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Overarching Reflections

1 Canada’s 2026/27 to 2030/31 climate pledge totals $5.9 billion, but this amount bears little
resemblance, and is not comparable, to the previous $5.3 billion pledge. The new pledge has no policy
guidance or policy goals, with therefore no accountability, and a very different delivery structure.

2. The new pledge is not comparable to the $5.3 billion pledge The S$5.3 billion pledge was
implemented by Global Affairs Canada and ECCC, with policy goals and strong accountability to
development effectiveness through the ODA Accountability Act, and with regular in-depth
consultations with civil society actors. Almost half of the new pledge is implemented by FinDev
Canada, an arms length body, focused exclusively on private sector development in developing
countries, and which falls outside the terms and conditions of ODA Accountability Act.

3. GAC climate finance has been reduced by 40% The pledge reduces overall climate finance
partnerships implemented by GAC by 40%, and could reduce GAC support for adaptation to 43% below
levels delivered under the $5.3 billion pledge. There is little expectation that FinDev finance will fill
this adaptation gap, and to the extent that it does, much of its adaptation finance is found in mitigation
projects focused largely in emerging market economies.

4. A major set back for climate finance for the most vulnerable countries and populations,
particularly for adaptation and loss and damage finance. FinDev, with just under half of the pledge,
places limited emphasis on these countries and populations, and its private sector instruments are
often ill-suited for reaching them. While GAC is expected to give some priority to vulnerable countries
and populations, its $3 billion will be spread across a diversity of purposes and multilateral initiatives.

5. Potential for loans at 76% and grants at 24% of the new pledge Combined with FinDev
Canada use of loan and equity finance, and assuming GAC allocations to loan finance at 60%, grant
finance will be reduced to 24% of the $5.9 billion pledge, a net reduction of $720 million from the $5.3
billion pledge.

6. The five-year $13 billion target in total climate finance is based on aspirational assumptions on
mobilized private finance as well as MDB core annual climate finance imputed back to Canada, with
no additional effort in climate finance by the Government.

1 The author of this paper assumes full responsibility for its content and it does not necessarily reflect the views of
CAD and its members.



1. A new climate pledge, 2026/27 to 2030/31

The Government chose to launch its renewed international climate finance five-year pledge in its Spring
Economic Update 2023. Only a very minimum of information for the pledge has been presented. There
are three pillars to this pledge as set out in the Update:

e “The Spring Economic Update 2026 proposes to provide $3.0 billion over five years on a cash
basis, starting in 2026-27, to Global Affairs Canada, and $167.9 million over five years on a cash
basis, starting in 2026-27, to Environment and Climate Change Canada to continue delivering
climate-related supports to vulnerable countries.

e “In addition, the Spring Economic Update 2026 proposes to provide $2.0 billion in paid-in capital
for FinDev Canada, as well as $732 million over three years on a cash basis, starting in 2028-29,
to expand FinDev Canada’s concessional finance facility. These measures will help to mobilise
private capital at scale into climate-related businesses and projects in emerging markets and
developing economies, including mobilising over $3 in private capital for every $1 of public
investment through FinDev’s concessional finance facility.

e “Together with other existing sources of climate finance, such as support provided through
multilateral development banks and Export Development Canada, as well as private finance
catalysed by public resources, the government’s goal is for Canada to deliver over $13 billion in
climate-related support to developing countries over the next five years.”?

These announced components (in bullets one and two above) total $5.9 billion over five years. However,
as the analysis below suggest, this $5.9 billion bears little resemblance and cannot be compared to the
previous $5.3 billion climate pledge (2021/22 to 2025/26). The latter was fully implemented by Global
Affairs Canada (GAC) and Environment and Climate Change Canada (ECCC). The $3.168 billion allocated
to GAC and ECCC under the new pledge represents a 40% reduction in comparable climate finance relative
to the previous pledge. This constitutes a significant set-back for climate finance aimed at addressing the
needs of the most vulnerable countries and populations in the global south.

