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Introduction
Climate change is one of the greatest challenges facing the European Union (EU) and governments across the globe, which can be managed through two complementary policy responses: mitigation and adaptation. 
The ‘mitigation’ approach, seeks to address the causes of climate change by reducing or limiting the emission of greenhouse gases, primarily through reducing energy consumption, improving energy efficiency, increasing the share of renewable energy. This approach also includes efforts to protect and enhance means of greenhouse gas sequestration, as well as to improve forestry and agricultural practices for preserving and sequestering carbon in soils and forests. The second approach for addressing climate change, ‘adaptation’, aims at anticipating the adverse and, where existing, positive effects of the climate change that will happen and taking appropriate action to prevent or minimise the potential damage. Despite the implementation of mitigation action, the Earth’s temperature will continue to increase until at least 2040, irrespective of the greenhouse gas emission scenario considered, meaning that adaptation measures will be necessary even in the best-case scenario. 
The International Climate Change Agreement, adopted in Paris at the end of 2015, is the first binding universal agreement to fight against climate change setting up a transparency framework for tracking the progress of countries towards achieving their individual greenhouse gas reduction targets.
In order to respond to climate change and the associated substantial investment needs, the EU has agreed that at least 20 % of its budget for 2014-2020 - ‘one euro in every five’ - should be spent on climate-related action. This objective forms part of the EU’s leadership in climate action and is considered as indispensable for the 2015 International Climate Change Agreement to be a success. According to the Court’s estimates, the target corresponds to a pledge of approximately 212 billion euro. 
The Commission decided to achieve the objectives linked to climate change ‘mitigation’ and ‘adaptation’ by including related concerns into all policy areas and the corresponding funds of the EU budget, instead of creating one dedicated funding instrument.
Audit Scope and Objectives
The Court sought to determine whether the target to spend at least 20 % of the EU budget on climate-related action was likely to be met and whether the approach employed was likely to add value, by leading to more and better-focused funding on climate action, through the following questions: (i) is the action underway on track to meet the overall target? and (ii) is the target likely to add value by leading to more and better-focused funding on climate action?
The audit work focused on the overall system established at Commission level and in two areas of shared management: cohesion policy and the common agricultural policy, these areas accounting together for two-thirds of the EU budget and three-quarters of the overall target for climate funding under the 2014-2020 multiannual financial framework. 
Audit visits were carried out in Poland on cohesion and common agricultural policies, in Germany and Romania on cohesion policy, and in France and Spain on the common agricultural policy. In each Member State, the Court reviewed the overall programming framework (including programmes set at national and regional level) and carried out similar audit work for Horizon 2020, fisheries policy and the LIFE Programme at Commission level. This report does not however include an assessment of the general effects of EU policies on climate, the performance of the EU against its 2020 and 2030 climate and energy targets, or the optimum level of EU climate funding.
Court's Findings and Observations
I - Overall progress has been made but there is a serious risk that the 20 % target will not be met
The Court examined whether the Commission had defined a plan outlining which areas of the budget should contribute and to what extent based on an assessment of potential and investment needs in the area to ensure that investment is supported where most needed. 
The Court observed that ambitious work was underway and that, overall, progress had been made towards reaching the target of 20%. However, there is a serious risk of falling short of meeting the 20 % target without more effort to tackle climate change. 
If the objective to spend ‘at least 20 %’ of the EU Budget on climate action is part of the EU’s leadership in climate action and represents a clear commitment to tackling climate change, the Court could not find clear evidence quantifying the investment needs. According to Commission figures, the share of funding dedicated to climate action has averaged 17.6 % between 2014 and 2016. Overall, the Commission estimated that 18.9 % would be spent on climate action, thereby falling short of the 20 % objective.
The main areas examined in this audit are expected to account for 84.5 % of expected contributions to the climate action target. The Court noted that some of these areas have climate-related targets, especially the Horizon 2020 programme, the European Agricultural Fund for Rural Development, the LIFE programme and the European Regional Development Fund, supporting the delivery of their contribution. The Court however found that no overall plan was ever devised, outlining which funding instruments could contribute and to what extent; this being qualified by the Court as a sub-optimal way of determining the climate action contribution to be made by spending programmes which differ in nature. According to Commission forecasts, the main contributors to the target of 20% since 2014 are the agriculture and rural development (i.e.104.2 billion EUR) and the cohesion policy (with 56.1 billion EUR).
