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Foreword 

 

Dear reader, 

In 2016, DG CLIMA delivered a number of critical policy initiatives, bringing the 

implementation of the 2030 targets much closer to reality. Legal proposals were 

submitted to the Council and to the Parliament on the Effort Sharing Regulation, 

specifying the emission reductions each Member State would have to realise 

outside the ETS, i.e. in housing, transport and agriculture. This was accompanied 
by a proposal on LULUCF, outlining precise accounting principles for land use, 

land use change and forestry. These proposals complemented the ETS proposals 

that were finalised the year before.  

The year 2016 also saw major progress on the international front. The EU was 

the decisive factor to trigger the entry into force of the Paris Agreement through 
its early ratification decision. In Kigali, the EU was the driving force behind the 

2nd amendment of the Montreal Protocol, bringing a number of highly carbon-

intensive industrial gases under a strict reduction path for industrialised as well 

as emerging economies. Finally, the EU proposed concrete ways on how to 

prepare for the implementation of the CORSIA (Carbon Offsetting Scheme for 
International Aviation) instrument decided at the level of ICAO, the International 

Civil Aviation Organisation. 

 

Jos Delbeke 

Director-General of DG CLIMA 
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THE DG IN BRIEF 

 

- DG Climate Action (DG CLIMA) is the Directorate-General in the European 

Commission responsible for Climate Action. Created in February 2010, it is 

the smallest DG in the European Commission, with around 190 staff at the 

end of December 2016. Close to 90 % of its staff are active in policy 

making, its core business. DG CLIMA will continue to put the large 

majority of its resources into frontline activities. 

- To align its activities and structure with the strategic priorities and 

concentrate human resources on the deliverables of the Commission's 

Work Programme for 2016 and beyond, the DG rolled out an internal 

reorganisation at the end of 2015 and beginning 2016 and reallocated 

staff to the agreed priorities. Three Directorates − "International and 
mainstreaming", "European and international carbon markets" and 

"Climate strategy, governance and emissions from non-trading sectors" – 

receive direct administrative, legal and communication assistance from 

support cells and the Shared Resources Directorate (SRD). 

 
- The Treaty on the Functioning of the European Union (TFEU) (articles 191 

and 192) states that the European Union's policy on the environment and 

climate change shall contribute to promoting measures at international 

level to deal with regional or worldwide environmental problems, and in 

particular combating climate change. It explicitly envisages the possibility 

for the European Union to participate in international environmental and 
climate agreements together with its Member States (MS).  

- In line with the powers conferred by the Treaty, the mission of DG 

Climate Action is to lead the EU in international negotiations in the areas 

of climate change mitigation and adaptation and the protection of the 

ozone layer; to develop and monitor the implementation and enforcement 
of EU legislation to meet key climate targets in the Europe 2020 strategy 

and the 2030 climate and energy framework; to contribute to the 

transition towards a low-carbon economy in the EU while increasing 

resilience to the negative effects of climate change; and the 

mainstreaming (integration) of climate action into the EU budget and into 
other EU policies.  

The DG's general objective is to contribute to achieving the 

Commission's key strategic priority "A resilient Energy Union with a 

forward-looking climate change policy". It works towards this objective in 

4 distinct but complementary ways: 
 

1. By preparing new legislation, monitoring the implementation of the 

EU climate legislation  and ensuring its effective enforcement  

2. Through the EU emissions trading system (EU ETS), hosted and 

managed in-house by the Commission on behalf of the Member 

States. 
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3. Through the climate action sub-programme of the LIFE financial 

programme 2014-2020, amounting to a relatively small budget of € 
115 million for DG CLIMA in 2016. More than 80 % of this budget 

has been delegated to the Executive Agency for Small and Medium-

sized Enterprises (EASME), which manages action grants (projects) 

and operating grants (NGO's), and to the European Investment 

Bank (EIB), which manages two financial instruments (PF4EE1 and 

NCFF2). DG CLIMA equally delegated the management of an off-
budget fund, the NER 300 (New Entrants Reserve) programme, to 

the EIB. 

4. The DG, together with DG Budget, monitors the achievement of the 

20% climate mainstreaming target in the EU Multiannual Financial 

Framework 2014-20.  

 
 

                                          
1  The Private Finance for Energy Efficiency (PF4EE) instrument addresses limited access to adequate and 

affordable commercial financing for energy efficiency investments. 

2  The Natural Capital Financing Facility (NCFF) provides loans and investments in funds to support projects 

which promote the preservation of natural capital, including adaptation to climate change.  
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EXECUTIVE SUMMARY  

The Annual Activity Report is a management report by the Director-General of 

DG Climate Action to the College of Commissioners. Annual Activity Reports are 

the main instrument of management accountability within the Commission and 
constitute the basis on which the College takes political responsibility for the 

decisions it takes as well as for the coordinating, executive and management 

functions it exercises, as laid down in the Treaties3. 

 

  

                                          
3  Article 17(1) of the Treaty on European Union. 



clima_aar_2016_final  Page 7 of 70 

 

a) Key results and progress towards the achievement of 
general and specific objectives of the DG (executive 

summary of section 1) 

Climate change is one of the major global challenges of this century. Global 
awareness on the need to take climate action is increasing, both to mitigate 

climate change by cutting emissions and to adapt to it by increasing resilience to 

its impacts. One of the 17 SDGs (Sustainable Development Goals) of the UN 

specifically focuses on climate change4  

The EU has made a clear pledge to contribute to global efforts to address the 

climate challenge both by contributing to international action and by 

developing and implementing domestic policies. 

The achievements of DG Climate Action in 2016 contribute to 3 of the 10 key 

strategic objectives of the Juncker Commission: first and foremost, "A Resilient 

Energy Union with a forward looking climate policy", secondly "A New 

Boost for Jobs, Growth and Investment", and finally "A Stronger Global 

Actor". 

Implementing these objectives requires a policy and a funding framework 

supporting the transition towards a climate-resilient, resource-efficient and low-

carbon economy in the EU.  

As part of this framework, the EU has set itself climate and energy targets for 

2020 and 2030: 

 By 2020, the EU has committed to cut its greenhouse gas emissions by 

20%, compared to 1990 levels. This is one of the 5 headline indicators in 

the Europe 2020 strategy. 

 For the period up to 2030, in the Energy Union Strategy Framework and 
the 2030 framework for climate and energy, the EU has agreed to a 

binding target to reduce domestic greenhouse gas emissions by at least 

40%, compared to 1990 levels. This will be achieved by a 43% emissions 

reduction in the sectors included in the EU emissions trading system (EU 

ETS) and a 30% cut in the non-ETS sectors, compared to 2005 levels.   

Several policy actions combine to help achieve these objectives. They 

encompass emissions trading, effort sharing by all Member States, land use and 

land use change and forestry measures (LULUCF), energy efficiency, renewable 

energy and governance measures.  

                                          
4 SDG 13: "Take urgent action to combat climate change and its impacts" 
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Because these measures are part of a framework, they are submitted in 

packages. The preparatory work to translate the 2030 climate and energy 
framework into concrete policy proposals made significant progress in 2016. 

Discussions on these proposals will continue in the European Parliament and the 

Council in 2017 and 2018. 

EU domestic climate policies – key achievements in 2016 

The EU is ahead of the curve in preparing actionable climate policies. It is on 

track to reach its climate targets for 2020, and the European Commission has 

already brought forward all the key proposals to deliver on the EU's commitment 
to reduce domestic greenhouse gas emissions by at least 40% by 2030.  

The EU emissions trading system (EU ETS) is the cornerstone of EU climate 

policies. 

 

Example of EU added value: EU emissions trading system 

 DG Climate Action manages the EU ETS, the flagship market-based instrument 
covering some 11,000 emitters (installations) in power generation and energy-

intensive industries, as well as around 520 aircraft operators. It operates in 31 

countries (all 28 EU countries plus Iceland, Liechtenstein and Norway) 
 It is currently the world's largest installation-level cap-and-trade system for 

trading in allowances to emit greenhouse gases (GHGs). Today, it covers around 
45 % of total EU GHG emissions. A proposal for revision of the EU ETS was 

adopted by the Commission in July 2015 covering the 4rth phase that should start 
in 2021. It is currently being discussed by the European Parliament and the 

Council. Changes to the initial proposal will have to be implemented in terms of 
low-carbon funds (the innovation fund, the modernisation fund, art 10c 

derogations), auctioning of allowances, provision of free allocations to industry to 

avoid carbon leakage, update of benchmark values and 'carbon leakage' lists.  
 In 2016, a successful and timely completion of a joint procurement procedure was 

achieved by means of a competitive dialogue to procure the second common 
platform to auction ETS allowances on behalf of 25 Member States  

 The EU pioneering instrument is being rolled out to the international carbon 
markets: the Partnership Instrument project with South Korea on ETS has started 

, the first cooperation project with China has been completed and an agreement 
on the start of a new one has been concluded. Activities with the World Bank 

Partnership for Market Readiness are ongoing to support the development and 

implementation of carbon pricing and ETS in third countries. 
 

 

As regards emissions from the sectors not included in the EU ETS, in July 

2016 the Commission came forward with a proposal for an effort-sharing 

Regulation for setting emissions reduction targets for Member States in the 

non-ETS sectors, such as buildings, agriculture and transport. By 2030, these 

sectors will collectively need to reduce emissions by 30% compared to 2005. 
Currently, 23 Member States are expected to meet their 2020 targets in the 

effort-sharing sectors with existing policies and measures.  
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In the summer of 2016, the Commission also submitted a proposal to prepare for 

the integration of the land use, land use change and forestry sectors 
(LULUCF) into the non-ETS mitigation framework. 

As part of this summer package, the Commission adopted a Communication on a 

strategy for low-emission mobility. This will be followed by a number of 

policy proposals in the transport sector in 2017 and possibly 2018. 

The 'Clean Energy for All Europeans' package, adopted in December 2016, 

cements the European Union's leadership role in the clean energy transition. It 
will boost energy efficiency and renewables, modernise energy markets, keep 

Europe competitive and provide a good deal for consumers. The proposal for an 

Energy Union Governance Regulation presented at the same time will ensure 

policy coherence, investment certainty, improved coordination between Member 

States and reduced administrative burden. 
 

In June 2016, the EU Covenant of Mayors and the UN Compact of Mayors 

announced the formation of the Global Covenant of Mayors for Climate & 

Energy, a bottom-up initiative of the cities and local governments committed to 

tackling climate change and providing access to secure, sustainable and 
affordable energy. The Global Covenant has already gathered commitments from 

more than 7100 cities in 119 countries, representing 600 million inhabitants. 

Urban energy consumption generates about three quarters of global carbon 

emissions. Therefore, cities play a crucial role in terms of energy and climate 

policy. 

One of the EU's key funding programmes for climate action is the LIFE financial 

programme 2014-20. Climate change mitigation and climate change 

adaptation are two of its priority areas. In terms of policy developments, LIFE 

contributed to the design of the 2020 climate and energy package and the 2030 

climate and energy framework. It also supports the Europe 2020 strategy for 

smart sustainable and inclusive growth, as LIFE projects promote job creation, 
innovative environmental and climate technologies, and the development of new 

and beneficial work skills. And it enables climate 'outreach' activities and climate 

diplomacy and facilitates the organisation of the annual UNFCCC climate summits 

(Marrakesh in 2016) and its preparatory sessions. 
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More than 300 project applications for traditional projects focused on climate 

action objectives have been received, and 65 financed, following the first two 
calls for proposals (2014 and 2015). 

In the external mid-term evaluation study of the LIFE Programme, the 

consultant qualifies the programme as an EU platform for the exchange of best 

practice and knowledge-sharing for implementing EU legislation and policy. 

According to the external study, preliminary evidence shows that the on-going 

projects are – among other benefits – expected to: 

 Reduce energy consumption (about 600 000 MWh/year) through best 

practice solutions; 

 Increase the production of energy from renewable sources (about 500 000 

MWh/year from different sources); 

 Equip 35 million hectares with climate adaptation measures as well as 
develop best practice solutions for adaptation in various areas.  

The preliminary results of the mid-term evaluation study will be validated by the 

Commission services and presented in a Staff Working Document that will be 

published in mid-2017. 
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In addition to grants for projects and organisations, the LIFE programme 

supports climate action through two financial instruments. The financial 

instrument for energy efficiency (PF4EE) was initially expected to support 

total investment up to € 540 million. However, following the operations signed in 

2015 and 2016 and in view of the projects in the pipeline, the European 
Investment Bank (EIB) now expects to achieve €1 billion of new investments in 

energy efficiency during the 2014–2017 pilot phase (€ 430 million from EIB and 

€ 570 million from financial intermediaries), covering 10 Member States. Six 

deals were signed with intermediary banks by the end of 2016. 

Funding for innovative climate action is also provided through the off-budget 
fund NER 300 (New Entrants Reserve), which is funded through the sales of 

300 million allowances stemming from the EU emissions trading system. It 

provides €2.1 billion in co-funding to projects demonstrating environmentally 

safe carbon capture and storage and innovative renewable energy technologies 

on a commercial scale within the EU. Of the 38 selected projects, 3 are already 
operational and delivering green energy in Europe. 

The EU is also delivering on its innovative political objective to earmark at least 

20% of the EU budget to climate-related activity. This "mainstreaming" target 

has been a key driver for integrating climate action into many programmes and 

for raising climate awareness both within the Commission and in the Member 

States. The mid-term review of the current Multiannual Financial Framework 
(MFF) shows a positive trend and indicates that spending is projected to remain 

close to 20% over the period 2017-2020. Currently climate-relevant spending 

amounts to an overall average of 18.9% of the EU budget. 

Example of EU added value - Success story of LIFE climate action and environment funding 

Małopolska Region - air quality plan 
 
Air quality is poor in some areas of Poland. In Małopolska, for example, concentrations of benzopyrene are 
100 times greater than in London! 
LIFE, the EU environment and climate fund, takes an innovative approach to these problems, with DG 
Environment, DG Climate Action and the EASME Executive Agency using "integrated projects" to improve air 
quality and save lives. 
"Integrated projects" use a broad, ambitious perspective. By combining funds from various sources, they 
bring groups of stakeholders together, empowering citizens to overcome structural barriers with long-term, 
sustainable solutions.  
The Małopolska project is a typical example. From an initial budget of EUR 15 million, the involvement of 
regional authorities, 50 municipalities, and civil society has brought additional leverage of EUR 800 million. 
The project is bringing know-how, adding organisational capacity, and helping the Region implement an air 
quality plan for the benefit of its 3.4 million citizens. Early results include new legislation for domestic boiler 
emissions adopted unanimously in the Regional Parliament, with the surrounding regions keen to follow suit. 
When a major co-financier withdrew its support, hard work from the LIFE team meant a solution could be 
found, allowing the project to proceed. The citizen-focused implementation of this LIFE project will have a 
long-lasting, visible impact, with numerous climate benefits. 
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Progress towards EU climate and energy targets 

EU climate policies are effective, as shown by results in the EU and its 

Member States:  

 According to the 2015 approximated inventory, EU greenhouse gas 

(GHG) emissions were 22% below the 1990 level. A decreasing trend in 

emissions was recorded in most Member States in 1990-

2015.Despite a temporary relative increase in 2015 (mainly due to cold 
weather), emissions remain on a decreasing trend. Member States’ 

latest projections based on existing measures indicate that emissions will 

be 24% lower in 2020 than in 1990. This means that the 20% reduction 

target of the Europe 2020 strategy will most likely be overachieved. 

According to Member States' projections with existing measures, total EU 

emissions in 2030 are expected to be 26% below 1990 levels.   

 While emissions decreased by 22%, real GDP increased by nearly 50% 

between 1990 and 2015, clearly proving the decoupling of economic 

growth and greenhouse gas emissions.  

 The GHG intensity of the EU economy decreased by nearly 48% 

over the same period. The GHG intensity in the EU power and heat sector 

decreased by a third compared with 1990 levels. The introduction of 

renewable energies and the use of less carbon-intensive fuels led to a 
significant (35 %) decrease in GHG emissions per unit of energy produced 

(gross electricity and derived heat). 

 

International climate action - key achievements in 2016 

The European Union is a frontrunner and takes the lead in international 

climate negotiations. This was once again proven in 2016 by the successes 

achieved. These include the following: 
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 The signing in April 2016 of the Paris Agreement, the new legally 

binding global climate change agreement reached at COP 21 in December 
2015 by 196 Parties (including the EU and its Member States), was 

followed by the rapid ratification by the EU on 5 October 2016. This led to 

the entry into force of the Agreement 30 days later on 4 November, just 

days ahead of the Marrakech climate conference. 

 At the UN climate conference in Marrakech (COP22), countries made 

progress on key elements of the Paris package (such as transparency, the 

5-year ambition cycle, capacity building and innovative technology). The 

Parties also agreed to act swiftly to ensure that the Paris rule book that 

will help guide countries as they implement the agreement will be ready 
by 2018. Finally, the Marrakech Action Proclamation reaffirmed political 

leaders' intentions to build on the momentum of the past year and turn 

pledges into action. 

 International commitments on addressing emissions from other 
sources that will make a major contribution to delivering on the 

objectives of the Paris Agreement were also agreed in 2016. These are:  

1) The agreement reached in October 2016 in Kigali, Rwanda, on the 
inclusion of climate-warming hydrofluorocarbon gases (HFCs) in the 

Montreal Protocol that governs ozone-depleting substances. This aims 

for a global phase-down of HFCs. These man-made gases are part of the 

family of fluorinated gases used in refrigeration and air-conditioning as a 

substitute for other ozone-depleting substances. However, they contribute 
to climate warming. Global cumulative benefits from a phase-down would 

amount to a reduction equivalent to 79 gigatonnes (Gt) of CO2 by 2050 

and to 127 gigatonnes over 40 years. 

