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2026/0236 (NLE)
Proposal for a

COUNCIL IMPLEMENTING DECISION

amending the Implementing Decision of 15 December 2022 on the approval of the

assessment of the recovery and resilience plan for Hungary

THE COUNCIL OF THE EUROPEAN UNION,

Having regard to the Treaty on the Functioning of the European Union,

Having regard to Regulation (EU) 2021/241 of the European Parliament and of the Council of
12 February 2021 establishing the Recovery and Resilience Facility!, and in particular Article
20(1) thereof,

Having regard to the proposal from the European Commission,
Whereas:

(D

2

Following the submission of the national recovery and resilience plan (‘RRP’) by
Hungary on 11 May 2021, the Commission proposed its positive assessment to the
Council. On 15 December 2022, the Council approved the positive assessment by
means of an implementing decision’? (‘the Council Implementing Decision of
15 December 2022°). The Council Implementing Decision of 15 December 2022 was
amended by the Council Implementing Decisions of 8 December 2023* and
10 July 2026*.

On 25 July 2026, Hungary made a reasoned request to the Commission to make a
proposal to amend the Council Implementing Decision of 15 December 2022 in
accordance with Article 21(1) of Regulation (EU) 2021/241 on the grounds that the
RRP is partially no longer achievable because of objective circumstances. On that
basis, Hungary has submitted an amended RRP.

Amendments based on Article 21 of Regulation (EU) 2021/241

3)

“4)

The amendments to the RRP submitted by Hungary because of objective
circumstances concern 36 measures.

Hungary has explained that one measure is no longer achievable, because the
investment cannot be finalised within the timeframe of the RRF. This concerns
investment 2 (Supporting the education of students with special education needs) of
component 1 (Demography and public education). On this basis, Hungary has

BOW N -

OJ L 57, 18.2.2021, p. 17, ELI: https://eur-lex.curopa.cu/eli/reg/2021/241/0j.
ST 15447/22 INIT; ST 15447/22 ADD 1.

ST 15964/23 REV 1; ST 15964/23 REV 2 (bg); ST 15964/23 ADD 1.

ST 10914/26 INIT; ST 10914/26 ADD 1.
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)

(6)

requested that the measure be removed. The Council Implementing Decision of
15 December 2022 should be amended accordingly.

Hungary has explained that 35 measures have been amended to implement better
alternatives that allow the administrative burden to be reduced and simplify the
Council Implementing Decision, while still achieving the objectives of those
measures. This concerns investment 1 (Development of competitive public education
using 21st century technology), reform 2 (Increasing the attractiveness of the teaching
profession) and investment 3 (Modernisation of school infrastructure) of component 1
(Demography and public education); investment 1 (Institutional innovation in higher
education), investment 2 (Digitalization and modernisation of higher education
infrastructure) and investment 3 (Vocational education and training infrastructure for
the 21st century) of component 2 (Highly qualified, competitive workforce);
investment 1 (Production and use of renewable energy in disadvantaged settlements),
investment 2 (Promoting employment and skills development based on local
specificities) and investment 3 (Community-oriented pedagogy) of component 3
(Catching up settlements); reform 1 (Awareness raising — water) and investment 1
(Nature protection) of component 4 (Water management and circular economy);
investment 3 (Development of zero-emission bus transport), investment 6 (Boosting
the uptake of electric vehicles (EVs)) and reform 2 (Reform of railway services in
Hungary) of component 5 (Sustainable green transport); reform 1 (Transformation of
electricity regulations), reform 3 (Accelerate the connection of renewable energy
projects to the grid), investment 1 (Classic and smart grid development for
transmission system operator and distribution system operators), investment 3
(Installation of grid energy storage facilities), investment 4 (Dissemination of smart
metering) and investment 5 (Energy efficiency and renewable energy investments in
public buildings) of component 6 (Energy — green transition); investment 3
(Development of primary health care) of component 7 (Health); reform 4 (Introduction
of a specific procedure in the case of special crimes related to the exercise of public
authority or the management of public property (‘judicial review’)), reform 11
(Development of the Electronic Public Procurement System (EPS) to increase
transparency), reform 18 (Legislative amendments strengthening the management,
monitoring and audit and control mechanisms to guarantee the sound use of Union
support), reform 20 (The Arachne system for Union support), reform 21
(Establishment of a Directorate of Internal Audit and Integrity to reinforce the control
of conflicts of interest when implementing Union support), reform 26 (Improving the
quality of law-making and effective involvement of stakeholders and social partners in
decision-making) and reform 31 (Simplifying the tax system by reducing the number
of taxes) of component 8 (Governance and public administration); reform 3
(Strengthening the role of aggregators), reform 5 (Opening the regulatory reserve
markets to encourage competition), reform 6 (Expanding energy communities) and
reform 8 (Amendment(s) to legal act(s) on geothermal energy) of component 9
(REPowerEU); reform 1 (Governance reform of Magyar Fejlesztési Bank) and
investment 1 (Equity injection into Magyar Fejlesztési Bank (MFB)) of component 10
(Business environment) and investment 1 (E-government services) of component 11
(Digital innovation). On this basis, Hungary has requested that those measures be
amended. The Council Implementing Decision of 15 December 2022 should be
amended accordingly.

Following the decrease in the level of implementation of one measure in accordance
with Article 21 of Regulation (EU) 2021/241, Hungary has requested to use the
resources freed up by the decrease in the level of their implementation to increase the
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level of implementation of one measure. This concerns investment 2 (Support for the
use of residential solar panels and heating modernisation) of component 6 (Energy —
green transition). On this basis, Hungary has requested that the level of
implementation of one measure be increased. The Council Implementing Decision of
15 December 2022 should be amended accordingly.

Corrections of clerical errors

(7

Three clerical errors have been identified in the text of the Council Implementing
Decision, affecting three milestones and three measures under one component. The
Council Implementing Decision should be amended to correct these clerical errors that
do not reflect the content of the RRP submitted to the Commission on 9 June 2026, as
agreed between the Commission and Hungary. Those clerical errors relate to milestone
61 of reform 5 (Amendment of rules related to asset declarations), milestone 65 of
reform 9 (Reducing the share of single-bid public procurement procedures), milestone
77 of reform 19 (Anti-fraud and anti-corruption strategy for the implementation, audit
and control of Union support) under component 8 (Governance and public
administration). Those corrections do not affect the implementation of the measures
concerned.

Commission’s assessment

®)

)

The Commission has assessed the amended RRP against the assessment criteria laid
down in Article 19(3) of Regulation (EU) 2021/241.

The Commission considers that the amendments put forward by Hungary do not affect
the positive assessment of the RRP set out in the Council Implementing Decision of
15 December 2022 regarding the relevance, effectiveness, efficiency and coherence of
the RRP against the assessment criteria laid down in Article 19(3) of Regulation (EU)

2021/241 points (a), (b), (c), (d), (da), (db), (1), (g), (h), (1), () and (k).

Contribution to the green transition including biodiversity

(10)

(11

In accordance with Article 19(3), point (e), of, and criterion 2.5 of Annex V to,
Regulation (EU) 2021/241, the amended RRP contains measures that contribute to a
large extent (rating A) to the green transition, including biodiversity, or to addressing
the challenges resulting therefrom. The measures supporting climate objectives
account for an amount which represents 53.08% of the amended RRP’s total allocation
and 100% of the total estimated costs of measures in the REPowerEU chapter
calculated in accordance with the methodology set out in Annex VI to Regulation
(EU) 2021/241. In accordance with Article 17 of Regulation (EU) 2021/241, the
amended RRP is consistent with the information included in the National Energy and
Climate Plan 2021-2030.

The Hungarian RRP continues to substantially contribute to the green transition
including biodiversity by providing support to deployment of renewable energy
sources and energy storage, modernisation of transmission networks, energy efficiency
measures, electrification of transport modalities and to climate mitigation and water
retention interventions. The upscaling of investment 2 (Support for the use of
residential solar panels and heating modernisation) of component 6 (Energy — green
transition) further increased the climate ambition of the RRP, therefore, the revised
RRP continues to comply with this criterion.

Positive assessment
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(12)  Following the positive assessment by the Commission of the amended RRP, with the
finding that the RRP satisfactorily complies with the criteria for assessment set out in
Regulation (EU) 2021/241, in accordance with Article 20(2) of and Annex V to that
Regulation, the reforms and investment projects necessary for the implementation of
the amended RRP, the relevant milestones, targets and indicators, and the amount
made available from the Union for the implementation of the amended RRP should be
set out.

Financial contribution

(13)  The estimated total costs of Hungary’s amended RRP is EUR 10 000 000 000. As the
amount of the estimated total cost of the amended RRP is higher than the updated
maximum financial contribution available for Hungary, the financial contribution
determined in accordance with Article 4a of Regulation (EU) 2021/1755 of the
European Parliament and of the Council®, and with Article 20(4) and Article 21a(6) of
Regulation (EU) 2021/241 that is allocated for Hungary’s amended RRP should be
equal to EUR 6 511 661 435. Therefore, the financial contribution made available to
Hungary remains unchanged.

Loans

(14) The loan support made available to Hungary amounting to EUR 3 488 338 565
remains unchanged.

(15) The Council Implementing Decision of 15 December 2022 should therefore be
amended accordingly. For the sake of clarity, the Annex to the Council Implementing
Decision of 15 December 2022 should be replaced entirely.

(16)  This Decision should be without prejudice to the outcome of any procedures relating
to the award of Union funds under any Union programme other than the Facility or to
procedures relating to distortions of the operation of the internal market that may be
undertaken, in particular under Articles 107 and 108 of the Treaty. It does not override
the requirement for Member States to notify instances of potential State aid to the
Commission under Article 108 of the Treaty,

HAS ADOPTED THIS DECISION:

Article 1
Approval of the assessment of the RRP

The assessment of the amended RRP for Hungary on the basis of the criteria provided for in
Article 19(3) of Regulation (EU) 2021/241 is approved.

Article 2
Amendments

The Council Implementing Decision of 15 December 2022 on the approval of the assessment
of the recovery and resilience plan for Hungary is amended as follows:

the Annex is replaced by the text set out in the Annex to this Decision.

5 Regulation (EU) 2021/1755 of the European Parliament and of the Council of 6 October 2021
establishing  the  Brexit Adjustment Reserve (OJ L 357, 8.10.2021, p. 1,
ELI: http://data.europa.eu/eli/reg/2021/1755/0j).
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This Decision is addressed to Hungary.

Done at Brussels,

Article 3
Addressee

For the Council
The President
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ANNEX

SECTION 1: REFORMS AND INVESTMENTS UNDER THE RECOVERY AND
RESILIENCE PLAN

1. Description of reforms and investments
A. COMPONENT 1: DEMOGRAPHY AND PUBLIC EDUCATION

This component of the Hungarian recovery and resilience plan addresses challenges related to the
inclusive access to quality school education, the labour market integration of vulnerable groups, and
broader demographic developments facing the Hungarian economy, public finances and society.

The main objectives of the component are to:

e improve access to quality school education by providing pupils and teachers with the devices
necessary to participate in modern digital education, and developing their digital skills;

e increase the participation of disadvantaged pupils in quality mainstream education;
e reduce the risk of segregation in schools;
e increase the attractiveness of the teaching profession and reinforce the skillset of teachers;

e improve access to early childhood education and care to reduce social inequalities and
facilitate labour market integration of vulnerable groups.

The component includes measures reflecting principles of the European Pillar of Social Rights on
education, training and lifelong learning, on gender equality and on childcare and support to children.
The component also supports the digital transition by increasing the digital capacities in the public
education and by enhancing the digital skills of pupils and teachers. The focus on reducing
segregation in schools contributes to social cohesion. The component also contributes to the green
transition, as the planned infrastructure developments shall apply high standards of energy efficiency.

The component is in line with the Hungarian public education strategy prepared for the period 2021-
2030, the Hungarian National Energy and Climate Plan, the National Energy Strategy 2030 and the
National Clean Development Strategy.

The component contributes to addressing the Country Specific Recommendations on the need to
continue the labour market integration of the most vulnerable groups, in particular through upskilling
and to improve education outcomes and increase the participation of disadvantaged groups, in
particular Roma in quality mainstream education (Country Specific Recommendation 2 in 2019 and
Country Specific Recommendation 3 in 2022), contribute to women’s participation to the labour
market (County Specific Recommendation 4 in 2019), to focus investment-related economic policy
on energy and resource efficiency (Country Specific Recommendation 3 in 2019), to ensure access
to essential services and quality education for all (Country Specific Recommendation 2 in 2020), to
focus investment on the green and digital transition and digital infrastructure for schools (Country
Specific Recommendation 3 in 2019).

It is expected that no measure in this component does significant harm to environmental objectives
within the meaning of Article 17 of Regulation (EU) 2020/852, taking into account the description of
the measures and the mitigating steps set out in the recovery and resilience plan in accordance with
the DNSH Technical Guidance (2021/C58/01).
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A.1. Description of the reforms and investments for non-repayable financial support

C1.11: Development of competitive public education using 21° century technology

The objective of the measure is to support the digital transformation of public education by increasing
the availability of digital devices in schools.

This measure consists in delivering digital devices to the school education institutions and to the
school administration centrum (Klebelsberg Kozpont).

C1.R1: Reduction of segregation risk in schools

The objective of the reform is to enhance equal access to quality education and to reduce school
segregation.

The measure consists in the entry into force of legal acts(s) for the reduction of State support for
primary and lower secondary schools (grades 1 to 8) with a low proportion of disadvantaged students.

C1.R2: Increasing the attractiveness of the teaching profession

The objective of this measure is to increase the attractiveness of the teaching profession and to reduce
teacher shortages.

The measure consists in the entry into force of legal act(s) on gradually increasing teachers’ wages to
at least 80% of the average wage of tertiary graduates in 2025 and to be maintained at the same level
until at least 31 December 2031.

C1.12: Construction of childcare facilities

The objective of the investment is to increase the availability of early childhood education services
by creating new creche places.

This measure consists in the construction of childcare facilities.
C1.13: Modernisation of school infrastructure

The objective of the investment is to increase capacities in the primary and secondary education by
upgrading school infrastructure and teaching equipment.

This measure consists in the construction and renovation of school facilities, and purchase and
installation of teaching equipment.
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B. COMPONENT 2: HIGHLY QUALIFIED, COMPETITIVE WORKFORCE

This component of the Hungarian recovery and resilience plan contributes to the modernisation of
the vocational and higher education systems. It addresses the challenges of the green and digital
transition by implementing energy efficiency renovation and digital equipment solutions in buildings
in higher and vocational education institutions. The component also addresses challenges related to
skills development and levels of research and innovation by incentivising business-academia research
projects. The measures in this component are important for the recovery of the economy and for
enhancing future crisis resilience.