Weaknesses were identified by the Court on the tracking method used by the Commission and Member States. 
The Commission’s approach to planning and measuring progress towards the 20 % target across the EU budget was based on an internationally established methodology, namely the OECD’s Rio markers, and assigns categories to expenditure and EU climate coefficients (0%, 40% and 100%) to be applied to EU expenditure. Even though the Commission and visited Member States found it to be a pragmatic approach to tracking climate expenditure, several shortcomings were identified however by the Court: (i) the EU climate coefficients applied in certain areas failed to respect systematically the conservativeness principle developed by the World Bank in order to avoid overestimating climate funding, (ii)  the tracking system did not differentiate between mitigation and adaptation measures, thereby making it difficult to assess the level of financing for these different approaches to addressing climate change, and (iii) the tracking method did not reflect the full financial effects of EU spending on climate action through financial instruments and off-balance-sheet items, despite their increasing use.
With regard to system used for monitoring progress towards the 20% target, the Commission acknowledged that it was not able in 2015 to evaluate the progression towards this objective for the 2014-2020 multiannual financial framework period. Moreover, no tool has been available to date to provide a multiannual, consolidated update on the progress across the EU budget in achieving this aim. The Commission has recently updated climate-relevant spending data for the whole 2014-2020 period in the context of the multiannual financial framework mid-term review. 
The Commission’s approach to assessing levels of climate action funding focused on identifying planned expenditure, which carried an inherent risk, since planned expenditure will not necessarily translate into actual spending. The audit also showed that the monitoring of the actual financial implementation of the 20 % target would not provide any comprehensive information on results achieved by the climate action spending. The Court found information on what funds plan to achieve, or have achieved in terms of results such as greenhouse gas reductions, was only available for parts of the budget and lacked comparability. 
For the Court, there was a significant risk that the target will not be met and estimated that the rate of climate funding must be increased to an average of 22 % across the remaining years of the current multiannual financial framework, i.e. for 2017 to 2020, to reach the overall target of 20 % by the end of 2020. It was also noted that apart from the risks affecting the delivery of the climate contribution in the main areas, other, less significant, contributing areas would need to double their current efforts to achieve the 20 % target but the Court could find no evidence, of such as an action plan, showing that the Commission was increasing efforts in these areas and how such a doubling would be feasible. 
Serious risks that could affect the expected contribution in agriculture, rural development and research were identified too: if calculated in accordance with internationally established methodologies for assessing levels of climate finance, the assessed contribution from agriculture and rural development would be adjusted and reduced by up to approximately 33 billion euro. The Court reviewed assumptions concerning the contribution from agricultural direct payments to the climate action target and estimated they were insufficiently justified and that an application of the principle of conservativeness would result in a decrease of 9 billion in climate contributions from 47.1 to 38 billion euro. 
The Court observed that the application of a different set of EU-climate tracking coefficients, based on internationally established methodologies to the European Agricultural Fund for Rural Development, led to an overestimation of the contribution to climate action of rural development as the approach followed for the EAFRD did not distinguish sufficiently between the climate contributions made by different activities. The Court’ estimates suggested that the EAFRD climate amounts should be reduced by 40%.
As regards research, the Horizon 2020 programme has fallen behind its target to allocate 35 % to climate action, with its contribution currently standing at 24 % and needed to catch up. While it is encouraging that the Commission has put in place an action plan, the plan did not set out in sufficient detail how the required catch-up towards the 35% target was expected to be ensured.
II - More and better-focused climate action funding in some European Structural and Investment Funds, but largely business as usual in others
The Court stated that the implementation of the target has led to more, and better-focused, climate action funding in some of the European Structural and Investment Funds namely the European Regional Development Fund and the Cohesion Fund with an increase by around 63% from 32.4 billion euro to 54.7 billion euro, this trend being also found in the three Member States visited by the Court. Likewise, qualitative improvements in investment activities showing a better focus on climate action were identified such as the inclusion in the grant applications of requirements describing the climate change impacts of projects. 