2) The Resolution adopted in October 2016 in Montreal at the International 
Civil Aviation Organization (ICAO) Assembly on a global market-based 

measure aimed at reducing CO₂ emissions from international 

aviation. This will contribute to the further decarbonisation of the 

transport sector. The ICAO opted for a carbon offsetting scheme with the 

objective of stabilising international aviation emissions at 2020 levels. 

Based on the level of participation in the first voluntary phase of the 
scheme running until 2027, the emission coverage is around 80 % of what 

is needed to achieve carbon neutrality from 2020. 

3) The agreement reached in the International Maritime Organisation 

(IMO) on a process towards a strategy reducing CO2 emissions from 
international shipping, as well as on a global data collection tool. 
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b) Key Performance Indicators (KPIs) 

Most 
relevant 

KPI 1: 
 

Reduction of 
GHG 

emissions 
(EU 28)  

Source: 

European 
Commission 

and 
European 

Environment 
Agency 

(EEA) 
progress 

report 2016. 

 Progress towards meeting 2020 objective of  -20% reduction of greenhouse gas (GHG) 
emissions (headline target EU 2020 strategy) 

 

Target: minus 20 % of greenhouse gas emissions by 2020 compared to 1990 

EU climate legislation for both the EU Emissions Trading System and the non-ETS sectors, and its 

implementation in the Member States, have greatly contributed to the considerable progress made in 
cutting GHG emissions in the EU. The EU is on track to achieve - and even overachieve - the target of 

reducing GHG emissions by 20% by 2020. In 2015, EU greenhouse gas emissions were 22 % below the 
1990 level.  

Emissions slightly increased (by 0.7 %) in 2015 after a significant drop of 4 % in 2014. Although it is 

widely acknowledged that the year 2015 was the warmest ever globally, the weather in Europe was colder 
in 2015 than in 2014 with an increase in 'heating degree days' of 4 %. Furthermore, the price of fossil 

fuels, notably propellant, also decreased in 2015 contributing to an increase in purchases compared to 
2014. In the medium to long term, however, emissions are following a decreasing trend. 
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Most 

relevant 
KPI 2: 

 
Consumption 

of ozone 
depleting 

substances 
(or ODS) 

(HCFCs = 

hydrochlorofl
uorocarbons 

and methyl-
bromide) 

(EU 28) 
Source: EEA, 

UNEP Ozone 
secretariat 

CSI 006 , 

CLIM 049 
(UNEP defines 

"Calculated 

levels of 

Consumption" 

as "production 

plus imports 

minus exports 

minus 

destruction of 

controlled 

substances. If 

destruction and 

export of 

controlled 

substances is 

higher than 

production and 

imports then 

the figure is 

negative) 

 Consumption of controlled ozone-depleting substances in the European Economic Area and 

worldwide (ODP tonnes) 

 

NB: EEA-33 is the 28 EU Member States together with Iceland, Liechtenstein, Norway, Switzerland and 

Turkey. 
Target: Phasing out of ozone depleting substances (ODS) controlled under the Montreal Protocol (including 

hydrochlorofluorocarbons or HCFCs and methyl bromide) by 2020. There has been a significant reduction 
in the consumption of ODS in the 33 EEA countries since 1986. This has largely been driven by the UN's 

1987 Montreal Protocol. When the Montreal Protocol entered into force, the collective consumption of the 
EEA 33 was approximately 420,000 ozone depleting potential tonnes (ODP tonnes). Values around zero 

were reached in 2002 and consumption has consistently stayed around zero since then. Thanks to its 

legislation on ozone depleting substances (ODS), the EU has even achieved a negative consumption of 
ozone depleting substances. In many aspects, the current EU regulation on substances that deplete the 

ozone layer (1005/2009/EC) goes further than the Montreal Protocol. It accelerated the phasing down of 
hydrochlorofluorocarbons (HCFCs) for refrigeration use and banned methyl bromide for quarantine and 

pre-shipment use in the EU. 
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Most 

relevant 
KPI 3: 

Proportion of 
climate 

related 
spending 

(mainstrea-
ming) in the 

EU budget 

2014-20 
 

Source: mid-
term review 

of the MFF 
2014-2020 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Mainstreaming of 

mitigation and adaptation 
activities in EU 

programmes : Share of 
EU budget devoted to 

climate-related action  
Target: At  least 20% (on 

average) by 2020 

2013: 6 to 7% (indicative) 

2014: 12,5 %  
2015: 16,8 % 

2016: 21,0 % 
2017: 19,4 % 

Average: 18,9% 
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 The 20% climate mainstreaming target is a political commitment from the Commission endorsed by the 

European Council for the current Multiannual Financial Framework (MFF) 2014-2020. 
The progress towards the 20% target has been monitored closely on an annual basis by DG Budget and 

DG Climate Action in the annual budgetary procedure. The Commission's tracking methodology has been 
set up in accordance with the 'Rio markers methodology' (0%, 40% and 100 % climate dimension). The 

climate share indicated in the programme statements of the distinct financial programmes of the EU 
budget is accounted for and added up to an estimated amount for the whole draft budget as compiled by 

DG Budget. The current ex-ante tracking methodology (a decentralised approach where each DG 
determines the level of detail for tracking and reports the aggregates) is the only tool available to provide 

information on progress towards the 20% target.  

The mainstreaming percentages recorded have evolved positively: from to 12.7% in 2014 to 16.8% in 

2015, 21.% in 2016 and 19.4% in 2017.  It shows that the policy of climate action mainstreaming is 
starting to deliver results. The mainstreaming target has been a key driver for integrating climate action 

systematically into individual spending programmes.  

In 2016, the Commission assessed the overall progress towards the 20% EU spending objective in the 

mid-term review of the multiannual financial framework 2014-2020, which shows significant progress and 
points to an 18.9% on average for the past4 years. In this context, and in its reply to the European 

Court of Auditors' Special Audit report5, the Commission confirmed that it will assess opportunities to 
further increase climate relevance in the context of the mid-term reviews of individual programmes and 

policies, especially where there are areas of underutilised potential. These assessments will contribute to 
the Commission's proposals for future draft annual budgets and the next MFF.  

 

Conclusion: Significant progress is being made; after 4 years, the Commission is on track to reach the 
20% objective over the whole 2014-2020 period. When EU instruments are fully implemented according to 

their legal framework, the overall share of climate mainstreaming in the EU budget is expected to meet the 
20% target for the whole MFF 2014-20. 

 

                                          
Report No 31/2016 of the Court of Auditors:  " 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"   
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Most 

relevant 
KPI 4: 

CO₂ 

emissions 

from cars 
and vans 

Source: EEA 
Report, 

December 
2016 

 

 
CO₂ emissions from new cars and vans 

All large car and van manufacturers in the EU met their CO₂ emissions target in 2015, according to data 

published by the European Environment Agency. The report confirms - based on laboratory tests – the 
preliminary findings that the EU fleet average of new vehicles is well below its 2015 emissions 

New cars sold in the EU in 2015 recorded average CO2 emissions of 119.5 g CO2/km, which was 8.0 % 
below the 2015 target, and 3.1 % lower than in 2014. The average emissions of new light commercial 

vehicles in 2015 were 168.3 g CO2/km, well below the 2017 target of 175 g CO2/km and a reduction of 
0.4 % compared to 2014.  

Average CO2 emissions from new cars decreased by 27 % in the last 10 years, while the emissions of new 

vans decreased by more than 6.5 % in the last 4 years. In order to meet their EU 2020/21 targets, the 
average CO2 emissions from new cars and vans will need to continue decreasing at a similar pace (Figure 

ES.1).  
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Most 

relevant 
KPI 5: 

Residual 
error rate 

(RER) for 
ABB Activity 

34 02  
Source: 

internal 

assessment 

 

 
Target: 

As low as possible; at least 
below 2%  

Current situation at end of 2015 

 
Amount at risk – Residual Error Rate (RER): 

 
The final (net) amount at risk (€893.52) (calculated as explained in Part 

2.1.1 of this report) divided by the total payments under ABB activities 34 
02/ 34 01 in 2016 (€ 25,952,244.12) results in a residual error rate of 

0.003% which is below the materiality threshold of 2%. 
 

Building a trend for 2014-16 is rather premature as the implementation of 

the major part of the LIFE programme 2014-2020 (grants and financial 
instruments) has not yet reached cruising speed. No detected error rates 

based on ex post audits are yet available for the projects recently financed 
under the current LIFE programme 2014-2020, that have just started.  

DG CLIMA manages a very small number of grants under the former ENRTP 
(Thematic Programme for Environment and sustainable development of 

Natural Resources including energy) and the new GPGC (Global Public 
Goods and Challenges) programmes of DG DEVCO in 2016, for which the 

ex-post audits aiming at detection and correction of potential fraud, errors 

and irregularities are carried out only in cases where there is suspicion of 
fraud or irregularity. No such cases were identified in 2016. Nevertheless, 

to obtain a conservative estimate for the likely error rate on these 
transactions, an error rate was applied based on ex-post audits of LIFE+ 

grants (2017-13) managed by DG Environment. This is justified because 
the control environment for LIFE grants managed by DG ENV and by DG 

CLIMA is similar. 
The ex-post auditors in DG Environment audited 150 LIFE projects in the 

period between 2012 and 2016. The audited projects represent 36% of the 

total value of all the projects. The audits demonstrate that, due to various 
corrective measures and action plans which have been introduced and 

implemented successfully over the years, a steady decline in the error rate 
on LIFE grants is noted - from 2.27% in 2012 to 0.44% in 2016. 
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c) Key conclusions on Financial management and 
Internal control (executive summary of section 2.1) 

In accordance with the governance statement of the European DG Climate Action 

staff conduct their operations in compliance with the applicable laws and 
regulations, working in an open and transparent manner and meeting the 

expected high level of professional and ethical standards. 

The Commission has adopted a set of internal control standards, based on 

international good practice, that aim to ensure the achievement of policy and 

operational objectives. The Financial Regulation requires that the organisational 
structure and the internal control systems used for the implementation of the 

budget are set up in accordance with these standards. DG Climate Action has 

assessed the internal control systems during the reporting year and has 

concluded that the internal control standards are implemented and function as 

intended. Please refer to AAR section 2.1.3 for further details.  

In addition, DG Climate Action has systematically examined the available control 

results and indicators, including those of entities to which it has entrusted budget 

implementation tasks, as well as the observations and recommendations issued 

by internal auditors and the European Court of Auditors. These elements have 

been assessed to determine their impact on the management's assurance as 
regards the achievement of control objectives.  Please refer to Section 2.1.4 for 

further details. 

In conclusion, management has reasonable assurance that, overall, suitable 

controls are in place and working as intended; risks are being appropriately 

monitored and mitigated; and necessary improvements and reinforcements are 

being implemented. The Director General, in his capacity as Authorising Officer 
by Delegation has signed the Declaration of Assurance albeit qualified by a 

reputational, legal and financial reservation concerning the security of the EU 

ETS Registry Systems. 

 

d) Information to the Commissioner(s) 

In the context of the regular meetings during the year between the DG and the 

Commissioner(s) on management matters, the main elements of this report and 

its assurance declaration, including the reservation(s) envisaged related to the 
EU ETS security, have also been brought to the attention of Commissioner Miguel 

Arias Cañete, responsible for EU Climate Action and Energy policies. 
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1. KEY RESULTS AND PROGRESS TOWARDS THE ACHIEVEMENT OF 
GENERAL AND SPECIFIC OBJECTIVES OF THE DG 

1.1 Achievement of general policy objective(s)  

Introduction 

As presented in its Strategic Plan 2016-2020, the mission of DG Climate Action 

(DG CLIMA) is to foster the transition towards an energy-efficient, low-carbon 
and climate resilient economy in the EU as a contribution to fighting climate 

change by keeping global average temperature well below 2°C increase 

compared to pre-industrial levels and to support the protection and recovery of 

the ozone layer by phasing out the use of ozone-depleting substances 

The overarching objective for DG Climate Action (DG CLIMA) is to contribute to 
achieving 'A resilient Energy Union with a forward-looking climate change policy', 

one of the ten key political priorities adopted by the Commission of President 

Juncker. Under this strategy, climate and energy policies will further dovetail. 

This policy is necessary to protect the planet, citizens and ecosystems from the 

severe, pervasive and irreversible impacts of climate change and a depleted 

ozone layer.  

Addressing global warming and a damaged ozone layer are challenges to which 

DG Climate Action, a small policy-making department within the European 

Commission, can only contribute. Given that climate change is a global 

problem, and that the share of the European Union in global total CO2 emissions 

remained at 9.6% in 2015, it is clear that the EU and its Members States cannot 
tackle these challenges alone. 

With an active climate action department in the lead, EU climate action is 

oriented towards reducing the man-made GHG emissions that cause global 

warming on the one hand, and adapting to new climatic conditions on the other. 

The EU takes initiatives both within the EU (domestic actions in the EU Member 
States) and outside the EU (negotiation of international agreements such as the 

Paris Agreement).  The Commission has a legislative portfolio in place for the 

period up to 2020 under the Europe 2020 Strategy. It is currently designing 

legislation for the 2020-2030 periods under the 2030 Framework for Climate and 

Energy. Through the Energy Union Strategy adopted in 2015, the EU aims to 

decarbonise further the EU.  

Obviously, the experience of the EU can serve as a valuable example for other 

countries and continents in the world, as they develop climate policies while 

putting their economies on a solid track towards prosperous, low-carbon 

development. Over the last quarter of a century, EU policy making in the field of 

climate change has been characterised by active learning. One of the important 
lessons learned is that there has been no single policy instrument that can bring 

greenhouse gas emissions down across so many sectors of economic activities. 

Different approaches are needed. Solid economic and technical preparation of a 

policy proposal, based on sound knowledge and extensive stakeholder 

consultation, is vital. Risks related to solid data availability, reliability and 
interpretation as well as analysing and modelling methods have to be addressed 

to gain sufficient understanding and backing at political level. There are often 

high, and conflicting, economic interests at stake, and creating maximum 
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transparency and political ownership has been a necessary precondition for 
success. The EU legislative procedure, from the submission of a proposal to the 

College through debate and adoption by the Commission, followed by final 

debate and endorsement by the Council and Parliament, inevitably results in a 

compromise legislation. This then needs to be implemented and applied correctly 

in the Member States. Resulting data are conveyed to the Commission, DG 
ESTAT, the JRC and the European Environmental Agency which provide progress 

reports. Despite being a small but important link in the whole EU climate policy 

chain, DG Climate Action's activities are clearly yielding positive results in terms 

of decarbonisation. 

The decarbonisation dimension of the Energy Union is very much driven by 
efforts towards meeting the EU and Member States' greenhouse gas emissions 

(GHG) reduction and renewable energy targets. Two of the most relevant 

indicators are presented below: GHG emission reductions and the carbon 

intensity of the economy6.  

 Reduction of GHG emissions  

 
As part of its 2020 Strategy, the EU committed to cut greenhouse gas emissions 

in 2020 by 20 % from 1990 levels. GHG emissions are captured respectively 

under (i) the EU emissions trading system (EU ETS) and (ii) the sectors covered 

under the Effort Sharing Decision. The EU ETS, a cap-and-trade market based 

system, includes emissions stemming from the industrial and power sectors 
mainly, while  the Effort Sharing Decision covers all sectors where emissions are 

produced in a diffuse manner, i.e. buildings, transport (except aviation), waste 

and agriculture. At EU level, diffuse effort sharing emissions represent more than 

half (currently 58.1 %) of the emissions (whereas ETS covers 41.9 %).  

The share of GHG emissions per sector at EU level (without international 
aviation) shows that the energy industry is the sector with the highest share, of 

around 30 % (covering notably power production, district heating and refineries), 

followed by the transport and manufacturing industry with around 20 % each (23 

% in the case of transport if international aviation is included). In a different 

order of magnitude, residential and commercial buildings and agriculture have 

comparable shares of around 10 %. 

According to the 2015 approximated inventory, EU greenhouse gas emissions 

were 22 % below the 1990 level. The EU's share of global emissions has also 

been declining over this time and stood at 8.8 % in 2012. In most Member 

States a decreasing trend of GHG emissions has been recorded in the period 

1990-2015..Despite the overall decreasing trend, emissions seem to have 
increased slightly by 0.7 % in the year 2015 after a significant drop of 4 % in the 

year 2014. This is due to cyclical factors. Although it is widely acknowledged that 

2015 was the warmest ever globally, the weather in Europe was colder in 2015 

than in 2014 with an increase of "heating degree days" of 4 %. Furthermore, the 

price of fossil fuels, notably propellant, also decreased in 2015 contributing to an 
increase in purchases compared to 2014. 

                                          
6 Another relevant indicator is not discussed in the AAR of DG CLIMA: the share of 

renewable energy in percentage of gross final energy consumption 
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In the long run, however, emissions remain on a decreasing trend. According to 
the latest projections based on existing measures provided by Member States in 

2015, emissions are expected to be 24 % lower in 2020 than in 1990 (26 % 

lower according to the EU Reference Scenario 2016). The EU is consequently on 

track to meet this target domestically and might even over-achieve its Europe 

2020 20% greenhouse gas reduction target. 

According to Member States' projections based on existing measures, the total 

EU emissions in 2030 are estimated to be 26 % below 1990 levels. The EU 

Reference Scenario 2016 projects GHG emission reductions of 34 % by 2030. 

Hence, without new mitigation policies, the EU target agreed in Paris of at least 

40 % domestic reduction in greenhouse gas emissions by 2030 compared to 
1990 would most likely be missed. Consequently, the EU is putting in place new 

legislative instruments to meet this target7. 