There is no policy framework guiding the allocation of this new pledge, whether for Global Affairs or for
FinDev Canada. But some tentative observations can be made. In doing so, it is important to recall some
key benchmarks from the previous pledge, which have largely been achieved:

e Adaptation Finance at 40% of the pledge, or $2.1 billion over five years.

2 See page 77 in https://budget.canada.ca/update-miseajour/2026/report-rapport/pdf/update-miseajour2026-
eng.pdf Further financial data can be found in a table on page 86, under “1.5 Advancing Clean Growth an
Conservation.” A box entitled “Gender Diversity and Impacts Spotlight” suggests that “continuing to Support
International Climate Finance will benefit people in developing countries by helping reduce greenhouse gas
emissions and strengthen preparedness for climate impacts such as floods, droughts, and extreme heat.
Marginalised and vulnerable groups—including women and girls, and rural communities—are disproportionately
affected by climate change. For example, during extreme weather disasters, women and children are 14 times
more likely to die than men, due in part to more limited access to information and resources. Climate finance
support is expected to particularly benefit these populations.”
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e Grant-based finance also at 40% or $2.1 billion over five years.
e Nature-based solutions at 20% or $1.1 billion over five years.

How might these previous commitments be reflected in the current pledge through Global Affairs Canada
and FinDev Canada?

2. Climate finance implemented by GAC and ECCC

The overall purpose of the $3.17 billion implemented by GAC and ECC is “to continue delivering climate-
related supports to vulnerable countries,” a similar purpose set out in the policy framework for the $5.3
billion pledge.

A small difference with the previous pledge is that ECCC has its own distinct allocation, mainly for
supporting the UNFCCC COP and related governance and country processes (e.g. Nationally Determined
Contributions). The Update allocates $167.9 million to ECCC. Up to 2024/25, ECCC implemented $150.4
million in principal purpose climate finance in the $5.3B pledge. Assuming a similar level of disbursements
in 2025/26 as 2024/25, ECCC implemented 3.7% of the $5.3B pledge. While the new pledge amount (5168
million) is 16% lower than previously implemented (approximately $200 million), the ECCC share is 5.3%
of the new GAC/ECCC pledge.

How the GAC’s $3 billion pledge will be allocated is unknown. But applying the previous pledge framework
provides some reference points.

e Adaptation Finance through GAC at 40% would be $1.2 billion over five years, or 43% less than
what was available in the $5.3B pledge. The suggestion that climate finance through FinDev
Canada would make up the difference in adaptation finance is highly questionable — see below.

e Similarly grant finance would be also 43% less than the previous pledge.

In order for principal purpose adaptation finance through GAC to be at a similar dollar level as the $5.3B,
at least 70% of the $3 billion pledge would have to be allocated to adaptation, which is highly unlikely
given previous GAC allocations of climate finance. These calculations take no account of loss and damage
allocations (which C4D called for a 20% allocation of the pledge).

It is also unlikely that the Government will be reducing its reliance on loan finance to deliver a significant
share of GAC’s $3 billion, given current budgetary constraints. If it retains its 60% framework as the
maximum for climate loans at GAC, on average only $240 million a year in climate finance will be available
through grants, down from an average of $420 million in the previous pledge. This is an absolute decline
in grants to 24% of the pledge, as FinDev Canada provides no grant finance.

On a more positive note, there is no indication that this climate pledge includes new commitments under
the Kunming-Montreal Global Biodiversity Framework. Canada has committed $350 million towards this
Framework in 2022, with $200 million allocated through the GEF, which were additional to the $5.3B
pledge. Hopefully, any renewal of a pledge towards this Framework in the coming year, will also be
additional to the 2026 climate finance package.



3. Climate finance implemented through FinDev Canada: What'’s different?

A significant capitalization of FinDev Canada for climate finance FinDev Canada is to receive a $2
billion capitalization with the aim to “mobilise private capital at scale into climate-related businesses and
projects in emerging markets and developing economies.” There is no mention in the mandate for FinDev
Canada that it will give any priority in its climate finance to addressing “marginalised and vulnerable
groups—including women and girls, and rural communities—are disproportionately affected by climate
change” (see footnote #2).

