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A Profile of Canada’s Climate Finance:
A Summary Table

Scale of Climate Finance

Metric

Amount

(1) $2.65 billion Commitment (March 2020)

$2.03 billion committed

(2) Total GAC Principal Purpose Finance
Commitments (March 2020)

$2,.3 billion including $205.2 million in principal
purpose bilateral projects not included in the
$2.65 billion commitment.

(3) Total Climate Finance, All Channels and
Modalities (Cumulative commitments from
2016 to 2018)

$2.50 billion,

e Of which $946 million relates to the $2.65B

commitment;

e Including $819.5 million from EDC / FinDev
Canada;

e Including $441.2 million in core multilateral

support imputed to Canada.
e Including $858.9 million bilateral principal
purpose and significant purpose (@30%)

projects

Meeting Canada’s Fair Share of US$100 Billion by 2025/26

Metric

Amount

(4) Bilateral Aid Fair Share (Relating to the $2.65B
commitment) @3.8% based on Canada’s
average GNI

$1.8 billion per year

(5) 2015 Bilateral Canadian Commitment

$2.65 billion over five years and
$800 million per year in 2020/21

(6) Total five-year cumulative finance needed to
reach Canada’s bilateral fair share by 2025/26,
including the S800 million in 2020/21 carrying

forward

$6.76 billion, compared to $2.65 billion for
current commitment (this target does not
include EDC/FinDev Canada climate finance)

(7) Total new resources needed to meet Canada’s
bilateral fair share, assuming annual
contributions of $800 million from 2020/21-
2025/26

$2.76 billion (this target does not include
EDC/FinDev Canada climate finance)




Adaptation / Mitigation Balance

Metric

Amount

(8) GAC Principal Purpose Climate Finance ($2.65
billion projects and bilateral projects) (March
2020)

28% Adaptation / 72% Mitigation

25% Adaptation / 75% Mitigation
(52.65 billion projects only)

(9) Total Climate Finance, All Channels and All
Modalities (#3 above)

29% adaptation / 71% mitigation

Support to the Vulnerable?!

Metric Amount
(10) LDCs/LICs 21%
LMICs 19%
UMICs 19%
Global Unallocated 45%
(11) Africa 17%
Pacific 1%
Asia 16%
Americas 20%
Middle East / Europe 6%
Global (Unallocated) 40%

Gender Equality and Women’s Empowerment?

Metric Amount
(12) Significant Purpose Gender Equality (one
gender equality objective among other project 93.3%
objectives)
(13) Principal Purpose Gender Equality (gender 0.2%
equality main objectives for project) '
(14) No Gender Equality Objective 6.5%
(15) Support for Women's Rights Organizations 0.1%
Loans and Grants®
Metric Amount
62%

(16) Share of loans (March 2020)

(68% of $2.65 billion commitment)

1 Based on principal purpose project commitments - $2.65 billion projects and bilateral projects, March 2020.
2 Based on GAC principal / significant purpose climate project disbursements, cumulative 2016/17 to 2018/19.

3 Based on project commitments for $2.65 billion and principal purpose bilateral projects.



Channels of Delivery*

Metric Amount
(17) Multilateral Development Banks 37.7%
Other Multilateral 31.6%
Green Climate Fund 18.6%
Government 2.5%
Civil Society 7.2%

Sector Allocation of Canada’s Climate Finance®

Metric Amount
(18) Renewable Energy 26.8%
Other Energy 12.6%
Environmental Policy and Activities 32.5%
Agriculture and Forestry 10.5%
All Other Sectors 17.6%

Canada in Comparison with Other DAC Donors®

Metric

Amount

(19) Ranking in terms of Total Climate Finance

(cumulative commitments 2016 to 2018)

9" among 24 donors
8™ for adaptation only
8" for mitigation only

(20) Ranking in terms of Climate Finance as Share

of GNI (2018 only)

14" among 21 donors
(0.04% of Canada’s GNI)

(21) Ranking in terms of share to adaptation

4% (49%)
7" if coding for Canada’s support to MDBs is
adjusted to reflect actual projects

Notes on Metric Source in Paper:

(1) Annex Three, Table A

(2) Annex Three, Tables A and B

(3) Annex Two, Table 1

(4) Section 6 (a)

(5) Section6

(6) Section 6 (a) and Annex 12, Table 1

(7) Section 6 (a) and Annex 12, Table 1

(8) Annex Three, Tables A and B

(9) Annex Two, Table 1

(10) Annex Three Tables A and B; Section 3 (c)
(11) Annex Three Tables A and B; Section 3 (c)

(12) Section 4 (d)

(13) Section 4 (d)

(14) Section 4 (d)

(15) Section 4 (d)

(16) Annex Three, Tables A and B & Section 3 (a)
(17) Section 4 (c) and Annex 9

(18) Annex 8, Table All Climate Finance

(19) Section 5 and Annex 11

(20) Section 5 and Annex 11

(21) Section 5 and Annex 11

4 Based on GAC principal / significant purpose climate project disbursements, cumulative 2016/17 to 2018/19.

5 Based on GAC principal / significant purpose climate project disbursements, cumulative 2016/17 to 2018/19

8 All donors adjusted with significant purpose climate finance included at 30% of commitment/disbursement.



Recommendations

Several recommendations follow from the analysis of current allocations of Canada’s climate finance as
well as the proposals for Canada’s post-2020 climate finance commitment and priorities.’