 

GHG emissions reductions and progress towards targets–base year 1990- (Source of data: EEA/UNFCCC GHG 

inventories) 

 GREENHOUSE GAS INTENSITY OF THE EU ECONOMY 

 
The greenhouse gas (GHG) or carbon intensity of the economy is the ratio of 

greenhouse gas emissions to Gross Domestic Product (GDP). It is also used as a 

global sustainability indicator. The EU’s greenhouse gas emissions intensity,  

decreased by almost half between 1990 and 2015!  

The decoupling of GHG emissions and economic growth is a fact too. The EU 
continues to successfully decouple its economic growth from its emissions. 

During the 1990-2015 period, the EU’s combined GDP grew by 50 %, while total 

emissions (excluding LULUCF but including international aviation) decreased by 

22 %. 

This decoupling generated new business opportunities, new green jobs and made 

the energy system of the EU more secure and affordable. The EU has 
consistently shown that climate protection and economic growth can go hand in 

hand. 

                                          
7 Effort Sharing Regulation Proposal 20 July 2016; COM(2016) 482 final. Agricultural land use and forestry – 

LULUCF – Proposal 20 July 2016; COM(2016) 479 final. Revision of the EU ETS – phase 4 (2021-2030), 15 

July 2015; COM(2015) 337 final 
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The GHG intensity of all Member States has also been decreasing since 1990. On 

the one hand, countries like Portugal, Cyprus, and Spain reduced their intensity 

at a slower pace, and on the other Slovakia, Estonia, and Romania experienced 
the biggest reductions. As a result, the figure below shows the trend of the GHG 

intensity convergence for all MS. 

Bulgaria, Estonia, Poland, the Czech Republic and Romania are the five Member 

States with the largest greenhouse gas intensity of the economy. This reflects 

the large share of energy intensive industries in their economy and their lower 

energy efficiency, but also the importance of solid fuels in the energy mix for 
some Member States, in particular in the power generation sector. With the 

exception of Luxembourg, which imports most of its electricity, the countries with 

the lowest greenhouse gas intensity (Luxembourg, Austria, France, Denmark and 

Sweden) have a high share of low-carbon technologies (renewable and nuclear) 

in their energy/electricity mix.  

 

Greenhouse gas intensity in MS between 1990-2015 proxy data (Source: EEA, UNFCCC, AMECO database) 
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1.2 Achievement of specific policy objectives 

SO 1: A well-functioning EU carbon market, managed in-house by DG 

Climate Action via the EU ETS, aiming to further reduction of GHG 
emissions by energy power and heat generation installations, energy-

intensive industries and domestic aviation.  

The EU Emissions Trading System is a cornerstone of the EU's climate policy. It 

applies mainly to the industrial and power sectors. Between 2005 and 2015, 

emissions covered by the EU ETS, representing 41,9 % of the total emissions in 
the EU, decreased by 24 %. In 20158, greenhouse gas emissions from 

installations participating in the EU ETS are estimated to have decreased by just 

under 0.4 %. This confirms the decreasing trend over the last five years. 

Moreover, the surplus of emission allowances that has built up in the system 

since 2009 fell significantly to around 1.78 billion allowances as a result of the 
implementation of back-loading. The surplus is thus at the lowest level since the 

start of the current trading period in 2013. The back-loading postponed the 

auctioning of 400 million allowances in 2014, plus 300 million in 2015 and 200 

million in 2016. These allowances will be transferred to the Market Stability 

Reserve (MSR) which will start operating as of January 2019 and will address the 
current surplus of allowances. Following a recommendation of the European 

Court of Auditors, in September 2016 the Commission launched a study on the 

legal nature of EU ETS allowances. This study will inter alia outline the legal 

characteristics of allowances based on the current EU legislation, case law and 

the national Member Sates regime as reported in Article 21 Report under the ETS 

Directive.  
The EU ETS has a very high compliance rate: in 2016 again around 99% of the 

emissions are actually covered by the required number of allowances. Less than 

1% of the installations which reported emissions for 2015 did not surrender 

allowances covering all their emissions by the deadline of 30 April 2016. These 

(typically small) installations account for approximately 0.5% of emissions 
covered by the EU ETS. In the aviation sector the level of compliance was also 

very high: aircraft operators responsible for more than 99 % of aviation 

emissions covered under the EU ETS complied. This also includes more than 100 

commercial aircraft companies based outside EU, which operated flights within 

the EEA. 
The Commission's legislative proposal of July 2015 on revising the EU ETS for 

phase 49 is now under consideration by the Council and the European Parliament. 

Discussions are progressing well and could be concluded end of 2017. The 

proposal aims to achieve a 43 % reduction in EU ETS emissions by 2030, 

compared to 2005 levels. 

 

                                          
8 Latest data available- see Progress report of November 2016- Implementing the Paris Agreement: Progress of 

the EU towards the at least -40% target 

9 Revision of the EU ETS – phase 4 (2021-2030), 15 July 2015; COM(2015) 337 final 



 

clima_aar_2016_final  Page 26 of 70 

 

SO 2: A fair and operational framework for MS aiming for a further 
reduction of GHG emissions in the non-ETS sectors in the EU 

(agriculture, forestry, land use, buildings, transport, waste) (= EU Effort 

Sharing Decision or ESD, use of Fluorinated-gases and consumption of 

Ozone Depleting 

Substances)  

 

The preliminary findings on 

the evaluation of the 

"Effort Sharing Decision" 

(ESD) reported in last 
year's AAR were confirmed 

and presented in the Staff 

Working Document 2016 (251).  

 

There is a strong evidence that the EU is on track to meet its 2020 GHG 

emissions reduction target in the ESD sectors (transport, building, agriculture, 
small industry and waste sectors). However, because the ESD is still in the early 

stage of implementation, and because of a lack of data, there was insufficient 

evidence to quantify the overall impact of the ESD on GHG emissions.  

 

Most emission reductions have occurred from technological changes and policies 
which have resulted in increased uptake of less carbon-intensive technologies. 

This effect has been reinforced by the fact that the ESD was launched together 

with a number of other EU climate and energy initiatives as part of the 2020 

package, in particular on energy efficiency and renewable energy.  Nevertheless, 

ESD commitments can be considered to have been effective, at least partly, in 
stimulating new national policies and measures promoting effective reductions of 

GHG emissions within the ESD scope. Member State stakeholders recognised the 

important role it played in raising awareness of mitigation potential in ESD 

sectors, in establishing new national institutional and legal frameworks and in 

improving coordination across ESD sectors and between national and regional or 
local governments.  

 

In addition, the evaluation found a strong consensus among stakeholders that 

there was a continued need for an instrument such as the ESD, also for the 

period after 2020. Concerning the efficiency of the Decision, insufficient 

information was available concerning the direct costs and benefits. However, the 
evaluation found some opportunities for reducing administrative costs. Those 

findings were reflected in the impact assessment accompanying the legislative 

proposal to continue the ESD after 2020, which, for example, propose to reduce 

the administrative burden for the Commission and for the EU Member States by 

reducing the frequency of compliance checks (from an annual compliance check 
to a check organised every 5 years). 

 

The current Effort Sharing Decision, which obliges Member States to meet 

binding annual greenhouse emission targets in sectors outside the ETS except for 

land use, is applicable for the 2013-2020 period. For the 2021-2030 period, the 
Commission presented a legislative proposal in the summer of 2016 which sets 
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binding annual greenhouse gas emission targets for the Member States for 
sectors not regulated under the EU ETS10.  

 

Between 2005 and 2015, emissions outside the EU ETS decreased by 12 %. 

According to the projections submitted by Member States, 23 Members States 

are expected to meet their 2020 targets in the effort sharing sectors domestically 
with existing policies and measures. Five Member States will need to make 

additional efforts to meet their 2020 targets for the non-ETS sectors at home or 

to make use of the flexible mechanisms provided for in the Effort-Sharing 

Decision (ESD). EU leaders made recommendations to this end in June 2016 in 

the context of the European Semester (an annual cycle of macro-economic, 
budgetary and structural policy coordination in the EU). This includes transfers of 

unused emission allocations from one year to another, the use of international 

project credits or transfers of unused emission allocations between Member 

States. 

 

Regarding the latest available estimates (2015), all Member States but one 
present emissions below their annual limit. Furthermore, the comprehensive ESD 

review concluded recently that in previous years 2013 and 2014 all Member 

States but one are expected to be below their respective 2013 and 2014 targets 

under the ESD. The latter will have to make use of the flexibilities provided in the 

effort sharing decision to ensure compliance. 
 

 
 
Estimated (2015) and projected (2020) relative gap between emissions and ESD targets (in % of 2005 base 

year emissions). Negative and positive values respectively indicate over-delivery and shortfall  (as % of 2005 

base year) (Source: Climate Action Progress Report, EEA)  

 

Another legislative proposal on emissions and removals (mainly CO₂) from 

agricultural land use and forestry (LULUCF)11 which sets out a binding 
commitment for each Member State and the accounting rules to determine 

                                          
10 Agricultural land use and forestry – LULUCF – Proposal 20 July 2016; COM(2016) 479 final 

11 Effort Sharing Regulation Proposal 20 July 2016; COM(2016) 482 final 
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compliance was also presented in July 2016. The Commission proposal requires 
each Member State to ensure that accounted greenhouse gas emissions from 

land use are entirely compensated by an equivalent removal of CO₂ from the 

atmosphere through action in the sector. Land use, land use change and forestry 

(LULUCF) are in a unique position to contribute to a robust climate policy, 

because the sector not only emits greenhouse gases but can also remove CO₂ 
from the atmosphere. Therefore, it is essential to monitor the absolute change of 

net increases or net loss of sinks over the period in the Member States. At EU 

level there has been a net loss of carbon sinks for the period 2005-201412, 
mainly due to the harvested wood products category that offset the forest land 

sinks, and secondarily due to the increase of housing. At Member State level the 

situation varies widely.  

 

Net change of emissions from LULUCF 2005-2014 in MS: total and per category (Source of data: EEA/UNFCCC 

GHG inventories) 

 

SO 3: Further decarbonisation of the transport sector in the EU through 
development and implementation of harmonised policies (in cooperation 

with other relevant DGs like DG MOVE, GROW,...)  

In 2016, the Commission adopted a Strategy on low-emission mobility13 . 

This communication offered solutions for further de-carbonising (road) transport. 

Transport accounts for almost a quarter of Europe's greenhouse gas emissions14 

and is the main cause of air pollution in cities. The strategy sets a clear ambition: 
by mid-century (2050) the level of greenhouse gas emissions from transport will 

need to be at least 60 % lower than in 1990 and be firmly on the path towards 

zero. The main components of the Strategy are: 

 

-   Increasing the efficiency of the transport system by making the most of digital 
technologies, smart pricing and further encouraging the shift to lower emission 

transport modes. 

                                          
12 Latest available data 

13 COM(2016)501 of July 2016 

14 At EU level, the sector responsible for the highest proportion of GHG emissions (around 30 %) is the energy 

industry (notably power production, district heating and refineries), followed by the transport sector and 

manufacturing industry (around 20 % each) 
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-   Speeding up the deployment of low-emission alternative energy for transport, 
such as advanced biofuels, renewable electricity and renewable synthetic fuels 

and removing obstacles to the electrification of transport. 

-   Moving towards zero-emission vehicles. While further improvements to the 

fuel burning engine will be needed, Europe needs to accelerate the transition 

towards low- and zero-emission vehicles. 
 

Cities and local authorities are crucial for the delivery of this strategy. They are 

already implementing incentives for low-emission alternative energies and 

vehicles, encouraging a modal shift to active travel (cycling and walking), public 

transport and/or shared mobility schemes, such as bicycle, car-sharing and car-
pooling, to reduce congestion and pollution. 

 

DG CLIMA is working on post-2020 emission standards for cars and vans. 

Together with the Strategy, a public consultation was launched to this purpose.  

To support demand by users, the Commission is working on improving customer 

information, for example by reviewing the Car Labelling Directive (DG CLIMA). 
Meanwhile, DG CLIMA will accelerate work to curb carbon dioxide emissions from 

lorries, buses and coaches. The latter currently represent around a quarter of 

road transport carbon dioxide emissions and their share is set to grow.  

At global level, DG CLIMA will review its own domestic measure (the aviation 

element of the EU Emission Trading System) in the light of the outcome of the 
International Civil Aviation Organization's General Assembly meeting.  

And finally, the EU is also committed to securing a mandatory global agreement 

for the collection and reporting of greenhouse gas emissions from international 

shipping. The EU already has legislation in place proposed by DG CLIMA that 

requires ships using EU ports to monitor, report and verify their emissions from 
2018 onwards. 

 

Average CO₂ emissions from new passenger cars15.  

This indicator measures the average CO emissions from new passenger cars sold 
in a country in a given year, in order to observe progress towards an energy 

efficient, decarbonised transport sector. As such, it provides indications regarding 

developments of a low carbon fleet of passenger cars. The lower the value, the 

less carbon intensive new sold cars are, leading to a general improvement of the 

fuel economy. 
 

The graph below displays per Member State the change between the average 

emissions of new cars according to the test cycle at two points in time: 2005 and 

2015. The data shows that in all Member states, the average new car emits 

significantly less than ten years ago, mainly thanks to the sectorial regulation 

that limited CO₂ emissions of new cars. The CO₂ and Cars Regulation (EC) No 

443/2009 limits CO₂ emissions from new cars to a fleet average of 130 grams of 

CO₂ per kilometre (g/km) by 2015 and 95 g/km by 2021. The 2015 and 2021 

targets represent reductions of 18 % and 40 % respectively, compared with the 

2007 fleet average. 

 

                                          
15 See also KPI nr 4 
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CO2 from new cars: 2005-2015 (Source: EEA) 

 

The evaluation of 

Directive 1999/94/EC 

('car labelling 

Directive') finalised in 
2016 shows that the 

car labelling Directive 

continues to be 

relevant. There is still a need to reduce GHG emissions from road transport and 

to raise consumer awareness on fuel use and CO₂ emission of passenger cars, so 

they can make an informed decision when buying their car.  

 

Evidence shows that, since the Directive was implemented, consumer awareness 

of the information on fuel economy and CO₂ emissions has been improving 

steadily and is now medium-to-high (>75%) in many Member States. The 

evaluation concludes that the specific objectives of the Directive have been met 

to a certain extent. Its EU added value is confirmed by the evidence and was 

supported by the majority of stakeholders. 

However, the evaluation identified the following issues: 
• As the design and format of the label is not fully set in the Directive, a 

variety of approaches are used by the Member States, which in some cases 

undermined consumer understanding. 

• The increasing discrepancy between test cycle fuel consumption values, as 

used for car labelling purposes, and those experienced by consumers may have 
undermined consumers' trust in the label. 

• The scope of the Directive is limited to new cars, while used cars represent 

a much larger share of the car market and there are no specific requirements for 

alternatively-fuelled vehicles. 

 

Aviation's overall impact on climate change 

Total reported aviation emissions represented approximately 3.6 % of the EU's 

total greenhouse gas emissions in 2015. Most of these emissions originate from 

international flights. Although the average burnt fuel per passenger kilometre 

flown' went down by 19 % between 2005 and 2014, CO₂ emissions increased by 

5 % over the same period. 
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SO 4: Increased resilience of EU society against the effects of climate 
change via effective support to MS respecting the subsidiarity principle 

(adaptation)  

The 2013 EU Strategy on adaptation to climate change aims to prepare the EU 

for current and future impacts of climate change. It promotes adaptation action 

throughout the EU, ensuring that adaptation is mainstreamed across all relevant 
EU policies and securing greater coordination, coherence and information sharing 

across Member-States.  

Empowering local (urban) initiatives.  

Urban energy consumption generates about three quarters of global carbon 

emissions16. Therefore, cities play a crucial role in terms of energy and climate 
policy; they can offer wide-ranging opportunities to shift energy consumption 

onto more sustainable pathways and create local opportunities for investment 

and growth. They are also in a privileged position when it comes to meeting the 

climate change challenge, as they can encourage citizens to participate and build 

partnerships with local stakeholders. 

In June 2016, the world’s two primary city-led climate change and energy 
initiatives, the EU Covenant of Mayors and the UN Compact of Mayors, 

announced the formation of a new, first-of-its-kind global initiative of cities and 

local governments leading in the fight against climate change. The new 'Global 

Covenant of Mayors for Climate and Energy' will create the largest global 

coalition of cities committed to climate leadership, building on the commitments 
of more than 7,200 cities from 119 countries and six continents at the end of 

2016, representing more than 600 million inhabitants, over 8% of the world’s 

population.  

The Covenant of Mayors was launched in 2008 by the European Union after the 

adoption of the 2020 European Union Climate and Energy Package. Since its 
creation, it has become a mainstream European movement involving local 

authorities who voluntarily commit to contributing to the EU’s GHG emissions 

reduction objective by meeting and exceeding a 20 % CO₂ emissions reduction 

objective by 2020, through energy efficiency improvements and the use of 
renewable energy sources on their territories. The Covenant's international 

dimension includes countries from the EU Neighbourhood to the East, South and 

in Sub-Saharan countries. At the time of the 'merger' with the Compact initiative, 

6,800 cities were member. 

                                          
16 IPCC 2014, Climate change 2014: mitigation of climate change. Contribution of 

Working Group III to the Fifth Assessment Report of the Intergovernmental Panel on 
Climate Change, Cambridge University Press, Cambridge, UK and New York, NY, USA. 
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The Compact of Mayors was launched in September 2014 by UN Secretary-

General Ban Ki-moon, UN SG's Special Envoy for Cities and Climate Change 

Michael R. Bloomberg and mayors of 633 cities from global city networks. Both 
initiatives have supported participating local governments in setting ambitious 

climate reduction goals, taking ambitious action to meet those objectives, and 

measuring their progress publicly and transparently. 

