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Establishing the Reform and Growth Facility for Moldova

2024/0258(COD) - 09/10/2024 - Legislative proposal
PURPOSE: to establish the reform and growth facility for Moldova for the period 2025-2027.
PROPOSED ACT: Regulation of the European Parliament and of the Council.

ROLE OF THE EUROPEAN PARLIAMENT: the European Parliament decides in accordance with the ordinary legislative procedure and on an equal
footing with the Council.

BACKGROUND: it is in the common interest of the Union and Moldova to advance with the reforms its political, legal and economic systems with a
view to its future Union membership. The prospect of Union membership has a powerful transformative effect, embedding positive democratic, political,
economic and societal change.

There is a need to bring forward some of the advantages of Union membership before accession. Economic convergence is at the heart of those
benefits. Currently, the convergence of Moldova in terms of GDP per capita expressed in purchasing power standards remains low at 29% of the Union
average and is not progressing fast enough.

CONTENT: the Commission drafted this proposal to establish the Reform and Growth Facility for Moldova. The proposal lays down the Facility’s
objectives, its financing, the budget for the period 2025-2027, the forms of Union funding under it and the rules for providing such funding.

The general objectives of the Facility should be to accelerate regional economic integration, progressive integration with the Union single market, socio-
economic convergence of Western Balkans economies and alignment with Union laws, rules, standards, policies and practices with a view to Union
membership. The Facility should also help accelerate reforms related to fundamentals of the enlargement process, including rule of law, public
procurement and State aid control, public finance management and fight against corruption. These objectives should be pursued in a mutually
reinforcing manner.

Reform agendas

Moldova will submit a reform agenda which should contain reforms and investment areas to be financed by the Facility, and the systems to prevent,
detect and correct irregularities, fraud, corruption and conflicts of interests, when using the funds provided under the Facility.

Funding

In 2025-2027, the maximum resources made available to Moldova through the Facility will be EUR 1 785 million (in current prices). This amount
combines up to EUR 1 500 million in concessional loans and EUR 285 million of non-repayable financial support. On top of the maximum amount
available for disbursements to Moldova, referred to above, EUR 135 million will be set aside in the Common Provisioning Fund to provision the loans.

The non-repayable support will cover support provided by the Union for projects approved under the Neighbourhood Investment Platform (NIP), as well
as complementary support. This complementary support will include support to civil society organisations and technical assistance, which will facilitate
the implementation of reforms and Moldova'’s path to EU accession.

In addition, the Facility is expected to mobilise up to EUR 2 500 million of new investments from the international financial institutions and the private
sector.

The implementation of the Growth Plan for Moldova requires the appropriate funding under a dedicated new financing instrument, the Facility to assist
the country in implementing reforms for sustainable economic growth and advance on the fundamentals.

To achieve the goals of the Growth Plan for Moldova, emphasis with respect to investment areas should be placed on sectors that are likely to function
as key multipliers for social and economic development: connectivity, including sustainable transport, decarbonisation, energy, green and digital
transitions, as well as education, labour market participation and skills development, with a particular focus on youth.

Release of funds

Payments will take place on a semi-annual basis, following Moldova’'s submission of a request to release the funds after having satisfactorily met the
relevant payment conditions in the form of qualitative and quantitative steps to be undertaken. In case of a negative assessment by the Commission, a
part of the amount corresponding to the payment conditions that have not been met will be withheld. The withheld funds can only be released once
Moldova has duly justified, as part of the subsequent request to release funds, that it has taken the necessary measures to ensure the relevant
payment conditions have been satisfactorily met.
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2024/0258(COD) - 11/03/2025 - Text adopted by Parliament, 1st reading/single reading

The European Parliament adopted by 499 votes to 177, with 44 abstentions, a legislative resolution on the proposal for a regulation of the European
Parliament and of the Council on establishing the Reform and Growth Facility for the Republic of Moldova.