Recommendation 1: Concessional Climate Finance Canada’s commitment of official resources in
support of its bilateral effort towards the USS100 billion annually, where the full purpose is climate
adaptation/mitigation or loss and damage related to climate change, should only involve concessional
public financing. All loans should be reported at the grant equivalency value. Canada should clearly
distinguish in its reporting to the UNFCCC the rationale and details of all modalities of eligible climate
finance. But export credits, loan and investment guarantees should not be included in Canada’s post-
2020 climate finance commitment of official resources in order to maintain clear accountability to poor
and vulnerable countries and populations for these commitments.

Recommendation 2: Green Climate Fund Canada should review its first replenishment and increase its
contribution to the Green Climate Fund to a minimum of $600 million in line with the ambition shown by
its peers.

Recommendation 3: Gender Equality in Climate Finance = GAC should enhance its FIAP Action Area
Policy by examining current climate projects in which gender equality is mainstreamed in order to assess
and learn critical success factors for gender transformative climate adaptation and mitigation. GAC should
give priority to initiatives in which gender equality is the principal entry point and purpose.

Recommendation 4: Blended and Innovative Finance Global Affairs Canada should establish a review
mechanism to assess the relevance and impact of Canada’s blended and innovative finance for climate
mitigation and adaptation goals, as well as gender equality and women’s empowerment, utilizing the
Kampala Principles and the Tri Hita Karana Roadmap as the framework. It should involve all relevant
stakeholders in this review, which should inform future blended finance initiatives in its climate finance
portfolio.

Recommendation 5: Principles to Guide a Fair-Share Climate Finance Portfolio = Canada’s post-2020
climate finance should not only set a finance target, but should include a commitment to essential
qualities for this finance, including,

1) Making a fair share contribution: New targets, at a minimum, should uphold Canada’s fair
share of developed countries’ financing obligations;

7 These recommendations follow very closely those made in the 2019 Report. See Brian Tomlinson, The Reality of
Canada’s International Climate Finance, 2019: Towards a fair share climate finance portfolio for Canada, A report
by AidWatch Canada for C4D, September 2019, accessed at http://climatechangeanddev.ca/wp-
content/uploads/2019/11/Final-October-2019-Climate-Report.pdf.




2) Addressing climate finance additionality: Climate finance targets should ensure
additionality and take into account the need to grow Canadian Official Development
Assistance (ODA) to meet the UN target for ODA of 0.7% of GNI and its international
development obligations to the poorest and most vulnerable countries. Canada should
establish a line item for principal purpose climate finance in the International Assistance
Envelope and increase the Envelope each year minimally by at least the planned level for
these disbursements.

3) Giving priority to adaptation: Canada should aim to allocate a minimum of 50% of its
principal purpose climate finance commitments to adaptation. Loss and damage allocations
would be included as adaptation, but beyond this 50% target for adaptation;

4) Giving priority to gender equality, aligned to the FIAP: Financing modalities should
integrate and assess gender equality objectives in all climate finance project commitments,
including explicit gender strategies for each project, and allocating at least 15% of climate
finance to projects with gender equality as its principal purpose;

5) Supporting a pathway to low greenhouse gas emissions: Ensuring that all climate finance
is consistent with a low greenhouse gas emissions pathway and climate resilient
development;

6) Targeting the most vulnerable countries and people: All climate finance modalities, but
particularly those related to adaptation, should take into account and respond to the urgent
needs of the most vulnerable (LDCs, SIDSs, poor and marginalized populations), consistent
with development effectiveness principles; and

7) Establishing appropriate balance in financing modalities: The choice of financing modalities
should follow from these principles, based on full consultation with stakeholders, taking into
account learning from the 2015 — 2020 climate finance experience.

Recommendation 6: Canada’s Fair Share = Canada must ramp up its annual bilateral climate finance
from $800 million in 2020/21 to $1.8 billion, which is Canada’s fair share of bilateral contributions to
USS$100 billion annual climate finance, based on its wealth relative to other developed countries.

» The Government commits to reach this fair share of $1.8 billion in annual climate finance by
2025/26 through commensurate annual increases in the International Assistance Envelope (IAE).
A five-year plan will require a commitment of $6.76 billion between 2021/22 and 2025/26,
including the 2020/21 target of $800 million going forward.