In other areas, however, such as in the European Social Fund, agriculture, and rural development and fisheries, the Court considered that more could be achieved and that the situation was largely business as usual, i.e. there has been no significant shift of these funds towards climate action and not all potential opportunities for financing climate-related action have been fully explored. The Court noted that the ESF programmes allocated a very low share to climate action (i.e. 1.4% of 83 billion euro) or that the Member States were not required to provide the Commission any justification of the ESF allocation to climate action objectives. 
Equally, for the common agricultural policy spending, the introduction of a Green Payment did not guarantee a significant change of the contribution of direct payments to climate, this new scheme, while having a certain climate action impact, rests in practise largely on already existing agricultural practices. Across the three rural development programmes audited, the Court saw no real upward or downward shift in investments. 
Regarding the better-targeting of climate action in rural development, it was found no significant change in the key features of the management process, such as the requirements or eligibility and selection criteria. The design of some less material measures had, however, been modified to make them more climate-related. The Court also found several examples of emerging good practice contributing directly to tackling climate change (for instance, forestry measures were improved in Poland, Spain and France or agri-environment climate measures).  
Finally, the Court observed only very limited increased focus on climate action in the European Maritime and Fisheries Fund as direct and clear references to climate change objectives, both mitigation and adaption, were still rare. As a result, the maritime and fisheries fund has not widened the scope of its contribution to climate action.
Summary of the Commission Replies
The Commission stated it was fully committed to fighting climate change. The EU approach to transitioning to low carbon and climate resilient economy was driven through policy measures, which seek to also shift investment patterns. Public spending from the EU and Member States’ national budgets complemented and sought to speed up this transition. With the proposal to mainstream climate across the EU budget and to increase climate spending to 20% of the budget, the Commission aimed to make the EU budget a pioneer in fostering mainstreaming. The European Council and the European Parliament supported the mainstreaming approach, and confirmed that the 20% is an appropriate level of support.
In addition to mainstreaming, the Multiannual Financial Framework (MFF) also set out a dedicated programme for addressing climate action.
Court's recommendations
In the light of its findings, the Court recommended that:
1.	The Commission should carry out annually, a robust, multi-annual consolidation exercise to identify whether climate expenditure is on track to achieve the 20 % target;
2.	With regard to the reporting framework:
(a)	The Commission should report, annually, consolidated information on the progress towards the overall 20 % target in its annual management and performance report and also report, with comprehensive information thereon, in each relevant annual activity report. This should include reporting on progress on action plans where they exist. In addition, information on the climate contribution of financial instruments should be reported;
(b)	Member States should report, in their annual implementation reports to the Commission, on the areas under shared management where there are potential opportunities for climate action, outlining how they plan to increase climate action in these areas;
(c)	The Commission and the Member States should ensure that data collection differentiates between mitigation and adaptation;
3.	When planning the potential contribution to climate action from individual budget lines or funding instruments, the Commission should ensure that such plans are based on a realistic and robust assessment of the climate change needs and on each area’s potential to contribute to the overall target;
4.	The Commission and the Member States should apply the principle of conservativeness and correct the overestimations in the EAFRD by reviewing the EU climate coefficients set;
5.	Whenever the annual consolidation exercise reveals a risk that the expected contributions from a particular area may not be achieved, the Commission should draw up an action plan for that area, setting out in detail how it expects to ensure the catch-up needed;
6.	The Commission should:
(a)	in cooperation with the Member States, in the area of shared management, develop a harmonised and proportionate system for monitoring the actual implementation of climate action;
(b)	in line with its ‘budget for results’ initiative, establish climate-related results indicators in all areas that contribute towards the achievement of the target, in particular to assess greenhouse gas emissions and reductions brought about through EU-funded measures;
(c)	facilitate the exchange of good practice on climate-related result indicators between Member States;
7.	The Commission should:
(a)	identify those areas with underutilised potential for climate action, such as the European Social Fund, and develop action plans for increasing the climate action contribution of these areas;
(b)	the Commission and Member States should increase the mainstreaming of climate action in agriculture, rural development and fisheries, for example, by developing new, or retargeting existing, measures tackling climate change.
