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1. SUMMARY 

ECA examined whether the Commission has been taking the right action to redirect public and 
private finance towards sustainable investments, and concludes that more consistent EU action 
is needed.

The European Court of Auditor present this report as feeding into the implementation of the 
2021 Strategy for Financing the Transition to a Sustainable Economy that will finalise and build 
on measures initiated under the 2018 Action Plan

The background of the present SR is defined by the 2015 signature of the Paris Agreement 
(having amongst its aims the making of finance flows consistent with low greenhouse gas 
emissions and climate-resilient development, acknowledging that the transition to a net-zero 
emission economy will require significant public and private investment)  and by the 2018 
Sustainable Finance Action Plan based on the recommendations of the High-Level Expert 
Group (including measures to redirect private finance towards sustainable investment, manage 
financial risks linked to climate change and improve sustainable corporate governance in the 
private sector).

The challenge, where the two paradigms of climate change and sustainability cross each other, 
is how to organise and finance a socially just and environmentally sustainable transition towards 
a climate neutral and resilient economy

The Commission accepts the ECA recommendations (see paragraph 4)

The Rapporteur’s recommendations are focused on transparency requirements, reporting 
obligations, support to Member States and needed interventions of private capitals; calls for  
integrating sustainability considerations into financial markets structures and more consistent 
use of standard criteria to assess the cost of not environmental and social sustainable activities 
; the more consistent application of the “do no significant harm” principle across the policies 
implementing the EU budget is also tackled. (see paragraph 5)

2. THE COURT’S OBSERVATIONS AND CONCLUSIONS

ECA examined whether:

 the Commission has been taking the right action to redirect finance towards sustainable 
investments, by implementing (in a timely manner) the 2018 Action Plan aiming at 
addressing the key issues related to sustainable finance; 

 EU financial support follows consistent sustainability criteria and contributes to supporting 
sustainable investment.

ECA observed that:
 The implementation of the Action Plan was not timely (in particular the EU Taxonomy);
 The measures to address the cost of unsustainable economic activities are not adequate;
 There is no consistent and binding requirement on all activities receiving EU financing to 

apply the “do no significant harm” principle and there are no requirements in EU spending 
programmes, other than InvestEU, for assessing individual investments against social and 
environmental standards;



DT\1242180EN.docx 3/7 PE699.206v01-00

EN

 The financial support provided (in particular in Central and Eastern Europe for 
infrastructure project) and the pro-active initiatives to develop a pipeline of sustainable 
projects are sub-optimal. 

3. THE COURT’S RECOMMENDATIONS

ECA SR concludes that more consistent EU action is needed to redirect private and public 
finance towards sustainable investments. Based on the observations, ECA recommends the 
Commission to: 
1. Complete the measures of the Action Plan and clarify compliance and audit arrangements; 
2. Better contribute to sustainable finance by pricing greenhouse gas emissions; 
3. Report on climate and environment related results of InvestEU; 
4. Increase efforts to generate a sustainable project pipeline; 
5. Apply the “do no significant harm principle” and the EU Taxonomy criteria consistently 

across the EU budget; 
6. Monitor and report on the results of the Action plan and any future strategies. 

More in detail:

Recommendation 1 – Complete the measures of the Action Plan and clarify compliance 
and audit arrangements 

ECA recommends the Commission to: 

(a) Complete delayed elements of regulatory measures of the Action Plan, in particular the 
EU Taxonomy, and follow up the preparatory actions in the area of corporate governance; 

(b) Clarify the arrangements for verifying the claims of alignment of underlying investments 
of financial products with the EU Taxonomy; 

(c) Clarify the role of auditors and supervisors in verifying respectively sustainability 
reporting and disclosures by companies and disclosures of financial market participants. 

Timeframe: end 2022 for all

Recommendation 2 – Better contributing to sustainable finance by pricing greenhouse 
gas emissions 
In order to take better account of the environmental and social costs of unsustainable 
economic activities and increase attractiveness of sustainable finance, ECA recommends that 
the Commission identify additional measures that aim to ensure that the pricing of greenhouse 
gas emissions better reflects their environmental cost. 

Timeframe: end of 2022.

Recommendation 3 – Reporting on climate and environment related results of InvestEU 

In order to increase transparency of InvestEU investments and results, ECA recommends the 
Commission to: 

(a) Disclose how much InvestEU financing is tracked using the EU Taxonomy; and 
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(b) Report on the climate related results, such as the actual reduction of greenhouse gas 
emissions, of relevant completed financing operations. 

Timeframe: from end of 2022.