The central objective of this component is to strengthen the labour force and related training
institutions in light of current and possible new crises, and to improve the socio-economic
environment of Hungary. To this end, the component aims to (i) create a competitive higher education
system; (ii) contribute to increasing the availability of skilled workers; and (iii) support an ecosystem
for science, innovation and training.

The component supports addressing the Country Specific Recommendations on promoting
investment and reform on research and innovation, and green and digital skills (Country Specific
Recommendation 5 in 2022); on focusing investment on the green and digital transitions and on the
digital infrastructure of schools (Country Specific Recommendation 2 in 2020); and on focusing
investment-related economic policy on research and innovation (Country-Specific Recommendation
31in 2019).

It is expected that no measure in this component does significant harm to environmental objectives
within the meaning of Article 17 of Regulation (EU) 2020/852, taking into account the description of
the measures and the mitigating steps set out in the recovery and resilience plan in accordance with
the DNSH Technical Guidance (2021/C58/01).

B.1. Description of the reforms and investments for non-repayable financial support

C2.R1: Modernisation of higher education courses

The objective of this measure is to modernise higher education by including more practice-oriented
elements in the programmes.

This measure consists in the revision of higher education programmes to introduce practice-oriented
elements and the amendment of selected related regulations.

C2.11: Institutional innovation in higher education

The objective of this measure is to develop digital learning content.

This measure consists in developing digital learning content.

C2.12: Digitalization and modernisation of higher education infrastructure

The objective of this measure is to increase the attractiveness of higher education institutions and
support the green and digital transition through modernised infrastructure and digitalisation.

This measure consists in:

1) energy efficiency refurbishment of higher education institutions, achieving at least 30%
primary energy savings.

i1) the construction of new buildings for higher education institutions.
1i1) purchase and delivery of digital equipment in higher education institutions.
C2.13: Vocational education and training infrastructure for the 21st century

The objective of the investment is to improve digitalisation and energy efficiency of selected
vocational training centres.
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This measure consists in: (i) energy efficiency renovation and/or construction of new buildings, and/
or (ii) purchase and delivery of ICT equipment to selected vocational education and training centres.

C2.14: Development of the Central Examination Centre

The objective of this measure is to develop a central examination centre in Budapest promoting high-
quality professional examinations.

This investment consists in the renovation and purchase and delivery of equipment for the Central
Examination Centre.

C2.15: Support for research and development

The objective of the investment is to strengthen the innovation ecosystem in the country by supporting
research and development activities in the areas of safe society and environment; health; industry and
digitalisation.

The measure consists of the provision of financial support to research entities.
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C. COMPONENT 3: CATCHING UP SETTLEMENTS

This component of the Hungarian recovery and resilience plan addresses the socio-economic and
territorial challenges that have been amplified by the COVID-19 pandemic, particularly in the poorest
settlements, and tackles issues such as the lack of access to the labour market and public services, the
shortage of primary care professionals and more generally poverty.

The main objective of this component is to provide basic services for the inhabitants of the 300 most
disadvantaged settlements in Hungary (as defined by the Government Decision 1404/2019 (VIL.05.)
and the Government Decision 1057/2021. (I1.19.)) through an integrated social policy intervention.
The scope of measures in this component is an integral part of the wider Catching up Settlements
Programme. The component contributes to the principle 20 on access to essential services of the
European Pillar of Social Rights.

To this end, the component aims to (i) establish social solar power plants; (ii) promote employment
and skills development based on local specificities and the strengthening of the local economic
culture; and (iii) achieve better learning outcomes through community-oriented pedagogy.

The component shall contribute to addressing the Country Specific Recommendations on improving
the adequacy of social assistance and ensure access to essential services, quality education (Country
Specific Recommendations 2 in 2020 and 3 in 2022), on ensuring labour market integration of the
most vulnerable groups (Country Specific Recommendations 2 in 2019 and 3 in 2022), and on making
investments focused on the green and digital transitions (Country Specific Recommendations 3 in
2020 and 6 in 2022).

It is expected that no measure in this component does significant harm to environmental objectives
within the meaning of Article 17 of Regulation (EU) 2020/852, taking into account the description of
the measures and the mitigating steps set out in the recovery and resilience plan in accordance with
the DNSH Technical Guidance (2021/C58/01).

C.1. Description of the reforms and investments for non-repavable financial support

C3.11: Production and use of renewable energy in disadvantaged settlements

The objective of this measure is to reduce energy poverty in settlements selected under the Catching
up Settlements Programme through renewable energy production.

This measure consists in the installation of photovoltaic capacity and in subsidising the electricity
costs of households living in settlements selected under the Catching up Settlements Programme.

C3.12: Promoting employment and skills development based on local specificities

The objective of this measure is to develop employability of people living in settlements selected
under the Catching-up Settlements Programme.

This measure consists in the support of participation in labour socialisation programmes.
C3.13: Community-oriented pedagogy

The objective of the measure is to provide pupils targeted support in settlements selected under the
Catching up Settlements Programme.

The measure consists in the participation of public education institutions in inclusive pedagogical
development.
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D. COMPONENT 4: WATER MANAGEMENT AND CIRCULAR ECONOMY

This component of the Hungarian recovery and resilience plan aims at addressing the challenges that
Hungary faces with water management and with its transition to a circular economy.

Water scarcity has a detrimental effect on the status of water bodies, ecosystems and agricultural
lands. The objective of this component is to contribute to introducing solutions in the field of water
management through the establishment of an action plan and water retention measures.

The measures under circular economy contribute to a more developed waste management system in
Hungary. This requires establishing the main legislative and procedural requirements for preparing
the Hungarian economy to the transition to the circular economy, accompanied by awareness raising
activities on waste recycling. The objectives of this component are consistent with the EU Waste
Management Framework.

The component contributes to addressing the Country Specific Recommendations to focus
investment-related economic policy on sustainable water management (Country Specific
Recommendation 3 in 2020, and Country Specific Recommendation 5 in 2022). In addition, this
component contributes to addressing the Country Specific Recommendations to promote reform on
sustainable waste management and the circularity of the economy (Country Specific
Recommendation 5 in 2022).

It is expected that no measure in this component does significant harm to environmental objectives
within the meaning of Article 17 of Regulation (EU) 2020/852, taking into account the description of

the measures and the mitigating steps set out in the recovery and resilience plan in accordance with
the DNSH Technical Guidance (2021/C58/01).

D.1. Description of the reforms and investments for non-repayable financial support

C4.R1: Awareness raising - water

The objective of the reform is to set a climate-resilient and sustainable water management framework
by aligning water use with available water resources and climate change projections.

The measure consists of the adoption of an action plan on sustainable water management and the
delivery of controlled water retention interventions.

C4.11: Nature protection

The objective of this investment is to improve the water quality and ecological status of the
(Soroksari)-Danube branch by issuing the operating permit for the Kvassay pumping station and its
associated infrastructure and ensure reliable, climate-resilient water supply.

The measure covers the Danube-side suction structure of the new pumping station, installing four
propeller pumps with their mechanical and electrical equipment, and establishing the high-voltage
power supply and control system.

C4.R2: Domestic regulation of the transition to a circular economy

The objective of this measure is to create a sound legal framework for the transition to a circular
economy.

The measure consists of the entry into force of the amendments to the legal framework with a view
to creating an enabling environment for waste management in Hungary.

C4.R3: Action plan for local awareness raising activities
The objective of the measure is to raise the awareness of the population on waste recycling.

The reform consists in the adoption of a national communication action plan which informs the
general public regarding the higher levels of waste hierarchy.
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E. COMPONENT S: SUSTAINABLE GREEN TRANSPORT

This component of the Hungarian recovery and resilience plan addresses the need to strengthen the
contribution of the transport sector to the reduction of greenhouse gas and pollutant emissions, to
speed up the modernisation of the transport network and rolling stock, to increase the attractiveness
of sustainable transport modes, in particular public transport, and to improve social and territorial
cohesion.

The objective of this component is to promote sustainable mobility, strengthen low-carbon public
transport, reduce negative externalities of transport (in particular congestion and emissions) and
provide accessible modes of transport, mostly through a strengthening of public transport
infrastructure and vehicles. The measures of this component are expected to lead to a reduction of
emissions due to transport by encouraging the use of environmentally friendly urban and suburban
modes of transport and more generally by strengthening alternatives to individual cars. Public
transport is expected to be made more attractive, which would lead to more users shifting from private
car to public transport. More robust railway infrastructure is also expected to facilitate modal shift of
freight. To this end, this component shall consist of reforms and investments that promote sustainable
transport through the modernisation of important railways lines, the purchase of zero emission buses
and trams for public transport, improvements to the oversight on railway market and the introduction
of legislation relating to tariffs for public transport. The component also includes the establishment
of a Rolling Stock Company (ROSCO) to catalyse the renewal of Hungary’s rolling stock and to
create the basis for a more efficient management of railway services.

The component contributes to addressing the Country Specific Recommendations on focusing
investment-related economic policy on transport infrastructure, taking into account regional
disparities, and on focusing investment on the green transition, in particular sustainable transport
(Country Specific Recommendation 3 in 2019 and 2020) and on the reduction of the dependency on
fossil fuels in transport by stepping up efforts on energy efficiency, in particular through
electrification (Country Specific Recommendation 6 in 2022).

It is expected that no measure in this component does significant harm to environmental objectives
within the meaning of Article 17 of Regulation (EU) 2020/852, taking into account the description of
the measures and the mitigating steps set out in the plan in accordance with the DNSH Technical
Guidance (2021/C58/01).

E.1. Description of the reforms and investments for non-repavable financial support

CS.11: Development of a suburban railway line

The objective of the measure is to channel traffic towards low CO2 emission modes. The measure
consists of works on a railway section.

C5.12: Rail network congestion switching on TEN-T corridor

The objective of the measure is to channel traffic towards low CO2 emission modes and to improve
the use of long-distance freight and passenger transport. The measure consists of works on a railway
section.

C5.13: Development of zero-emission bus transport

The objective of the measure is to renew and decarbonise the public transport fleet in Hungary through
the provision of zero-emission buses.

The measure consists in the delivery of 187 zero-emission/electric buses (either M1 or M3).
C5.14: Development of tram and trolleybus system
The objective of the measure is to improve the transportation infrastructure.

The measure consists in the handover or production of trams and delivery of trolleybuses.
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C5.15: Works on railway section
The objective of the measure is to electrify railway sections.

The measure consists in (re)construction works related to the railway section “Szeged-Rendezd -
Roszke — Border of the country” and the connection of railway lines 136 and 140.

C5.16: Boosting the uptake of electric vehicles (EVs)

The objective of this measure is to increase the uptake of electric vehicles by providing financial
support in the form of grants.

The measure consists in financial support for the purchase of at least 10 000 electric vehicles.

C5.17: Setting up a financial instrument to increase the rollout of charging stations for electric
vehicles (EVs)

The measure shall consist in a public investment in a Facility, in order to incentivise private
investment and improve access to finance in Hungary’s electric mobility sector by developing the
charging infrastructure for electric vehicles. The Facility shall operate by providing combined loan
and grant support directly to the private sector, as well as to public sector entities engaged in similar
activities.

The Facility shall be managed by the Hungarian Development Bank (Magyar Fejlesztési Bank Zrt. —
MFB) as the Implementing Partner. The Facility shall include the following product line:

* Combined loan and grant support for the installation of charging stations. The share of grants
and loans shall be decided based on the following criteria:

O the regional state aid map, as included in Art. 36a of the General block exemption
regulation (GBER);

O the size of the company applying to the Facility. Namely, the smaller the company is,
the higher shall be the share of grant support;

O the heavy-duty vehicles (HDV) charging stations to be installed by final beneficiaries.
In particular, the higher is the HDV stations’ ratio, the higher shall be the share of
grant support.

In order to implement the investment into the Facility, Hungary and the MFB shall sign an
Implementing Agreement that shall include the following content:

1. Description of the decision-making process of the Facility: The initial investment decision of the
Facility shall be taken by an investment committee or other equivalent governing body and
approved by a majority of votes from members who are independent from the government. The
final investment decision of the Facility shall be limited to the approval (without modifications)
or the exercise of a veto right on an investment decision proposed by the investment committee
or equivalent governing body.

2. Key requirements of the associated investment policy, which shall include:
a. The description of the financial product and eligible final beneficiaries.
b. The requirement that all investments supported are economically viable.

c. The requirement to comply with the ‘do no significant harm’ (DNSH) principle as set out
in the DNSH Technical Guidance (2021/C58/01). In particular, the investment policy shall
exclude the following list of activities and assets from eligibility: (i) activities and assets
related to fossil fuels, including downstream use!, (ii) activities and assets under the EU

! Except for (a) assets and activities in power and/or heat generation, as well as related transmission and distribution infrastructure,
using natural gas, that are compliant with the conditions set out in Annex III of the ‘do no significant harm” Technical Guidance

17

www.parlament.gv.at



Emissions Trading System (ETS) achieving projected greenhouse gas emissions that are
not lower than the applicable benchmarks?, (iii) activities and assets related to waste
landfills, incinerators® and mechanical biological treatment plants®.

d. The requirement that final beneficiaries of the Facility shall not receive support from other
Union instruments to cover the same cost.

3. The amount covered by the Implementing Agreement, the fee structure for the Implementing
Partner and the requirement to reinvest any reflows according to the investment policy of the
Facility.

4.  Monitoring, audit, and control requirements, including:

1. The description of the Implementing Partner’s monitoring system to report on the
investment mobilized.

2. The description of the Implementing Partner’s procedures that will ensure the
prevention, detection and correction of fraud, corruption, and conflicts of interests.

3. The obligation to verify the eligibility of every operation in accordance with the
requirements laid out in the Implementing Agreement before committing to finance
an operation.

4. The obligation of carrying out risk-based ex-post audits in accordance with an audit
plan of the MFB. These audits shall verify 1) that the control systems are effective,
including the detection of fraud, corruption, and conflict of interests; ii) compliance
with the DNSH principle, the State Aid rules, the climate target requirements; and
iii) that the requirement that final beneficiaries of the Facility have not received
support from other Union instruments to cover the same cost is respected. The audits
shall also verify the legality of the transactions and that the conditions of the applicable
Implementing Agreement are being respected.