The methodological framework that the Commission’s Joint Research Centre has 

produced in collaboration with city networks offers municipalities a 

comprehensive tool to support the development of climate and energy policies, 
and a coherent framework for monitoring against their objectives. 

Adaptation plans by Member States 

All 28 Member States should have adopted an adaptation plan /strategy by 2018 

for implementation by 2020. 

By the end of 2016, 21 Member States had developed a national adaptation 
strategy. In most of the remaining Member States, strategies are under 

preparation. Most Member States have yet to define and implement adaptation 

plans in vulnerable sectors. The development and implementation of monitoring 

and evaluations systems remains uneven in most EU countries. 

DG Climate Action is monitoring the rather slow progress closely. Together with 
the European Environment Agency in Copenhagen, DG CLIMA developed an 

"adaptation preparedness scoreboard", identifying key indicators for measuring 

level of readiness, discussed with the Member States in the Climate Change 

Committee's Working Group on Adaptation. DG CLIMA has started the Evaluation 

of the EU Strategy on Adaptation in January 2017 that includes a fine-tuning of 

the scoreboard as well as an analysis of the efficiency and effectiveness of the 
whole Strategy. 
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SO 5: Optimisation and sound and efficient management of financial 

incentives to support the innovation-based shift towards a low carbon 
and climate-resilient EU economy (through the EU budget and the (ETS) 

funds) (in cooperation with all DGs)  

20 % Mainstreaming 

The EU was a leading actor in achieving the Paris Agreement, which is global, 

ambitious, and binding, showing the way with its ambitious climate policies and 

the innovative approach of 'mainstreaming climate action' throughout the EU 
budget with the set objective that it should represent at least 20% of EU 

spending in the period 2014-2020 17.  

The political commitment of devoting at least 20% of EU budget to climate action 

has helped bringing the climate dimension into discussions with stakeholders on 

programme design and implementation and as such has delivered on its prime 
objective. It has also delivered a benchmark for analysing progress within and 

across instruments on the basis of a transparent methodology in the framework 

of the budgetary procedure. In addition, the EU financial instruments are 

leveraging significant investments towards the transition to a low-carbon and 

climate-resilient economy. 

With all operational programmes now in place, the current estimates show that 

the EU budget annual allocation to climate action has exceeded the 20% target 

in 2016 and will remain close to it over 2017-2020. It is set to deliver slightly 

above € 200 billion by 202018. 

                                          
17 Point 10 of the European Council conclusions of 8 February 2013 (EUCO 37/13). 

18 Communication on the Mid Term Review of the MFF 2014-20– SWD-2016-299 
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Source: SWD -2016-299 

 

LIFE programme 

The sub-programme for "Climate Action" of the LIFE programme, with a budget 

of € 860 million for the period 2014-2020, finances different activities, ranging 

from action grants to operating grants, from financial instruments to 
procurement contracts. Following the first two calls for proposals (2014 and 

2015), more than 300 project applications focusing on climate action objectives 

were received (and 65 co-financed) for traditional projects, thus confirming the 

increasing interest related to these topics all over the EU. In 2016, the third year 

of the LIFE Climate Action call for proposals, a total of 133 proposals were 

submitted by coordinating beneficiaries from 22 Member States.  The total 
available budget in 2016 amounted to € 48,015,000 for the three priority areas: 

mitigation, adaptation and governance & information. In early 2017, the 

Evaluation Committee recommended 27 proposals for funding (12 mitigation, 9 

adaptation and 6 governance information) and to place 6 projects on the reserve 

list. 

In the actions implemented by the projects, LIFE helps to improve the 

environmental and climate conditions for EU citizens and to ensure a more 

sustainable future. The results of the open public consultation showed that an 

overwhelming majority of respondents (between 94% and 99%) acknowledge 

that the LIFE programme addresses climate action needs and that the 
programme is necessary.  

The external study supporting the mid-term evaluation of the 2014-2020 

LIFE programme confirmed that the programme was at an early stage of 

implementation. The majority of projects are yet to be started and there are no 

final outcomes yet. The projects financed in 2014 started in 2015 and last, on 

average, 3-5 years. Therefore the evaluation focused mainly on the processes 
put in place and the expected results more than on the results achieved.  

According to the preliminary results presented in the external study, although 

the projects awarded are only expected to materialise in 3-5 years, the LIFE 

programme is on track to meet its targets judging from the results of similar 

projects funded under the predecessor programme. Preliminary evidence of the 
aggregated overall performance for the first two years of operation of the LIFE 

Programme suggests that 70% of the milestones indicated as targets in the 

Multiannual Work Programme 2014-2017 will be achieved.  

LIFE projects that have already started are expected, according to the external 

study, to achieve the following climate-related results:  
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- Reduction of energy consumption (about 600 000 MWh/year) by best practice 
solutions; 

- Increase the production of energy from renewable sources (about 500 000 

MWh/year from different sources); 

- Equip 35 million hectares with climate adaptation measures as well as develop 

best practice solutions for adaptation in various areas.  

The evaluation also highlights some aspects that could be improved or further 

explored, such as the simplification of grant management procedures, the need 

for increasing the strategic focus of the programme, and the improvement of the 

communication strategy to better target audiences. The preliminary results of the 

mid-term evaluation (study) will be validated by the Commission services and 
presented in a Staff Working Document that will be published in mid-2017. 

The external study extracts from the project indicator database that 61% of the 

climate change adaptation projects and over 80% of all the climate change 

mitigation projects aim to help develop innovative technologies, systems and/or 

instruments. The external monitors confirmed that this is the result of more 

emphasis on the business perspective of projects introduced in recent years 

  

Financial instruments (PF4EE and NCFF) and the NER 300 Fund 
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The Natural Capital Financing Facility (NCFF), was conceived to provide loans 

and investments in funds to support projects which promote the preservation of 
natural capital, including actions to adapt to climate change. This represents an 

innovation which, if successful, could drive the architecture of natural capital 

financing across the world. Several operations have been scrutinised according to 

the criteria jointly defined by the Commission and the EIB in a Delegation 

Agreement. Some have been found not to provide sufficient contributions to 

biodiversity protection and climate adaptation and / or not to be mature enough 
for bank financing. In December 2016, eight new operations with an overall 

budget of EUR 47.5 million EUR were under EIB screening and the first two 

loans/equity investments are expected to be granted in 2017. 

ThePF4EE, the financial instrument for energy efficiency, is delivering! 

PF4EE, the Private Finance for Energy Efficiency instrument, is aimed at addressing the 
limited access to adequate and affordable commercial financing for energy efficiency 
investments. Funded through LIFE (EUR 80 million for 2015 - 2017) it is implemented by 

the EIB through financial intermediaries such as commercial banks, by combining three 
elements:  

• Risk Sharing Facility that allows for access to finance and/or lower pricing, longer 

maturities 
• Long-term loans from EIB for energy efficiency, which financial intermediaries on-
lend to final recipients in order to further improve their financing conditions 
• Expert Support Facility to help financial intermediaries effectively assess energy 

efficiency projects and to develop more fitted financial products for energy efficiency 
investments, thus also building up capacity in this new market segment 

At the outset of PF4EE, support of total investment up to EUR 540 million was expected. 

However, following the operations signed in 2015 and 2016 and in view of the pipeline, the 
EIB now targets to achieve EUR 1 billion of new investments in energy efficiency during the 
2014 – 2017 pilot phase (EUR 430 million from EIB and EUR 570 million from financial 

intermediaries), covering 10 Member States.  

The 6 deals signed by the end of 2016 are the following: 

• Komercni Banka, Czech Republic: EUR 75 million worth of energy efficiency loans for 
corporates and lighting systems for buildings and industrial sites 

• Banco Santander, Spain: EUR 50 million worth of energy efficiency loans for hotels 
and other touristic buildings 
• Credit Cooperatif, France: EUR 75 million worth of energy efficiency loans for SMEs 

and building renovation 
• BELFIUS, Belgium: EUR 75 million worth of targeted energy efficiency loans for 
SMEs 

• Banco BPI, Portugal:  EUR 50 million in targeted loans for businesses 
• BPER, Italy: EUR 50 million worth of energy efficiency loans for private sector 

While operations on the ground have been implemented only in the Czech Republic and 
Spain so far, the strong interest by banks indicates the underlying market demand and thus 

the potential for scaling up. In fact, PF4EE is contributing to creating a new financial product 
in the market targeting energy efficiency and consequently directly contributing to the de-
carbonisation of our economy, in line with the COP21 goals. 

At the end of 2016, EIB loans committed and disbursed amount to EUR 375 million and EUR 
35 million respectively. As for the average leverage at the end of 2016, it is 9.8 (calculated 
as EIB / European Commission contribution) 
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The NER 300 programme is an off-budget fund, providing financial support to 
innovative renewable energy and carbon capture and storage (CCS) 

demonstration projects. NER 300 is funded by the EU Emissions Trading System 

(monetisation of 300 million allowances from the New Entrants Reserve) and 

hence is not a part of the EU budget. The governance structure is robust and 

includes the Commission and its services (with a supervisory, decision-making 
role), the EIB acting as agent for the Commission (in charge of due diligence 

checks, monetisation of ETS allowances, asset management) and Member States 

(which have disbursement and reporting obligations that ensure compliance with 

sound financial management principles)). 

By the end of 2016, NER 300 funds had been awarded to 39 projects (38 
renewable energy projects and 1 CCS project) in 20 Member States. Support 

from NER 300 could accumulate up to a total of €2.1 billion. Given the 

challenging economic and policy context since NER 300 was designed in 2010, 

several projects have found it difficult to raise sufficient financial support. To 

date, only 13 first call projects have reached the final investment decision, 

including 3 projects which are operational. This means that the Programme has 
so far enabled about € 3.9 billion worth of investment. However, possibly a 

quarter of funds awarded under the first call (some € 550 million) may remain 

undisbursed and may need to be re-allocated.  

The 3 projects already operational and delivering green energy in Europe are: 

o The Italian BEST biofuels project, which turns selected energy crops into 
second generation biofuels. It uses giant cane and wheat straw to produce 

ethanol, with an annual production capacity of 51 million litres. 

o The German Verbiostraw bioenergy project, which turns agricultural 

residue into biogas. It uses 40,000 tonnes of straw to deliver 136 gigawatt hours 

of biogas annually. The biogas is fed into the natural gas network or used as 
biofuel for natural gas vehicles. 

o The Swedish Windpark Blaiken project, which has developed a 225 MW 

wind farm in an arctic climate with turbines equipped with an innovative de-icing 

system. 

SO 6: Implementation of the Energy Union Strategy towards an 

enhanced climate and energy governance mechanism including 
streamlined reporting and planning post 2020 (coordination with DG 

ENER)  

The Energy Union Framework Strategy, adopted by the EU Heads of State in 

February 2015, will require major investments in generation, networks and 

energy efficiency, estimated at some € 200 billion annually in the next decade. In 
December 2016, a comprehensive energy package was adopted by the 

Commission aimed at managing the modernisation of the economy, placing 

energy efficiency first and pursuing the ambition to become world number one in 

renewable energies while providing a fair deal to consumers.  
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As part of this package, the Commission adopted a proposal for a Regulation19 
aimed at reducing unnecessary administrative burden in line with the Better 

Regulation Agenda. This proposal aligns planning and reporting requirements 

with the Energy Union Framework Strategy, and sets up a streamlined 

governance process for the Energy Union. 

DG CLIMA 
collaborated with DG 

ENER in the 

preparation of a 

'fitness check' 

assessing the 
consistency and 

administrative burden 

of planning, reporting and monitoring obligations within the EU Energy acquis 

and links with climate legislation. Those obligations provide the Commission with 

the data needed to monitor the correct implementation of EU legislation. 

The purpose of the fitness check was to assess whether those obligations are fit 
for purpose and to identify the potential for simplification. It shows that efficiency 

could be enhanced by reducing the administrative burden of some obligations on 

Member States and on the European Commission. It found possibilities to 

improve the coherence and consistencies between those obligations and to make 

full use of possible synergies. These results helped to determine which 
obligations are suitable for being streamlined and merged, and which were 

suitable to be kept separate in sectorial legislation or even repealed from the 

energy or climate acquis. 

In the climate legislation, a single framework approach was already established, 

following an earlier streamlining exercise, incorporating planning and reporting 
requirements in the Monitoring Mechanism Regulation (MMR). Therefore, for the 

22 obligations stemming from the MMR, the recommendation of the fitness check 

is to repeal one obligation and to integrate the remaining 21 obligations into the 

Governance Act. This recommendation is reflected in the impact assessment and 

legislative proposal on Energy Union Governance adopted end 2016. Finally, 

procurement procedures for contracts are being prepared for projects that will 
assist and facilitate the work of the MS in designing their national energy 

efficiency plans.  

 

SO 7: Ambitious contribution to effective international negotiations 

(including bilateral cooperation and climate diplomacy) on climate 
(UNFCCC, Kyoto, Paris, ICAO, IMO) and ozone layer (Montreal) related 

matters (in cooperation with other DGs and the EEAS) 

- The EU, leading the 'High-Ambition Coalition', was a major player in the 

successful negotiations for a new historic legally binding global climate 

agreement by 196 parties at the UN climate conference in Paris on 12 
December 2015 (COP21) to keep global temperature increase well below 2 °C.   

                                          
19 COM(2016) 759 final 
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The EU signed the Paris Agreement on climate change on 22 April 2016 in New 
York. A speedy ratification of the Paris agreement on 5 October 2016 enabled the 

entry into force of the Agreement on 4 November 2016, just days ahead of the 

UN climate conference in Marrakech, Morocco. The first meeting of the Parties to 

the Paris Agreement (CMA 1) also opened during the latter conference. 

The Marrakech climate conference from 7-18 November 2016 demonstrated 
that the shift to a global low-carbon economy is underway. The EU expected 

tangible progress on key elements of the Paris package, including on access to 

finance for developing countries and on establishing and strengthening the skills 

and processes needed in developing countries to implement their domestic 

climate plans. The EU and its Member States are the biggest contributors of 
public climate finance to the developing countries. Together they provide around 

a third of public funding available for action to tackle climate change and account 

for almost half of the pledges in the Green Climate Fund. The summit highlighted 

a call for strong EU leadership. It was the occasion for constructive discussions 

with China, which seems determined to implement the Paris Agreement.  

The Marrakech conference exemplified the shift in focus of the process, moving 
from intergovernmental negotiation to showcasing of best practices and action. 

Around 1200 events focused on different initiatives, partnerships and platforms, 

including a remarkable mobilisation of African partners. The EU side was also 

very visible, with DG CLIMA in the lead for more than 100 events being 

organised and Commission services collaborating successfully.  

Key deliverables included the sustained momentum and global determination, as 

evidenced by the "Marrakech Action Proclamation", the strong evidence of 

solidarity and action (e.g. on climate finance, the adaptation fund and capacity 

building) as well as the steady progress on the Paris rulebook, which should be 

delivered by 2018.  DG CLIMA and the EU will keep on paving the way like in the 
past. 

- On 15 October 2016 the EU welcomed the agreement reached in Kigali, 

Rwanda, (DG CLIMA present) on a global phase-down of climate-warming 

hydrofluorocarbon gases (HFCs). Global cumulative benefits would amount to 

a reduction of the equivalent of 79 gigatonnes (Gt) of CO₂ by 2050 and 127 Gt 

CO₂eq over 40 years. The 197 Parties (196 Countries + the EU) to the Montreal 

Protocol agreed to the amendment to bring HFCs within the scope of this 

international treaty that has been so successful in phasing out ozone depleting 
substances that were used in the same sectors. This agreement represents a 

significant step forward in implementing the Paris Agreement on climate change.  

The amendment establishes a rapid pathway for the phasedown, with most 

Article 2 Parties (industrialised countries) reducing HFCs by 10 percent by 2019 

and by 85 percent by 2036 relative to production and consumption levels in 
2011-2013.  The vast majority of Article 5 Parties (developing countries) – 

including China and Latin American, African, and island nations – will follow soon 

after on a similar trajectory, with a freeze by 2024 and then ultimately a 

reduction of 80 % by 2045 relative to production and consumption levels in 

2020-2022. In addition, Parties came together to accommodate the national 

circumstances of a small number of countries by agreeing to flexibilities to meet 
the demands of a global HFC phasedown.  This small group of countries will 

freeze their consumption by 2028.  
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The European Commission will provide € 3 million for early action on HFCs in 
Latin American and Caribbean countries. This is on top of the € 8 million the 

Commission is already providing for similar projects in Africa, Southeast Asia and 

the Pacific. EU Member States currently provide approximately half of the total 

funding in the Multilateral Fund which helps developing countries comply. 
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2. ORGANISATIONAL MANAGEMENT AND 
INTERNAL CONTROL 

This section answers to the question how the achievements described in the previous 
section were delivered by the DG. This section is divided in two subsections. 

The first subsection reports the control results and all other relevant information that 
support management's assurance on the achievement of the financial management and 

internal control objectives. It includes any additional information necessary to establish 

that the available evidence is reliable, complete and comprehensive; appropriately 
covering all activities, programmes and management modes relevant for the DG.  

The second subsection deals with the other components of organisational management: 
human resources, better regulation principles, information management and external 

communication. 

2.1 Financial management and internal control 

Assurance is an objective examination of evidence for the purpose of providing an 
assessment of the effectiveness of risk management, control and governance processes.  