Parliament's position adopted at first reading under the ordinary legislative procedure amends the proposal as follows:

Objectives

The proposed regulation establishes the Reform and Growth Facility for Moldova for the period 20252027 in order to provide assistance to Moldova for
the delivery of Union-related reforms, in particular inclusive and sustainable socio-economic reforms and reforms concerning fundamentals of the
enlargement process, aligned with Union values, as well as investments to implement Moldova's Reform Agenda.

The specific objectives of the Facility will be to, inter alia:

- strengthen the rule of law and fundamental rights, the functioning of democratic institutions, notably by promoting an independent judiciary,
reinforcing security and stability, strengthening the fight against fraud and all forms of corruption, including high-level corruption, oligarchic influence
and nepotism, organised crime, cross-border crime and money laundering;

- promoting gender equality, gender mainstreaming and the empowerment of women and girls, promoting children’s rights;

- help mitigate challenges posed by Russia’s war of aggression against Ukraine and attempts to destabilise Moldova, fight disinformation, hybrid
threats, and foreign information manipulation and interference, in particular by Russia, against Moldova’s sovereignty, democratic processes and
institutions, as well as against the Union and its values;

- accelerate the transition of Moldova to a sustainable, climate-neutral and inclusive economy and reduce its strategic dependency by diversifying
energy sources, including by improving interconnections with Member States and Union enlargement partners, in order to achieve energy security
and independence;

- accelerate the inclusive and sustainable green transition to climate neutrality by 2050 covering all economic sectors, particularly agriculture and
energy;

- support activities to improve Moldovan citizens' awareness of the benefits of the Union accession process, including through communication
campaigns.

Financing

The Facility will be supported with resources from the Neighbourhood, Development and International Cooperation Instrument — Global Europe (NDICI
— Global Europe), primarily from the financial allocation for Neighbourhood East, amounting to EUR 520 million in non-repayable support and a
maximum amount of EUR 1 500 million in loans for the period from 20252027.

The non-repayable financial support will be financed from the envelope allocated to the Neighbourhood geographic programme. It will cover
provisioning for loans amounting to EUR 135 million, support provided by the Union for projects approved under the Neighbourhood Investment
Platform, and complementary support, including support to civil society organisations and technical assistance. Complementary support will
correspond to at least 20 % of total non-repayable financial support.

In order to ensure that Moldova disposes of start-up funding for the implementation of the first reforms, it should have access to up to 18 % of the total
amount provided for in the Facility. Funds under the Facility may not support activities or measures that compromise Moldova's sovereignty and
territorial integrity.

Inclusive partnership

The Commission should strive to ensure that Moldova's parliament, local authorities, in accordance with Moldova’s national legal framework, and
relevant stakeholders in Moldova, including social partners and civil society organisations are duly consulted and have timely access to relevant
information to allow them to play a meaningful role during the design and implementation of programmes and the related monitoring processes.

In addition, the Commission will ensure that civil society in Moldova, including non-governmental organisations, is able to directly report any
irregularities concerning funding or final recipients to the Commission via appropriate standing channels.

Parliamentary oversight and scrutiny over the Facility

The Commission will report to the competent committees of the European Parliament on the implementation of the Facility and the Reform Agenda.
The report will include information on:

- the state of progress in the implementation of the Facility;
- the assessment of the Reform Agenda;
- the main findings of the report;

- payment, withholding and reduction procedures, where applicable, including any observation presented to ensure a satisfactory fulfiiment of the
conditions; and

- any other relevant elements in relation to the implementation of the Facility.

The regular dialogue between the European Parliament and the Commission will take place at least once a year and may coincide with the High
Level Geopolitical Dialogue concerning NDICI — Global Europe.
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2024/0258(COD) - 31/01/2025 - Committee report tabled for plenary, 1st reading/single reading

The Committee on Foreign Affairs and the Committee on Budgets jointly adopted the report by Sven MIKSER (S&D, EE) and Siegfried MUREAN
(EPP, RO) on the proposal for a regulation of the European Parliament and of the Council on establishing the Reform and Growth Facility for the
Republic of Moldova.