Recommendation 7: A Costed Plan for Allocating the $6.76 billion Pledge The Government should set
out a fully costed plan for its climate finance commitment of $6.76 billion, consistent with the principles
set out in Recommendation 5. This Report provides an example of such a plan.
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The Reality of Canada’s
International Climate Finance, 2020

1. Introduction

The devastating impact and relentless spread of the Covid-19 pandemic since the early months of 2020
have starkly exposed the risks that humanity face, with profound consequences for peoples’ health, well-
being and livelihoods across the globe. At the July High Level Political Forum, with a mandate to assess
progress for the Sustainable Development Goals (SDGs), UN Secretary General Antonio Guterres pointed
to the convergence of Covid-19 with systemic global crises, not least the ignoring of warnings about the
fallout from a severely damaged natural environment and an irreversible climate emergency. According
to the UN General Assembly President Tijjani Muhammad-Bande, “the coronavirus pandemic has
exacerbated pre-existing systemic and structural inequalities in all countries,” requiring “responses [that]
must focus on the two-thirds of the world’s population at risk of being left behind.”®

In the last decade, the most vulnerable populations — women, children, the elderly and Indigenous
communities — have been hit hard by the climate crisis. More frequent and extreme storms, droughts,
and heat waves, food crises, and new disease patterns are impacting more and more people. The world’s
poorest people are the first and most affected by climate shocks: almost half of those living in extreme
poverty are found in countries most vulnerable to climate change.® Climate change compounds the
deeply embedded injustice of gender inequalities in all societies.®

More than 1.3 billion people, or 22% of the population of developing countries, live in conditions of multi-
dimensional poverty: 91% of these people lack clean energy; four out of five live in houses with
substandard materials to shield them from the elements; and over half lack access to electricity. At least
84% live in rural settings highly vulnerable to environmental degradation and other climate induced
impacts.!! The Global Climate Risk Index has documented more than 12,000 extreme weather events
worldwide over the past two decades, killing approximately 495,000 people and causing economic losses
equivalent to approximately USS$3.5 trillion.!2

8 See https://enb.iisd.org/hlpf/2020/14jul.htm| and “A Decade of Action Has Become a Decade of Recovery, HLPF
Focuses on Pandemic Response,” ISD, July 21, 2020, accessed at https://sdg.iisd.org/news/as-decade-of-action-
has-become-a-decade-of-recovery-hlpf-focuses-on-pandemic-response/.

9 Jordan Beecher, “Climate Finance and Poverty,” Development Initiatives, November 2016, accessed at
http://devinit.org/wp-content/uploads/2016/11/Development-Initiatives-Climate-Finance-report.pdf.

10 CARE Canada, #SheleadsinCrisis, February 2020, accessed at https://care.ca/2020/02/she-leads-in-crisis/.

11 Oxford Poverty and Human Development Initiative and UNDP, “Charting pathways out of multidimensional
poverty: Achieving the SDGs,” July 2020, p. 27 ff, accessible at https://ophi.org.uk/wp-content/uploads/G-
MP| Report 2020 Charting Pathways.pdf.

12 Eckstein, et. al, Global Climate Risk Index, 2020, GermanWatch, December 2019, accessed at
https://germanwatch.org/en/17307. The ten most affected countries were Puerto Rico, Myanmar, Haiti,
Philippines, Pakistan, Vietnam, Bangladesh, Thailand, Nepal, and Dominica. Of these ten, seven are least
developed or lower middle-income countries.
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The number of food insecure people has also been growing over the past three years, partly due to climate
shocks, with 250 million people in Africa (19% of the population) who regularly do not have access to safe,
affordable and nutritious food. The International Panel on Climate Change (IPCC) have estimated that
globally up to 180 million additional people are at risk of hunger by 2050.1* Peoples’ vulnerability is readily
apparent with the FAO estimating that between 83 and 132 million additional people could be pushed
into hunger in the next few months due to Covid-19 because of job loss and lockdown measures.'* Up to
70% of countries most vulnerable to climate change are also listed as having the highest risk of
experiencing Covid-19-related food insecurity.®

A complex nexus between poverty, food insecurity, gender and other forms of inequalities, alongside
increasing climate change hazards, creates a dangerous potential for growing impoverishment across
countries, to which the pandemic adds layers of complexity. All of these compounding crises will deeply
impact millions of peoples lives in Africa and Asia, demanding urgent and transformative actions, including
a ramping up of international cooperation measures by Canada and other donors.’® Canada’s ODA
performance in 2019 at 0.28% of our Gross National Income (GNI) falls far short of the UN target of 0.7%.