5. Requirements for climate investments carried out by the Implementing Partner: At least
EUR 19 418 569 of the RRF investment into the Facility shall contribute to the climate change
objectives in accordance with Annex VI to the RRF Regulation.’

(2021/C58/01) and (b) activities and assets under point (ii) for which the use of fossil fuels is temporary and technically unavoidable
for the timely transition towards a fossil fuel free operation.

2 Where the activity supported achieves projected greenhouse gas emissions that are not significantly lower than the relevant
benchmarks, an explanation of the reasons why this is not possible shall be provided. Benchmarks established for free allocation for
activities falling within the scope of the Emissions Trading System, as set out in the Commission Implementing Regulation (EU)
2021/447.

3 This exclusion does not apply to actions under this measure in plants exclusively dedicated to treating non-recyclable hazardous
waste, and to existing plants, where the actions under this measure are for the purpose of increasing energy efficiency, capturing exhaust
gases for storage or use or recovering materials from incineration ashes, provided such actions under this measure do not result in an
increase of the plants’ waste processing capacity or in an extension of the lifetime of the plants; for which evidence is provided at plant
level.

4 This exclusion does not apply to actions under this measure in existing mechanical biological treatment plants, where the actions
under this measure are for the purpose of increasing energy efficiency or retrofitting to recycling operations of separated waste to
compost bio-waste and anaerobic digestion of bio-waste, provided such actions under this measure do not result in an increase of the
plants’ waste processing capacity or in an extension of the lifetime of the plants; for which evidence is provided at plant level.

5 Final beneficiaries associated to specific projects shall be required to provide a justification of the selected intervention field for each
project supported, together with a description of the project, for the purpose of the computation of the climate contribution. The
Implementing Partner shall also be required to provide to the Member State a semi-annual report on the implementation of each
project/activity.
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CS5.R1: Tariff reform
The objective of this measure is to encourage the use of public transport.

The measure consists in the entry into force of legal act(s) relating to travel discounts on public
passenger transport.
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E.3. Description of the reforms and investments for the loan

C5.18: Equity injection into a newly created Rolling Stock Company “ROSCO”

This measure aims at supporting the growth potential of the Hungarian economy by structurally
adjusting the level of public support available to address market failures and inefficiencies within the
economy. The measure shall consist of an equity injection of EUR 1 800 000 000 into the Rolling
Stock Company (ROSCO).

The satisfactory fulfilment of milestones under this measure is subject to the satisfactory fulfilment
of the milestones of reform C5.R2.

C5.R2: Reform of railway services in Hungary
The objective of this measure is to contribute to an improvement of the railway market in Hungary.

It consists in the entry into force of legal act(s) on the establishment of the National Public Transport
Authority (NPTA) and of the Rolling Stock Company (ROSCO).
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F. COMPONENT 6: Energy — green transition

This component of the Hungarian recovery and resilience plan addresses several challenges of the
energy sector. The objective of the component is to contribute to the attainment of
Hungary’s 2030 climate and energy targets, also considering the need to raise Member States’
ambition in the context of the EU-wide 2030 objective of reducing greenhouse gas emissions by at
least 55 % relative to 1990 levels. The National Energy Strategy 2030 and the National Energy and
Climate Plan aim at strengthening energy sovereignty and energy security by reducing import
dependency, ensuring affordable energy supply for the population and decarbonising energy
production, including the increase of the share of energy generation based on renewable sources.

In this context, the component aims at creating additional capacities based on renewable energy
sources and ultimately reducing greenhouse gas emissions. The amendments to the legal framework
shall establish the supportive regulatory environment to achieve this objective. With a view to
integrating the energy production capacities from renewable energy sources into the electricity
network in a secure and flexible way, the component shall support the investment related to the
network development and investments into electricity storage facilities. The investment into smart
meters is expected to contribute to the optimisation of electricity demand in the long term. The
component shall also result in creation of additional renewable energy production capacity by
supporting onshore wind power generation and the installation of residential solar panel systems.
Furthermore, in order to address air pollution and energy efficiency-related challenges, it shall also
provide support to households for the installation of electric heating systems and for windows
replacement, in addition to the solar panel systems and storage units.

The measures under this component are expected to contribute to the green transition and to the
achievement of the climate neutrality objective by 2050.

The smart network development based on innovative technical solutions is an important step towards
digitalisation. The exploitation of data through digital solutions ensures better forecast of supply-
demand balances and better regulation of energy production.

The component contributes to the strategic autonomy and security of Hungary as part of European
objectives. The upscaling of renewable energy production capacities shall lead to increased energy
sovereignty through increasing the share of domestic energy sources. The grid development shall also
contribute to improving the security of the electricity network.

The investments are also expected to contribute to job creation at local level, including for the SME
sector.

The component contributes to addressing the Country Specific Recommendations regarding the need
to focus on the green and digital transitions, in particular clean and efficient production and use of
energy (Country Specific Recommendation 3 in 2020) and to put low carbon energy and energy and
resource efficiency in the centre of investment-oriented economic policy (Country Specific
Recommendation 3 in 2019). It also contributes to addressing the Country Specific Recommendation
6 in 2022 regarding the need to reduce overall reliance on fossil fuels by accelerating the deployment
of renewables, by streamlining the permitting procedures and the upgrading of the electricity
infrastructure, as well as to addressing the Country Specific Recommendation 4 in 2025 regarding
the need to improve flexibility and competition in the electricity sector, by strengthening the
balancing market and boosting cross-border electricity trading.

It is expected that no measure in this component does significant harm to environmental objectives
within the meaning of Article 17 of Regulation (EU) 2020/852, taking into account the description of
the measures and the mitigating steps set out in the recovery and resilience plan in accordance with
the DNSH Technical Guidance (2021/C58/01).
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F.1. Description of the reforms and investments for non-repavable financial support

C6.R1: Transformation of electricity regulations

The objective of this measure is to improve the legal framework of the Hungarian electricity market
by amending the applicable laws.

The measure consists of the introduction of separate accounting for the electricity fed into the grid
and electricity consumed from the grid.

C6.R2: Encouraging the deployment of onshore wind energy

The objective of the measure is to encourage the deployment of additional onshore wind power
generation capacity in Hungary.

The measure consists in simplifying the rules for the installation of onshore wind power generation
capacity.

C6.R3: Accelerate the connection of renewable energy projects to the grid
The objective of this measure is to accelerate the connection of renewable energy projects to the grid.

The measure consists of a simplification of grid connection procedures for renewable energy
installations.

C6.R4: Setting minimum energy efficiency standards
The objective of the measure is to improve energy efficiency of buildings in Hungary.

The measure consists in introducing minimum energy efficiency standards for building renovation
support schemes (co-) financed from EU funds.

C6.11: Classic and smart grid development for transmission system operator and distribution
system operators

The objective of the measure is to accommodate the expected increase in demand for integrating
additional capacity into the grid.

The measure consists of construction and upgrade of transmission and distribution grids.
C6.12: Support for the use of residential solar panels and heating modernisation

The objective of the measure is the upscaling of residential renewable energy production capacities,
the increase of energy efficiency as well as the reduction of air pollution stemming from outdated
heating solutions.

The measure consists in: (i) the installation of residential solar panel systems; and (ii) the installation
of residential solar panel systems combined with one or multiple of the following measures:
replacement of windows and/or doors, installation of storage capacity and installation of electric
heating.

C6.13: Installation of grid energy storage facilities

The objective of this measure is to provide for the market players in the balancing markets access to
zero-emission flexibility services.

This measure consists in the installation of energy storage facilities.
C6.14: Dissemination of smart metering
The objective of the measure is to support the dissemination of smart meters.

This measure consists of the installation of smart meters.
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C6.15: Energy efficiency and renewable energy investments in public buildings

The objective of the measure is to improve the energy performance of public buildings and support
the deployment of renewable energy.

This investment consists of energy efficiency renovations and renewable energy installations in
public buildings.

C6.16. Grant scheme for the development of the electricity grid

This measure shall consist of a public investment in a Grant Scheme, in order to incentivise private
investment and improve access to finance in Hungary's energy sector. The Scheme shall operate by
providing grants directly to the private sector as well as to public sector entities engaged in similar
activities.

The Scheme shall be managed by the Hungarian Development Bank (Magyar Fejlesztési Bank Zrt. —
MFB) as the implementing partner. The Scheme shall include the following product line:

e (rants for distribution and transmission grid development investments including - but not
limited to - cables, smart meters, transformers and other grid infrastructure.

In order to implement the investment into the Scheme, Hungary and the Hungarian Development
Bank shall sign an Implementing Agreement that shall include the following content:

1. Description of the decision-making process of the Scheme: The final award decision of the
Scheme shall be taken by an investment committee or other relevant equivalent governing body
and approved by a majority of votes from members who are independent from the government.

2. Key requirements of the associated grant policy, which shall include:
The description of the grants provided and eligible final beneficiaries®.
b.  The requirement that all investments supported are economically viable.

c. The requirement to comply with the ‘Do no significant harm’ (DNSH) principle as set out
in the DNSH Technical Guidance (2021/C58/01). In particular, the grant policy shall
exclude the following list of activities and assets from eligibility: (i) activities and assets
related to fossil fuels, including downstream use’, (ii) activities and assets under the EU
Emission Trading System (ETS) achieving projected greenhouse gas emissions that are not
lower than the relevant benchmarks?, (iii) activities and assets related to waste landfills,
incinerators’ and mechanical biological treatment plants'®.

¢ Final beneficiaries associated to specific projects shall be required to provide a justification of the selected intervention field for each
project supported, together with a description of the project, for the purpose of the computation of the climate contribution. For the
purpose of the computation of the climate contribution, final beneficiaries from equity, quasi-equity, corporate bonds or equivalent
instruments not targeted to specific projects shall provide a justification for the selected intervention field(s). The implementing partner
shall also be required to provide to the Member State a semi-annual report on the implementation of each project/activity.

7 Except for (a) assets and activities in power and/or heat generation, as well as related transmission and distribution infrastructure,
using natural gas, that are compliant with the conditions set out in Annex III of the ‘Do no significant harm”’ Technical Guidance
(2021/C58/01) and (b) activities and assets under point (ii) for which the use of fossil fuels is temporary and technically unavoidable
for the timely transition towards a fossil fuel free operation.

8 Where the activity supported achieves projected greenhouse gas emissions that are not significantly lower than the relevant
benchmarks, an explanation of the reasons why this is not possible shall be provided. Benchmarks established for free allocation for
activities falling within the scope of the Emissions Trading System, as set out in the Commission Implementing Regulation (EU)
2021/447.

° This exclusion does not apply to actions under this measure in plants exclusively dedicated to treating non-recyclable hazardous
waste, and to existing plants, where the actions under this measure are for the purpose of increasing energy efficiency, capturing exhaust
gases for storage or use or recovering materials from incineration ashes, provided such actions under this measure do not result in an
increase of the plants’ waste processing capacity or in an extension of the lifetime of the plants; for which evidence is provided at plant
level.

19 This exclusion does not apply to actions under this measure in existing mechanical biological treatment plants, where the actions
under this measure are for the purpose of increasing energy efficiency or retrofitting to recycling operations of separated waste to
compost bio-waste and anaerobic digestion of bio-waste, provided such actions under this measure do not result in an increase of the
plants’ waste processing capacity or in an extension of the lifetime of the plants; for which evidence is provided at plant level.
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d. The requirement that final beneficiaries of the Scheme shall not receive support from other
Union instruments to cover the same cost.

The amount covered by the Implementing Agreement, the fee structure for the Implementing
Partner and the requirement to use any unused proceeds of the scheme, including beyond 2026,
for the same policy purposes.

Monitoring, audit, and control requirements, including:

1. The description of the implementing partner’s monitoring system to report on the
grants mobilized.

2. The description of the implementing partner’s procedures that will ensure the
prevention, detection and correction of fraud, corruption, and conflicts of interests.

3. The obligation to verify the eligibility of every operation in accordance with the
requirements laid out in the Implementing Agreement before awarding a grant to an
operation.

4. The obligation of carrying out risk-based ex-post audits in accordance with an audit
plan of the Hungarian Development Bank. These audits shall verify; 1) that the control
systems are effective, including the detection of fraud, corruption, and conflict of
interests; i1) compliance with the DNSH principle, the State Aid rules, the climate and
digital target requirements; and iii) that the requirement that final beneficiaries of the
Scheme have not received support from other Union instruments to cover the same
cost is respected. The audits shall also verify the legality of the transactions and that
the conditions of the applicable Implementing Agreement and Grant Agreements are
being respected.

5. Requirements for climate and digital investments carried out by the implementing partner: at
least EUR 856 756 163.36 of the RRF investment into the Scheme shall contribute to the
climate change objectives in accordance with Annex VI to the RRF Regulation and at least
EUR 342 702 465.34 shall contribute to the digital transition in accordance with Annex VII to
the RRF Regulation.
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G. COMPONENT 7: HEALTH

This component of the Hungarian recovery and resilience plan addresses several challenges that the
Hungarian health system currently faces, such as unequal access to services and the high incidence
of informal (gratuity) payments; an excessive reliance on hospitals in the provision of services and
regional shortages of workforce within the health system.

The main objective of the component is to develop a modern and efficient care system capable of
responding to the challenges of the twenty-first century and accessible to all, in line with principle
16 of the European Pillar of Social Rights. To this end, the component aims to (i) eradicate gratuity
payments in the health system; (ii) reinforce the role of general practitioners; (iii) streamline in-patient
care and upgrade its infrastructure and (iv) increase the use of information and communication
technologies (ICT) to improve the quality and efficiency of healthcare services.

The component supports addressing the Country Specific Recommendations on supporting
preventive health measures and strengthening primary healthcare (Country Specific
Recommendations 2 of 2019 and 3 in 2022), on addressing shortages of health workers and ensuring
an adequate supply of critical medical products and infrastructure (Country Specific
Recommendation 1 in 2020), and on ensuring access to essential services for all (Country Specific
Recommendation 2 in 2020). It should also contribute to the implementation of the European Pillar
of Social Rights.

It is expected that no measure in this component does significant harm to environmental objectives
within the meaning of Article 17 of Regulation (EU) 2020/852, taking into account the description of
the measures and the mitigating steps set out in the recovery and resilience plan in accordance with
the DNSH Technical Guidance (2021/C58/01).

G.1. Description of the reforms and investments for non-repayable financial support

C7.R1: Eradication of gratuity payments in the healthcare sector

The objective of the measure is to eradicate the practice of informal gratuity payments in healthcare
services while creating better financial and working conditions for doctors.