This examination is carried out by management, which monitors the functioning of the 

internal control systems on a continuous basis, and by internal and external auditors. Its 
results are explicitly documented and reported to the Director-General. The reports 

produced are: 

 the annual reports by AOD and AOSDs in which all financial actions are verified  

 the reports from Authorising Officers in other DGs managing budget appropriations in 
cross-delegation;  

 the reports on control results from entrusted entities in indirect management as well 
as the result of the Commission supervisory controls on the activities of these bodies, 

and participation as observer in the management board meetings of the Executive 

Agency for Small and Medium-sized Enterprises (EASME);  

 the contribution of the Internal Control Coordinator, including the results of internal 

control monitoring at the DG level;  

 the reports of the ex-post audit function;  

 the observations and recommendations reported by the Internal Audit Service (IAS);  

 the observations and the recommendations reported by the European Court of 

Auditors (ECA);  

 DG Climate Action and DG Environment's permanent Advisory Committee on public 

procurement (ENVAC) and its annual review reports;  

 DG Climate Action's Risk Advisory Committee;  

 Periodic reports and dashboards to management on resource issues. 

Systematic analysis of the evidence provided in these reports provides a sufficient 
guarantee of the completeness and reliability of the information reported and results in a 

complete coverage of the budget delegated to the Director-General of DG Climate Action. 
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This section reports on the control results and other relevant elements that support 
management's assurance. It is structured into (a) Control results, (b) Audit observations 

and recommendations, (c) Effectiveness of the internal control system, and resulting in 
(d) Conclusions as regards assurance. 

2.1.1 Control results 

This section reports and assesses the elements identified by management that support 

the assurance on the achievement of the internal control objectives20. The DG's 
assurance building and materiality criteria are outlined in the AAR Annex 4. Annex 5 

outlines the main risks together with the control processes aimed to mitigate them and 

the indicators used to measure the performance of the control systems. 

Operational structure 

At 31/12/2016, DG CLIMA had 188 staff members (including external personnel) and the 
support of the Resource Directorate shared with DG Environment which consists of 96 

staff members. The DG is structured around three Directorates, which receive various 
administrative and financial support services from the Shared Resource Directorate. 

  
A reorganisation took place on 1 January 2016 in order to streamline the activities of the 

DG following the Climate Change Conference in Paris and to respond to upcoming policy 

priorities. The high-level organisation chart of DG CLIMA at the end of 2016 is the 
following:  

 

Financial overview 

The budget of DG CLIMA is mainly implemented through direct centralised management. 
The 2016 commitments and payment appropriations amount to €118.1 million and 

€59.25 million respectively. The table below gives an overview of the budget 
implementation at 31/12/2016: 

 

Financial overview DG CLIMA:  

                                          
20 Effectiveness, efficiency and economy of operations; reliability of reporting; safeguarding of assets 

and information; prevention, detection, correction and follow-up of fraud and irregularities; and 
adequate management of the risks relating to the legality and regularity of the underlying 
transactions, taking into account the multiannual character of programmes as well as the nature of 
the payments (FR Art 32). 

Director-General 

J.Delbeke 

A. International & 
Mainstreaming 

B. European & International 
Carbon Markets 

EU Emission Trading System (EU ETS)  

C. Climate Strategy, 
governance and emissions 
from non-trading sectors 

SRD - Shared Resource 
Directorate (ENV/CLIMA) 

HR,  budget and finance, internal control, 
logistics, document management  

publications 
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Expenditure (M EUR) 
2016 

Commitment 
Appropriations 

Committed 
31/12/2016 

2016 Payments 
Appropriations 

2016 Payments 
authorised 

Administrative expenditure (34 01 02) 1.69 1.69 1.86 1.48 

LIFE & Completion LIFE (34 02-01, -02, -
03, -51)* 

43.76 43.7 29.43 20.82 

LIFE support expenditure (34 01 04 01) 3.28 3.21 5.65 2.92 

Multilateral Climate. Agreements or 
MCA (34 02 04) 

.88 .88 .88 .88 

Preparatory Actions (34 02 77 01) . . 1.49 1.36 

Sub-total  49.61 49.48 39.31 27.46* 

Cross Sub-delegation DEVCO (21 02 07 
01, 21 02 51 06) 

5.01 5.01 9.75 9.75 

Cross Sub-delegation TRADE (20 02 01) .01 .01 . . 

Cross Sub-delegation NEAR (22 01 04 
01, 22 02 04 02) 

.5 .01 . . 

Sub-total subdelegations received 5.52 5.03 9.75 9.75 

Delegated to Agency EASME (3402-01, -
02, -03) 

67.97 67.97 19.93 19.93 

GRAND TOTAL 123.1 122.48 68.99 57.14 

*In annex 3, table 2: outturn on payment appropriations in 2016, the figure of total payments 

made in 2016 is € 25.95M. The difference of € 1.51M stems from the co-delegations from CLIMA to 
DGs DIGIT, COMM, and DGT, which are accounted for in the sub-total of the table above (€ 27.46 
M).   
 

Under implementation of payment appropriations: Under the financial instrument 
PF4EE, for which the budgetary commitment has reached €70M by the end of 2016 (of 

which €12.5M on 34 02 02), 3 new operations were signed only end December 2016, 
finally resulting in payments into collateral accounts in 2017. Consequently, the amounts 

available on the EIB account were enough to cover their needs for 2016. Creating 
excessive balances on fiduciary accounts in the EIB would not have been sound financial 

management, so the decision was made not to proceed with further payments at year 

end. DG CLIMA offered to make available the unused payment appropriations in the end-
of-year transfer, but the proposal was unfortunately not accepted. 

 

As shown in the table below, the major part of the budget managed by the DG (LIFE action 

grants) is implemented though a delegation to EASME. The remaining operational budget is 
implemented through partly decentralised circuits involving the finance Unit of the Shared 

Resources Directorate (SRD2) and the operational units.  
 

Overview of financial circuits for payments authorised in 2016: 

Financial circuit Expenditure M EUR 

Centralised 
Administrative 

expenditure  
1.48 
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Partly decentralised   
Preparatory Actions, 
MCA , procurement, 

Financial Instruments 
23.69 

Partly centralised /Co and cross sub-delegations 
received from other DGs  

Cross sub-delegations 
from  DG DEVCO, DG 

TRADE 
9.75 

Cross sub-delegations given other DGs  
Cross sub-delegations 

to DG EMPL, ENV, 
ESTAT, DIGIT 

2.3 

Externalisation/delegation  to EASME  LIFE action grants 19.93 

  Total 57.15 

*The delegation to EASME is considered a horizontal co-delegation which means that the 
implementation of appropriations in the same line is shared between DG CLIMA and EASME. AODs 
implement their appropriations independently and each AOD is therefore responsible for requesting 
the appropriations he deems necessary for implementation when the draft budget is drawn up, and 

for carrying out the work programme. He must therefore also account for their use in his annual 
activity report (AAR). 

Cross sub-delegations 

DG CLIMA is managing a small number of actions under cross sub-delegation agreements 
with DG DEVCO (GPGC- Global Public Goods and Challenges). The GPGC is part of the 

EU’s response to helping developing countries tackle increasing environmental and 
climate challenges and contribute to the achievement of the global Sustainable 

Development Goals (SDGs). Through the GPGC, the EU has dedicated resources to help 
developing countries and partner organisations address environmental and natural 

resource and climate management issues. 

 

DG CLIMA has entrusted parts of its budget to other DGs through cross-delegations (DGs 

ESTAT, ENV, EMPL, DIGIT). In all these cases, the DG's supervision arrangements are 
based on a memorandum of understanding with delegated DGs and defined reporting 

obligations. All delegated AODs have given assurance in their reports on the correct use 
of funds.  

Fund Management Center Committed Paid 

CLIMA/EMPL 28.947 14.000 

CLIMA/ENER 2.000.000 0,00 

CLIMA/ENV 10.110.862 44.345 

CLIMA/ESTAT   592.423 

CLIMA/JRC 173.736 129.340 

CLIMA/COMM 18.750 0,00 

CLIMA/DGT 53.913 13.786 

CLIMA/DIGIT 1.702.070 1.504.561 
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Total 14.088.280 2.298.455 

 

BUDGET IMPLEMENTATION TASKS ENTRUSTED TO OTHER SERVICES AND ENTITIES  

Executive Agency for Small and Medium-sized Enterprises based in Brussels 
(EASME): Since 2014 DG CLIMA has been responsible for management of the Climate 

Action sub-programme under LIFE21 ,the newly established "Programme for the 
Environment and Climate Action (LIFE)" for 2014-2020. At the same time DG Climate 

Action, in accordance with the Commission's commitment to simplify the management of 

financial programmes (including LIFE), externalised management of implementation to 
an existing Executive Agency. Therefore, around two-thirds of the Climate Action part of 

LIFE allocated to action grants (projects) in the MS is managed by EASME, the Executive 
Agency for Small and Medium-Sized Enterprises. The remaining part is used for two 

financial instruments managed by the European Investment Bank, EIB. 

In order to ensure close cooperation between the DG and EASME, a memorandum of 

understanding has been signed by both parties. DG Climate Action supervises the work 
externalised through regular reports received and ad hoc contacts with the Agency. 

Furthermore, DG Climate Action also plays a direct role in processes such as the definition 

of the annual work programme of the agency, in collaboration with other parent DGs, or in 
the evaluation of some projects. The DG participates as observer in the Agency's Steering 

Committee meetings and as member of Task-Force-Meetings that are held regularly. 
Furthermore the Agency produces and disseminates half-year reports as foreseen in the 

Memorandum of Understanding.  

European Investment Bank (EIB) in Luxembourg: In December 2014, two new 

financial instruments with the EIB were launched with the EIB: the Natural Capital 
Financing Facility (NCFF), aimed at financing projects promoting the preservation of 

natural capital, including adaptation to climate change, and the Private Finance for 

Energy Efficiency (PF4EE) financial instrument which aims to increase private financing 
for investments in energy efficiency projects. 

For NCFF, the EIB will contribute a total budget for the Investment Facility of €100 – 125 
million for 2014-2017. DG Environment and DG Climate Action equally contribute an 

amount of €50 million as a guarantee for the investments, and €10 million for a support 
facility. A first payment to EIB amounting to €3,250 M was made in December 2014. In 

2015, there two further payments (January and May) were made amounting to a total of 
€8,500 M. Due to a slower than expected implementation of NCFF there was no payment 

made in 2016. However, progress is expected in 2017. The Natural Capital Financing 

Facility( NCFF), was conceived to provide loans and investments in funds to support 
projects which promote the preservation of natural capital, including actions to adapt to 

climate change. This represents an innovation which, if successful, could drive the 
architecture of natural capital financing across the world. Several operations have been 

scrutinised according to the criteria jointly defined by the Commission and the EIB in a 
Delegation Agreement. Some have been found not to provide sufficient contributions to 

biodiversity protection and climate adaptation and / or not to be mature enough for bank 
financing. In December 2016, eight new operations with an overall budget of EUR 47.5 

million EUR were under EIB screening and the first two loans/equity investments are 

expected to be granted in 2017.  

The Private Finance for Energy Efficiency (PF4EE) financial instrument under the LIFE 

programme aims to increase private financing for investments in energy efficiency 

                                          
21 Regulation 1293/2013 
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projects. The Commission has committed €80 million for 2014-17 anticipating an 8-fold 
leverage effect. The target final recipients for the PF4EE could include Small and Medium-

sized Enterprises and private individuals (e.g. house or hotel owners), small 
municipalities or other public sector bodies undertaking small energy efficiency 

investments, capable of using energy savings to repay up-front borrowing. In terms of 
payments made, a first payment to EIB amounting to €6 M was made in December 2014. 

A second payment, amounting to €6,13 M, was done in July 2015 and an additional 
payment of €7 M in July 2016. Up to the end of 2016, the EIB has signed operations with 

six Financial Intermediaries coming from Czech Republic, Spain, France, Belgium, 

Portugal and Italy.   

The Commission has put in place control and monitoring processes in order for the 

Commission to verify whether the internal control system set up by the EIB is efficient 
and effective. For instance, Commission management (Directors and Heads of Unit of 

both DGs) participate in the Steering Committees, and financial statements and 
operational reports are provided twice a year by the EIB and scrutinized by the financial 

unit in the SRD and by the operational unit in DG CLIMA. In addition, where appropriate, 
the Commission may perform on-the-spot checks of the Financial Intermediaries or Final 

Recipients on representative and/or risk-based samples of transactions. 

 

Management's assessment  

a) Budget coverage 

The Standing Instructions22 provide that the assessment by management should cover 

the DG's significant budget areas. 75% of payments authorised in 2016 relate to ABB 
activity 3402 (Climate action at Union and international level) and 8% relates to the 

budget chapter 3401 (Administrative expenditure). The remaining 17% of operational 
funds are grants channelled through the cross sub delegation with DG DEVCO. As shown 

in the table below, the payments authorised and made in 2016 amount to €57.15 million. 

Apart from the action grants of € 7.32 million sub-delegated by DEVCO, € 0.2 million of 
grants under LIFE Regulation, as well as the € 19.93 million delegated to EASME, all 

payments were implemented through procurement. The control strategies for 
procurement under ABB activity 34 02 are further explained in the Internal Control 

Templates in Annex 5. 

Overview of payments authorised in 2016: 

Expenditure M€ Grants Procurement 
Total Payments 

made in 2016 
% 

Administrative expenditure (34 01 02)   1.48 1.48 3% 

LIFE & Completion LIFE (34 02-01, -02, -03, -51) .2 20.62* 20.82 36% 

LIFE support expenditure (34 01 04 01)   2.92 2.92 5% 

Multilateral Env. Agreements (34 02 04)   .88 .88 2% 

Preparatory Actions (34 02 77 01)   1.36 1.36 2% 

Sub-total  .20 27.26 27.46 48% 

Cross-delegation DEVCO  7.32 2.43 9.75 17% 

Cross-delegation TRADE . . . 0% 

Cross Sub-delegation NEAR (22 01 04 01, 22 02 04 
02) 

. . . 0% 

Sub-total subdelegations received 7.32 2.43 9.75 17% 

Delegated to Agency EASME (3402-01, -02, -03) 19.93 . 19.93 35% 

                                          
22 ARES(2012)1240233 



 

clima_aar_2016_final  Page 47 of 70 

 

GRAND TOTAL 27.45 29.69 57.14 100% 

* €7 million out of the €20.62 million is related to financial instruments 

b) Key control indicators 
 

The assessment by management is based on the results of key controls performed in 
2016, notably ex-ante controls and controls during project implementation. The table 

below shows the most relevant quantitative control indicators for 2016 compared to 2015 
and 2014: 

Key control indicators: 

1. Input indicators (resources 
devoted) 

2016 2015 2014 

Ex-ante financial initiation (FTE) 1.5 1.5 2 

Ex-ante financial verification 

(FTE) 
1.25 1.25 1 

Controls at ENVAC meetings and 
programming 

0.5 0.5 0.5 

SIAC (till 02/2015)/ IAS (FTE) 0.5 0 1 

2. Output indicators (controls 

during project implementation)  
2016 2015 2014 

Procurement ex-ante: number of 

rejected/adjusted commitments 
6.69% 5.76% 7.1% 

Procurement: number of 
procurement files reviewed by 

ENVAC  

9 6 8 

Procurement: number of negative 
opinions by ENVAC  

0 0 0 

Number of exceptions registered 

(ICS 8) 
1 4 1 

3. Other indicators 2016 2015 2014 

Number of payments exceeding 
legal delays 

 

25/346=7.23% 
12/369=3.25% 

19/358 = 

5.3% 

Number of European Ombudsman 
cases 

 

0 0 0 

Number of OLAF cases 

 

0 0 0 

 

Detected error rate 0.44% 1.24% 1.45% 

Residual error rate 0.003% 0.08% 0.144% 

Average error rate 0.01% 0.087% 0.152% 

 

Notes to the control indicators: 
 Ex-ante controls (procurement): The resources allocated to control have remained relatively 

stable in 2016. The reviews performed by the ENVAC are highly important. The number of files 

reviewed was increased again to 9 in 2016 compared to 6 in 2015, 8 in 2014 and 9 in 2013, as a 
2015 file has been assessed in 2016, but there have been also some cancellations of planned 
actions and DG CLIMA made more use of its own Framework Contracts concluded in 2011, 2012 

and 2013, but also Framework contracts from other DGs notably DIGIT, RTD, ENV and MOVE, so 
that a significant number of commitments were made as specific contracts under a framework 
contract. Following the recommendations of an IAS audit of DG CLIMA procurement in 2016, from 
2017 the ENVAC mandate will include the assessment of a sample of procedures for establishing 

specific contracts under Framework contracts. No negative ENVAC opinions were issued in 2016 
on DG CLIMA files. However, a number of procurement files were fine-tuned following on ENVAC’s 
recommendations. Standard verification controls in the financial circuit (ie non-ENVAC) 

contributed to other, non-significant adjustments, for a number of files concerning both 
procurement and administrative budget expenditure (conferences, meetings, etc.). 
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 IAS (FTE): there is one staff member in the finance Unit of the Shared Resources Directorate 
who follows and coordinates the work necessary to implement recommendations and draft action 
plans in response to the audits performed by the Internal Audit Service.  

 Exception reporting: The number of recorded exceptions (1 case) remains low. The analysis of 

the reported case does not point to any material weaknesses in the internal control system and 
the case has been addressed promptly by mitigating actions.  

 Payment delays: The number of DG CLIMA payments in 2016 (346) decreased slightly 

compared to 2015 (369 payments). In 2016 however, 7.23% of all DG CLIMA's payments were 
paid late as compared to the legal deadlines, which is a less positive result compared to 2015 
(3.25%). In monetary terms, late payments in 2016 accounted for 30% of the total amount paid 

(compared to 9% in 2015 and to 6.1% in 2014). The main reason for the increase in the amount 
of late payments in DG CLIMA in 2016 were several large late payments on grants to 
international organisations under the GPGC programme of DG DEVCO and payments for the 
financial instruments. In 2017 additional efforts will be made to decrease again these payment 

delays and re-establish the positive trend.  