Recommendation 4 – Generating a pipeline of sustainable projects 

ECA recommend the Commission to:

 
(a) Prioritise the advisory support to the areas and sectors with high sustainable investment 

needs but low capacity to generate the necessary projects, including for climate adaptation; 

(b) In view of the upcoming update of National Energy and Climate Plans, help Member 
States improve the completeness and consistency of the information they provide in their 
draft updated plans on investment needs in the different sectors and regions including in 
adaptation to climate change. 

Timeframe: end of 2023.

Recommendation 5 – Applying the “do no significant harm principle” and the EU 
Taxonomy criteria consistently across the EU budget 
ECA recommends the Commission to: 

(a) Apply the “do no significant harm” principle across the EU budget; 

(b) Include in the proposal for a revised Financial Regulation the “do no significant harm” 
principle; 

(c) Fully integrate the EU Taxonomy criteria into the EU climate tracking methodology as 
and when they become available; 

(d) Complement the current reporting on the contribution of the EU budget to climate action 
by disclosing the climate related EU expenditure that relates to applying a 100% 
coefficient based on the EU taxonomy criteria. 

Timeframe: following the adoption of the EU Taxonomy delegated acts (2022).

Recommendation 6 – Monitoring and reporting of the Sustainable Finance Action Plan 
and future strategy 
ECA recommends the Commission to: 

(a) Create common performance indicators that will allow better monitoring of progress; 

(b) Report on the implementation of the Action Plan and any new sustainable finance 
strategy. 

Timeframe: end 2023.
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4. COMMISSION’S POSITION

The Commission has accepted, fully or in part, all the ECA Recommendations.

Specific Commission’s observation are referred to the application of the “Do No Significant 
Harm” (DNSH) principle across the different policy areas where the EU budget is 
implemented, whose peculiarities and differences according to the Commission do not allow a 
uniform application of such principle.

About the Court’s remarks on the lack of mandatory requirements to apply the “do no 
significant harm” principle in the EU funded activities, and on the lack of mandatory assessment 
of the individual investments against social and environmental standards in the EU spending 
programmes (other than InvestEU), the Commission points out that there are nevertheless 
climate expenditure and biodiversity targets and the methodologies referred to these are 
supposed to include “as far as possible” a reference to the contribution of the Union budget to 
the European Green Deal. This includes, in compliance with the IIA, the "do no harm" principle. 
Moreover, these targets have been transposed in the sectoral regulations

Also about the climate tracking methodology, the Commission refers to the already 
implemented substantial enhancement, moving from the “OECD Rio markers”, used in the 
2014-2020 MFF, to the “EU Climate coefficients” used in the 2021-2027 MFF. According to 
the Commission, these EU climate coefficients, which have been enshrined in several basic 
acts, are already aligned to the maximum extent possible with the technical screening criteria 
under the EU Taxonomy’s first delegated act and the new tracking methodology also ensures 
that climate coefficients are attributed in a consistent manner across all EU spending 
programmes.

5. THE RAPPORTEUR’S RECOMMENDATIONS

The European Parliament, 

Highlights that  the success of the sustainability strategy depends on the soundness of the 
management of the implementing resources;

Acknowledges that the Commission has not yet estimated the scale of the total investment 
needed for a socially just and environmentally sustainable transition towards a climate neutral 
and resilient economy by 2050 – covering both climate mitigation and adaptation to climate 
change (climate resilience); notes that experts have estimated that reaching net-zero emissions 
by 2050 in the EU27 would require total capital expenditure of around EUR 1 trillion per year 
in the period 2021-2050. Overall, EU financial support could help provide over EUR 200 
billion per year, in the 2021-2027 period, of the above mentioned amount;

Reminds that the Interinstitutional Agreement (IIA) between the European Parliament, the 
Council of the European Union and the European Commission on budgetary discipline, on 
cooperation in budgetary matters and on sound financial management, as well as on new own 
resources, including a roadmap towards the introduction of new own resources introduces a 
climate expenditure target of at least  30% of the total amount of the Union budget and the 
European Union Recovery Instrument as well as a biodiversity target of 7,5% in 2024 and up 
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to 10% in 2026 and 2027 of annual spending under the MFF.