The measure consists of the entry into force of legal act(s) for: (i) introducing a new employment
contract for doctors in the interest of increasing their salaries and (ii) the criminalisation of gratuity
payments.

C7.11: Modernisation of healthcare system in the 21st century

The objective of the measure is to enhance the quality of care by improving healthcare infrastructure
and upgrading healthcare equipment in healthcare units.

The measure consists in providing financial support for refurbishment and renovation works, as well
as for the purchase of healthcare equipment.

C7.12: Supporting the digital transformation of health

The objective of this measure is to support the digital transformation of healthcare services by
expanding digital process and improving efficiency.

This measure consists in digitisation of new or upgraded functions and procedures of the e-health
care system.
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C7.13: Development of primary health care

The objective of the measure is to improve primary health care services through primary care
providers, local services, and to alleviate the pressure on specialized care.

The measure consists of establishing praxis communities of primary care providers, increasing the
number of doctors in these communities, and enrolling patients in the Chronic Disease Management
Programme and Prevention Programme.

C7.14: Local health and social infrastructure

The objective of the measure is to enhance the quality, accessibility, and efficiency of health and
social services.

The measure consists in the refurbishment of healthcare and social care facilities, as well as the
delivery of related equipment.
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H. COMPONENT 8: GOVERNANCE AND PUBLIC ADMINISTRATION

Hungary has a number of long-standing horizontal challenges related to the robustness and
functioning of the public institutions in general, which has implications also on economic and social
processes in the country. Specific issues in this regard relate to the anti-corruption framework,
competition in public procurement, judicial independence, as well as the predictability, quality and
transparency of decision-making. Hungary ranks low in corruption perception indicators and the level
of competition in public procurements is moderate. Accountability for decisions to close
investigations remains a matter of concern as there are no effective remedies against decisions of the
prosecution service not to prosecute alleged criminal activities. Recurrent challenges in the
application of the rules on transparency and access to public information further weaken the anti-
corruption framework as well. As regards judicial independence, concerns relate in particular to the
challenges faced by the independent National Judicial Council in counter-balancing the powers of the
President of the National Office for the Judiciary, the rules on electing the President of the Supreme
Court, the possibility of discretionary decisions as regards judicial appointments and promotions, case
allocation as well as bonuses to judges and court executives, as well as the possibility for public
authorities to challenge before the Constitutional Court final judicial decisions. The quality,
predictability and transparency of decision-making and the absence of effective consultation of social
partners and stakeholders in the decision-making processes, represent recurrent challenges. The
complexity of the tax system and the risks of aggressive tax planning have also been identified as
issues to tackle; and so is the need to improve the sustainability of public finances and the budgetary
framework.

This component of the Hungarian recovery and resilience plan aims to address these challenges. It
includes measures that are expected to contribute to reinforcing the anti-corruption framework,
including by establishing an Integrity Authority and an Anti-Corruption Task Force, implementing
anti-corruption measures and strengthening the capacities of the Hungarian audit and control bodies,
in particular with regard to spending from the EU budget. It also includes measures to strengthen
prosecutorial efforts. Measures are also included to increase competition in the field of public
procurement and ensure the transparency of and public oversight over public procurements.

Measures included in the component also address issues concerning the independence of the
judiciary, to raise the standard of judicial protection and to improve the investment climate in
Hungary, by strengthening the guarantees of independence and impartiality of courts, namely by
establishing stronger powers for the National Judicial Council to counterbalance the powers of the
President of the National Office for the Judiciary, strengthening the judicial independence of the
Supreme Court, removing obstacles to references for preliminary rulings to the Court of Justice of
the European Union, and removing the possibility for public authorities to challenge before the
Constitutional Court final judicial decisions.

The measures in this component are also expected to improve the quality and transparency of
decision-making, including by a more systematic involvement of social partners and stakeholders,
and to facilitate access to public information, as well as ensuring effective oversight on how public
interest asset management foundations make use of EU support. The component also features
measures to tackle the risk of aggressive tax planning and simplify the tax system. Lastly, the
component includes measures that aim to improve the quality and sustainability of public finances.

In several instances, this component also contributes to the digital transition of public institutions by
supporting the digitalisation of public administration and services.
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The component contributes to addressing the Country Specific Recommendations on the need to
“Reinforce the anti-corruption framework, including by improving prosecutorial efforts and access
to public information” (Country Specific Recommendation 4 of 2019, Country Specific
Recommendation 4 of 2022), “Improve competition in public procurement” (Country Specific
Recommendation 4 of 2020, Country Specific Recommendation 4 of 2022), “Strengthen judicial
independence” (Country Specific Recommendation 4 of 2019, Country Specific Recommendation 4
of 2022), “Improve the quality and transparency of the decision-making process through effective
social dialogue, engagement with other stakeholders and regular impact assessments” (Country
Specific Recommendation 4 of 2019, Country Specific Recommendation 4 of 2022), “Continue
simplifying the tax system” (Country Specific Recommendation 4 of 2019, Country Specific
Recommendation 4 of 2022), “Strengthen the tax system against the risk of aggressive tax planning”
(Country Specific Recommendation 4 of 2019, Country Specific Recommendation 5 of 2020),
“Achieve prudent medium-term fiscal positions” (Country Specific Recommendation 1 of 2022),
“Strengthen the medium-term budgetary framework, align the preparation of annual budgets with the
budgetary year and limit discretion in the implementation of annual budgets” (Country Specific
Recommendation 1 of 2024, Country Specific Recommendation 1 of 2025) and Phase out
remaining price and interest rate caps to reduce distortive effects and facilitate the smooth
transmission of monetary policy”” (Country Specific Recommendation 1 of 2024, Country Specific
Recommendation 1 of 2025).

A number of these measures have been put forward by Hungary and discussed with the European
Commission in the context of the procedure under the Conditionality Regulation!!. The content of
the related milestones and targets is aligned with the commitments taken in that context and some of
these milestones shall be implemented before the submission of a payment request under the
Recovery and Resilience Facility.

In accordance with Article 20(5)(e) of Regulation (EU) 2021/241, in order to comply with Article 22
of that Regulation, the implementation of the milestones in this component that are related to the
Hungarian control system aiming at the protection of the financial interests of the Union shall be a
precondition for any payment under Article 24 of the RRF Regulation'?.

In accordance with Article 24(3) of Regulation (EU) 2021/241, any reform by Hungary shall be
undertaken without weakening this result and negatively impacting the below elements.

It is expected that no measure in this component does significant harm to environmental objectives
within the meaning of Article 17 of Regulation (EU) 2020/852, taking into account the description of
the measures and the mitigating steps set out in the recovery and resilience plan in accordance with
the DNSH Technical Guidance (2021/C58/01).

H.1. Description of the reforms and investments for non-repayable financial support
C8.R1: Entry into force of legal acts on an Integrity Authority

The objective of this reform is to reinforce the prevention, detection and correction of fraud, conflict
of interest and corruption as well as other illegalities and irregularities concerning the implementation
of Union support in Hungary, with a particular focus on public procurement, through the legal
establishment of an Integrity Authority.

1 Procedure under Article 6 of Regulation (EU, Euratom) 2020/2092 on a general regime of conditionality for the protection of the
Union budget.
12 This is the case for milestones 54, 55, 57, 58, 59, 62, 63, 66, 68, 69, 71, 72, 73, 74, 75, 76, 77, 78, 79, 80, 81, 82, 83, 84.
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The reform consists in the entry into force of legislation providing for an independent Integrity
Authority, with competence to intervene in all cases where in its views competent national authorities
have not taken the necessary steps to prevent, detect and correct fraud, conflict of interests, corruption
and other illegalities or irregularities that have affected or seriously risk affecting the sound financial
management of the Union budget or the protection of the financial interests of the European Union.

The legislation shall also provide the competences of the Integrity Authority, such as directly
verifying asset declarations of certain categories of senior political executives (as well as those of
their relatives living in the same household) and other high-risk officials.

C8.R2: Participation in the enhanced cooperation on the establishment of the European
Public Prosecutor’s Office

The objective of this reform is to strengthen the effective protection of the Union’s financial interests
and the fight against criminal offences affecting the Union’s financial interest in Hungary with its
participation in the enhanced cooperation on the establishment of the European Public Prosecutor’s
Office (EPPO). The EPPO is an indivisible Union body operating as one single Office in the interest
of the Union as a whole with the competence to investigate, prosecute and bring to judgment
perpetrators of criminal offences committed against the financial interests of the Union.

The reform consists in the submission of the notification by Hungary to the European Commission
of its intention to participate in the enhanced cooperation on the establishment of the EPPO.

C8.R3: Entry into force of legal acts on an Anti-Corruption Task Force

The objective of this reform is to monitor and review the measures taken in Hungary to prevent,
detect, prosecute and sanction corruption by an Anti-Corruption Task Force.

This reform consists in the entry into force of legislation on the legal establishment of an Anti-
Corruption Task Force, including the specification of its main tasks. The legislation shall provide
that, inter alia, (i) non-governmental actors active in the field of anti-corruption shall make up at least
50% of the members of the Anti-Corruption Task Force (the chair excluded); (ii) the Anti-Corruption
Task Force shall meet at least twice a year, (ii1) the Anti-Corruption Task Force prepares a publicly
available annual report and (iv) the Anti-Corruption Task Force shall put forward proposals aiming
to improve corruption prevention and detection and boost the flow of information between
administrative and control authorities of the state and criminal investigation authorities.

C8.R4: Introduction of a specific procedure in the case of special crimes related to the exercise
of public authority or the management of public property (‘judicial review’)

The objective of this reform is to establish a specific procedure that ensures judicial review of
decisions of investigating authorities or the prosecution service to dismiss a crime report or to
terminate proceedings in the case of special crimes related to the exercise of public authority or the
management of public property, in order to ensure that determined action is taken to prosecute
corruption and similar criminal offences. The reform consists in legislative amendment(s) on judicial
review and the right to file an indictment concerning certain corruption and corruption-related
practices.

C8.R5: Amendment of rules related to asset declarations

The aim of this reform is to amend the anti-corruption framework by introducing more stringent rules
related to asset declarations, along with a sanctions regime for the breach of these rules and
obligations.

40

www.parlament.gv.at



The reform consists in the entry into force of legislative amendments that provide for the obligation
that senior political executives and their relatives living in the same household, as well as members
of the National Assembly and their relatives living in the same household shall submit asset
declarations upon taking up duties, annually thereafter and at the time of leaving their duties, and the
aforementioned asset declarations shall be submitted electronically.

C8.R6: Entry into force of legal acts on the transparency of the use of public resources by
public interest asset management foundations

The objective of this reform is to ensure oversight on how public interest asset management
foundations make use of Union support and to prevent the structural risk of conflict of interest
situations in their functioning.

The reform consists in the entry into force of legislative amendments to set out the designation of
public interest asset management foundations performing public duty and the legal persons
established or maintained by them as contracting authorities within the meaning of public
procurement rule, and in the adoption of rules to prevent and address risks of conflict of interest.

C8.R7: Enhancing the transparency of public spending

The objective of this reform is to increase the transparency of public spending by ensuring that bodies
carrying out public duties proactively publish a wide range of information.

The reform consists in the entry into force of legislation providing for an obligation for bodies
carrying out public duties to proactively publish a pre-defined set of information on the use of public
funds into a central register.

C8.R8: Rules ensuring the transparency of beneficial owners of entities and clarifying the use
of public subsidies

The objective of this reform is to increase clarity and legal certainty of rules applicable to ultimate
beneficial owners of certain entities, including private investment funds/a fiduciary asset management
entities and to ensure that bodies responsible for the audit and control of Union support in Hungary
can retroactively access that data for carrying out their tasks thereby increasing the level of protection
of the Union’s financial interests.

The reform consists in the entry into force of

i.  legislative amendments providing for the revision of the definition of ultimate beneficial
owner to include special provisions on private investment funds, ensure that bodies
responsible for the management and control of Union support in Hungary have the possibility
to gather information on and verify the ultimate beneficial owners of private equity funds
from at least 1 February 2020, and

ii.  legislation providing for the clarification and the extension of the scope of excluded public
officials and the scope of entities that cannot apply for or receive subsidies provided from
public funds.

C8.R9: Reducing the share of single-bid public procurement procedures

The objective of the reform is to improve competition in public procurement and to increase the
transparency and robustness of related processes by reducing the share of single-bid public
procurement procedures financed from Union funds.

This reform consists in the obligation to keep the share of public procurement tender procedures with
single bids for procurements at least partially financed from Union support below 15% as reported in
a tool developed for monitoring and reporting single bids in line with the Single Market Scoreboard
methodology.
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C8.R10: Reinforcing integrity, transparency and competition in the public procurement
market

The objective of the reform is to reinforce the transparency of public procurement procedures,
introduce corruption-prevention and conflict of interest rules, reporting and publication obligations
for contracting authorities and incentivise competition in the public procurement market.

The reform consists in entry into force of legal act(s) on public procurement.

C8.R11: Development of the Electronic Public Procurement System (EPS) to increase
transparency

The objective of this reform is to increase the transparency of public procurements and facilitate the
independent oversight and analysis of competition in public procurements.

This reform consists of making possible the structured search in and bulk export of contract award
notice data in machine-readable format, through the Electronic Public Procurement System (EPS).

C8.R12: Performance measurement framework for public procurements

The objective of this reform is to facilitate the assessment of the efficiency and cost effectiveness of
public procurements and the reasons for limited competition.

This reform consists in the publication of a performance measurement framework of public
procurements on the EPS website to assess the efficiency and cost-effectiveness of public
procurements and the possible reasons for- and effects of limited competition in public procurement
procedures, and the sectors most affected by public procurement procedures resulting in single bids.

C8.R13: Action plan for increasing the level of competition in public procurement
The objective of this reform is to increase the level of competition in public procurement in Hungary.

This reform consists in the adoption, publication and annual review of an action plan aiming to
increase the level of competition in public procurement. The action plan shall set out objectives to be
achieved, define measures to achieve the objectives, set precise deadlines for the implementation of
the measures, identify the body/ies responsible for implementing the measures and establish a
monitoring mechanism to assess progress.

C8.R14: Reinforcing the role and powers of the National Judicial Council aimed at
counterbalancing the powers of the President of the National Office for the Judiciary

The objective of the reform is to reinforce the independence and impartiality of courts and judges
established by law by _establishing stronger powers for the National Judicial Council (NJC) so that it
can effectively exercise its constitutional role in supervising the central administration of courts,
while maintaining the Council’s independence based on its members being elected by judges.