2020 was to be a critical year for decisive action addressing the climate emergency. The year was to host
several global meetings towards renewed negotiations at COP26, the annual gathering of the UN
Framework Convention on Climate Change (UNFCCC), at which countries were expected to come forward
with their highest-ambition plans for tackling climate change. It is also the year by which developed
countries agreed to mobilize US$100 billion in international climate finance — a critical measure for
restoring trust in an international climate policy regime that has consistently fallen short of expectations.

All of these measures remain critical in response to growing political pressure as millions have taken to
the streets in the past two years, mobilized by youth and other grassroots peoples’ movements, convinced
by the urgent need for profound changes in the face of a planet in peril.

13 IPCC, Special Report on Climate Change and Land, Chapter Five, Food Security, January 2020, accessible at
https://www.ipcc.ch/srccl/chapter/chapter-5/.

14 FAO, IFAD, UNICEF, WFP and WHO., The State of Food Security and Nutrition in the World, 2020, Rome, July
2020, accessed at
https://sustainabledevelopment.un.org/index.php?page=view&type=20000&nr=6909&menu=2993.

15 This calculation is made by comparing the ND-GAIN Country Index summarizes a country's vulnerability to
climate change (https://gain.nd.edu/our-work/country-index/rankings/) and the INFORM COVID-19 Risk Index
(https://data.humdata.org/dataset/inform-covid-19-risk-index-version-0-1-2). Thanks to Shaughn McArthur at
CARE Canada for making this link.

16 Antony Charles, et al., “Avoiding Maladaptation by Coordinating Responses to Climate and Poverty,” 2000,
forthcoming, derived from Charles, A., et al., 2020. Addressing the Climate Change and Poverty Nexus: A
coordinated approach in the context of the 2030 Agenda and the Paris Agreement., FAO, Rome 2019, accessible at
http://www.fao.org/3/cab6968en/ca6968en.pdf.
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As countries and communities around the world continue to respond to the impacts of the Covid-19 health
and economic crises and reopen different sectors of the economy, a new opportunity has emerged to use
this moment rebuild the broken social and economic systems back and better. The pandemic may open
up new opportunities for a ‘just and green recovery’.

The paths for a green recovery are far from certain. Will governments build back with measures that
radically accelerate shifts towards affordable renewable energy production and use? Will they allocate
much needed finance for adaptation projects that lessen unavoidable impacts from climate change? Or
will the likelihood of an ever-deepening global economic crisis weaken resolve and push back expectations
for transformative policy changes to truly address a climate emergency and ecological crisis?

In this context of opportunity and uncertainty what might be the implications for Canada’s international
assistance and climate finance? Internationally, Canada has invested in the global effort to develop a
vaccine for Covid-19 and to alleviate immediate needs in developing countries. But a broader strategy for
systemic change is not apparent mid-2020.

At the end of May, Prime Minister Trudeau (with the UN Secretary General and the Prime Minister of
Jamaica) co-convened world leaders to accelerate global responses to the pandemic. This joint initiative
acknowledged that “we cannot wish away systemic risks, from the climate crisis to high and persistent
inequalities.” It affirmed that “everyone will benefit if we address these risks by investing up front.” Yet
the Prime Minister is only quoted with a vague response, supporting “collective and individual actions to
enable a recovery that leads to more inclusive, sustainable and resilient economies, where no on is left
behind.”Y’

The Minister for International Development, Karina Gould, has also highlighted the importance of urgent
action: In the context of the pandemic’s stress on food systems, the need “to protect our planet and take
climate action seriously” she said must be a key priority.!® But the policy parameters for this priority
remain largely unanswered.

Only a massive coordinated global green recovery package, with major contributions from Canada and
other donor countries, can transform systemic inequalities at the national and international levels and
come forward with the needed resources to recover and achieve the UN Agenda 2030 and its Sustainable
Development Goals (SDGs). According to IMF analysts, without such support, for low income and least
developed countries “permanent scars [from the health and economic impacts of the virus] are likely to
harm development prospects, exacerbate inequality, and threaten to wipe out a decade of progress

17 “Government and international organizations come together to address economic challenges and sustainability,”
May 28, 2020, accessible at https://pm.gc.ca/en/news/news-releases/2020/05/28/governments-and-
international-organizations-come-together-address.

18 Karina Gould, “Opinion: Rebuilding a more resilient planet,” Thomson Reuters Foundation, May 1, 2020,
accessible at https://news.trust.org/item/20200501102506-sxegy/.
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reducing poverty.”

The government was to announce a new climate financing five-year package for the years 2021 to 2025
in the lead up to the now postponed COP26. This report for the Canadian Coalition on Climate Change
and Development (C4D) examines in detail Canada’s allocations of the current five-year $2.65 billion
commitment, which is to be completed by March 2021. It affirms the need for a new package that realizes
Canada’s fair share of the Paris (COP21) US$100 billion commitment for annual climate finance to 2025.

