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Overall Summary

The Evaluation provides a mixed, but often critical overview of Canada’s climate finance investments
since 2010, often noting that conditions improved in some areas for the $5.3 billion pledge period.

The Government met its pledge targets but the Evaluation noted that Canada, like most donors, have
continued to fall short of its “fair” share of international climate finance. It also notes that grant
financing for LDCs and SIDS has been declining over the three climate pledges.

With the very large role for Unconditional Repayable Contributions (URCs, i.e. loans) in Canada’s
climate finance, the Evaluation’s main concerns focused on challenges in URCs for climate finance:

Inconsistency with several of the policy objectives for Canada’s climate finance (e.g. focus on
the most vulnerable, adaptation priorities, conditions in least developed countries and SIDS,
integration of gender equality).

Little overall strategic directions in the setting of loan targets in relation to meeting the
diversity of CF objectives, resulting in significant focus on mitigation, the energy sector and
the banking and finance sector in middle income countries.

The risk of exacerbating developing country indebtedness in high vulnerability settings, while
noting that developing countries prefer grant finance particularly for their adaptation needs.
The narrowing of potential partnerships in Canada’s climate finance to those large institutions
with capacities to manage large URCs.

The difficulty in track investments, mobilizing private finance and results where decision
making is delegated to MDBs and large multilateral organizations.

Adaptation finance improved over the three pledges, but implementation remained challenging, in
part due to the large role of URCs in Canada’s climate finance.

Adaptation has been financed mainly through grants, but mostly with multilateral
organizations, which has resulted in low visibility for Canadian climate finance at country level.

Coding difficulties have failed to identify some climate adaptation activities in agricultural and
bio-diversity projects, while also sometimes over-estimating adaptation in dual purpose
projects through URCs.

Partnering for Climate’s partnerships with CSOs and Indigenous organizations was viewed as
“a unique niche for developing Canadian expertise in the NbS space, alongside its focus on
gender equality and Indigenous-led programming.”




1. Introduction

In 2025 Global Affairs Canada (GAC) commissioned an evaluation of its climate finance program, assessing
three climate finance pledges, examining program and financing data from 2010/11 to 2023/24 (partial
for the $5.3 billion pledge). Environment and Climate Change Canada (ECCC) also conducted a parallel
evaluation of the International Climate Finance Program, which looked only at the period, April 2021 to
February 2025, which examines only activities under direct ECCC control.! This summary focuses on the
GAC Evaluation which is more comprehensive in its coverage of Canada’s international climate finance.

2. Scope and key characteristics of Canada’s International Climate Finance

Figure 1: Sources of Canada’s climate finance, 2015 to 2023
(Reporting before 2015 does not allow for a breakdown of sources.)
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Figure 1 sets out the full scope of Canadian official climate finance from all sources. The evaluation
covers only the Government of Canada’s public climate finance (42% to total climate finance, 2015 to
2023). Essentially it examines climate finance activities relating to Canada’s first $1.2 billion international
commitment (2010 to 2013), the second $2.65 billion commitment (2015 to 2021), and the third $5.3
billion commitment (2021 to 2026), but only disbursements up to March 31, 2024.

1 The GAC Evaluation Report (June 2025) is accessible at https://www.international.gc.ca/transparency-
transparence/audit-evaluation-verification/2025/climate-finance-financement-climatique-report-
rapport.aspx?lang=eng. GAC’s Management Response and Action Plan is accessible at
https://www.international.gc.ca/transparency-transparence/audit-evaluation-verification/2025/climate-finance-
financement-climatique-mrap-rpad.aspx?lang=eng. Environment and Climate Change Canada also conducted an
evaluation of international climate finance (August 2025) which can be accessed at
https://www.canada.ca/en/environment-climate-change/corporate/transparency/priorities-
management/evaluations/evaluation-international-climate-finance-program.html.

2 All Figures are taken from GAC’s Evaluation report.
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Clear priorities and objectives were only set out for the third commitment period (Figure 2), although
there was an adaptation target of 25% for the second commitment period, but no thematic priorities.

Figure 2: Objectives, priorities and targets of the $5.3 billion climate finance commitment
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Unconditional repayable contributions® (URCs, which are essentially loans) made up a significant share of
Canada’s climate finance (70% of the $1.2B pledge; 71% of the $2.65B pledge and 63% of the $5.3B pledge
up to March 2024). A large part of the evaluation is an assessment of the URCs as an appropriate and
effective modality for delivering Canada’s climate finance. Over the three pledges there were 23 URCs.
During the same period GAC made 246 grant disbursements totalling just over $2 billion.