The committees responsible recommended that the European Parliament's position adopted at first reading under the ordinary legislative procedure
should amend the proposal as follows:

Subject matter

The proposed Regulation establishes the Reform and Growth Facility for Moldova for 2025-2027, aiming to support Moldova’'s Growth Plan. Key
investment areas include connectivity, infrastructure, sustainable transport, decarbonisation, energy, green and digital transitions, agriculture,
education, labour market participation, and skills development, focusing on children, youth, and raising living standards. The Facility builds on Moldova’
s Association Agenda and the Economic and Investment Plan for the Eastern Partnership, focusing on sectors like connectivity, energy security,
business development, and integration into the EU single market.

Implementation

The Facility should be supported with resources from the Neighbourhood, Development and International Cooperation Instrument — Global Europe
amounting to EUR 420 million and a maximum amount of EUR 1 500 million in loans for the period from 2025-2027. The amount should cover the 9%
provisioning required for the loans corresponding to EUR 135 million, support provided by the Union for projects approved under the NIP and
complementary support, including support to civil society organisations and technical assistance.

In order to maximise EU financial support, the 9 % provisioning required for the loans corresponding to EUR 135 million should be covered
from the NDICI- Global Europe Emerging challenges and priorities cushion. In addition, Moldova should remain eligible for NDICI regional,
thematic and rapid response programmes as well as humanitarian aid.

Member States, third countries, international organisations, international financial institutions or other sources may provide additional financial
contributions to the Facility.

Specific objectives
The specific objectives of the Facility should inter alia be to:

- build a functioning market economy capable of coping with competitive pressure and market forces within the Union, strengthen the fight against
fraud and all forms of corruption, including high-level corruption, oligarchic influence and nepotism;

- reinforce territorial integrity;

- fight disinformation, hybrid threats, cyberattacks and Foreign Information Manipulation and Interference, in particular by
Russia, against Moldova'’s sovereignty, democratic processes and institutions, as well as against the Union and its values;

- accelerate the transition of Moldova to sustainable, climate-neutral and inclusive economy, that is capable of withstanding competitive market
pressures of the Union single market, and to a stable investment environment and reduce its strategic dependency by diversifying energy sources
and by constructing new electricity interconnections with neighbouring countries in order to achieve energy security;

- support communication activities to improve Moldovan citizens’ awareness of the positive impact of Union accession and understanding of the
required reforms.

Exceptional bridge financing

The report stressed that if the Facility Agreement is not signed or the Reform Agenda is not adopted by 1 May 2025, the Commission may decide to
provide limited, exceptional support to Moldova in the form of loans for a period of up to 4 months starting from the date of entry into force of the
Regulation, subject to satisfactory progress on the preparation of the Reform Agenda, subject to conditions to be agreed in a Memorandum of
Understanding (MoU) between the Commission and Moldova.

The MoU shall in particular establish policy conditions, indicative financial planning and the reporting requirements, proportionate to the duration of the
financing. The policy conditions should include a commitment to the principles of sound financial management with a focus on anti-corruption and
anti-money laundering.

The amount of exceptional support should not exceed EUR 50 million.

Parliamentary oversight and scrutiny over the Facility

The Commission is required to report to the competent committees of the European Parliament on the progress of the Facility and the Reform Agenda.
The report should include:

- progress on the Facility’s implementation, particularly the Reform Agenda, related investments, reforms, and the Facility Agreement;
- an assessment of the Reform Agenda, including any amendments;

- information on payment, withholding and reduction procedures, and any observations to ensure satisfactory fulfilment of conditions;
- details on withheld or suspended payments and any remedial measures taken to meet payment conditions;

- any other relevant elements regarding the Facility’s implementation.



Additionally, the Commission and European Parliament will engage in a regular dialogue at least once a year, in addition to ad-hoc meetings in
response to sudden developments in Moldova.
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