ALL DELEGATED AODS HAVE GIVEN ASSURANCE IN THEIR REPORTS ON THE CORRECT USE OF FUNDS. 

 

Conclusion  

Budget implementation tasks entrusted to other services and entities in DG CLIMA 

concerns the executive agencies (EASME) and the EIB for the financial instruments 
Natural Capital Financing Facility (NCFF) and Private Finance for Energy efficiency 

(PF4EE).  

For the 2016 reporting year, the cross-delegated Authorising Officers by Delegation have 

reported reasonable assurance on the delegated budget managed by them. They have 
not signalled any serious control issues. 

In 2016 EASME launched the call for proposal for action grants and for operating grants 

to NGOs, with an aim to help implement and shape EU policies on environment and 

climate change. Altogether almost 1000 proposals were evaluated, out of which almost 
220 received funding. In particular capacity building projects, a new feature under LIFE, 

started in the beginning of the year which should help Member States with low uptake 
rates, to increase the capacity to submit more and higher quality applications in the 

given Member State.  

EASME was also the subject of an audit of IAS covering the preparedness of the 

management and control system for LIFE 2014-2020. In January 2016, the Agency 
received the Final Audit Report, which concluded that the Agency had successfully 

implemented its objectives for LIFE in 2014 but proposed 3 very important 

recommendations. EASME accepted all the recommendations included in the audit report. 
According to the IAS opinion, the revised action plan for LIFE audit is satisfactory [2]. The 

Agency has already started working on the mitigating control actions to tackle the risks 
identified by the IAS. This report was sent to DG CLIMA which considers that it reinforces 

the assurance given by the agency.  

DG CLIMA is satisfied with the governance structure of EASME and the dialogue and 

cooperation established. 

EIB sent its anti-fraud strategy to CLIMA in 2015. However for NCFF no projects have 

been signed so far and so the risk of irregularity or loss of assets is equal to zero for this 

year. For PF4EE, six agreements were signed with financial intermediaries but no final 
recipient has been selected so far. 
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Coverage of the Internal Control Objectives and their related main 
indicators 

 Control effectiveness as regards legality and regularity 

DG CLIMA has set up internal control processes aimed to ensure the adequate 
management of the risks relating to the legality and regularity of the underlying 

transactions, taking into account the multiannual character of programmes as well as the 
nature of the payments concerned. The control objective is to ensure that the final 

amount at risk related to payments authorised in 2016 does not exceed 2% of the 

amount in ABB activity 34 02. As DG CLIMA was managing a very small number of grants 
under the former ENRTP and the new GPGC programmes of DG DEVCO in 2016, ex-post 

audits aiming at detection and correction of potential fraud, errors and irregularities are 
carried out only on request, in cases where there is suspicion of fraud or irregularity. No 

such cases were indicated in 2016. Nevertheless, to obtain a conservative estimate we 
have used an error rate based on ex-post audits of LIFE+ grants managed by DG 

Environment. This is justified because the control environment for LIFE grants managed 
by DG ENV and DG CLIMA is similar. 

Estimation of the Detected Error Rate (DER), the Amount at Risk, and the 

residual error rate (RER)  

The ex-post audit team sampled 32 of the 273 LIFE grants for which final payment was 

made throughout 2015. Finally, 30 out of the 32 grants sampled were audited, which 
represents audit coverage of 11% of the number of projects closed in 2015 and 21 % of 

the total value of those grants. The sample is based on a random selection through the 
MUS methodology (Monetary-Unit Sampling). The detected error rate (DER) of 0.44% is 

therefore a reliable estimate. 

A comparison with the previous years is possible as the audit selection process has been 

consistent for years. On top, in the last 5 years, a total of 150 so-called MUS audits have 

been performed. This large number of audits provides strongly reliable estimation for the 
error rates.  

A multi-annual comparison of the yearly Detected Error Rates shows that rates are low 
and declining: 

 
Audit year - AAR 
year 

  2012 2013 2014 2015 2016 Cumulative 
figures 

1 DER of that year   2.27% 2.32% 1.45% 1.24% 0.44% n/a 

2 Auditable population Amounts 100,544,702 71,342,258 92,613,550 131,938,211 210,942,654 607,381,375 

   N° of grants 127 105 133 165 273 803 

3 
Selected randomly 
and audited Amounts 53,611,490 35,541,456 43,387,239 39,542,925 44,383,526 216,466,636 

   N° of audits 30 32 29 29 30 150 

4 
Sample 
representativeness % amount 53% 50% 47% 30% 21% 36% 

5 
Recommended 
Recovery Amounts 1,216,981 826,198 630,359 491,476 196,723 3,361,917 

   % of audited 2.27% 2.32% 1.45% 1.24% 0.44% 1.55% 

6 
DER applied to 
auditable population B 2,282,365 1,658,425 1,345,552 1,639,849 934,970 7,861,161 

7 
Recoveries issued 
the audit year C 1,600,353 37,389 908,976 478,912 699,225 3,724,855 

8 

Average recoveries 
expressed as a 
percentage of 
auditable population 0.6%       

9 Net result B-C=D 682,012 1,621,036 436,577 1,160,937 235,745 4,136,306 

10 RER 
D / auditable 
population 0.68% 2.27% 0.47% 0.88% 0.11% 0.68%% 
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DER RER 

Average figure 1.54% 0.88% 

Weighted by auditable population 1.29% 0.68% 

 

The current low error rates are the result of: 

- Ex-ante controls, including good guidance from the start of the project, on-the-spot 

monitoring during the projects, and meticulous checks before final payments; 

- Ex-post verifications, which covered a high proportion of grants and amounts, thus 

probably deterring fraudsters. 

Good articulation of ex-ante and ex-post controls over time has also been decisive. The 

best example was when ex-post auditors analysed the causes of errors and detected that 
personnel costs were the most likely to be at risk: the ex-ante controllers adopted the 

conclusions and improved, as early as 2010, their guidance for timesheets. This decision, 
the result of internal cooperation, proved to be decisive in leading to a lower error rate. 

In the near future, one can expect that the DER will not decrease further but will remain 

stable below 2%. 
 

In line with the AAR Standing Instructions, the detected error rate (DER), the amount at 
risk, and the residual error rate (RER) have been calculated as follows:   
 

   

Calculation step  Result Explanation 

A. Detected error rate 
(DER):LIFE grants  

0.44% 
Error rate based on ex-post audits of 
grants of the former LIFE+ programme 

B. Apply DER to amount paid to 

LIFE Grants in 2016- Amount 
at risk  LIFE grants ABB 3402 

      € 

893.52 
 

Detected error rate of 0.44% applied to 
the total amount of LIFE grant payments 

authorised in 2016 for DG CLIMA (€ 

203,072.10) 

C. Deduct Recovery Orders 

(ROs) 

€ 0.00 Recovery orders issued in 2016 related to 

audits in previous years, which reduce the 
amount unduly paid in 2016. 

  

D. Net result      €893.52  The final (net) amount at risk is € 893.52. 

E. Residual error rate (RER) 

under ABB Activity 3402 
0.003% 

The final (net) amount at risk (€893.52) 

divided by the total payments under ABB 
activity 34 02/ 34 01 in 2016 (€ 

25,952,244.1223) gives a residual error 
rate of 0.003% which is below the 

materiality level of 2% 
 

 

Notes to the calculation table:  

                                          
23 Amount as per Annex 3, table 2: Outturn on payment appropriations in 2016. 
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1. The amount at risk for LIFE grants has been calculated by using the same detected error rate of 
0.44% as the one derived by DG ENV from the results of ex-post audits on a randomly selected 
sample of 30 LIFE+ grants. This is justified because the control environment for LIFE grants managed 
by DG ENV and DG CLIMA is largely similar. 

2. It should be noted that in DG CLIMA, the amount of LIFE grant (pre-financing) payments authorised 
in 2016 is quite small (€203,072.10).  

3. a) For procurement, the risk of payment-related errors is considered insignificant as: 1) there is an 

extremely limited number of pre-financings, 2) in case of partial delivery the full amount is not paid 
and 3) technical reports and deliverables required for the payments have been discussed with the 
contractor and finally approved; only some redrafting was sometimes required. The risk of errors 

related to the selection and award process is deemed to be low in the light of the existing ex-ante 
control systems and controls during the management of the contract. 

Thorough ex-ante controls apply to procurement-related transactions in DG CLIMA. In addition to the 
mandatory initiator/verifier controls of all commitments and payments, procurement specialists in the 

central financial unit systematically provide advice and support to the operating units in DG CLIMA, 
for the whole lifecycle of a contract. 

Also, a specific procurement advisory committee (ENVAC) performs verifications of all contracts 

above € 500, 000, plus of a sample of contracts of lower value. Already in 2016, as a follow-up to 
the recommendations of IAS on the DG CLIMA procurement audit, ENVAC assessed some specific 
contracts awarded under Framework contracts.   

Therefore, reasonable assurance can be provided given: robust ex-ante controls performed at 
various stages in the financial circuit; quality advice by procurement experts to the desk officers 
and authorising officers in the operating units; independent and positive ENVAC verifications; 
guidance on how to deal with EDES24 cases; no significant errors and weaknesses detected by the 

internal and external auditors; and no fraud cases or Ombudsman cases flagged.  

b) For financial instruments, the risk of payment-related errors is considered insignificant in 2016, as 
the European Investment Bank (EIB) only signed agreements with 6 financial intermediaries with no 

final recipient (yet).  

 

Based on the above, the final amount at risk in relation to payments authorised in 2016 
under ABB activities 3402/3401 (€25,952,244.12) amounts to € 893.52. 

The residual error rate (RER), calculated by dividing the final amount at risk of €893.52 by 
the total payments under ABB Activity 3402 in 2016 of €25,952,244.12 million, is 0.003% 

which is under the materiality level of 2%. In the context of the protection of the EU 
budget, at the Commission's corporate level, the DGs' estimated overall amounts at risk 

and their estimated future corrections are consolidated.  

For DG CLIMA, the estimated overall amount at risk for the 2016 payments made is 0.002 

M€. This is the AOD's best, conservative estimation of the amount of relevant expenditure 

during the year (23.20 M€) not in conformity with the applicable contractual and regulatory 
provisions at the time the payment is made.  

Given that the major share of DG CLIMA's expenditure concerns procurement – which is 
not subsequently subject to any ex-post controls and thus any financial 

recoveries/corrections -  the overall amount at risk at closure is also estimated at 0.002 
M€. 

 Detailed calculations can be found in the table on the next page. 

                                          
24 EDES = Early Detection and Exclusion System 
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Estimated overall amount at risk at closure 

DG CLIMA 

 

 

"payments 

made" (FY; m€) 

minus new 

prefinancing 

(in FY; m€) 

plus cleared 

prefinancing  

(in FY; m€) 

= "relevant 

expenditure" 

(for the FY; m€) 

Average 

detected error 

rate (DER %) 

Estimated 

overall 

amount at risk 

at payment 

(FY; €) 

Average 

Recoveries 

and 

Corrections 

(adjusted 

ARC; %) 

estimated 

future 

corrections 

[and 

deductions] 

(for FY; €) 

estimated 

overall 

amount at 

risk at 

closure (€) 

(1) (2) (3) (4) (5)= (2) – (3) + (4) (6) (7)= (5) x (6) (8) (9)= (5) x (8) (10)= (7) – (9) 

ABB 3401, 3402 25.9525 7.5226 4.77 23.20 0.01% 0.002 0.00%  0 0.002 

1. LIFE & LIFE 
completion, LIFE N1. 
LIFE & LIFE 

completion, LIFE NGOs, 
other grants 

0.2 0.2 0 0 1.29% 0 0.6027% 0 0 

2. Procurement (LIFE, 

pilot projects, 
preparatory actions, 
financial instruments) 

23.39 0.49 1.02 23.92 0.0% 0 0.0% 0 0 

3. Contributions (MEA) 

 

0.88 0 0 0.88 0.0% 0 0.0% 0 0 

4.Administrative 
(3401) 

1.48 0 0 1.48 0.15% 0.002 0.0% 0 0.002 

                                          
25 Amount as per Annex 3, table 2: Outturn on payment appropriations in 2016. 

26 The amount for new pre-financing and cleared pre-financing contains payments made (€ 6.8M) and cleared (€ 3.8M) on DEVCO/CLIMA cross sub-delegated lines.  

27 The average percentage of corrections expressed by dividing the sum of recoveries issued (2012-2016) by sum of total auditable population amounts to 0.6% (table pg. 45, point 8). 
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 Cost-effectiveness and efficiency 
 

Based on an assessment of the most relevant key indicators and control results, DG 
Climate Action has assessed the cost-effectiveness and the efficiency of the control 

system and reached a positive conclusion.  

Cost-effectiveness  

The principle of efficiency concerns the best relationship between resources employed 
and results achieved. The principle of economy requires that the resources used by the 

institution in the pursuit of its activities are made available in due time, in appropriate 

quantity and quality, and at the best price. This section outlines the indicators used to 
monitor the efficiency of the control systems, including an overall assessment of the 

costs and benefits of controls. 

Procurement – Cost of Controls  

     

  

Cost of controls 

  
FTE Officials Total 

  
N € € 

Procurement procedures/launch of Calls 

 

0.5 
           

69,000    

Financial operations (ex-ante) 
 

1.5 

         

207,000    

Supervisory checks (ex-post) 

 

1 
         

134,000                              

Subtotal before allocations  3  410,000 

Overhead cost allocation (9%)   36,900  

Overall cost of controls 

 

3   

             

446,900  

 

The number of FTEs associated with exercising controls has been established. The overall 
cost of controls consists of direct costs and an allocation for overhead costs obtained 

from the annual screening exercise of DG HR (9%). The overall cost of controls for 
procurement amounts to € 446,900€. 

The efforts identified above to control procurement procedures over their whole lifecycle 

justify the estimated zero error rate in the procurement cycle in 2016. None of the DG 
CLIMA calls for tender were cancelled, while there were corrections to just one CLIMA 

procedure (involving the award of a small value contract) following a complaint by one 
applicant, while the planned procurement programme of the DG has been implemented , 

with no errors or irregularities detected.  

Grants- cost of controls 

  Cost of controls 

  FTE Officials 

FTE 

CA 

Other 
(external) 

inputs Total 

  n € n € € € 

Stages 1 and 2 - Evaluation, selection          

Stage 3 - Monitoring and execution  0.75 103,500       
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(fin circuits) 

Total ex-ante =   0.75 103,500     20,00028 - 

Stage 4 - Ex-post controls and 
recoveries          

Total ex-post  - -   - - 

Subtotal before allocations   103,500     

Overhead cost allocation (9%)   9,315     

Total costs    112,815     20,000 132,815 

 

Total cost of controls, procurement and grants: € 579,715. 

 

Indirect Management (Cost of controls)  

The cost of supervision of indirect management is shared between several staff members 

and it represents a small or even a very small part of their time for each of them. The 
cost of such supervision does not exceed 1 FTE, the main part being represented by 

supervision of the executive agency (EASME) and verification of indirect management for 

some international organisations. 

 

Overall conclusion on cost effectiveness of controls  

The control cost efficiency is assessed by comparing the control costs over budget 

managed (payment made in 2016). 

Expenditure € Grants Procurement 
Total 

Payments 

made in 2016 

LIFE & Completion LIFE (34 02-01, -02, -03, -
51) 

.20 20.62 20.82 

 

Overall, during the reporting year the controls carried out by DG Climate Action for the 

management of funds were cost effective, as cost of controls (€ 0.56M) as a 

percentage of the budget managed (€ 20.82 M) being 2.69%.  

The AOD has used, in 2016, the possibility foreseen in FR art 66.2 to differentiate the 

frequency of DGs controls considering the cost of controls compared to the risks involved 
in small transactions. As a result of this examination the number of actors in the financial 

circuit has been reduced for administrative payments and payments of less than € 15 
000 for operational budget. Those simplifications concern around 300 payments of 

limited value where the roles of verifier and AOS were merged.  

 

Control efficiency 

 

Time to grant  

The "time to grant" is the period between the final deadline to submit a proposal and the 
signature of the grant agreements. The maximum length is 9 months as defined in Article 

128.2 of the Financial Regulation. There was one restricted call for proposals launched 
under the DEVCO sub-delegation in 2015; "Implementing the Paris Climate Change 

Agreement. This call generated one agreement which was signed in 2016. The delay 
between the deadline for submission of proposals and the date of signature of the 

                                          
28 Share of the monitoring contract of LIFE projects  
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agreement was 5,47 months.  

Time to pay   

There are four different number of maximum payment days depending on the type of 
contract. In 2016, 93% (318) of all payments (342) were made within the maximum 

payment days. For two of the above maximum payment delays, there are target 
payment days. In 2016, 80% (45) of the payments falling under these categories (56), 

were  made within target time. 

Details on time to pay can be found in Annex 3, Table 6. 

Time to inform 

The time-to-inform indicator starts from the final date for submission of complete 
proposals up to the time of informing the applicants of the outcome of the evaluation of 

their applications.  

Only one call for proposals was launched, the Paris Climate Change Agreement call. Two 

applicants were invited to submit full applications; one was successful and the second 
one was not. For the latter, the time to inform was 3 months. 

Fraud prevention and detection 

DG Climate Action has developed and implemented its own anti-fraud strategy (AFS) 

since 2013, elaborated on the basis of the methodology provided by OLAF. This anti-

fraud strategy was audited by the former Shared Internal Audit Capability (SIAC) in 
2014. Their final report, which was published at the beginning of 2015, contained no 

critical or very important recommendations. However it recommended a revision of the 
anti-fraud strategy. This was prepared in 2015 in the following process:  

 
In line with OLAF's Methodology and guidance for DG's anti-fraud strategies19, SRD 

conducted together with DGs CLIMA and ENV a fraud risk assessment of the main 1) 
Financial Management, and 2) Non-financial management activities, based on the 

identified risk areas, potential issues to be addressed, existing controls in place, and 

implications for the AFS (in terms of the estimated likelihood and possible impact of 
fraud). These fraud assessments were performed in June – August 2015 and identified no 

risk of fraud at a higher level than medium.  