Almost all of the URCs were implemented by multilateral organizations, while implementation of grants is
more diverse, albeit with a strong role as well for multilateral organizations. (Figure 3)

3 Repayable contributions are “a contribution provided to a recipient institution for investment purposes, with the
expectation of long-term reflows at conditions specified in the financing agreement. The provider assumes the risk
of total or partial failure of the investment.” (Annex, International Assistance Statistical Report, 2023/24) An
Unconditional Repayable Contribution requires a repayment of the full amount. A Conditional Repayable
Contribution is more flexible and requires repayment only when conditions for the loan is met, which shares the
risk for failing to meet project outcomes.




Figure 3: Implementing partners, by funding instrument, in $M
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The overall conclusion of the GAC Evaluation suggested that
“To date, GAC’s climate finance achieved strong results in climate change mitigation and mobilized
some private sector financing, particularly in middle-income countries. Progress was also made in
advancing gender equality opportunities, implementing nature-based solutions, increasing
climate resilience of local communities and building capacity of government institutions, although
their long-term impact and sustainability were less evident.”

The Evaluation assessed this progress against three issues:

e Relevance and coherence (alighment with Canada’s climate objectives and developing country
needs and priorities);

e Delivery (Efficiency), (effective management of URCs compared to grants); and

e Results (Effectiveness and Sustainability), (intended and unintended results for mitigation,
adaptation, private sector mobilization, gender equality and nature / biodiversity co-benefits).

This summary highlights some key findings of interest to C4D members, but is not a comprehensive
summary of the Evaluation findings. For the latter readers should read the full report (see footnote #1).

3. Relevance and Coherence

Fair share of Climate finance  While noting that Canada’s climate finance has made a strong
contribution to global climate finance architecture, it acknowledges that “most bilateral donors, including
Canada, continue to be rated as falling below their “fair” CF share by international and Canadian groups
tracking global CF contributions.” (F1)*

Climate finance objectives working at cross purposes The Evaluation noted that the $5.3B pledge did
set out CF objectives, these are very broadly defined and can work at cross purposes. They conclude that

4 The Evaluation is organized around key findings




“in the absence of clear prioritization and well defined commitment-level success, GAC’s CF investments
lacked strategic direction,” (F2) There are numerous trade offs that seemingly are not taken into account
— e.g. focus on poverty/low income countries and mitigation / private sector mobilization allocations to
higher income countries. The focus has been on “logic model outcomes” at the level of development
projects “and did not capture the policy-level objectives associated with the commitments.” (F2)

Achieving the targets Disbursements have been guided by GAC climate finance funding targets,
all of which have been achieved (see Figure 4)

Figure 4: GAC’s disbursements by budget targets, across the commitments.

$1.2B Actual $2.65B Actual $5.3B Actual**
CF Amount ($)* S0.76B $2.61B $2.8B
Adaptation 29% 32% (25% target) | 36%*** (40% target)
Biodiversity 17% 23% 26% (20% target)
Gender Equality Integration 71% 95% 99% (80% target

Source: CFO Stat database extracted May 2025.

* Disbursements by GAC, excludes GoC public CF disbursements by other departments and agencies.

** Based on the first 3 years.

*** GAC has prioritized adaptation Gs&Cs projects for new funding starting in Year 3 and is projected to meet this
target with planned disbursements in Year 5.

Challenges in meeting the adaptation target = While achieving the adaptation targets, the Evaluation

noted that
“there were multiple challenges in meeting the adaptation target. This included limited
opportunities to support adaptation programming with URCs, a significant allocation of the grant
portion of the CF funding for key global mechanisms coded to mitigation and/or crosscutting
themes (e.g. GEF, GCF, Consultative Group on International Agricultural Research (CGIAR)),
pressure to design projects that hit multiple targets, the exclusion of projects that may have
significant adaptation outcomes but are not coded with climate change adaptation or mitigation
as their primary objective (e.g. some agriculture programming), an allocation of a portion of
existing departmental resources that were programmed to align with branches’ priorities, and a
number of projects that crossed between commitments and reflected earlier priorities.” (F3)

They also noted that other donors were better positioned to achieve targets for adaptation, reaching Least
Developed Countries and meeting biodiversity targets, by the use of grant funding (as well as different
approaches to adaptation coding. (F3)