This reform consists in legislative amendments establishing stronger powers for the NJC by adopting
provisions on a motivated binding opinion by the NJC for a number of matters regarding both
individual decisions and regulations.

C8.R15: Judicial independence of the Supreme Court (KUria)
The objective of the reform is to strengthen the judicial independence of the Supreme Court (Kuria).

This reform consists in legislative amendments related to the rules on the election of the Kuria
President, the rules on the case allocation scheme of the KUria, and the rules on the functioning of the
Kdria.

C8.R16: Removing obstacles to references for preliminary rulings to the Court of Justice of
the European Union

The objective of the reform is to remove obstacles for courts to independently refer cases for
preliminary rulings to the Court of Justice of the European Union (CJEU).

42

www.parlament.gv.at



This reform consists in the entry into force of legislative amendment(s) related to preliminary
references to the Court of Justice of the European Union.

C8.R17: Reform regarding the review of final judgments by the Constitutional Court
The objective of this reform is to strengthen the independence and impartiality of courts and judges.

This reform consists in legislative amendments on the removal of the possibility for public authorities
to challenge before the Constitutional Court final judicial decisions.

C8.R18: Legislative amendments strengthening the management, monitoring and audit and
control mechanisms to guarantee the sound use of Union support

The objective of this reform is to protect the financial interests of the Union in the use of Union
support.

This reform consists in the entry into force of legal acts defining the roles and responsibilities of the
bodies involved in the management, monitoring, control and audit of Union support provided by
specific EU instruments and on the management, monitoring, control and audit of the funds under
Regulation (EU) 2021/1060 including by setting out specific rules to prevent, detect and correct
conflict of interest.

C8.R19: Anti-fraud and anti-corruption strategy for the implementation, audit and control of
Union support

The objective of the reform is to ensure the prevention, detection and correction of fraud and
corruption related to any Union support in Hungary by putting in place a comprehensive anti-
corruption and anti-fraud strategy including a clear timeline for implementing it.

This reform consists of an anti-fraud and anti-corruption strategy complemented by an action plan
setting out actions with clear deadlines for implementation, responsible bodies, indicators for
measuring progress for each of the actions respectively and arrangements for the regular review of
the actions.

C8.R20: The Arachne system for Union support

The objective of the reform is to reinforce the prevention, detection and correction of fraud,
corruption, conflict of interest, double funding and other irregularities related to Union support in
Hungary.

This reform consists in the adoption of rules that require authorities to upload data into the Arachne
system every two months, that they systematically follow-up on risk-scoring signalled by the Arachne
system and that they rely on the Arachne system in their risk-assessment.

C8.R21: Establishment of a Directorate of Internal Audit and Integrity to reinforce the
control of conflicts of interest when implementing Union support

The objective of this reform is to prevent, detect and correct conflict of interest in the implementation
of Union support.

This reform consists in the entry into force of legal act(s) providing for:

1) the set up of a Directorate of Internal Audit and Integrity (DIAI), including provisions on
the independence of DIALI;

i1) the selection of its staff;

1i1) its competence to act in relation bodies involved in the implementation of Union support
in Hungary;

1v) the requirements related to its provision of access to conflict of interest declarations and

to files of the Integrity Authority;

V) its rules of procedure;
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Vi) its financial and human resources;

vii)  obligations related to regular controls of conflict of interest declarations filed in relation
to the implementation of Union support in Hungary;

viii)  obligations related to anonymous reporting;
1X) its investigation obligations;
X) its reporting obligations to the Integrity Authority.
C8.R22: Ensuring the capacity for the EUTAF to carry out its tasks

The objective of this reform is to prevent and detect fraud, corruption and other irregularities in the
implementation of Union support.

This reform consists in the entry into force of legal act(s) providing for the arrangement of the
financial and human resources for the audit authority (Directorate General for Audit of European
Funds, EUTAF) to safeguard its independence and enable it to carry out its tasks independently. The
legal act specifies that the annual budget of EUTAF is established on the basis of its initial proposal,
the renumeration of the head of EUTAF and that the functional and professional independence of the
EUTAF shall be maintained and that its staff shall continue not to seek or accept instructions
regarding its audit work.

C8.R23: Cooperation with OLAF to reinforce the detection of fraud related to the use of
Union support

The objective of this reform is to establish a legal framework for cooperation with OLAF in the
implementation of Union support.

This reform consists in the entry into force of legal acts designating the National Tax and Customs
Administration (Nemzeti Ad6- és Vamhivatal, NAV) to assist OLAF when carrying out on-the-spot
checks in Hungary and when an economic operator subject to those checks refuses to cooperate. The
legal acts also provide for financial type of sanctions to be imposed in case an economic operator
refuses to cooperate with OLAF for the purposes of on-the-spot checks and inspections.

C8.R24: Audit and control of the Recovery and Resilience Plan and the protection of the
financial interests of the Union

The objective of this reform is to protect the financial interests of the Union with respect to the
Recovery and Resilience Plan of Hungary.

This reform consists in the establishment of a repository system for the collection, storage and
provision of access in relation to implementation data as required by Article 22(2)(d)(i) to (iii) of the
RRF Regulation, and the adoption and entry into force of an audit strategy for the EUTAF” providing
for the audit of the implementation of the Recovery and Resilience Plan of Hungary accomplished in
accordance with internationally accepted audit standards.
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C8.R25: Reinforcing transparency and access to public information
The objective of the reform is to reinforce transparency and improve access to public information.

This reform consists in the entry into force of legislative amendments (i) facilitating access to public
information by ensuring that public data shall, as a principle, be provided free of charge and repeal
certain grounds for refusal of access to public information requests; (ii) a regular review of bodies
carrying out public duties’ compliance with access to public information rules, carried out by the
NAIH; and (iii) to introduce an exceptional procedure for court cases related to access to public
information to facilitate access to public information and limiting the duration of judicial procedures.

C8.R26: Improving the quality of law-making and effective involvement of stakeholders and
social partners in decision-making

The objective of this reform is to increase the quality and the involvement of social partners,
stakeholders and non-governmental experts in law-making and to establish a framework for the
systematic consultation of social partners and stakeholders on the implementation of the recovery and
resilience plan.

This reform consists in the entry into force of legal act(s) (i) to set out public consultation
requirements on draft legal acts and the requirement to systematically publish summary impact
assessments and explanatory memoranda; and (ii) to provide for an obligation to draw up a strategy
on the involvement of stakeholders and the setting up of a monitoring committee for the recovery and
resilience plan.

C8.R27: Review of minimum substance requirements for corporate income tax purposes

The objective of this reform is to ensure that companies are not established in Hungary exclusively
for tax planning purposes, and contribute to the fight against the use of letterbox and shell companies.

This reform consists of an independent international expert review on domestic anti-tax avoidance
rules.

C8.R28: Strengthening of transfer pricing regulations

The objective of this reform is to tackle tax evasion and improve the transparency of the Hungarian
tax system by transforming the data reporting obligations on related party transactions for transfer
pricing purposes.

The reform consists of the entry into force of legal act(s) setting out requirements for a new transfer
pricing data reporting.
C8.R29: Extending the scope of non-deductibility rules for outbound payments

The objective of this reform is to tackle the risk of double non-taxation of outbound payments flowing
from Hungary to zero- or low-tax jurisdictions, thus limiting opportunities for aggressive tax
planning.

This reform consists in the entry into force of legislative amendments on broadening the non-
deductibility rules for outbound payments and the commissioning of an independent evaluation of
the rules related to aggressive tax planning.
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C8.R30: Digital transformation of tax compliance procedures

The objective of this reform is to streamline tax compliance procedures and reduce compliance costs
by creating new, user-friendly digital services for taxpayers and financial intermediaries.

This reform consists in the creation of digital services related to receipts and VAT and the launch of
a pilot related to digital payroll services.

C8.R31: Simplifying the tax system by reducing the number of taxes

The objective of this reform is to simplify the tax system by reducing the number of taxes and
corporate tax expenditures and removing restrictions on domestic- or foreign-controlled retail
companies restructuring their Hungarian business operations.

The reform consists of amending the tax code to reduce the number of tax benefits and taxes, and
conducting reviews of corporate and personal income taxation.

C8.R32: Reforming the tax on public utility pipelines

The objective of this reform is to simplify the tax system while fostering a tax environment which
stimulates investments in large utility infrastructure projects.

This reform consists in either the repeal of the legal act(s) on the tax on utility pipelines or its
amendment to introduce a tax rule allowing the owners of utilities to discharge or credit the itemised
tax payable on their lines for the amount they invest in the maintenance or upgrade of those lines.

C8.R33: Boosting the efficiency of public expenditure by carrying out spending reviews

The objective of this reform is to evaluate and improve the efficiency of public expenditure, with a
view to enhancing the medium-term sustainability of public finances and government debt and
boosting economic growth.

This reform consists in the introduction of reviews of expenditure in selected priority areas of public
expenditure, using international best practices, and the production of two spending reviews.

C8.R34: Improving the domestic fiscal framework

The objective of this reform is to improve fiscal governance by strengthening transparency,
accountability, and efficiency in public financial management.

The reform consists of improvements to the domestic fiscal framework.
C8.R35: Reform of subsidised lending

The objective of this reform is to strengthen market-based financing mechanisms and ensure that
public financial support is targeted at addressing genuine market failures.

The reform consists in reforming the Széchenyi Card Programme, reducing government counter-
guarantees and reviewing government guarantees on private sector lending.
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I. COMPONENT 9: REPOWEREU

The objective of the REPowerEU component of the Hungarian recovery and resilience plan is to
increase energy security and to support energy transition by incentives to the uptake of energy storage,
by increasing the flexibility of the electricity market, and by supporting geothermal research. The
component is to reduce fossil fuel consumption by increasing energy efficiency by and improving the
energy efficiency of buildings. The component is also to increase the efficiency and flexibility of the
electricity market by supporting the flexibility and digitalisation of the electricity network and by
promoting the establishment and connection of energy communities, as well as the connection of
aggregators and energy storage facilities to the network.

The REPowerEU component contributes to addressing Country-Specific Recommendations, in
particular CSR 2022 5, CSR 2022 6, CSR 2023 4 and CSR 2025 4 (Accelerate the diversification of
fossil fuel supply to phase out dependence on Russian sources [...]. Improve flexibility and
competition in the electricity sector, by strengthening the balancing market and boosting cross-border
electricity trading.).

Several measures are to have a cross-border impact including investments in electricity network
development and the financial instrument to increase the energy efficiency of residential buildings.

It is expected that no measure in this component does significant harm to environmental objectives
within the meaning of Article 17 of Regulation (EU) 2020/852, taking into account the description of
the measures and the mitigating steps set out in the recovery and resilience plan in accordance with
the ‘do no significant harm’ Technical Guidance (2021/C58/01).

I.1. Description of the reforms and investments for non-repayable financial support

C9.R1: Setting network tariffs

The objective of this measure is to establish a new framework for setting electricity network tariffs
to ensure fairness and financial efficiency across the grid.

This measure consists in the entry into force of legal act(s) adopting the new methodology to calculate
network tariffs.

C9.R2: Adapting the legal act(s) on smart meters
The objective of this measure is to enhance the use of smart meters.

This measure consists in the entry into force of legal act(s) that broadens the scope of users obliged
to install smart meters.

C9.R3: Strengthening the role of aggregators

The objective of this measure is to strengthen the role of aggregators.

This measure consists in the entry into force of legal act(s) on aggregators.

C9.R4: Wider use of dynamic pricing in electricity purchase agreements

The objective of the reform is to encourage the usage of dynamic pricing contracts.

This reform consists in the entry into force of legal act(s) that allows residential consumers and micro-
enterprises to enter into voluntary electricity purchase contracts with dynamic pricing.

C9.RS5: Opening the regulatory reserve markets to encourage competition
The objective of the measure is to open the balancing markets to competition.

The measure consists in the entry into force of MEKH decision(s) approving the Network Code that
encourages competition in the balancing market.
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C9.R6: Expanding energy communities

The objective of this measure is to expand the establishment of ‘energy communities’ among
households and businesses.

The measure consists in the entry into force of legal act(s) on energy communities to expand their
operations.

C9.R7: Legal incentives for the uptake of energy storage

The objective of the measure is the adoption of a comprehensive regulatory framework for energy
storage.

The reform consists in the entry into force of legal act(s) on energy storage to incentivise their uptake.
C9.R8: Amendment(s) to legal act(s) on geothermal energy
The objective of this measure is to promote geothermal energy.

The measure consists of the entry into force of amendment(s) to legal act(s) on the permitting
framework for geothermal energy exploration and exploitation.

C9.11: Grant scheme for the development of the electricity grid (scale up)

This investment scales up investment C6.16: “Grant scheme for the development of the electricity
grid”. It shall consist of a transfer of EUR 643 243 836.64 to the MFB. This amount shall be
additional to any amount provided under measure C6.16.

The satisfactory fulfilment of all milestones under this measure is subject to the satisfactory fulfilment
of the milestone 46 in component 6 (“Implementing Agreement”).

C9.12: Setting up a financial instrument to improve the energy efficiency of residential
buildings

The measure shall consist of a public investment in a Facility, in order to incentivise private
investment and improve access to finance in Hungary’s energy sector for residential buildings. The
Facility shall operate by providing combined loan and grant support through intermediaries to the
private sector, specifically to households.

The Facility shall be managed by the Hungarian Development Bank (Magyar Fejlesztési Bank Zrt. —
MFB) as the Implementing Partner. The Facility shall include the following product lines:

* Combined loan and grant support to improve the energy efficiency of residential buildings.

In order to implement the investment into the Facility, Hungary and the MFB shall sign an
Implementing Agreement that shall include the following content:

1. Description of the decision-making process of the Facility: The final award decision of the
Facility shall be taken by an investment committee or other relevant equivalent governing body
and approved by a majority of votes from members who are independent from the government.

2. Key requirements of the associated investment policy, which shall include:
a.  The description of the financial product and eligible final beneficiaries.

b.  The requirement that all investments supported are economically viable.
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c.  The requirement to comply with the ‘do no significant harm’ (DNSH) principle as set out
in the DNSH Technical Guidance (2021/C58/01). In particular, the investment policy shall
exclude the following list of activities and assets from eligibility: (i) activities and assets
related to fossil fuels, including downstream use', (ii) activities and assets under the EU
Emissions Trading System (ETS) achieving projected greenhouse gas emissions that are
not lower than the applicable benchmarks'*, (iii) activities and assets related to waste
landfills, incinerators'®> and mechanical biological treatment plants'®. Moreover, support for
heating systems based on gas shall amount to no more than the maximum of 20% of the
overall envelope for this measure.

d. The requirement that final beneficiaries of the Facility shall not receive support from other
Union instruments to cover the same cost.