More specifically this report aims to:

e Track and assess the trends apparent in the allocation of Canada’s $2.65 billion current
commitment with the latest available data, measured against stated objectives, the goals of
Canada’s Feminist International Assistance Policy and Canadian CSO priorities for this finance;

e Provide a comparison with other donor countries’ performance in climate finance, including an
analysis of Canada’s share of the US$100 billion to developing countries; and

e Reaffirm a Canadian roadmap for new financing with the aim to reach our fair share of the US$100
billion by 2025.

In focusing on these areas, the report will pay particular attention to 1) the various channels through
which Canada allocates international finance to address the climate emergency; 2) the use of the
multilateral system and the deployment of loans in Canada’s climate finance; 3) the intersection of
women’s rights, agriculture, and climate change; and 4) the degree to which there is / can be private
sector partnerships for adaptation.

This report is one of a series of annual reports for C4D on these themes. It builds upon the finding of The
Reality of Canada’s International Climate Finance, 2019: Towards a fair share climate finance portfolio for

Canada, and in particular this 2019 report’s proposals for a new Canadian climate finance commitment,
2021/22 to 2025/26.%°

The Reality of Canadian International Climate Finance 2020 report assesses a comprehensive picture of
Canada’s commitments to adaptation and mitigation. It starts with Section 2 by examining the latest
official information on Canada’s climate, which is presented in its Fourth Biennial Report to the UNFCCC
for the years 2017 and 2018, and in the Third Biennial Report for 2016. The Biennial Reports highlight a
complex structure for this climate finance with its different channels for its allocation. These different
channels go well beyond the GAC allocations made to fulfil Canada’s 2015 $2.65 billion commitment.

19 Gurara, D., Frabrizio, S., and Johannes Wiegand, “COVID-19: Without Help, Low-Income Developing Countries
Risk a Lost Decade,” IMF Blog, August 27, 2020, accessed at https://blogs.imf.org/2020/08/27/covid-19-without-
help-low-income-developing-countries-risk-a-lost-decade/.

20 See Brian Tomlinson, The Reality of Canada’s International Climate Finance, 2019: Towards a fair share climate
finance portfolio for Canada, A report by AidWatch Canada for C4D, September 2019, accessed at
http://climatechangeanddev.ca/wp-content/uploads/2019/11/Final-October-2019-Climate-Report.pdf.
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Section 3 continues this analysis by analyzing separately these various climate finance components and
channels. For several components, such as those projects that make up the $2.65 billion commitment,
the analysis brings together detailed data on known project commitments, up to March 2020, beyond the
cut-off at 2018 for the UNFCCC Report.

Section 3 concludes by collating all of the different channels to calculate a very approximate estimate of
Canada’s total climate finance contributions for the three years, 2016 to 2018, the years since the 2015
Paris Agreement. This estimate adds together 1) Canada’s bilateral climate finance (including Canada’s
$2.65 billion commitment projects), 3) multilateral climate finance imputed back to Canada based on its
core contributions to these institutions, and 3) mobilized private sector finance (through official
contributions).

All three areas make up the Copenhagen global commitment to US$100 billion in annual climate finance
to be achieved by all donors by 2020. Because this estimate of total Canadian climate finance cumulates
all three areas, including mobilized private sector finance, it is a larger amount than the government’s
public finance alone. The analysis in Section 3 paints a mixed picture of not only the $2.65 billion
commitment, but also the other components, in relation to CSO goals to focus concessional grant-based
climate finance on the conditions for the most vulnerable, with significant resources to adaptation.

Section 4 updates trends in Canada’s climate finance for sector priorities, channels of delivery, and its
emphasis on gender equality goals. Data for this analysis is only available for project disbursements (not
commitments) through GAC’s Historical Project Dataset (HPDS) for the fiscal years, 2016/17 to 2018/19.%
The HPDS identifies principal purpose climate finance projects (including the $2.65 billion project
commitments) as well as significant purpose climate projects (where a climate change objective is one
among several other project objectives). While a different entry point (disbursements, not multi-year
project commitments), the trends over these years is a good proxy for overall trends in these areas for
the commitments identified in Section 3.

Section 5 compares Canada’s climate finance with other DAC donors. In final Section 6, the report builds
on the proposed framework from the 2019 report for Canada’s post-2020 five-year climate finance
commitment. All of the report’s sections are substantiated by twelve annexes that provide much more
detail to document projects and trends, including an analysis of the Green Climate Fund allocations
(updated from the 2019 report).