Challenges in little strategic direction for deployment of traditional and innovative financing The
Evaluation notes the importance of deploying a diversity of traditional and innovative financing, but
commented that there has been little direction for their strategic use in relation to CF objectives. (See
Annex One for the range of these financing modalities.) GAC is “unique among other bilateral donors as
GAC can apply financing tools that, in other countries, are more frequently used by bilateral Development
Finance Institutions (DFls) rather than development agencies.” (F4)



Challenges in the role of URCs in climate finance Given the role of URCs in delivering
Canada’s climate finance, the Evaluation goes into considerable detail in the management, deployment
and results achieved in relation to CF objectives. They conclude that “URCs are well positioned to support
climate change mitigation objectives and attract additional public and private capital for large scale
projects,” but “overall, partners pursued URC investments in middle-income countries, taking on lower
level of risk than expected.” (F5)

Some of the findings on URCs include:

e (Canada is among a small group of donors that offer concessional loans as part of their CF, but
relate to a limited number of partners with capacities to accept large volume concessional loans.
(F5)

e “Their relevance in other contexts, particularly in lower-income countries and in adaptation, GE
and NbS spaces was diminished due to more limited or unproven options for a return on
investment. Funded URCs did not have a significant reach in LDCs and SIDS.” (F5)

e  “[Plartners that applied URCs to support adaptation and resilience provided funding in the form
of sovereign or semi-sovereign loans that may further increase developing country indebtedness,
although new options are being explored ...” (F5)

e More recently GAC has diversified its URC focus, working to expand URC partnerships, shifting
towards more diversified investments in LDCs and SIDS, “however, [these investments] had less
clear financial and/or development additionality”. (F5)

Grant financing Grant funding is highly relevant for lower income contexts and adaptation finance,
but the Evaluation notes that “a large proportion of GAC’s grant funding was allocated to core institutional
engagements.” (F6) Excluding institutional and regional grant allocations (which are very considerable),
grant funding for LDCs and SIDS has declined over the three pledges. (See Figure 5.) The view of external
and internal interviewees is that “GAC has ‘only loans to offer’ for new engagements.” (F6)

Figure 5: Grant programming in LDCs and SIDS, by CF commitment.
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The Evaluation notes that GAC grant funding has “strengthened the global CF architecture” (e.g. GCF, GEF,
CGIAR etc.).

Partnering for Climate The Evaluation also note the financing for Partnering for Climate’s
partnerships with CSOs:
“CSO and GAC interviewees viewed it as a unique niche for developing Canadian expertise in the
NbS space, alongside its focus on gender equality and Indigenous-led programming. However,
interviewees commented on compressed implementation timelines (3 to 4 years) which
negatively impacted on community engagement and sustainability prospects.”

Preference for grants GAC'’s CF programming aligned with developing countries’ needs overall,

which improved with the increased use of grants in the $5.3B climate pledge. Nevertheless,
“documents, case studies and interviews revealed that developing countries strongly prefer grant
funding, particularly countries with high debt levels and high adaptation, resilience and capacity-
building needs. They also showed a preference for more bilateral programming.” (F7)

4. Delivery (Efficiency)

Financial risk management of loans Continuing the assessment of the delivery of URCs, the
Evaluation found that there was not clear guidance on the financial risk management of loans. Financial
risks were assessed on a project basis rather than on a portfolio of loans, which limited financial risk and
the types of partners engaged with URCs. “Partners called for greater flexibility and a higher risk profile
to better support development goals.” (F9, F10 and F11)

Limited attention to financial or development additionality in loans  They also concluded that “the
primary focus in negotiating URC agreements was on financial parameters,” with “insufficient attention ...
to the assessment of URC’s financial and development additionality.” (F12) While they pointed to some
positive examples, in relation to additionality, they found “examples where investments were neither
targeting a new/risky market or product/service, nor demonstrating that alternative commercial funding
options were unavailable.” F12)

Influence over ultimate investment decisions limited in URCs with MDBs Many URCs
were implemented by MDBs and other multilateral organizations. This approach allowed for operational
efficiency for GAC with limited staffing capacities and reduced legal risk. Delegated decision making meant
that GAC “influence over the parameters of investment selection remained limited.” F13)

Figure 6 sets out the investment profiles of the Canadian bilateral facilities at the MDBs, with the primary
concentrations in renewable energy and banking and financial services (mitigation). The Evaluation
implies that these choices might not be fully aligned with GAC’s CF objectives, with its focus on
vulnerability and country priorities for adaptation.