According to the FinDev mandate, “by providing support to the private sector in developing countries, we
intend to have a favourable impact on market development, gender equality and climate and nature
action.” This mandate has focused on three sectors 1) sustainable infrastructure; 2) agribusiness, forestry
and their related value chains, and 3) the financial industry to support market development and access to
financial services. They do so through loans, blended finance loans, and equity finance.?

FinDev has a set of overarching policies relating to gender equality, environment and social impact. It also
has a policy on measuring its “development impact,” which makes no reference to long-standing
development effectiveness principles — country ownership, inclusive partnerships, managing for country
results and transparency and accountability.* FinDev also has set out its basic approaches to climate
finance in a Climate Change Strategy.’

While FinDev Canada has an important role in Canada’s overall contributions to development finance, its
focus on partnering with private sector actors in developing countries, coupled with its emphasis on
limiting investment risk and ensuring returns on investment, sets it apart from Global Affairs Canada
approach to development partnerships.

FinDev Canada is not governed by the ODA Accountability Act, which informs all climate finance activities
undertaken by GAC. FinDev operates as a wholly owned subsidiary of Export Development Canada (a
Crown Corporation), with an independent Board, and is accountable to Parliament through the Minister
of International Trade. FinDev consultation with civil society organizations have been very limited and
episodic, most recently relating to the Indo-Pacific Strategy and to its Environmental and Social Policy
review. GAC/ECCC have robust accountability to Parliament and has engaged systematically with civil
society actors on all dimensions of its climate policies, practices and allocations.

As with previous capitalizations of FinDev, it seems likely that the $2 billion climate capitalization will be
sourced through EDC retained earnings and not affect the International Assistance Envelope, although it
does count as ODA (additional to the Envelope) in the year in which the capitalization is made (likely
several instances over the five years). It is unaffected by aid cuts announced in Budget 2025.

3 See https://www.findevcanada.ca/en/what-we-do/our-approach

4 See FinDev Canada, “Approach to Development Impact,” accessed at
https://www.findevcanada.ca/sites/default/files/2024-06/2024 010 Impact Approach EN V3.pdf
5 See https://www.findevcanada.ca/en/what-we-do/development-impact/climate-and-nature-action.
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New resources for FinDev’s concessional window The Economic Update allocated an additional
$732 million over three years, starting in 2028-29, to expand FinDev Canada’s existing concessional
finance facility. This amount adds to FinDev’s $720 million concessional finance facility created by the
Government following the 2024 G7 Summit. This first facility had no specific focus on climate, but covered
all of FinDeV’s priority areas, including climate. The GAIA project was financed through this facility. Given
the timeframe for the new resources, it seems likely this allocation is a replenishment of the facility. While
the source of this $732 million is not known, it could be allocated from the International Assistance
Envelope or from other Government spending envelopes. It too counts as Canadian ODA.

What is concessional about the concessional facility? Usually, concessionality refers to loans below
market rate or grants in ODA. In FinDev Canada’s case, the reference is more about access to resources
at higher levels of risk appetite. Under the concessional facility, the government is prepared to experience
a potential loss on its books for these transactions. Other FinDev projects are expected to fully recover
funds invested as loans or equity, usually with a profit for FinDev.® This expectation limits the scope of
climate finance that FinDev can contemplate in its core climate finance program.

All of FinDev activities have been implemented as loans or equity investments with private sector actors.
There is currently discussion around expanding these modalities to include guarantees, which provide
insurance for private sector investors to reduce risk. Loans and blended finance with the private sector
were also a large part of the $5.3 billion pledge. But the allocation of $2.7 of Canada’s climate finance
through FinDev now locks in all of these resources as loans/blended finance, on top of any deployment of
these modalities in GAC’s $3 billion. If the latter is allocated at 60%, the total for loan modalities in the
new pledge rises to a minimum of 76% of the $5.9 billion.