211t is important to note that the report, where possible, presents annual project finance data as commitments. A
project commitment is the total amount allocated to that project, which may in turn be disbursed by the
government to the project implementer over a number of years. Where this analysis is not possible because of a
lack of data for project commitments, the report relies on GAC’s Historical Project Dataset of annual project
disbursements for these projects. The latter allows for an analysis of specific trends for sector allocation, the use
of different channels and for an assessment of gender equality. While the overall trend will be the same for both,
the exact totals for annual project disbursements will be different from the annual total of project commitments.
Section 4 must rely on project disbursements for its analysis.
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2. Canada’s Biennial UNFCCC Reports on Climate Finance

Canada’s Reports to the UNFCCC - Key Points

1. Canadareported to the UNFCCC a total of $2.5 billion in climate action for developing countries
between 2016 and 2018, including all modalities and channels (Annex Two, Table 1).

2. Only $946 million of this $2.5 billion (38%) related to Canada’s $2.65 billion pledge (see Figure
Two).

3. Canada reported to the UNFCCC $820 million (33%) in climate finance through Export
Development Canada and FinDev Canada for mobilizing private sector finance for climate
purposes, but provided no detail on EDC commitments (Annex Two, Table 1).

4. Of the total climate finance reported ($2.5 billion), less than half (47%) was provided in the
form of grants. The remaining 53% was in the form of loans and other guarantees (including
EDC and FinDev Canada).

5. Canada’s Fourth Report to the UNFCCC suggests that repayable loan financing seems to be
Canada’s default choice for developing countries, with grants only used “where cost-effective
market-based financing is not viable.” Developing country partners must pay back Canada for
efforts to mitigate global climate impacts, where they bear little if any historical responsibility
for the climate emergency.

6. Despite the UNFCCC report’s recognition of the urgent need to scale up climate finance, its sole
focus is on mobilizing investment opportunities for the private sector.

7. The Fourth Biennial Report estimates that approximately US$309 million in private sector
finance was mobilized via an investment of US$213 million in Canadian public finance in 2017
and 2018.

Canada Third and Fourth Biennial Reports to the UNFCCC together provides considerable detail on the
various components of Canada’s climate finance disbursements between 2016 and 2018.22 This Section
first examines the most recent Fourth Report in detail. It then combines data from the Third and Fourth
Report for an analysis of Canada’s reported climate finance to the UNFCCC for the three years since the
2015 Paris Agreement.

22 See Government of Canada, Canada’s Fourth Biennial Report on Climate Change, December 2019, Chapter 6,
accessible at https://www4.unfccc.int/sites/SubmissionsStaging/NationalReports/Documents/1687459 Canada-
BR4-1-Canada%E2%80%995%20Fourth%20Biennial%20Report%200n%20Climate%20Change%202019.pdf. Details
of Canada’s climate finance for 2017 and 2018 is set out in Tables 7 and 7a, accessible at
https://unfccc.int/sites/default/files/resource/can 2020 v1.0.xIsx. For the Third Biennial Report, see Government
of Canada, Canada’s 7" Communication and Third Biennial Report, 2017, Chapter 7, accessible at
https://unfccc.int/files/national reports/national communications and biennial reports/application/pdf/8205149
3 canada-nc7-br3-1-5108 eccc can7thncomm3rdbi-report en 04 web.pdf.
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a) Canada’s Fourth Biennial UNFCCC Report for 2017 and 2018

In January 2020 Canada submitted its Fourth Biennial Report on Climate Change to the UNFCCC, including
a chapter on the “Provision of Financial, Technological and Capacity-Building Support to Developing
Country Parties [for the years 2017 and 2018].” For these two years, Canada disbursed approximately
$1.5 billion to developing countries for climate action, up from $625 million reported in the Third Biennial
Report. These 2017/2018 disbursements were made up of several components (see Figure One),
including $704 million relating to Canada’s $2.65 billion five-year commitment established in 2015 just
prior to COP21 Paris Agreement.

Observations on Components of Canada’s Fourth Biennial Report to the UNFCCC (Figure One):

e Only 46% of Canada’s climate finance for these two years related to disbursements under the
$2.65 billion (See section 3 (a) for more detail on this commitment).

e The $2.65 billion-related disbursements and other international assistance (mainly bilateral
projects with some climate objectives) [$967 million) made up just under two-thirds (63%) of
climate finance. (See section 3 (b) and 3 (d) for more details on bilateral climate disbursements.)

e Canada reported that it provided $547 million (36%) in climate finance through Export
Development Canada and FinDev Canada for mobilizing private sector finance for climate
purposes. EDC contributed $278 million in 2017 and $231 million in 2018. The report provides
no details on these climate finance activities.

e Provinces and municipalities provided $17 million in climate finance in 2017 and 2018, with the
Province of Quebec making up 70% of this amount.