Figure 6: Investments from Canadian bilateral facilities at MDBs, by sub-sector
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Challenges in capturing and tracking URCs investments and results Overall, GAC had insufficient

systems to adequately capture and track the complex nature of CF URCs, including the implications of
complex repayments. (F14) The implementation of climate and gender policy markers did not always
reflect the actual investments, particularly where it was suggested that an initiative pursued both
mitigation and adaptation objectives. There is more consistent assessment under the $5.3B pledge. (F15)
But they also note that
“interviews revealed concern over the application of CCO [not climate objectives] or CC1
[significant climate objectives] coding for NbS and agriculture projects, which are excluded from
the public CF commitments, but which are likely to have significant relevant adaptation outcomes.
They questioned the application of the strict UNFCCC definitions. An internal study of the
relationship of agriculture programming coding and targeted outcomes confirm the complexity of
the assessment.” F16)

Challenges in quantity and quality of data Finally, the Evaluation noted that the quantity and quality
of available data made it difficult to measure performance, such as limited disaggregated data capturing
the diversity of programming beneficiaries. Given the large roles of multilateral actors it was difficult to
consolidate performance results derived from very difference organizational systems. Targets were
generally not defined in URCs, although this has improved in recently signed URCs. (F19)

5. Effectiveness

Mobilizing private finance The CF program did mobilize private finance, although to varying
degrees, as mobilized finance often appears many years after the CF disbursements (which have 20-to-25-
year time horizons).> For the $1.2B pledge the mobilization ratio was 0.67, but for the $2.65B pledge it is
only 0.18 (as of March 2025), still far from its goal of 0.5. Almost all mobilized private finance is for

5 GAC did not define a target for private finance mobilization for the $1.2 billion commitment. It set the target at
S0.5 of private sector investment for $1 of public CF for the $2.65 billion commitment and increased it to $0.75 of
private sector investment for $1 of public CF for the $5.3 billion commitment.




mitigation and is concentrated in middle-income countries. Only 8% of Canada’s total climate finance come
from private sources. (F20)

Mitigation results The Evaluation concludes that GAC’s CF made significant progress in achieving
climate mitigation results, although due to the delivery mechanisms (URCs) it has been difficult to achieve
a consistent measure of GHG emissions reductions. (F21)

Adaptation results For adaptation, the Evaluation concluded that “GAC’s programming achieved
strong immediate and good intermediate adaptation results, particularly in climate-smart agriculture,
restoration of natural systems and disaster risk preparedness.” (F22) There were challenges in aggregating
adaptation results at country and community level, although “country case studies revealed tangible
examples of improved resilience and decreased vulnerability.” On the other hand, for URCs, “adaptation
projects were perceived as challenging and less commercially viable.” Only organizations such as IFAD
with a clear mandate and expertise in adaptation related sectors targeted and tracked adaptation
outcomes. (F22) They noted that GAC CF projects yielded various developmental co-benefits, but they
were seldom tracked. (F23)

Biodiversity co-benefits A significant area of success for the $5.3B pledge, including its Partnering
for Climate program with CSOs and Indigenous partners, has been its focus on nature / biodiversity co-
benefits. (F24)

Gender equality Gender equality results have been strong in Canada’s climate finance,
particularly in adaptation programming. Integration of gender equality in URCs and mitigation projects
has been challenging, which struggled to implement gender equality objectives. (F25)

Canada’s leader ship in climate finance is strongly focused on gender equality and strengthening global CF
mechanisms:

e  “GAC’s CF programming has helped strengthen the global CF architecture through various UNFCCC
and non-UNFCCC mechanisms. GAC has made significant investments in the funds and
organizations that accept URCs (e.g. MDBs, IFAD, CIFs) and provide concessional CF, becoming
their top donor.” (F26)

e “GACis widely recognized among donors for its niche role in the leadership for GE, social inclusion,
GBA Plus programming and advocacy for integrating gender considerations into climate action at
both institutional and project levels.” (F26)

e “While most interviewees spoke of GAC’s expertise related to gender equality integration in CF,
the technical capacity associated with climate-related sectors (e.g. energy, water) across the
department was assessed as lacking overall. Country case studies and internal and external
interviews revealed a lack of deep technical and sector-specific knowledge within GAC which was
perceived to negatively impact GAC's leadership in CF.” (F27)



Visibility of Canada’s climate finance Given the multilateral focus in delivering Canada’s CF, “in
visited case study countries, Canada's role in CF sectors was not highly visible and its contributions were
often overshadowed by larger donors or those with a greater bilateral focus and technical expertise at
missions.” (F27)

6. Recommendations and Considerations

The Evaluation made eight recommendations and set out a number of considerations for the design of
future climate commitments (2026 and beyond).