The risk assessment also took into consideration the findings of the special report 

06/2015 of the Court of Auditors on "The Integrity and Implementation of the EU ETS".  

A revised Anti-Fraud strategy and action plan was then drawn up in December 2015. This 

took into account the findings of the fraud risk assessment, as well as all the important 
recommendations of SIAC in its original audit and of IAS in the follow up audit.  

The action plan and revised AFS were adopted in March 2016, are valid for the period 

2016-2018 and will be further updated in the course of its implementation.  

The Anti-Fraud Strategy is built around the following anti-fraud objectives: (1) Fraud risk 

assessment "prevention"; (2) Dissemination of anti-fraud measures and raising fraud 
awareness within DG CLIMA; (3) Developing and communicating Fraud Indicators / "Red 

Flags"; (4) Developing Early Detection and Exclusion System (EDES) guidelines and 
internal guidance on EDES-flagging; and (5) Following up on Fraud Cases. Each objective 

has a clearly structured roadmap, with indicators to monitor implementation, clear 
identification of units responsible, and target dates when the objectives need to be 

carried out.  
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In 2016, IAS conducted a last follow-up audit of the outstanding recommendations 
concluded that there were no more outstanding recommendations and closed the IAC 

audit on anti-fraud strategy.  
During the reporting year, DG Climate Action transmitted no cases to OLAF/IDOC for 

investigation. Also, the anti-fraud measures already in place – notably the controls 
performed through ex-ante and ex-post controls – did not identify any cases of fraud or 

potential fraud in 2016. 
 

 

Other control objectives: safeguarding of assets and information, 
reliability of reporting, significant intangible assets   

 
DG CLIMA, being the business owner and manager of the EU ETS policy tool, is 

responsible for safeguarding the accuracy, integrity and reliability of relevant market 
sensitive data managed by the system. 

As a result, DG CLIMA handles EU ETS sensitive but non classified information on a daily 
basis. In order to ensure a coherent protection of this sensitive but unclassified 

information, DG CLIMA developed the ETS Classification policy. The markings developed 

through this policy were adopted by DG HR-DS29 and are thus Commission-wide 
applicable. DG CLIMA has organised regular training sessions for DG CLIMA Staff on 

handling of ETS sensitive information, implemented IT measures and action plans to 
secure and protect data and has established an EU Registry Steering committee. 

Following a complaint lodged in August 2012 regarding theft of emission allowances, a 
contingent liability valued at € 16.2 million was recorded in the final accounts from 2012 

till 2015.  In the course of 2014, the Court ruled in favour of the Commission. The 
complainant lodged an appeal, but the Court rejected the appeal in April 2016. So the 

contingent liability is lifted and will not appear anymore in the 2016 accounts. 

No leaks/breaches of confidential data or violation of data integrity were reported in 2015 

As regards the delegation of the implementation of the 2 financial instruments to the 

European Investment Bank ("indirect management"), DG CLIMA has received from the 
EIB reasonable assurance that in all material respects the information set out in the 

Financial Statements is in accordance with the accounting, complete and accurate and 
that it applies a professional degree of care and diligence to the execution of the tasks 

entrusted to it in the Delegation Agreement.  
 

According to the assessment done during the accounting closure, there was no 

impairment of intangible assets in DG CLIMA in 2016.  
Two projects are being depreciated since 2015. The depreciation was booked during 

2015 closure and it will be automatic for the next 8 years for the 1st project and for the 
next 5 years for the 2nd.  

 

2.1.2 Audit observations and recommendations 

This section reports and assesses the observations, opinions and conclusions reported by 
auditors in their reports as well as the limited conclusion of the Internal Auditor on the 

state of control, which could have a material impact on the achievement of the internal 

control objectives, and therefore on assurance, together with any management measures 
taken in response to the audit recommendations.  

                                          
29 DG HR-DS - Security Notice 01 Revision 10 dated of 5 June 2014 "The use and application of markings" 
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Court of Auditors  

There was no mention of CLIMA in the Chapter devoted by the Court to the Natural 

resources family (AGRI, MARE, ENV and CLIMA) in the DAS report 2015. However, CLIMA 
is mentioned in Chapter 3 of the Report "Getting results of the EU Budget" as an example 

of "objectives not fit for management purpose". The Court considered that the specific 
objective ‘To secure investment for climate related issues’ is not specific as it does not 

indicate the volume of investment to be secured, and it is not time-bound as there is no 
deadline to achieve it. CLIMA replied that amount and deadline are implicitly defined as 

the objective and measuring indicators clearly relate to the (climate action sub-

programme) of the LIFE Programme 2014-2020 and they will be made more explicit 
(adjusted) in (future) Strategic Plans and Management Plans. 

 
The performance audit on climate mainstreaming30:  "Spending 1 euro out of 5 

on climate mainstreaming" relates to the implementation of the objective of 20% of 
the EU Budget devoted to Climate action. The Court sought to determine whether the 

target 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.  

 

The Court found that ambitious work was underway and that, overall, progress had been 
made towards reaching the target, but in some areas (direct payments and agriculture 

and rural development programmes) overestimation is perceived in line with the 
recommendation to apply the "conservativeness principle" to climate tracking. The report  

calls to retarget measures in these areas both in the mid-term reviews and in the context 
of preparing the next programme.   A serious risk was flagged that the 20 % target 

would not be met without more effort to tackle climate change. The Court also stressed 
that the report should not be seen as dismissal of the approach, but proposals for further 

improvement of the target in the future, to consolidate EU leadership in doing 

mainstreaming in this way. Following the recommendations made by the Court, the 
Commission has agreed to provide information on: 

 
1. tracking the 20% target in the annual budget procedure. 

2. the achievement of the target in the AARs and in the AMPR31 report (but 
excluding the financial instruments and without any split between adaptation 

and mitigation). 
3. If a mainstreaming target is set for the next MFF post 2020, a quantification of 

the overall needs at budget level would be made(but not at programme level). 

 
The Commission has partially agreed to: 

 
4. correct overestimations in agricultural spending by reviewing the methodology 

in the next MFF. 
5. prepare action plans where the 20% is not being achieved through the Mid 

Term Reviews (MTR) of individual programmes. 
 

As regards monitoring in shared management programmes, the Commission will not 

change its current systems but will facilitate the exchange of good practice and will 
strengthen its climate indicators for the next MFF. Opportunities for further climate 

spending will be considered in the MTRs of individual programmes (where possible) but 
funding cannot be reprogrammed. 

 
 

                                          
30 See KPI nr 3 on page 15 

31 AMPR = Annual management and performance report 
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Internal Audit Service (IAS)  

The Internal Audit Service’s (IAS) conclusion on the state of internal control draws on the 

audit work undertaken in the period 2014- 2016 and takes into account for the accepted 
recommendations made by the IAS and the IAC in 2014-16 the fact that management 

has adopted plan to implement these recommendations that the IAS considers adequate 
to address the residual risks identified, that the implementation of these plans is 

monitored by management and by the IAS and that management has not rejected any 
critical and/or very important recommendations. 

 

On this basis, the IAS concluded that for DG Climate Action the internal control systems 
that have been audited are overall working satisfactorily although a number of very 

important findings remain to be addressed in line with the agreed action plans and their 
timetable. Particular attention should be given to the impact of the delay observed in 

implementing the recommendation on the implementation of the ETS's security controls 
from the 2013 IAS audit on the management of the security of the EU ETS IT system. 

 
The IAS bases its conclusion on the following accepted and open audit recommendations 

that are rated 'very important' and not reported as implemented by management and/or 

closed by the IAS:  
 

1. IAS AUDIT ON PUBLIC PROCUREMENT IN DG CLIMA (2016)  

 Recommendation N°2: "Procurement process". Expected completion 

date: 30 June 2017.  

To address weaknesses found in relation to the justification of public procurement needs, 

the IAS recommended DG Climate Action to ensure that a systematic and consistent 
analysis of the needs for procurement is performed and documented and that any major 

modifications in planned procurement procedures during the year are properly justified in 
writing, approved and documented. Furthermore, it should intensify awareness-raising 

activities (guidance, training) and strengthen ex-ante controls (internal supervision) as 
appropriate to ensure full compliance with the applicable rules and guidance (notably as 

regards award criteria and identification of studies). 

 
2. IAS AUDIT ON THE PROCESSES FOR MANAGING AND SHARING DATA ON AGRI-

ENVIRONMENTAL-CLIMATE ISSUES IN  DG AGRI, DG CLIMA, and DG ENV (2016) 

 

 Recommendation No° 1: "Mapping of information needs and available 

data". Original due date: To be confirmed once the action plan is 
submitted by DG CLIMA. 

 
The IAS found that there was no comprehensive and coordinated inventory of 

information needs together with a list of already available agri-environmental-climate 
data. It recommended the three audited DGs that they should reinforce the coordination 

and sharing of agri-environmental-climate data and related indicators. They should also 
establish a coordinated inventory of agri-environmental-climate information needs and 

available data. 

 
 Recommendation No° 2: "Coordination of Member States (MS) reporting 

requirements and reuse of data". Original due date: To be confirmed once the 

action plan is submitted by DG CLIMA. 

 

The audit identified an insufficient coordination of the MS reporting requirements 
concerning agri-environment) climate data and an insufficient re-use of collected data. 

The IAS recommended that the three audited DGs should actively coordinate between 
themselves and with the European Environment Agency and Eurostat to ensure better 

consistency and, where possible, simplification through more effective reuse of collected 
data in MS reporting requirements. In particular, this can be included in the European 



 

clima_aar_2016_final Page 59 of 70 

Commission's Regulatory Fitness and Performance Programme (REFIT) aimed at making 
EU law simpler and reducing the regulatory costs. In addition, the three DGs should 

clarify with the Legal Service what can be legally required from MS under EU legislation, 
regarding the sharing of CAP spatial data between public authorities at national level and 

with the European Commission and the EEA for environmental/climate purposes. 
 

 
3. IAS FOLLOW UP audit work 

 

.In 2016, the IAS also performed a number of follow-up audits following in relation to 

outstanding recommendations stemming from  

- The Audit on IT governance and management in DG ENV (IAC, 2014); 

- The Audit on anti-fraud strategy in DG ENV (IAC, 2014); 

- The Audit on DG ENV's externalisation to EASME of the LIFE Programme 2014-
2020 (2015). 

As a result of this follow-up audit work, these audits have been closed. 

In early 2017, the IAS performed a second follow-up of the IAS 2013 audit on the management of 
of security of the EU ETS IT system and in particular it's very important recommendation N°1 on 

the "Implementation of the ETS' security controls".   
The IAS has acknowledged the progress made in defining a Security Plan and the 

corresponding implementation roadmap for 207 identified key security controls. However, 
without their full implementation, the ETS system is still vulnerable. The IAS therefore 

invited DG CLIMA and DG DIGIT to prepare the migration of the ETS platforms to the 
new Secured Hosting Services provided by DG DIGIT, as a necessary prerequisite to the 

actual implementation of the key security controls during 2018. It also recommended DG 

CLIMA, together with DG DIGIT and DG HR.DS, to re-assess the significance of the 
security controls that would still be missing at the end of 2018 to ensure that they are 

fully implemented, as without their full implementation the EU ETS system is still 
vulnerable to the high risks identified at the time of the audit.  

As described further below, the DG is of the opinion that the EU-ETS related reservation 
must be maintained in the 2016 AAR. 

Based on the audit work described above, DG Climate Action management considers 
there are no assurance related concerns to be raised. 
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2.1.3 Assessment of the effectiveness of the internal 
control systems  

The Commission has adopted a set of internal control standards, based on international 
good practice, aimed to ensure the achievement of policy and operational objectives. In 

addition, as regards financial management, compliance with these standards is a 
compulsory requirement. 

DG CLIMA has put in place the organisational structure and the internal control systems 
suited to the achievement of the policy and control objectives, in accordance with the 

standards and having due regard to the risks associated with the environment in which it 

operates.  

Annual assessment of the internal control standards  

The assessment of the 15 standards did not identify any significant control weaknesses. 
While there is scope for improvement in some areas, DG Climate Action is confident that 

its internal control system as a whole- covering both financial and non-financial activities 
– is effective. It has the necessary procedures, staff skills and experience to identify and 

manage the main operational, financial and legal/regulatory risks.  
 

This conclusion is based on a thorough review of all available information, in particular:  

 
1. Inventory of the 15 internal control standards: The Internal Control 

Coordinator (ICC) carried out his own review of the 15 internal control standards. 
No particular areas of improvement were identified, except the weaknesses 

persistent in the area of EU ETS security and governance (ICS 12). However, as 
aforementioned, DG CLIMA and DG DIGIT are working on action plans to improve 

the ETS system security.    

2. The annual management survey of the Internal Control Standards: The 

questions in the annual survey were updated in 2016 so as to better fit the 
specific characteristics of DG Climate Action. There were no standards prioritized 

in 2016. The assessment of the 15 standards did not identify any significant 
control weaknesses but pointed out some areas where improvements can be 

made: 

 As regards staff allocation and mobility (ICS 3) 45% of the management 
considers this as satisfactory. 

 100% of the management in DG Climate Action consider the external 

communication as effective. For internal communication, the satisfaction is 

lower; one third considers it satisfactory and two thirds partially 
satisfactory. 

 68% of replying managers consider that evaluation and impact assessment 

is of sufficient quality and fully taken into account in policy making. 

 Finally, only 61% of the replying managers think that staff in their 
unit/directorate have a clear understanding of the Internal Control 

Standards. This is an area of improvement for 2017 when the revised 
Internal Control standards will be adopted by the Commission and a new 

internal control strategy elaborated for DG CLIMA.  

3. The annual declarations by the Authorising Officers by Sub-delegation: In this 

declaration, each AOS confirms that the commitments and payments authorised 
by them in 2016 are legal and regular and that the corresponding funds have 

been used for their intended purpose and in accordance with the principle of 
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sound financial management. The AOS declarations do not indicate any significant 
weaknesses in the control system.  

 
4. Exceptions and non-compliance events (ICS 8): DG Climate Action’s tracking 

of exceptions and derogations from existing rules and procedures is aligned with 
the instructions received from DG Budget. The objectives are to reinforce the 

consistent application of the reporting requirements, to adequately assess serious 
cases and to keep the number of exceptions and derogations at the lowest 

possible level. There was only one case reported in 2016 and its analysis does not 

show any material weaknesses in the internal control system.  
 

5. Information obtained from the SRD monitoring dashboards: This tool was 
implemented in 2012 and has become an effective means of reinforcing senior 

management supervision (ICS 5 and 9). It is based on a set of reports and control 
indicators covering, for example, HR, budget implementation, payment delays, 

recovery orders, etc. The monitoring results, which are presented and discussed 
at senior management level on a regular basis (8 reports per year) and are 

disseminated widely, do not indicate any significant weaknesses in the internal 

control system. However, despite the particular efforts made to improve on 
decreasing the payment delays and the clear improvement in 2015, an increase in 

payment delays has been observed for 2016. Subsequently more efforts and 
attention will be paid to remedy this in 2017 and repeat the good results of 2015. 

The twice monthly “Financial Priorities Report”, which was developed in 2014, 
gives to each AOS a listing of open invoices under his/her responsibility, with 

indication of those that are nearing the payment deadline and is a useful tool to 
alert the managers of action needed.  

 

6. DG Climate Action’s risk register (ICS 6): A Risk Advisory Committee (RAC) is 
established. It examined the "critical" and "very important" risks reported by the 

Heads of Unit and Directors as part of the internal Management Plan 2017 
process. The draft critical risk register was submitted to the members of the 

management meeting for comments before finalisation. The only critical risk the 
DG is managing is the security risk of cyber-attacks related to the EU ETS 

registry.  
 

7. OLAF fraud cases: During the reporting year, no cases have been transmitted to 

OLAF by the DG or initiated by OLAF.  
 

8. The European Ombudsman. No individual cases were brought to the attention 
of the Ombudsman in 2016.  

 
9. Review of sensitive functions:  The process in place in DG Climate Action to 

identify and manage sensitive functions is effective. A review was carried out in 
December 2016 and it confirmed the 2015 evaluation. Even though some 

sensitive functions related to Emission Trading System (ETS) were desensitised in 

2015 (following the assistance of the system in place and the successful 
implementation of several mitigating measures), certain ETS functions are still to 

be considered as sensitive. These jobholders have access to highly sensitive 
market information and despite all mitigating measures and controls in place, the 

residual risk of disclosure of confidential information, and/or loss of integrity 
would have substantial impacts on business. In cases where changes to the 

responsibilities occur to the functions, or new functions are identified, the 
Resources Director will carry out a risk assessment in collaboration with the 

Directorate/Unit concerned.  

 
10. Document management:  Measures taken in 2016 focused on ensuring a higher 

standard of implementation of existing practices and preparations for future 
improvements and developments. 

Training:  
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 Awareness actions and specialised training was given in the course of the 
year with the following objectives: 

 Document management in the units – refresher courses, presentations in 
unit meetings and coaching were provided to ensure knowledge of latest 

developments and of best practices. 
 ARES – specific training to Finance Unit to prepare staff for implementing 

the use of e-signatory for financial documents in future. 
 an information session and written material was provided to remind 

managers of the benefits of an efficient document management system. 

 All staff – hands-on training was available to get them to become more 
proficient users of ARES.  

 Information sessions were organised and open to all on the new 
'ARESLook' application for registering email. 

 Specific short training to all staff on how to search for documents and 
tasks in ARES have been organised. 