Figure One: Canada’s Climate Finance Disbursements, Fourth UNFCCC Report, 2017 and 2018

Canada's Climate Finance Direbursements, 2017 & 2018, $1.5 Billion
Fourth Biennial Report to the UNFCCC, December 2019
© AidWatch Canada, July 2020
$38M (3%) - FinDev
Canada Climate
Commitments

$246M (16%) - International

with Climate Component
(@ 30% of Disbursements)

$509M (34%) -
Export Development
~_Canada (EDC) Climate
Related Support

$704M (46%) - Canada's
$2.658B Climate
Commitment

\ $17M (1%) - Provinces &

Municipalities
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Canada’s latest report to the UNFCCC highlights increasing support for adaptation; it affirms the important
roles of the institutions and mechanisms of the UNFCCC (e.g. support for the Green Climate Fund); and it
stresses the inter-linkages between climate and development in many of its climate financed activities
(i.e. the importance of aligning development cooperation with the Paris Agreement).??

The report emphasizes the government’s strong focus in its climate finance on the empowerment of
women and girls and gender equality in line with the FIAP: “Canada works with a wide range of partners,
including international organizations, government institutions, businesses and civil society to advance
gender mainstreaming and ensure women and girls play a leadership role in designing, developing and
implementing climate change adaptation and mitigation strategies” (page 42).

Of the $967 million reported as multilateral and bilateral climate finance to the UNFCCCin 2017 and 2018,
more than half (51% or $492 million) was provided as a concessional loan, through special Canadian funds
for partnerships with the private sector established at the World Bank’s International Finance Corporation
(IFC), the Asia Development Bank and the Inter-American Development Bank. The report provides the
following rationalization of tits choice of grant or loan funding modalities:

“Canada uses grant financing where cost-effective market-based financing is not viable, such as
for most adaptation projects in the poorest and most vulnerable countries. Alternatively, non-
grant financing, including on concessional terms, is the primary choice when viable market-based
financing is constrained by factors such as capital availability, market failures, and perceived risk.”
(page 42)

According to this rationale, repayable loan financing seems to be Canada’s default choice for developing
countries, who seemingly must pay back Canada for efforts to mitigate global climate impacts, where they
bear little if any historical responsibility for the climate emergency. (See section3 (a) and 3 (g) for more
on Canada’s climate finance loans.) The report also estimates that approximately $47 million has been
repaid to Canada in 2017 and 2018 from prior climate finance loans, likely from the Fast Start period (page
44). This amount was not deducted from the report’s total climate finance.

The chapter also discusses the urgent need to scale up climate finance, but its sole focus is on mobilizing
investment opportunities for the private sector. Somewhat ironically, later in the UNFCCC report, Canada
acknowledges “the barriers and challenges that developing countries face in accessing climate finance
support” and its support for “international initiatives with the aim of making finance more accessible.”
(page 43)

Despite the statement that “addressing climate change requires all actors, public and private, to engage
in climate action” towards low-carbon and resilient paths (page 43), there are no indications of directions
for scaling up Canada’s public international finance for its fair share in addressing the climate emergency
in developing countries.

23 See a discussion of alignment of ODA with the Paris Agreement in section 3 (d).
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b) An overview of Canada’s climate finance reported to the UNFCCC, 2016 to 2018

By combining data from Canada’s Third and Fourth UNFCCC Reports, it is possible to have a snapshot of
total climate finance disbursements, for the period 2016 to 2018. This is the period relevant to Canada’s
$2.65 billion five-year commitment. These disbursements are set out in Figure Two. They have trends

that are very similar to those for Figure One above (which looks only at the Fourth Biennial Report for

2017 / 2018).

Observations on components of Canada’s UNFCCC reported climate finance, 2016 to 2018 (Figure Two):

private sector as well as various forms of guarantees (for loans, trade and investment).

Figure Two: Canada’s Climate Finance Disbursements, UNFCC Reports, 2016 to 2018

Canada's Climate Finance Disbursements, 2016 to 2018, $2.1 Billion

Canada's Third and Fourth Biennial Report to the UNFCCC
Excludes $53.2 million for 2015 for the International Assi [¢ AidWatch Canada, July 2020

$38M (2%) - FinDev

$297M (14%) - International Canada Climate
A Commitments

i (mainly bil; 1)
with a climate change
component (@30% of
disbursements)
$782M (37%) - Export
Development Canada
Climate Related Support

$946M (45%) - Canada's
$2.65B Commitment

' \ $23M (1%) - Provinces
and Municpalities

Source: Pie charts on pages 212 and 41 respectively from Canada’s Third and Fourth
Biennial Reports to the UNFCCC

Canada identifies a total of $2.1 billion in climate-related activities in its reports to the UNFCCC
for the years, 2016 to 2018.

Up to 2018, Canada reported to the UNFCCC a total of $946 million in climate disbursements
related to its $2.65 billion commitment, which make up less than half (45%) of all climate-related
activities reported to the UNFCCC.