FinDev’s Climate Track Record FinDev has an established track record in climate finance, which
it is likely to build on as it expands its portfolio with its $2B in new capitalization over the next five years.

What can we learn from already financed climate projects?’

Using the Rio Markers (similar to determining GAC’s portfolio), Fin Dev has implemented well over $1
billion in climate finance since it was established in 2018.

Principal Purpose: US$870.8 million (70%)

Significant Purpose: US$366.8 million (30%)

Total Climate Finance Portfolio: USS$S1,237.6 million
These projects represent about half of FinDeV’s total portfolio of USS2.44 billion.

8 Profits can be reinvested by FinDev and in doing so, also count as new ODA, with no new investment by the
Government; in effect, developing country partners are generating ODA in paying down loans, which Canada then
claims as new ODA effort on its part.

7 The following statistics are the author’s calculations derived from total FinDev’s portfolio as of May 2026. The
Rio Marker system, allocations to adaptation and mitigation and regional allocations have been applied to the
projects based on project descriptions.



There are only two small adaptation projects (US$13.2 million), based in Sub-Saharan Africa, and these
are only significant purpose projects. All adaptation activities take place within projects whose purpose
is also climate mitigation. Adaptation activities have been assumed to be 50% of these projects, although
there is no basis to verify this division.

For principal purpose climate finance: Including significant purpose climate finance:
Adaptation: 19% Adaptation: 25%
Mitigation: 81% Mitigation: 75%

While present in a range of FinDev climate finance projects, adaptation has not been a substantive
dimension of most of these projects. This outcome is not unexpected. Recent research by the Zurich
Climate Resilience Network has demonstrated that at best 15% of climate adaptation needs can be met
by private sector actors, and this is limited to 5% for the most vulnerable countries and people.® With
much lower expectations for total finance for adaptation in GAC’s future climate finance, adaptation and
loss and damage finance has been significantly weakened in Canada’s new climate pledge.

Approximately 19% of FinDev’s climate finance has targeted Least Developed Countries, with Upper
Middle-Income Countries and Global allocations accounting for 60%. Lower Middle-Income Countries
implemented 21% of the climate portfolio.

As far as we are aware, there has been no coordination with GAC/ECCC on the priorities for these FinDev
climate investments in the context of policy directions for the $5.3B pledge. With a very different
mandates between GAC and FinDey, it is unclear whether there will be/can be an overarching policy
direction for the new climate pledge, which is essential for accountability, and whether coordination will
improve in implementing the overall pledge.

GAC's climate finance since 2010 has been the subject of a thorough independent evaluation. Presumably
the allocations of its $3 billion will be informed by this evaluation.® There is no known public evaluation
of any of FinDeV’s activities since its inception in 2018, and certainly not its climate finance projects. Yet
the Government appears confident that allocating $2.7 billion through FinDev will deliver effective climate
results in an increasingly complex geo-political landscape and an intensifying climate impacts
environment.

8 Zurich Climate Resilience Alliance, “Adaptation finance and the private sector: opportunities and challenges for
developing countries,” September 2025, page 28, accessed at https://zcralliance.org/resources/item/adaptation-
finance-and-the-private-sector-opportunities-and-challenges-for-developing-countries/

% The Evaluation Report can be found at https://international.canada.ca/en/global-
affairs/corporate/transparency/evaluations/2025/climate-finance-programming-report. For a summary of the
Evaluation findings see Brian Tomlinson, “Summarizing the Evaluation Report for Global Affairs Canada’s Climate
Finance Program,” February 2026, accessed at https://aidwatchcanada.ca/wp-
content/uploads/2026/02/Summary-of-Evaluation-of-Global-Affairs-Canada-1.pdf.
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4. Some Overarching Considerations