3. The amount covered by the Implementing Agreement, the fee structure for the Implementing
Partner and financial intermediaries, and the requirement to reinvest any reflows according to
the investment policy of the Facility.

4.  Monitoring, audit, and control requirements, including:

1. The description of the Implementing Partner’s monitoring system to report on the
investment mobilised.

2. The description of the Implementing Partner’s procedures that ensures the prevention,
detection and correction of fraud, corruption, and conflicts of interests.

3. The obligation to verify the eligibility of every operation in accordance with the
requirements laid out in the Implementing Agreement before committing to finance
an operation.

4. The obligation of carrying out risk-based ex-post audits in accordance with an audit
plan of the MFB. These audits shall verify 1) that the control systems are effective,
including the detection of fraud, corruption, and conflict of interests; ii) compliance
with the DNSH principle, the State Aid rules, the climate target requirements; and
iii) that the requirement that final beneficiaries of the Facility have not received
support from other Union instruments to cover the same cost is respected. The audits
shall also verify the legality of the transactions and that the conditions of the applicable
Implementing Agreement and Funding Agreements are being respected.

13 Except for (a) assets and activities in power and/or heat generation, as well as related transmission and distribution infrastructure,
using natural gas, that are compliant with the conditions set out in Annex III of the ‘do no significant harm’ Technical Guidance
(2021/C58/01) and (b) activities and assets under point (ii) for which the use of fossil fuels is temporary and technically unavoidable
for the timely transition towards a fossil fuel free operation.

14 Where the activity supported achieves projected greenhouse gas emissions that are not significantly lower than the applicable
benchmarks, an explanation of the reasons why this is not possible shall be provided. Benchmarks established for free allocation for
activities falling within the scope of the Emissions Trading System, as set out in the Commission Implementing Regulation (EU)
2021/447.

15 This exclusion does not apply to actions under this measure in plants exclusively dedicated to treating non-recyclable hazardous
waste, and to existing plants, where the actions under this measure are for the purpose of increasing energy efficiency, capturing exhaust
gases for storage or use or recovering materials from incineration ashes, provided such actions under this measure do not result in an
increase of the plants’ waste processing capacity or in an extension of the lifetime of the plants; for which evidence is provided at plant
level.

16 This exclusion does not apply to actions under this measure in existing mechanical biological treatment plants, where the actions
under this measure are for the purpose of increasing energy efficiency or retrofitting to recycling operations of separated waste to
compost bio-waste and anaerobic digestion of bio-waste, provided such actions under this measure do not result in an increase of the
plants’ waste processing capacity or in an extension of the lifetime of the plants; for which evidence is provided at plant level.
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5. Requirements for climate investments carried out by the Implementing Partner: At least
EUR 61 266 991 of the RRF investment into the Facility shall contribute to the climate change

objectives in accordance with Annex VI to the RRF Regulation'’

6. Requirements for selecting financial intermediaries: The MFB shall select financial
intermediaries in an open, transparent, and non-discriminatory manner. Controls for the absence
of conflict of interests on financial intermediaries shall take place and be conducted ex-ante for
all financial actors involved.

7. Requirement to sign Funding Agreements: The MFB shall sign Funding Agreements with the
financial intermediaries in line with key requirements that shall be provided as an annex of the
Implementing Agreement. The key requirements of the Funding Agreement shall include all the
requirements under which the Facility operates, including:

1. The obligation of the financial intermediary to take its decisions in compliance mutatis
mutandis with the decision making and investment policy requirements specified
above, including related to respect of the DNSH principle.

2. The description of the monitoring and audit and control framework that the financial
intermediary shall put in place, which mutatis mutandis shall be subject to all the
monitoring, audit and control requirements specified above.

17 Final beneficiaries associated to specific projects shall be required to provide a justification of the selected intervention field for each
project supported, together with a description of the project, for the purpose of the computation of the climate contribution. The
Implementing Partner shall also be required to provide to the Member State a semi-annual report on the implementation of each
project/activity.
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J. COMPONENT 10: BUSINESS ENVIRONMENT

The objective of this component is to strengthen the capacity of the Hungarian Development Bank
(Magyar Fejlesztési Bank, MFB) to address market failures and support Hungary's economic
development, by coupling a governance reform with a significant equity injection. The governance
reform aims to reinforce MFB's independence, operational framework, and accountability structures. The
equity injection will enable MFB to scale up its financing activity across three strategic programme lines:
SME competitiveness, affordable rental and student housing, and venture capital for early-stage and high-
growth firms.

The component contributes to addressing Country-Specific Recommendations, in particular CSR 2022.5,
(promote investment in d research and innovation) CSR 2023.1 (Target support measures in the housing
sector to low-income households), CSR 2024.1, (Target support measures in the housing sector to low-
income households) CSR 2025.1, 3 and 6 (Phase out remaining price and interest-rate caps, and
equivalent measures; Stimulate the development of capital markets by increasing tax and regulatory
incentives; Strengthen the innovation framework for the public sector and businesses by improving the
predictability of public R&D spending and better targeting existing measures towards SMEs; Target
support measures in the housing sector to low-income households and increase housing supply, including
for social housing).

It is expected that no measure in this component does significant harm to environmental objectives within
the meaning of Article 17 of Regulation (EU) 2020/852, taking into account the description of the
measures and the mitigating steps set out in the recovery and resilience plan in accordance with the ‘do
no significant harm’ Technical Guidance (2021/C58/01).

J.1. Description of the reforms and investments for non-repayable financial support

C10.R1: Governance reform of Magyar Fejlesztési Bank

The objective of this measure is to reform the Hungarian Development Bank Private Limited Company
(Magyar Fejlesztési Bank Zrt. (MFB)), in order to strengthen its independence, governance and
operational framework.

The reform consists in the adoption of legislation amending the governance and operational framework
of MFB, and the appointment modalities of the Board of Directors, as well as the Supervisory Board .

C10.11: Equity injection into Magyar Fejlesztési Bank (MFB)

The objective of this measure is to support the growth potential of the Hungarian economy by structurally
adjusting the level of public support available to address market failures and inefficiencies within the
economy. The measure shall consist of an equity injection of EUR 1 126 815 025 into the Hungarian
Development Bank Private Limited Company (Magyar Fejlesztési Bank Zrt. (MFB)).

MFB shall adopt a new investment policy for the use of the additional equity. The investment policy
shall set out the allocation of the equity across three programme lines, namely (1) SME competitiveness,
(i1) affordable rental housing and student dormitory development for low-income households and
students (iii) venture capital and growth capital. It shall also include the description of the financial
product(s) including the expected type of eligible final beneficiaries that the additional equity is expected
to initially support, the expected implementation timeline and amounts allocated to each financial
programme as well as the expected leverage multiplier per investment programme

MFB shall use for the additional equity the same audit and control system that was positively assessed
by the Commission in accordance with Article 157 of Regulation (EU, Euratom) 2024/2509.
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The Investment Policy shall require that financial product(s) that the additional equity supports comply
with the ‘Do no significant harm’ (DNSH) principle as set out in the DNSH Technical Guidance
(2021/C58/01). In particular, the investment policy shall exclude the following list of activities and assets
from eligibility: (i) activities and assets related to fossil fuels, including downstream use'®, (ii) activities
and assets under the EU Emission Trading System (ETS) achieving projected greenhouse gas emissions
that are not lower than the relevant benchmarks'®, (iii) activities and assets related to waste landfills,
incinerators?® and mechanical biological treatment plants?!. Furthermore, in the case of general support
to corporates, the investment policy shall exclude companies with a substantial focus?? in the following
sectors: (i) fossil fuel-based energy production and related activities?; (ii) energy-intensive and/or high
CO2-emitting industries?*; (iii) production, rental, or sale of polluting vehicles®’; (iv) waste collection,
waste treatment and disposal?®, (v) processing of nuclear fuel, production of nuclear energy.

Moreover, the investment policy shall require compliance with the relevant EU and national
environmental legislation of the final beneficiaries.

The satisfactory fulfilment of milestones under this measure is subject to the satisfactory fulfilment of
the milestones of Reform 1 — Governance reform of Magyar Fejlesztési Bank.

18 Except for (a) assets and activities in power and/or heat generation, as well as related transmission and distribution infrastructure, using
natural gas, that are compliant with the conditions set out in Annex III of the ‘Do no significant harm” Technical Guidance (2021/C58/01)
and (b) activities and assets under point (ii) for which the use of fossil fuels is temporary and technically unavoidable for the timely transition
towards a fossil fuel free operation.

19 Where the activity supported achieves projected greenhouse gas emissions that are not significantly lower than the relevant benchmarks,
an explanation of the reasons why this is not possible shall be provided. Benchmarks established for free allocation for activities falling
within the scope of the Emissions Trading System, as set out in the Commission Implementing Regulation (EU) 2021/447.

20 This exclusion does not apply to actions under this measure in plants exclusively dedicated to treating non-recyclable hazardous waste,
and to existing plants, where the actions under this measure are for the purpose of increasing energy efficiency, capturing exhaust gases for
storage or use or recovering materials from incineration ashes, provided such actions under this measure do not result in an increase of the
plants’ waste processing capacity or in an extension of the lifetime of the plants; for which evidence is provided at plant level.

21 This exclusion does not apply to actions under this measure in existing mechanical biological treatment plants, where the actions under
this measure are for the purpose of increasing energy efficiency or retrofitting to recycling operations of separated waste to compost bio-
waste and anaerobic digestion of bio-waste, provided such actions under this measure do not result in an increase of the plants’ waste
processing capacity or in an extension of the lifetime of the plants; for which evidence is provided at plant level.

22 It is considered that a Final Beneficiary has a “substantial focus” on a sector or business activity if such sector or activity is identified as
being an essential part of the business activity of the Final Beneficiary respectively in relation to the gross revenue, profit, or client base of
the Final Beneficiary. The gross revenue generated from the restricted sector or activity shall, in any case, not exceed 50% of the gross
revenue.

23 Except for (a) assets and activities in power and/or heat generation, as well as related transmission and distribution infrastructure, using
natural gas, that are compliant with the conditions set out in Annex III of the ‘Do no significant harm” Technical Guidance (2021/C58/01)
and (b) activities and assets under point (ii) for which the use of fossil fuels is temporary and technically unavoidable for the timely transition
towards a fossil fuel free operation.

24 Including activities and assets under the EU Emission Trading System (ETS) achieving projected greenhouse gas emissions that are not
lower than the relevant benchmarks. Where the activity supported achieves projected greenhouse gas emissions that are not significantly
lower than the relevant benchmarks, an explanation of the reasons why this is not possible shall be provided. Benchmarks established for
free allocation for activities falling within the scope of the Emissions Trading System, as set out in the Commission Implementing
Regulation (EU) 2021/447.

25 Polluting vehicles are defined as non-zero-emission vehicles.

26 This exclusion does not apply to actions in plants exclusively dedicated to treating non-recyclable hazardous waste, and to existing plants,
where the actions under this measure are for the purpose of increasing energy efficiency, capturing exhaust gases for storage or use or
recovering materials from incineration ashes, provided such actions under this measure do not result in an increase of the plants’ waste
processing capacity or in an extension of the lifetime of the plants; for which evidence is provided at plant level.
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J.3. Description of the reforms and investments for the loan

C10.12: Top-up to the equity injection into Magyar Fejlesztési Bank (MFB)

The objective of this measure is to support the growth potential of the Hungarian economy by
structurally adjusting the level of public support available to address market failures and inefficiencies
within the economy.

The measure shall consist of an equity injection of EUR 688 338 565 into the Hungarian
Development Bank Private Limited Company (Magyar Fejlesztési Bank Zrt. (MFB)). This amount
shall be additional to any amount provided under measure C10.11. This EUR 688 million of the equity
injection shall be used to co-finance investments with the EIB within the Hungarian economy. The
satisfactory fulfilment of milestones under this measure is subject to the satisfactory fulfilment of the
milestones of Reform 1 — Governance reform of Magyar Fejlesztési Bank.
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K. COMPONENT 11: DIGITAL INNOVATION

The objective of this component is to strengthen Hungary's digital infrastructure and capabilities
across three complementary dimensions. Through contributions to established EU programmes,
Hungary aims to secure access to frontier artificial intelligence computing capacity via an Al
Gigafactory or equivalent quantum technology under the EuroHPC Joint Undertaking, and to enhance
its secure connectivity infrastructure through participation in the IRIS? satellite programme. At the
domestic level, the component supports the modernisation of e-government services, including
upgraded digital identity and access management systems and the rollout of a digital wallet, to
improve the accessibility and security of public services for citizens and businesses.

The component contributes to addressing Country-Specific Recommendations, in particular, CSR
CSR 2025.3. (Strengthen the innovation framework for the public sector and businesses by improving
the predictability of public R&D spending and better targeting existing measures towards SMEs).

It is expected that no measure in this component does significant harm to environmental objectives
within the meaning of Article 17 of Regulation (EU) 2020/852, taking into account the description of
the measures and the mitigating steps set out in the recovery and resilience plan in accordance with
the ‘do no significant harm’ Technical Guidance (2021/C58/01).

K.1. Description of the reforms and investments for non-repayable financial support

C11.11: E-government services

The objective of the measure is to promote the uptake of e-government services in the area of
electronic identification and trust services.

The measure consists in: (i) upgrading the e-government identification and access management
system(s); (i1) developing the digital identity for portable devices and digital wallet; and (iii) creating
new e-government functionalities or upgrading existing ones.
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K.3. Description of the reforms and investments for the loan

C11.12: Al Gigafactory and other EuroHPC compute infrastructure

The objective of this measure is to support Hungary’s establishment of and access to Artificial
Intelligence Gigafactories and their services.

The measure consists of a voluntary contribution of EUR 500 million to the EuroHPC Joint
Undertaking, to provide financial support for an Al Gigafactory and/or advanced AI/HPC
infrastructure and/or quantum technology initiatives and/or other EuroHPC compute infrastructure
and/or any other EuroHPC research and innovation projects, to be established in the Union.