Acknowledges  that the transition towards an economy climate neutral and resilient requires 
significant public and private investment; welcomes the actions carried out to stimulate public 
and to attract private investments;

Reminds also that any additional financial support can be effectively implemented in actions 
material to the goal of achieving a sustainable finance only where the environmental, social 
and governance requirements are integrated into any business and investment decision across 
industry, agriculture, power production, transportation, buildings and energy transmission 
infrastructure, as well as in all the interested areas;

Reminds that sustainable finance plays a key role in delivering on the European Green Deal 
objectives as well as on the EU’s international climate and sustainability commitments and 
that it has become even more vital, given the need for sustainable recovery from the COVID-
19 crisis;

Is aware that channelling private investment into the transition to a climate-neutral, climate-
resilient, resource-efficient and sustainable economy is a necessary complement to public 
financing;

Welcomes the Commission’s actions to design a coherent strategy and to propose regulatory 
measures aimed at streamlining information, communication, transparency and combining 
financial public support with redirected private finance towards sustainable finance;

Calls on the Commission to provide assistance to the Member States to strengthen their 
engagement via technical support and to explore ways to increase synergies across multiple 
environmental objectives;

Welcomes the new flagship initiative “Greening of public finances - evaluating budgetary and 
fiscal policies’ impacts on the delivery of national and international commitments” launched 
under the Technical Support Instrument whose aim is helping build Member State capacities 
to quantify investment needs, identify gaps and develop policy to bridge them;

Is aware of the importance of the National Energy and Climate Plans and calls for their 
improved use with a view to identifying sustainable investments opportunities, to create 
synergies across multiple environmental objectives and to attract private investments;

Reminds the importance to attract private finance towards the climate adaptation projects;

Welcomes the Commission’s efforts on legislating in the area of sustainable finance and in 
particular the Strategy for financing the transition to a sustainable economy, published on 6 
July 2021;

Draws the attention of the Commission on the need to provide the investors and the public 
with adequate information and assistance, to facilitate the companies' trajectory towards 
environmental sustainability and to allow informed decisions;

Is aware that the current financial markets structures are not fit for including sustainability 
considerations in the pricing mechanisms; invites  the Commission to further explore 
possibilities to have the climate and environmental risks and the social-related aspects 
amongst the components that factor-in in the pricing dynamics; calls for initiatives aiming at 
embedding sustainability risk in the financial sector’s system framework;
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Calls on the Commission to further engage in countering  greenwashing practices and  notes 
to this aim the EU Taxonomy Regulation and the Proposal for a Corporate Sustainability 
Report Directive;

 Acknowledges EIB important role in supporting sustainable investments and applying the EU 
Taxonomy and calls the EIB for pursuing a better allocation of support to climate actions in 
underfunded European areas ;

Agrees that committing to sustainability could entail additional financial cost and reduce the 
appetite for engaging in such activities because of their increased risk; welcomes the public 
support that is provided in similar cases to increase the viability of such actions; calls on the 
Commission to further intervene to increase knowledge and competences across public 
authorities and private operators to design, finance and implement projects that are essential 
for the transition towards a de-carbonised, digitalised and resilient economy; 

Calls on the Commission to progress in the phasing-out of environmentally harmful subsidies 
by supporting best practices via technical support instrument projects and building 
engagement across Member States endorsing greening budgets and taxation measures; 

Calls on the Commission to better address the risk of lack of consistent approach across the 
different EU programmes and EU institutions when assessing the environmental and social 
sustainability of the same activities under differing criteria;

Calls on the Commission to define specific requirements to assess the investments against 
their environmental and social impact following the model of Invest EU;

Welcomes the integration of  some important parts of the Taxonomy Regulation into the EU 
budget, having specific regard to the “do no significant harm” (DNSH) principle that is 
applied through a number of tools and regulatory provisions,  that  has been transposed in the 
Recovery and Resilience Facility Regulation  and was also introduced in the Common 
Provisions Regulation ; 

Welcomes that under the RRF Regulation the Member States must provide evidence that for 
every reform and investment the DNSH principle is complied with; reminds that this is a 
condition for the national recovery and resilience plans to be adopted 

Notes the Commission’s  diversified approach to the “do no significant harm” principle on the 
ground, taking into account the diverse nature of the policy areas of the EU budget, the 
peculiarities of each management mode and the diversity of the implementation cycles and of 
the different activities funded;  calls on the Commission against this background to monitor   
the consistent and systematic application of the “do no significant harm” principle across 
these different areas, including the new CAP; expects  the Commission to include the DNSH 
principle into the on-going proposal for a revised Financial Regulation, in line with the Inter 
Institutional Agreement accompanying the 2021-2027 MFF;

Takes the view that climate tracking methodology seems to be adequate in terms of 
granularity and comprehensiveness;

Acknowledges the proposal for a Corporate Sustainability Reporting Directive (CSRD), 
which would amend the existing reporting requirements of the Non-Financial Reporting 
Directive (NFRD) laying down the rules on disclosure of non-financial and diversity 
information by certain large companies.

https://ec.europa.eu/info/publications/210421-sustainable-finance-communication_en#csrd