1. Strategic orientation: Identify strategic focus and targeted priorities, aligning these priorities with
available climate finance instruments, and communicate this strategic focus and targeted
priorities to implementation partners.

2. Portfolio management: Pursue a portfolio level programming approach to maximize the strengths
of partners and purposefully seek initiatives, while improving risk management across this
portfolio.

3. Performance measurement: Revise and streamline the performance measurement framework to
include climate finance policy results, key performance indicators, methodologies, baselines,
targets and a standardized data collection approach based on best practices in climate finance
performance measurement.

4. Interdepartmental governance: Review the governance functions for international CF to ensure
appropriate levels of oversight and delegation of authority.

5. Transparency of URC investments: Improve the communication of climate finance URC
investments, to enhance Canadian, bilateral and regional engagements and externally to increase
transparency and visibility of the Government of Canada’s international public climate finance.

6. Environmental and gender equality marker coding: review and update the environmental and
gender coding of climate finance URC agreements during the investment period to ensure they
reflect actual investments.

7. Repayable contributions: Improve the management of financial risk in the implementation of
URCs, defining roles and responsibilities, methods for calculating risk and the management of risk
over the life cycle of the URC.

8. Internal governance and oversight: Review the set-up of the Investment and Triage Committees
to increase the level of expertise and challenge function and ensure a thorough review of financial,
environmental and developmental impacts of proposed investments.

Management’s response to these Recommendations have been positive, with partial agreement only with
the first recommendation (better framework for the $5.3B pledge). They stated that “future policy and
strategic orientations will be grounded in evidence from the past 3 climate finance commitments and will
focus on where Canada’s specific value-add lies; which projects and funding instruments are best suited
to achieve desired impacts; how financial instruments are structured; and the roles that bilateral,
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multilateral, and blended finance partners play in achieving aggregate portfolio outcomes.” (MRAP,
Recommendation 1) It expects to develop programming framework and investment strategy by April 2027.

All others have been taken on board and set out in the Action Plan under each. Under Recommendation
Three, management expects to have in place a new theory of change, results framework and monitoring
system by October 2026. It expects to improve the gender equality and environment coding
(Recommendation Six by March 2026.

The Evaluation also set out several areas for consideration by management for future delivery of Canada’s

climate finance, which do not require a management response.

Improve the internal technical capacities in technical areas of climate investments and leverage
technical expertise from other federal organizations.

Make available basic training, guidance notes and learning events improving the department’s
capacity for managing and supporting the delivery of repayable contributions.

Increase collaboration opportunities with FinDev Canada capitalizing on their strengths and
unique mandates and operational set ups.

Improve GAC’s tools for engaging Canadian industries and knowledge to support public climate
finance programming, “to improve their awareness of GAC funds and develop mechanisms that
provide companies with the resources to demonstrate and scale up projects and their alignment
with Canada’s development objectives.”

Streamline programming processes taking account lengthy steps for URC submissions to Treasury
Board and GAC management of appropriations on a fiscal year basis.

Consider a phased program of evaluation work relating to climate finance given its complex
objectives, various funding instruments, and partnerships.
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Annex One

GAC Funding Modalities for Climate Finance

GAC’s funding instruments and mechanisms leveraged for CF, in SM.

| 128 | $2.658 | $5.38* |
Concessional Finance (URCs, i.e. loans)
‘Multilateral global climate funds (pooled funding — e.g. CIFs) H $200M H -- H S800M ‘
‘Bilateral climate funds with global and regional MDBs H $325M H $1,346M H $620M ‘
‘Global private climate funds H - H S53M H S70M** ‘
[UNFCCC operating entity (GCF) | -~ ]| suom | s200m |
lUN agency (IFAD) | - | s3som || - ]
Traditional Grants & Contributions (Gs&Cs)
‘UNFCCC operating entities H S20M H S266M H $218M ‘
SI'\c:IE)CaICEI)imate—related funds and mechanisms (non- $65M $30M $116M
‘Bilateral programming (UN agencies, CSOs, Private sector) H S81M H $344M H S405M ‘
‘Partnering for Climate initiative (CSOs) H -- H -- H S126M ‘
‘Technical assistance grants*** H S7M H S23M H S42M ‘

Source: CFO Stat database, extracted in May 2025.

Notes: * Reflects disbursement amounts as of March 2024 (first 3 years of the $5.3B commitment)

** CC2 funding from the International Assistance Innovation Program

*** Includes non-URCs technical grants
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