C11.13: Voluntary contribution to IRIS?
The objective of the measure is to support Hungary’s secure communication capabilities.

The measure consists of a voluntary contribution of EUR 500 million to the EU Secure Connectivity
Programme (IRIS?). The contribution may support but is not limited to the purchase of additional
satellites, ground infrastructure with gateway and Point of Presence located in Hungary, satellites
communication capacity, and/or development of ancillary connectivity activities.
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2. Estimated total cost of the recovery and resilience plan

The estimated total cost of the recovery and resilience plan including the REPowerEU chapter of
Hungary is HUF 3 553 302 225 000, which equals EUR 10 000 000 000 on the basis of the
EUR HUF ECB reference rate of 9 June 2026. The estimated total costs of the REPowerEU chapter
is EUR 704 510 828. In particular, the estimated total costs of the measures referred to in Article
21¢(3), point (a) of Regulation (EU) 2023/435 is EUR 0 whilst the costs of the other measures in the
REPowerEU chapter is EUR 704 510 828.

SECTION 2: FINANCIAL SUPPORT

1. Financial contribution

The instalments referred to in Article 2(2) shall be organised in the following manner:

1.1.First Instalment (non-repayable support):

Sequential | Related Measure (Reform or | Milestone /

Number Investment) Target Name

C1.I11 Development of
1 competitive public education Milestone Delivery of digital notebooks
using 21st century technology

Entry into force of legal act(s)
providing for the reduction of State

3 C1.R1 Reduction of . support for primary and lower
N Milestone :
segregation risk in schools secondary schools with a low
proportion of disadvantaged
students
C1.R2 Improving the Entry into force of legal act(s) to
4 attractiveness of the teaching Milestone increase wages of teachers in the
profession public education system
5 Cl.'I‘2 'COIlStI'U.Cthl’l el Target Constructed childcare facilities
facilities

6 C1.13 Modernisation of school Ilnvosineis i Senoel

. Milestone infrastructure and teaching
infrastructure .
equipment
7 C2.R1 Modernisation of higher Milestone Revision of higher education
education programmes programmes
8 C2.11 Institutional innovation Milestone Digital learning materials
in higher education developed for higher education

Energy efficiency refurbishment of
building infrastructure and
construction of new buildings in
higher education institutions

C2.12 Modernisation of
9 infrastructure and digitalisation | Milestone
in higher education institutions
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Sequential

Related Measure (Reform or

Milestone /

Number Investment) Target e
C2.13 Vocational education and Refurblshment o et .
10 L infrastructure and/or construction
training infrastructure for the Target o .
of new buildings in vocational
2 1st century . ..
education and training centres
11 C2.14 Development of the Milestone Refurbishment of the Central
Central Examination Centre Examination Centre
12 ¢2.15 Support for research and Target Support research institutions
development
Installation of renewable energy
C3.11 Production and use of production capacity and support of
13 renewable energy in Target households from settlements
disadvantaged settlements selected under the Catching up
Settlements Programme
C3.12 Promoting employment C D
14 i) Il dlelomina bmeed] Tharac Participation in labour socialisation
. s programmes
on local specificities
s | C3.13 Community-oriented T Pgdag‘.’g‘cal develf’pm‘fnt i pulslie
edagogy arget .e u.catl.on or vocational training
p nstitutions
16 C4.R1 Awareness-raising - Milestone Adoptlon of an action plan on
water sustainable water management
17 C4.R1 Awareness-raising - Tarcet Number of hectares of water
water & retention interventions
18 C4.11 Nature protection Milestone Kvassay pumping station
C4.R2 Domestic regulation of Bl IO GSE of?he lggal i)
19 " 5 . necessary to operationalise waste
the transition to a circular Milestone . .
management practice and adoption
economy .
a national waste management plan
20 C4.R3: Action plan for local . Adoption of a national
.. . Milestone . .
awareness raising activities communication action plan
21 C5.11 Development of a . Works related to the Debrecen-
. . Milestone L . .
suburban railway line Balmaztijvaros railway section
2 C5.12 Rail network congestion Milestone Works related to the Békéscsaba-
switching on TEN-T corridor Lokoshaza railway section
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Sequential | Related Measure (Reform or | Milestone / Name
Number Investment) Target

73 C5.13 Development of zero- Tarcet Delivery of zero emission/electric
emission bus transport & buses

24 C5.14 Development of tram and Milestone Trams
trolleybus system

75 C5.14 Development of tram and Milestone Troilley s
trolleybus system

) . Works related to the Szeged-

26 CS'I.S' e SOy Milestone Rendez6 - Roszke — Border of the

section . .
country railway section

57 C5.16: Boosting the uptake of Taroet Financial support for the purchase
electric vehicles (EVs) & of electric vehicles
C5.17: Setting up a financial

28 instrument to increase the . .
rollout of charging stations for Milestone Implementing Agreement
electric vehicles (EVs)
C5.17: Setting up a financial

29 instrument to increase the Tarcet Legal agreements signed with final
rollout of charging stations for & beneficiaries
electric vehicles (EVs)
C5.17: Setting up a financial

30 instrument to increase the Milestone Ministry has completed the
rollout of charging stations for investment
electric vehicles (EVs)

31 C5.R1 Tariff reform Milestone Entry into fo-rce Sl asi(E)

related to tariffs

35 C6.R1 Transformation of Milestone Entry into force of legal act(s)
electricity regulation concerning gross metering
C6.R2 Encouraging the

36 deployment of onshore wind Milestone Entry into force of legal act(s)
energy
C6.R2 Encouraging the

37 deployment of onshore wind Milestone Entry into force of legal act(s)
energy
C6.R3 Accelerate the

38 connection of renewable energy | Milestone Entry into force of legal act(s)
projects to the grid
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Sequential | Related Measure (Reform or | Milestone / Name
Number Investment) Target
39 Sl Accelerate S Installed capacity of onshore wind
connection of renewable energy | Target .7 .
. : and photovoltaic installations
projects to the grid
) C6.R3 Accelerate the
39bis connection of renewable energy | Milestone Entry into force of legal act(s)
projects to the grid
. .. Setting minimum energy efficiency
40 C6.R4 Setting minimum energy . . e
. Milestone requirements for building
efficiency standards :
renovation support schemes
C6.11 Classic and smart grid
41 development of transmission Target Construction or upgrade of the grid
system operator and
distribution system operators
C6.12 Support for the use of
42 residential solar panels and Target Number of households supported
heating modernisation
43 C6.13 Installation of grid Capacity of installed energy
e Target e
energy storage facilities storage facilities
44 Sk .Dlssemmatlon ot et Target Installation of smart meters
metering
C6.15. Energy efficiency and N o5 @i sl Ltle e .
45 . benefitted from energy efficiency
renewable energy investments | Target .
. S renovation or renewable energy
in public buildings . .
installations
C6.16. Grant scheme for the
46 development of the electricity Milestone Implementing Agreement
grid
SRIE SR L Legal agreements signed with final
47 development of the electricity Target ga agre &
. beneficiaries
grid
C6.16. Grant scheme for the .
48 development of the electricity Milestone M1n1stry it g 79 e
. investment
grid
C7.R1 Eradication of gratuity Entry into force of the legal act(s)
49 payments in the healthcare Milestone on the eradication of the practice of
sector gratuity payment
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Sequential | Related Measure (Reform or | Milestone / Name
Number Investment) Target
C7.11 Modernisation of Refurbishment of health facilities
50 healthcare system for Milestone and upgrading of healthcare
the 21st century equipment
51 C7.12 Supporting the digital Milestone Expansion of online health
transformation of health functions and procedures
) C7.13 Development of primary . Programmes for primary health
health care L care
53 C7.14 Local health and social Local health and social
) Target .
infrastructure infrastructure
54 CS’.RI Entry A i .Of . Entry into force of legislation on an
legislation on an Integrity Milestone Intesrity Authori
Authority gHty Ad v
O3 i o e off Legislative amendments on the
55 legislati . . powers and competences on the
egislation on an Integrity Milestone ] g .
P Verlﬁcathn of asset .declaratlons by
the Integrity Authority
(G el s ation in e Participation in enhanced
56 enhanced cooperation on the . .
. Milestone cooperation related to the European
establishment of the European Public Prosecutor’s Office
Public Prosecutor’s Office
57 (G s 18ty into T (.)f ezl . Entry into force of legal acts on an
acts on an Anti-Corruption Milestone . .
Anti-Corruption Task Force
Task Force
C8.R4 Introduction of a
specific procedure in the case Legislative amendment(s)
58 of special crimes related to the . concerning a procedure in the case
. . . Milestone . .
exercise of public authority or of certain corruption and
the management of public corruption-related practices
property (‘judicial review”)
Entry into force of legislative
59 C8.R5 Amendment of rules . AL TG extenc'hng i
. Milestone personal and material scope of
related to asset declarations . . .
asset declarations, while ensuring
frequent disclosure
Entry into force of legislative
amendments on setting up a system
60 C8.R5 Amendment of rules Milestone for the electronic submission of
related to asset declarations asset declarations in digital format
and a public database for asset
declarations
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Sequential | Related Measure (Reform or | Milestone / Name
Number Investment) Target
61 C8.R5 Amendment of rules . Introduc.‘uon oif sgnct{ons
. Milestone concerning the violations of asset

related to asset declarations . .
declaration obligations
Entry into force of legislative

C8.R6 Entry into force of legal amendments'cqncermng Tl
on how public interest asset

acts on the transparency of the .

62 . . management foundations

use of public resources by Milestone . .

. performing public interest duty and
public interest asset leoal blished
management foundations cgal persons established or

maintained by them make use of
Union support
C8.R7 Enhancing the Entry into force of a legislation to
63 transparency of public Milestone enhance the transparency of public
spending spending
Legislative amendments ensuring
TR Rl sy ke the transparency of data of qatural
. persons who are the beneficial
64 transparency of beneficial . C .
o Milestone owners and legislation to clarifty

owners of entities and on the . .

56 off sl stbsebes the.s'cope of public officials and
entities that are excluded from
receiving public subsidies

C8.R9 Reducing the share of The share oit ¢ ol prBe e

65 . . : . with single bids for procurements
single-bid public procurement | Milestone f df . hall
rocedures nanced from Union support sha

p not exceed 15 %

C8.R9 Reducing the share of Setting up of a monitoring and

66 single-bid public procurement | Milestone reporting tool (‘single-bid reporting
procedures tool”)

C8.R10 Reinforcing integrity, Lega} ) Gl et
to reinforce the transparency of

67 transparency and . .
.\ . . Milestone public procurement procedures,

competitiveness in the public . . .
introduce corruption-prevention

procurement market
rules

e Development SIS The EPS upgraded with the new

68 Electronic Public Procurement . . S .
. Milestone functionalities is accessible to the

System (EPS) to increase .
public

transparency

C8.R12 Performance Establishment of a performance

69 measurement framework for Milestone measurement framework of public
public procurements procurements
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Sequential | Related Measure (Reform or | Milestone / Name
Number Investment) Target
.C8'R13. I e s Adoption of an action plan to
70 eI OF Milestone increase the level of competition in
competition in public . P
public procurements
procurement
vl C8.R14 Reinforcing the role Milestone Entry into force of legislative
and powers of the National amendments to strengthen the role
Judicial Council aimed at of the National Judicial Council
counterbalancing the powers of
the President of the National
Office for the Judiciary
2 C8.R15 Judicial independence | Milestone Entry into force of amendments on
of the Supreme Court (Kuria) judicial independence of the
Supreme Court
= C8.R16: Removing obstacles Milestone Entry into force of legislative
to references for preliminary amendments to remove obstacles
rulings to the Court of Justice to references for preliminary
of the European Union rulings to the Court of Justice of
the European Union
G C8.R17 Reform regarding the | Milestone Entry into force of legislative
review of final judgments by amendments to remove the
the Constitutional Court possibility for public authorities to
challenge final decisions before
the Constitutional Court
Legal act(s) providing for the legal
C8.R18 Legislative mandate for the management,
amendments strengthening the audit and control of the recovery
75 management, monitoring, and Milest and resilience plan and regulating
audit and control mechanisms Hiestone the management, monitoring,
to guarantee the sound use of control and audit of the funds
Union support under Regulation (EU) 2021/1060
in Hungary
C8.R18 Legislative Rules for the prevention, detection
amendments strengthening the and correction of conflict of
76 management, monitoring, and Milest interest for the staff of bodies
audit and control mechanisms tiestone involved in the management and
to guarantee the sound use of control of Union support in
Union support Hungary
C8.R19 SIS i ARl Adoption of an anti-fraud and anti-
77 SO it e L e Milestone corruption strategy for Union
implementation, audit and P £y .
ool 6 Untion Sgpse support and a related action plan
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Sequential | Related Measure (Reform or | Milestone / Name
Number Investment) Target

78 C8.R20 The Arachne system Milestone The sytematic use of the Arachne
for Union support risk-scoring tool

79 C8.R20 The Arachne system Milestone The systematic use of the Arachne
for Union support risk-scoring tool
CS.R21: Establishment of a Ensuring effective prevention,
Dir.ec tor.a te of Internal Audit detection and correction of fraud
and Integrity to reinforce the 0 GO

80 Nty o . Milestone implementation of Union support
control of conflicts of interest .

e Al et R th}rough the establishment qf anew
= Directorate of Internal Audit and
SUppO Integrity (DIAI)
Ensuring effective prevention,
COUR B e emaet detection and correction of fraud
81 for the EUTAF to effectively Milestone gnd corruption in e :
g implementation pf Union support
through appropriate capacity for
EUTAF
Designation of a national authority
C8.R23 Cooperation with in charge with assisting OLAF
OLAF to reinforce the with its on-the-spot checks in

82 detection of fraud related to the | Milestone Hungary and the introduction of
implementation of Union the possibility to levy financial
support sanctions on non-cooperating

economic actors
C8.R24 Audit and control of Monitoring svstem for the

83 the Recovery and Resilience . . £ 5y .
Pl el (ke TaiEsion oF e Milestone implementation of the Hungarian
financial interests of the Union THCOTE Y reslitEngs e
C8.R24 Audit and control of . . .

84 the Recovery and Resilience . gl O.f - 1mplementatloq (.)f s
T L S Milestone Hungarian recovery and resilience
financial interests of the Union RS
C8.R25 Reinforcin Entry into force of legal act(s)

85 ) & . ensuring legal predictability in
transparency and access to Milestone lic inf .