Rapporteur’s recommendations for possible inclusion in the Commissions’ annual discharge report
1.	Welcomes the ECA Special Report entitled “Spending at least one euro in every five from the EU budget on climate action: ambitious work underway, but at serious risk of falling short” and sets out its observations and recommendations below;
2.	Welcomes the ambitious commitments of the European Union to achieve cutting of its emissions by at least 20% compared to 1990 levels by 2020 and by 40% by 2030, and to spend at least 20% of its budget on climate related action for the 2014-2020 budgeting period; welcomes that overall a progress has been made, however regrets that according to the Court, there is a serious risk of falling short of the 20% budget target;
3.	Considers it of high importance for the Commission to continuously demonstrate sufficient leadership and commitment to climate change issues through an effective implementation of the Paris agreement as well as to consolidate its international credibility and tools for shaping conditions for the Union's climate policy and green diplomacy in future years; 
4.	Welcomes that the pledge is being implemented into already existing policies in place of establishing of new financial instruments which should contribute to a bigger coherence of various EU policy areas; invites the Commission and the Member States to draft a coordinated plan on sustaining a maximum cohesiveness and continuity of the various programmes; 
5.	Calls on the Commission to develop a concrete overall strategy on reaching the set target that will entail area-specific action plans pointing out detailed measures and instruments, methodology of measurement and reporting, and performance indicators employed in the climate-related actions of specific policy areas; calls on the Commission and Member States to further develop common, unified standards for the implementation of adequate monitoring, evaluation and verification systems, notably with respect to the application of the Rio Markers and reporting on the disbursement of climate related spending;
6.	Regrets that weaknesses in the EU´s tracking system were identified by the Court, which substantially increases the risk of overestimating the climate action related spending; calls on the Commission to systematically respect the conservativeness principle in order to avoid overestimates; calls on the Commission to review the estimates and correct the climate coefficients where a risk of overestimation applies;
7.	Calls on the Commission to prioritize development of an action plan in certain areas with a massive potential, namely Horizon 2020 programme, agriculture and fisheries in cooperation with the Member States; furthermore calls on the Commission to develop intense coordination of activities in the area of development of new technologies and innovations on environmental protection together with the European Institute of Innovation and Technology;
8.	Points out the need for the Commission to particularly deliver on the climate-related benchmarks by mainstreaming its various programming instruments in order to favour a high level of coherence and possibly enhanced coordination among Member States to be able to reach the overall objective of addressing at least 20% of the Union budget to low carbon and climate resilient society;
9.	Regrets the absence of specific targets in substantial parts of the EU budget; calls on the Commission to draft an overall plan outlining which funding instruments could contribute and to what extent to reaching the 20% budget target; notes with concern that the missing plan is a sign of low compatibility of different budget areas;
10.	Notes with concern that there is little information on how much is spent on climate mitigation and adaptation and on the extent to which the EU climate-related action will contribute to the CO2 emissions reduction, while the available data may not be comparable across the Member States; asks the Commission to further develop the reporting on the extent to which the target of spending 20 % of the EU budget over 2014 to 2020 on climate related action is implemented in all policies, by specifying in addition to what has been committed and disbursed, what relates to mitigation or adaptation areas while also identifying the areas where climate deliverables need to be improved;
11.	Believes that mainstreaming of the funding programmes needs to be further refined by defining clear adaptation or mitigation strategies and related action plans, including adequate tools of quantification of investment and climate incentives needed and, better estimates tracking methods for getting right projections on the progress achieved across EU programmes and Member States’ actions;
12.	Calls on the Commission to swiftly develop conducive environment for the transition to a low carbon economy by adapting its investment conditions and spending frameworks and instruments for innovation and modernisation in all key relevant sectors; 
13.	Notes with regret that there is no tool on providing a multiannual consolidated update on the situation across the EU budget; there is a need for ex-post evaluation and recalculation of projected climate funding contributions;
14.	Regrets that there is no specific reporting framework conducted by the Commission on detecting and measuring the counter-implications of the EU policies that negatively contribute to climate change and on measuring how big a share of the EU budget is spent in this opposite direction; is concerned that without this data it is not fully portrayed into what extent the EU contributes to mitigation of the climate change; calls on the Commission to systematically identify potentially counter-productive actions and project them into the final calculations on climate action mitigation.
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