renewable energies, integrated into buildings and production processes' under LP 3.
An example of a target refers to providing support for R&D&I projects in the sustainable automotive
sector, which corresponds to the reform measure 'Sustainable automotive R&D&I'.

Table 2 - Spain's NRRP: Payments as at 18 October 2023

Net resources

RRF allocation Payment Date (€ billion) Share of total

Grants Pre-financing 17.8.2021 9.0 11.3%
First instalment 27.12.2021 10.0 12.5%
Second instalment 29.7.2022 12.0 15.0 %
Third instalment 31.3.2023 6.0 7.5 %
Total grants paid so far 37.0 46.4 %

Loans Total loans paid so far 09

0 %
_ Total grants and loans paid so far 22.7 %

Source: EPRS, based on European Commission data. Notes: Pre-financing (grants) is equwalent to 13 % of the
initial allocation (before NRRP revision). Spain's first loan request is to coincide with the fifth request for grants.
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