How much of the $3.17 billion pledge for GAC is actually new money? A Table in the Economic
Update (page 86) inexplicably puts the actual $3 billion commitment for GAC at $2,628 million. In
addition, it suggests that there is already $1,120 million over five years that can be covered by “Funds
Previously Provisioned in the Fiscal Framework.” These appear to be funds that were already allocated in
the fiscal framework irrespective of any new climate pledge. Less clear, is the allocation of $1,015 million
in “Funds Sourced from Existing Departmental Resources,” over the five years. What is the actual pledge
and how much is new money?*°

How does Canada intend to realize $13 billion in total climate finance over five years?  The Economic
Update suggests that Canada will deliver “over $13 billion in climate-related support to developing
countries over the next five year.” In addition to the new pledge of $5.9 billion, this amount includes
support provided by Export Development Canada (EDC) as well as private finance mobilized by official
resources. It isimpossible to verify this claim and no comparative figures are available for the 2021/22 to
2025/26 period.

According to Canada’s 2024 Biennial Transparency Report under the Paris Agreement, the EDC delivered
an average of $170 million in each of 2021 and 2022.*

Mobilized private finance in those years (2021 and 2022) averaged $103 million per year.'? Determining
and attributing the level of mobilized private finance in complex blended finance arrangements, layered
and multi-stakeholder financial structures, is notoriously difficult to avoid inflation of mobilized finance
and double counting.

The Economic Update suggests that FinDev Canada will achieve a mobilization ratio of $3 mobilized
private sector finance for each S1 of official resources. Recent ratios have fallen well short of this
benchmark. FinDev’s Annual Reports for 2022 and 2023 suggest a rather modest $176.5 million in private
finance raised with $445 million in project commitments, raising less than 40 cents in private finance for
every official dollar invested.’® In 2024, the ratio dropped to 26 cents of private mobilized finance for

10 A similar question might be asked about the $2 billion capitalization. To what degree does this capitalization
include the need to recapitalize FinDev’s ongoing operations, which already provided significant finance for private
sector mitigation support.

11 Government of Canada, First Biennial Transparency Report under the Paris Agreement, December 2024, page
144, accessed at https://unfccc.int/sites/default/files/resource/CAN-BTR1-2024-EN.pdf.

2 bid.

13 See FinDev, 2023 Annual Report, pages iv and vii, accessed at
https://www.findevcanada.ca/themes/custom/dfic/annual-

reports/2023/en/ img/docs/2024 FinDev 2023 Annual Report EN.pdf and FinDev, 2022 Annual Report, page vi,
accessed at https://www.findevcanada.ca/themes/custom/dfic/annual-

reports/2022/en/ img/docs/2023 045 FinDev 2022 Annual Report EN.pdf.
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every dollar of new commitments in that year.!* Notably this information on mobilization is buried in its
annual reports and does not figure prominently on its web site. Achieving a 3 to 1 ratio towards the $13
billion goal seems highly aspirational.

The $13 billion also includes “support provided through multilateral development banks.” This
component of the $13 billion is not any direct Canadian climate finance. Canada is permitted under
UNFCCC reporting guidelines to include a share of climate finance provided by Multilateral Development
Banks (MDBs), proportionate to Canada’s shares in these institutions.’> These amounts require no actual
financial effort relating to climate finance on the part of the Government. In 2021 and 2022, this amount
was $775 million or about $390 million per year. Climate finance by these institutions has grown
significantly since then, and is expected to continue to do so over the next five years, and Canada’s
imputed share will grow accordingly with no additional effort.

Altogether these amounts will reach $13 billion over the five years according to the Economic Update.
Hopefully the Government will provide greater transparency than is currently available on its expectations
for these components beyond its $5.9 billion total pledge that make up its $13 billion goal.

1 FinDev, 2024 Annual Report, page vii, accessed at https://www.findevcanada.ca/themes/custom/dfic/annual-
reports/2024/en/ img/docs/FinDev 2024 Annual Report Layout EN V5 ALL.pdf.

15 These MDB allocations are from their core resources, and does not include any special funds that Canada might
establish at the Banks. The latter would come from the $5.9 billion pledge as it has in past pledges.
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