R Pttt access to public information cases
p in court
C8.R25 Reinforcing Entry into force of legislative

86 transparency and access to Milestone amendments ensuring increased

public information transparency of public information
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Sequential | Related Measure (Reform or | Milestone / Name
Number Investment) Target
C8.R25 Reinforcing Report(s) SIS N EiET .
87 . Authority for Data Protection and
transparency and access to Milestone .
.. . Freedom of Information on access
public information .. .
to public information
C8.R26 Improving the quality Entry into force of a legal act(s)
of law-making and effective including provisions on involving
88 involvement of stakeholders Milestone stakeholders in the implementation
and social partners in decision- and monitoring of the recovery
making and resilience plan
C8.R26 Improving the quality Entry into force of legal act(s) to
of law-making and effective enhance the use of public
89 involvement of stakeholders Milestone consultations and impact
and social partners in decision- assessments in the law-making
making process
C8.R27 Review of minimum Independent international expert
90 substance requirements for Milestone review of the domestic anti-tax
corporate income tax purposes avoidance rules
91 C8.R28 Strengthening of . Entry into force of legal act(s) to
.. . Milestone 5
transfer pricing regulations strengthen transfer pricing rules
C8.R29 Extending the scope of Entry into force of legal act(s) to
92 non-deductibility rules for Milestone broaden the non-deductibility rules
outbound payments for outbound payments
C8.R29 Extending the scope of Comm1§ SOmingG O 1pdep sl
93 o . evaluation of the effectiveness of
non-deductibility rules for Milestone :
the overall set of domestic rules
outbound payments . .
related to aggressive tax planning
94 C8.R30 Digital transformation Milestone Digital services related to ePayroll,
of tax compliance procedures eReceipt and eVAT solutions
C8.R31 Simplifying the tax
95 system by reducing the number | Milestone Amendment of the retail tax
of taxes
C8.R31 Simplifying the tax
96 system by reducing the number | Milestone Phasing out of tax benefits
of taxes
97 Gl Slmpllfylng i G . Adoption of legal act(s) reducing
system by reducing the number | Milestone
the number of taxes
of taxes
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Sequential | Related Measure (Reform or | Milestone / Name
Number Investment) Target
C8R31 Simplifying the tax i @i (e Bl e Al
98 4 . consolidation possibilities of
system by reducing the number | Milestone . .
alternative set of rules regarding
of taxes . .
personal income taxation
99 C8.R32 I.{éformlng. the tax on Milestone Entry into fo.rge of leggl act(s) on
public utility pipelines the tax on utility pipelines
C8'R.33 Bt .the Establishment of the process for
100 efficiency of public . . : .

. . Milestone conducting spending reviews and
expenditure by carrying out carrying out spending reviews
spending reviews Tryms p &

101 C8.R34 Improving the . .
domestic fiscal framework Milestone Strenghthening budgetary control
02 COURE it e . Laqnch of a fiscal framewgrk
; Milestone review supported by a dedicated
domestic fiscal framework . .
public consultation
103 C8.R35 Reform of subsidised . o @i subs1d}sed leradfa
) Milestone scheme and a review of
lending
government guarantees
104 C9.R1: Setting network tariffs | Milestone New methoFlology eleieie
network tariffs
105 C9.R2: Adapting the legal . .
S ) ST T Milestone Entry into force of legal act(s)
106 C9.R3: Strengthening the role Milestone Entry into force of legal act(s)
of aggregators
C9.R4: Wider use of dynamic
107 pricing in electricity purchase Milestone Entry into force of legal act(s)
agreements
C9.R5: Opening the regulatory Entry into force of the MEKH
108 reserve markets to encourage Milestone decision approving the modified
competition Network Code
109 CHLE E'x.pandmg enerey Milestone Entry into force of legal act(s)
communities
110 COHET: Lzl oot Ao e Milestone Entry into force of legal act(s)
uptake of energy storage
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Sequential | Related Measure (Reform or | Milestone / Name
Number Investment) Target
" CORG: Anrerdinene) o il . Entry into force of amendment(s)
Milestone to legal act(s) on geothermal
act(s) on geothermal energy
energy
C9.11. Scaled-up measure:
112 Grant scheme for the Tareet Legal agreements signed with final
development of the electricity & beneficiaries
grid
C9.11. Scaled-up measure:
113 Grant scheme for the . Ministry has completed the
development of the electricity HblEsIoTE investment
grid
C9.12: Setting up a financial
114 instrument to improve the . .
ey eliteney o res il Milestone Implementing Agreement
buildings
C9.12: Setting up a financial
115 instrument to improve the Legal agreements signed with final
. . : Target oo
energy efficiency of residential beneficiaries
buildings
C9.12: Setting up a financial
116 instrument to improve the . The MFB has completed the
. . . Milestone .
energy efficiency of residential investment
buildings
1 C10.R1 Governance reform of | Milestone Legislation amending the
Magyar Fejlesztési Bank governance of Magyar Fejlesztési
Bank (MFB)
L C10.R1 Governance reform of | Milestone Appointment of MFB governance
Magyar Fejlesztési Bank bodies
e C10.R1 Governance reform of | Milestone Review of MFB subsidised
Magyar Fejlesztési Bank lending schemes
Y C10.R1 Governance reform of | Milestone Review of state guarantees and
Magyar Fejlesztési Bank other state support measures
covering MFB operations
21 C10.11 Equity injection into Milestone Investment policy
Magyar Fejlesztési Bank
(MFB)
22 C10.11 Equity injection into Milestone Equity injection
Magyar Fejlesztési Bank
(MFB)
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Sequential | Related Measure (Reform or | Milestone / Name
Number Investment) Target
= C11.11 E-government services | Milestone Digital data wallet solution
Instalment amount EUR 6 511 661 435
2. Loan

The instalments referred to in Article 3(2) shall be organised in the following manner:

2.1. First Instalment (loan support):

www.parlament.gv.at

Sequential | Related Measure (Reform or | Milestone Name
Number Investment) / Target
C5.18: Equity injection into a Milestone | Equity injection into the ROSCO
32 newly created Rolling Stock
Company “ROSCO”
33 C5.R2 Reform of railway Milestone Set-up of the National Public Transport
services in Hungary Authority
34 €5.R2 Reform of railway Milestone | Set-up up of the ROSCO
services in Hungary
= C10.12 Equity injection into Milestone | Legal act on MFB equity injection and
Magyar Fejlesztési Bank (MFB) EIB allocation
2 C10.12 Equity injection into Milestone | Equity injection and signature of a
Magyar Fejlesztési Bank (MFB) Memorandum of Understanding
between Hungary and the EIB
= C11.12 AI Gigafactory and other | Milestone | Signature of the Contribution
EuroHPC compute Agreement between Hungary and the
infrastructure EuroHPC JU and disbursement of the
voluntary contribution to the EuroHPC
JU
2y C11.13 Voluntary contribution Milestone | Signature of the Contribution
to IRIS? Agreement between Hungary and the
European Commission and assignment
of a Voluntary Contribution to the EU
Secure Connectivity Programme
(IRIS?)
Instalment amount EUR 3 488 338 565
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SECTION 3: ADDITIONAL ARRANGEMENTS
1. Arrangements for monitoring and implementation of the recovery and resilience plan

The arrangements defined below, together with the relevant measures specified in Component 8
(Governance and Public Administration)?’, constitute the Hungarian control and audit system under
the Recovery and Resilience Plan. Each of these elements is an integral part of the Hungarian control
and audit system, whose implementation and continuous respect is necessary to ensure compliance
with Article 22 of Regulation (EU) 2021/241. Together, the implementation and continuous respect
of these elements ensure that the arrangements for the monitoring and implementation of the recovery
and resilience plan include the measures necessary to ensure the protection of the financial interests
of the Union.

The monitoring and implementation of the recovery and resilience plan of Hungary shall take place
in accordance with the following arrangements:

Government Decree 373/2022 (IX. 30.) establishes the roles and responsibilities of bodies involved
in the implementation, audit and control of the Hungarian Recovery and Resilience Plan. The entry
into force of this Government Decree, described in reform C8.R 18, is reflected in a specific milestone,
which shall be fulfilled before the submission of a payment request under the Recovery and Resilience
Plan. The Government Decree shall define the institutional framework for the implementation,
monitoring, control and audit of the plan, including following the establishment of the National
Development Centre (NFK) and subsequent changes in the allocation of governmental
responsibilities.

The implementation, monitoring and reporting process of the Hungarian Recovery and Resilience
Plan shall be ensured by the National Authority. The National Authority role shall be performed by
the National Development Centre (NFK), an organisational unit with independent legal personality
operating within the Ministry of Rural and Regional Development. This shall include the operation
of the monitoring system (including with the support of a monitoring IT system), the monitoring of
the progress of implementation of the different measures and ensuring the reliability and veracity of
data in the monitoring IT system. The National Authority shall also be the responsible body to verify
that the milestones and targets set in the Recovery and Resilience Plan have been fulfilled. The
National Authority shall be responsible for drafting and submitting the payment requests under the
Recovery and Resilience Plan as well as ensuring their veracity and the signature of the management
declaration. It shall also act as the single liaison between the Hungarian authorities and the
Commission.

The National Authority shall be responsible for establishing and operating an internal management
and control system to effectively prevent and detect irregularities and take appropriate corrective
actions while observing the principles of sound financial management and protecting the Union’s
financial interests, for putting in place effective anti-fraud and anti-corruption measures, taking into
account the risks identified, and for supervising the implementation and control activities delegated
to implementing bodies, sub-granting bodies and financial intermediaries.

The sectoral implementation of the specific measures of the plan is supervised by the responsible line
ministries, whose services shall support the monitoring of the progress of the measures and maintain
close cooperation with the National Authority.

27 This is the case for 24 milestones that shall be fulfilled before the submission of the first payment request. A number of the measures
contained in component 8 are aligned with the commitments made by Hungary in the procedure under Article 6 of Regulation (EU,
Euratom) 2020/2092 on a general regime of conditionality for the protection of the Union budget.
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The National Authority shall be supported in the implementation and monitoring process of the plan
by implementing bodies which shall operate through written contracts under the supervision and
responsibility of the National Authority. Where implementation tasks of the National Authority are
delegated to implementing bodies, the work of the implementing bodies shall be closely controlled
by the National Authority, which shall provide methodological support and guidance to implementing
bodies. In particular, it shall be ensured that implementing bodies have sufficient resources and
adequate professional experience to effectively carry out the tasks assigned to them.

Implementing bodies and sub-granting bodies shall carry out first-level management verifications,
including desk-based and on-the-spot controls, on the basis of delegation agreements concluded with
the National Authority. Since August 2024, on-the-spot verifications carried out within the
framework of the National Authority may be performed by the Joint Services Directorate acting as
an internal service provider. The implementing bodies shall remain responsible for the performance
of delegated tasks and for the controls carried out on their behalf.

Implementing bodies shall have effective internal control arrangements in place. Implementing
bodies shall carry out the control functions of the National Authority for the components and
measures in their responsibility which they implement.

A dedicated unit within the National Authority shall be responsible for the management of complaints
and irregularities related to the implementation of the Recovery and Resilience Plan. The unit shall
be empowered to carry out desk-based and on-the-spot checks, request information from bodies
involved in implementation and determine the appropriate follow-up and corrective measures in
relation to detected irregularities. The unit shall perform its functions independently and shall not
seek or receive instructions in relation to its decisions concerning complaints and irregularities.

To ensure the effective prevention and detection of serious irregularities, such as fraud, corruption,
conflict of interest and double funding, the National Authority and the implementing bodies shall
systematically use all functions of the Arachne risk-scoring tool when implementing and controlling
the implementation of the Recovery and Resilience Plan. The relevant bodies shall assess, document
and follow up risks identified by Arachne in accordance with binding procedural requirements.

A Directorate for Internal Audit and Integrity (DIAI) operating within the organisational framework
of the National Development Centre (NFK) shall be responsible for reinforcing the effective
prevention and detection of conflict of interest. The DIAI shall be responsible for carrying out regular
controls of the veracity of conflict of interest declarations by staff at all levels involved in the
implementation and control of the plan. The DIAI shall remain organisationally separate from the
National Authority and implementing bodies and shall exercise its functions independently. The work
of the DIAI shall be supervised by the Integrity Authority.

The DIAI shall verify compliance with conflict of interest requirements applicable to all staff
involved in the implementation of the Recovery and Resilience Plan, including personnel carrying
out on-the-spot checks. Detailed procedures shall govern the prevention, detection and management
of conflicts of interest, including regular verification of declarations and systematic follow-up of
identified risks.

The Directorate General for the Audit of European Funds (EUTAF), in its role as audit authority,
shall carry out the audit tasks related to the implementation of the plan. Hungary shall provide the
necessary financial and human resources to the EUTAF to safeguard its independence and to enable
it to carry out its tasks. The legal framework shall ensure the financial, operational and professional
independence of EUTAF and provide the necessary budgetary and staffing arrangements to enable it
to perform its responsibilities related to the Recovery and Resilience Facility and other tasks entrusted
to it under Union-related control frameworks.

EUTAF shall draw up an audit strategy in line with internationally accepted audit standards. This
strategy shall determine the method and frequency of audits. It shall be in place sufficiently early in

128

www.parlament.gv.at



time to carry out the audits that shall be included in the audit summary submitted together with the
payment request.

The audit strategy shall be updated to cover the implementation period of the plan until at least the
end of 2028 and shall include detailed arrangements for ex post verification activities and the audit
treatment of additional control mechanisms and safeguards introduced under the plan.

EUTAF shall carry out system audits and substantive testing. System audits shall be implemented on
the basis of a risk assessment, with appropriate frequency and shall examine the functioning of the
system set up for the implementation of the recovery and resilience plan. Substantive testing shall
focus on the progress towards the achievement of milestones and targets and encompass the testing
of the fulfilment of sound financial management conditions. EUTAF shall provide an audit opinion
for each payment request submitted to the Commission based on the results of its audit work both
from its system audits and substantive testing.

In addition, dedicated audit and control milestones shall require strengthened audit and verification
activities, including ex post controls covering a significant proportion of financing agreements,
procurement contracts and related payments under the plan, with a particular focus on fraud,
corruption, conflicts of interest and double funding risks.

In addition, a Monitoring Committee consisting of relevant stakeholders and social partners involved
in the implementation of the recovery and resilience plan shall be established via a legislative act.
The Monitoring Committee shall supervise the effective implementation of the recovery and
resilience plan. The legislative act shall include a provision to make it a legal requirement to consult
the Monitoring Committee during the implementation of the recovery and resilience plan.
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