In total, 46 training sessions have been organised in 2016 and 376 staff attended 
the sessions.  

Implementation of e-signatories in the DG 

 The DG moved towards electronic transmission and signature of non-
financial documents in early 2016.  

 A thorough and clear guidance document was written and circulated. 
Training was provided to all staff concerned. 

 The analysis on the feasibility to use electronic workflows for financial 
documents in the DG is ongoing. 

Re-Organisation: 
 DG CLIMA's files (open and closed) have been re-assigned to the Units 

shortly after the re-organisation. 

Reminders and reporting: 
 ARES provides limited reporting facilities, but units received regular 

reminders in relation to registration and filing of documents.  

Improved archiving procedures: 

Additional attention was given to archiving following the introduction of a new 
electronic archiving system. Guidance on e-archiving was issued to units and 

implemented early 2016. In some cases, units' filing systems were inspected and 
improvements made as a result.  
 

11. Staff Allocation and Mobility(ISC 3):  given the on-going reduction in 
resources in the Commission, DG Climate Action has paid particular attention to 

staff allocation and mobility during the course of 2016. However, as the DG's work 
is clearly embedded in the third of the 10 priority areas of this Commission and 

was placed in the high-priority cluster of DGs, the staffing levels remained stable 
during the course of 2016. Specific actions related to staff allocation and mobility 

were as follows:  

 
1. The DG streamlined its activities through a reorganisation which took place on 1st 

January 2016 to focus its efforts and limited resources on preparing and 

implementing the next phase of climate policy, following the agreement reached 
in Paris at the end of 2015 and in line with the priorities of the Commission's 

Work Programme 2016.  To this end, the activities of the directorates and units 
were regrouped in order to increase the effectiveness and efficiency of the DG. 

2. Vacant posts are continuously assessed as they arise and action is taken to fill 
them as quickly as possible.  Although the vacancy rate was slightly higher than 

5%, this reflects normal mobility patterns, especially taking into account the fact 
that the DG was created in 2010 and has become a classic DG reaching cruising 

speed. 

3. Inter-DG mobility is encouraged in DG CLIMA in view of the DG's efforts to 
mainstream Climate Change Policy in other key policy areas of the Commission.     
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DG CLIMA has assessed the internal control systems during the reporting year and has 
concluded that the internal control standards are implemented and functioning as 

intended with the exception of standard 12 (in relation to ETS system security) where 
improvements are needed and which could have a significant impact on the assurance. In 

addition, DG Climate Action has taken measures to further improve the effectiveness of 
its internal control systems in the area of staff allocation and mobility, document 

management, and development of tools to monitor payment delays. 

 

2.1.4 Conclusions as regards assurance  

This section reviews the assessment of the elements reported above (in Sections 2.1, 2.2 
and 2.3) and draws conclusions supporting the declaration of assurance and whether it 

should be qualified with reservations.  
 

Concerning financial management (mainly procurement), the AOD's assurance relies - to 
a large extent - on the ex-ante verifications performed in 2016: namely the mandatory 

controls of all commitments and payments, the advice by procurement experts in the 
financial unit, and the reviews performed by the Environment and Climate Advisory 

Committee on procurement procedures (ENVAC). These controls effectively reduce to an 

acceptable level the risk of significant errors being undetected.  
 

The number of "exceptions" and "non-compliance events" reported in 2016 decreased 
compared to 2015 from 4 to 1.  

DG CLIMA is satisfied with close cooperation with EASME and with the internal control 
and risk management in place in the Agency. Furthermore, the established permanent 

organisational links work well and provide an additional layer of assurance: the DG 
participates, as observer, in the Agency's Steering Committee meetings, and Task-Force-

Meetings are held regularly at unit level. DG CLIMA supervises the work externalised 

through regular reports and ad hoc contacts with the Agency. In addition, in collaboration 
with other parent DGs, DG CLIMA plays a direct role in the definition of the annual work 

programme of the agency and/or evaluation of certain projects. Furthermore the Agency 
produces and disseminates quarterly reports as foreseen in the Memorandum of 

Understanding. In its own AAR, EASME has given assurance on the use of the 
corresponding resources.  

 
Additional assurance is obtained from the annual declarations by the Authorising Officers 

by Sub-delegation, whereby they confirm that all financial transactions authorised by 

them in 2016 are legal and regular and in compliance with the principle of sound financial 
management.  

 
Further assurance is received from the Authorising Officers in DG ESTAT, DG EMPL, DG 

ENV and DG DIGIT and JRC regarding the crossed sub-delegations granted to them.  
 

The audit work performed in 2016 did not identify any significant weaknesses in DG 
CLIMA's internal control system. Concerning the true and fair view of the accounting 

records and reporting, it should be noted that the audits performed in 2016 in this field 

did not identify any material issues.  
 

According to management's self-assessment, all 15 Internal Control Standards have been 
implemented effectively.  

 
The Director General can provide the reasonable assurance in his Declaration.  

 
The reservation on reputational grounds related to remaining significant security 

weakness identified in the Union Registry for the Emissions trading System (EU ETS) 

issued in previous AARs of DG CLIMA is repeated in the AAR 2016. During its follow-up 
audit on the management of the security of EU ETS IT system end 2016-beginning 2017, 
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the IAS noticed the progress made to date in mitigating the related risks, in particular 
the very important recommendation No. 1 on Implementation of the ETS's security 

controls. The IAS acknowledges the good progress made in defining a Security Plan and 
the corresponding implementation roadmap for the key security controls of the ETS. But, 

as two key sub-items are still not implemented, the IAS considers that the related risks 
are not yet fully mitigated and that the system is still vulnerable. Management of DG 

CLIMA endorses this opinion. As assurance that the current security measures could 
successfully prevent a future cyber-attack cannot reasonably be provided, the 

reservation cannot be lifted. 

 
 

Overall Conclusion 
  

Management's conclusions on the actual results of controls and their completeness and 
reliability, and thus the assurance about the achievement of each of the relevant internal 

control objectives, are satisfactory. The decision to maintain the reputational reservation 
related to the security of the EU ETS Registry systems in the 2016 AAR is further 

elaborated in part 2.4. 

 
However, despite the reservation noted above, the DG's internal control system is 

considered to be effective overall, so that the Director-General has reasonable assurance 
that, suitable controls are in place and working as intended; risks (like those relating to 

the legality and regularity of the underlying transactions) are being appropriately 
monitored and mitigated; and necessary improvements and reinforcements are being 

implemented.  
 

The Director General, in his capacity as Authorising Officer by Delegation has signed the 

Declaration of Assurance albeit qualified by a reputational reservation concerning the 
security of the Union Registry for the Emissions Trading System (EU ETS). 
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DECLARATION OF ASSURANCE AND RESERVATION 

I, the undersigned, 

Director-General of DG Climate Action 

In my capacity as authorising officer by delegation  

Declare that the information contained in this report gives a true and fair view32. 

State that I have reasonable assurance that the resources assigned to the activities 

described in this report have been used for their intended purpose and in accordance 

with the principles of sound financial management, and that the control procedures put in 

place give the necessary guarantees concerning the legality and regularity of the 

underlying transactions. 

This reasonable assurance is based on my own judgement and on the information at my 

disposal, such as the results of the self-assessment, ex-post controls, the opinion of the 

Internal Auditor on the state of control, the observations of the Internal Audit Service 

and the lessons learnt from the reports of the Court of Auditors for years prior to the 

year of this declaration. 

Confirm that I am not aware of anything not reported here which could harm the 

interests of the institution. 

However the following reservations should be noted: Reservation on the 

reputational/legal/financial grounds related to remaining significant security weakness 

identified in the Union Registry of the EU Emissions Trading System (EU ETS) 

Brussels, 30 March 2017 

SIGNED 

Jos DELBEKE 

  

                                          
32 True and fair in this context means a reliable, complete and correct view on the state of affairs in the 

DG/Executive Agency. 
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Reservation on remaining security weakness in the EU ETS 

DG  
Title of the 

reservation, 
including its 

scope 

Reservation on reputational/legal/financial grounds related to 

remaining significant security weakness identified in the Union Registry 

of the EU Emissions Trading System (EU ETS) 

Domain 

Central direct management in collaboration with national authorities- 

Administration of the Union Registry and Union Transaction Log by the 
Commission  

Programme and 

amount affected 
(="scope") 

ABB Activity 34 02 : Climate Action at Union and international level  

Reason for the 
reservation 

Operational since January 2005, the registries system ensures the 
accurate accounting of allowances issued under the European Emissions 

Trading System (EU ETS). It is qualified as a critical system. In 2010/11 
several successful cyber-attacks occurred against national registries 

and theft of allowances was reported. Since the migration in June 2012 

of the national registries to a single Union Registry operated by the 
Commission, the latter is now clearly exposed to a reputational risk and 

legal/financial liabilities if new cyber-attacks would succeed. 
 

The absence of any reported security incidents since 2012 does not 
mean that the current security protection is sufficient. No 'reasonable' 

assurance can currently be provided that the current security measures 
could successfully prevent a future attack.  

The follow up IAS audit report on the governance and security of the EU 

ETS system of 2016 notes the good progress made in implementing the 
dedicated action plan. But the implementation of the remaining key 

sub-actions (roadmap and migration) is a key condition to lifting the 
reservation, as is acknowledged by the IAS in their limted opinuion on 

the state of control in DG CLIMA.  Without the full implementation of 
these two sub items, the EU ETS system is still vulnerable to the high 

risks identified at the time of the audit  
 

In all the AARs of the DG CLIMA since 2010 the DG has issued a 

reservation on reputational, financial and legal grounds related to 
security weaknesses identified in the Union Registry for the Emissions 

Trading System (EU ETS).  
Though the inherent critical reputational risk did not materialise, and 

hence did not turn into a reputational event in 2016, this reservation is 
not lifted but repeated in the AAR 2016 because of some remaining 

significant weaknesses and financial and reputational risks. 

Materiality 
criterion/criteria 

The significance of the events of 2010/11 was assessed against the 
following 3 criteria:  

- nature of the impact on reputation of the Commission vis-à-vis 

stakeholders to manage a market based instrument (=medium-term 
negative stakeholder perception with limited impact on ability of the 

Commission (DG CLIMA) to meet key objectives),  
- breadth of awareness of the events (=international and national 

press coverage, pro-active communication with the MS in full 
transparency by the Commission via the dedicated website 'EU Climate 

Action' , via a dedicated webpage to ETS on the Europa server and in 
the Climate Change Committee) 

- duration: a series of incidents started in November 2010 continuing 

in January 2011 led to a suspension of trading of allowances on the 
'spot' market that accounts for less than 20% of the ETS. Another 

incident occurred in a national registry in October 2011.  

Quantification  Reputational/legal/financial risk  
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of the impact  
(= actual 

exposure") 

A Swiss cement company lodged a complaint against the Commission 

about (alleged) theft of allowances. This led to the recording of a 
contingent liability amounting to € 16,2 mio in the accounts of DG 

CLIMA (annexes of this AAR). The General Court dismissed both the 
complaint and the ensuing appeal so the contingent liability is lifted. 

Impact on the 

assurance 

The event falls within the scope of the declaration as it is a core 

activity managed by CLIMA with high visibility and media coverage to 
which considerable human and financial resources are and will continue 

to be allocated in the future. The EU ETS is a flagship instrument for 

achieving one of the headline targets of 2020: reduction of greenhouse 
gas emissions 20% compared to 1990. The critical IT tool is managed 

in-house by the Commission. However, the weakness does not 
invalidate the declaration of reasonable assurance by the Director 

General  

Responsibility 

for the 
weakness  

The Commission as central administrator has a key role in the 
functioning of the EU ETS in managing the Union registry and the 

Union transaction log.  

Responsibility 

for the 
corrective action 

The responsibility for all the corrective actions is shared between DGs 

CLIMA, DIGIT and DG HR/DS 
 

Moreover, significant progress has been made in 2016 (as recognised 
by the IAS) to implementing the action plan with DIGIT and HR/DS 

following the 2014 IAS audit on the IT security and governance of the 
EU ETS Registry. However, for one 'very important' recommendation, 

due to the complexity and novelty of the issue, the recently agreed 
security plan and its implementation roadmap are still to be rolled out 

in 2017 and 2018. 

The successful implementation of these key sub-actions would provide 
reasonable assurance that the residual risk of any successful cyber-

attack would be under control and reduced to a low and acceptable 
level 
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2.2 Other organisational management dimensions 

Efficiency gains examples: 

• DG Climate Action participated fully in the discussions on efficiency gains in the 
area of HR, IT, Communication and Logistics and will implement the agreed 

recommendations during the course of 2017,  

• The analysis on the feasibility to use electronic workflows for financial documents 

and transactions in the DG is ongoing. 

• Financial circuits for administrative expenditures and small payments for 

operational expenditures, with a view to reducing administrative burdens have been 

simplified. Also, several administrative simplifications have been introduced in the field of 
meetings and conference organisation and missions.  

 

2.2.1 Human resource management 

In 2016 DG Climate Action successfully implemented a significant reorganisation to 
streamline the activities of the DG in order to implement the next phase of Climate 

Policy, demonstrating its commitment to deploying its resources in support of the 
delivery of the Commission's priorities and core business.  The DG was also actively 

involved in the HR modernisation process, opting to participate in the second wave pilot 

project for the new set-up that started on 16.2.17 with the creation of a HR Business 
Correspondent team directly in the DG.    

The DG also focused its efforts on having a competent and engaged workforce by: 

• Achieving 40% female representation in middle management functions. 

• Maintaining a high rate of staff engagement of 71% which, whilst slightly below 
the rate of 73% in 2014, is 7% points above the Commission average.  The DG has made 

significant efforts to communicate the results of the staff satisfaction survey and 
developed an Action Plan in agreement with the Management of DG.  A staff focus group 

has also been set up with a mandate to come forward with further suggestions for 

improvement based on the results of the survey. 

• Organising an increased number of actions to support staff-wellbeing in the DG. 

2.2.2 Better regulation (only for DGs managing 
regulatory acquis) 

In 2016, DG CLIMA has continued to prepare its new policy initiatives and manage the 
acquis under its responsibility in line with Better Regulation principles. DG CLIMA's new 

initiatives delivered in 2016 have been praised for being supported by strong political 

backing, robust evidence-based analysis and stakeholder input. In particular, the DG has 
managed to have 100% of its Impact assessments submitted to the Regulatory Scrutiny 

Board to receive a favourable opinion on first submission. As regards the evaluation 
work, the DG has continued its efforts to ensure that its primary regulatory acquis is 

covered by recent retrospective evaluation findings". 

DG CLIMA's 2016 enforcement strategy reflects the Commission's 10 political priorities, 

in particular contributing to priority nr 3 on 'A resilient energy Union with a forward 
looking climate policy': following the compliance checks conducted on the transposing 

measures notified for all DG CLIMA's flagship Directives (2008/101/EC on the inclusion of 

aviation activities in the emissions trading system, 2009/29/EC on the extension of the 
emissions trading system  , 2009/30/EC on fuel quality  and 2009/31/EC on the 
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geological storage of carbon dioxide  ), several EU Pilot letters have been sent to Member 
States in 2016. 

2.2.3 Information management aspects 

The Environment Data Submission Portal (EDSP) used to submit and process DG ENV and 

CLIMA data, follows IT governance reusability principles by supporting several business 
domains for DG CLIMA, in 2016, this concerned the following EDSP modules: 

European Trading Scheme Monitoring Reporting and Verification (ETS-MRV) Installations: 
released as pilot to all Member States and in production afterwards. It is presently used 

by a few countries. 

European Trading Scheme Monitoring Reporting and Verification (ETS-MRV) Aviation: 
released as pilot to all Member States. 

European Trading Scheme New Entrants and Closures (ETS-NEC): released as pilot and 
in production for all Member States: it is used internally by the EC to process current 

submissions. 

2.2.4 External communication activities 

DG Climate Action's external communication actions in 2016 focussed on its main political 
priorities, supporting the corporate communication actions, and building on the positive 

momentum of the new global climate deal.  

In particular, actions focussed on increasing awareness, understanding and support for 
climate action in the context of the implementation of the Paris agreement reached at the 

UNFCCC COP 21, the Energy Union, the 2030 climate and energy framework, and the 
mainstreaming of climate action into all major spending programmes (High-level 

Signature Ceremony, proposals for the EU's ratification of the Paris Agreement, the Effort 
Sharing Decision, the Land Use, Land Use Change and Forestry proposal, the 

Communication on Decarbonising Transport, the launch of the Global Covenant of Mayors 
and the Clean Energy for all Europeans package).  

Communication activities on international climate negotiations were conducted 

throughout the year, leading up to a communication wave ahead of, during and after the 
Marrakech climate conference in November 2016 (COP 22). These included materials 

related to the Montreal Protocol (hydrofluorocarbons) and International Civil Aviation 
Organization (ICAO) negotiations, as well as bilateral meetings with international parties 

(e.g China, India etc).These actions also supported the Commission's corporate 
communication, which in 2016 focussed on the Investment Plan and other initiatives on 

sustainable, low-carbon growth and jobs.  

DG Climate Action continued its cooperation with other DGs on communication actions, 

especially with ENER, COMM/Representations/ EDICs, ENV, MOVE, DEVCO, EEAS and its 

Delegations all over the world. It also contributed to some major communication 
activities of other DGs such as EU Sustainable Energy Week, Green Week and Climate 

Diplomacy Week.  

The development of online communication (web, audio-visual and social media) as the 

main communication channel on EU Climate Action continued.  

The results of the communication activities are very positive, with continuous upward 

trends for web and social media and positive feedback from audiences from countries all 
over the world. It should be noted that all these results are "purely organic" - e.g. 

without any paid promotion. 
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For an extensive reporting on all components, please refer to Annex 2.  
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