Canada references a total of $782 million in climate-related support activities by Export
Development Canada, but does not detail these activities, which presumably include loans to the

Canada’s Third and Fourth Biennial Reports also provide tables detailing all climate related project
disbursements for the period 2015 to 2018. Annex Two, Table 1, extracts a summary of these detailed
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climate related project activities, cumulated for the years 2016 to 2018. These tables in the UNFCCC

reports differentiate between multilateral and bilateral channels, allocated to adaptation or mitigation.?*

Observations on details of climate finance reported to UNFCCC for 2016 to 2018 (Annex Two, Table 1):

Including all channels, a total of $2.5 billion in climate finance was reported by Canada to the
UNFCCC for the years 2016 to 2018, the years relevant for Canada’s Paris Agreement commitment
to ramp up climate finance alongside other donors. This amount incorporates all modalities
through which Canada provided official climate finance, including core climate disbursements
from multilateral organizations imputed back to Canada.®

Over these three years, a total of $1,236.7 million in non-core multilateral and bilateral climate
finance disbursements were reported by Canada to the UNFCCC.?® However, only $946 million of
this finance corresponds to the $2.65 billion commitment (Figure 2). The remaining 24% of these
disbursements were for bilateral climate finance projects and projects where climate finance is
one objective among several. Disbursements in support of the $2.65 billion commitment made
up only 38% of the total climate finance ($2,497 million) reported to the UNFCCC.

A third of the overall total (5820 million) were for support of climate related activities by the
Export Development Canada and FinDev Canada [see section 3 (e)].

$441 million in multilateral climate finance (18% of the overall total) was attributed to Canada
with respect to Canada’s core support for multilateral institutions and banks. These amounts
were Canada’s share of climate finance originating from these institutions from their core
financing and own resources based on donor coefficients determined by the Development

Assistance Committee (DAC).?’

Of the $1.2 billion in multilateral and bilateral climate finance reported to the UNFCCC, 47% was
reported to be for adaptation and 53% for mitigation (with cross-cutting purposes distributed
equally to these two purposes). See section 3(g) for an alternative view on the
adaptation/mitigation breakdown in Canada’s climate finance (29% for adaptation and 71% for

mitigation taking account all channels).?®

24 Note that the total for non-core multilateral (including support for the GEF) and bilateral project disbursements
in this Annex Two, Table 1 ($1,236.7 million) differs slightly from the total for International Assistance and
Canada’s $2.65 billion commitment ($1,243 million) in Figure Two. It is not possible to reconcile the detailed
project activities listed in the tables in these Biennial Reports with the Pie Charts in the same Reports (page 212 in
3" Biennial Report and page 41 in 4™ Biennial Report). The pie charts are the sources for Figure Two as pie charts
seem to be aggregated differently. The difference is $6 million.

25 |t does not include private sector mobilized climate finance. See Section 3(g) below.

26 Core contributions to multilateral organizations are based on Canada’s negotiated obligations for these
organizations. Non-core support is directed to specific initiatives.

27 These imputed multilateral disbursements relate to the US$29.5 billion share of the US$100 billion target, which
is core multilateral climate finance attributed to developing country providers.

28 The difference is mainly the treatment of several Canada’s special funds for the private sector at multilateral
development banks. The smaller percentage for adaptation is based on the actual experience of these funds in
allocating loans to the private sector for climate purposes.
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e Of the total climate finance reported ($2.5 billion) less than half (47%) was provided in the form
of grants. The remaining 53% was in the form of loans and other guarantees (including EDC and
FinDev Canada). See sections 3 (a), 3 (e) and 3 (g) for more detailed assessments of loans in the
different components of Canada’s climate finance, including the commitment of $2.65 billion.

e The Fourth Biennial Report estimates that approximately US$309 million in private sector finance
was mobilized via an investment of USS213 million in Canadian public finance in 2017 and 2018,
an average of US$155 million a year for these two years (page 43).%° Each US dollar mobilized
required at least USS0.69 in Canadian official funds.

c) Is Canada’s UNFCCC reporting coherent with Paris Rulebook?

COP24 in 2018 reached agreement on the Rulebook for backward- and forward-looking measurement of
climate finance.3® While this agreement calls for greater transparency, specificity and detail on climate
finance, with mandatory reporting for developed countries, it leaves much to the discretion of the
reporting parties.

Developed countries pledged at Copenhagen in 2009 to provide USS$100 billion in annual climate finance
for developing countries by 2020. While a very important target, it is important to note that this amount
is a political target, not one derived from an analysis of actual needs of developing countries.>* However,
trust in even this political commitment has been undermined by a lack of UNFCCC agreement for rules
about what to include in climate finance (e.g. coal related investments), what financing instruments to
include and on what basis (e.g. grant equivalency for concessional loans), what is new and additional in
relation to already planned ODA, and predictability of this finance. Unfortunately, the current Rulebook
only calls for improved provider transparency on these outstanding issues, not an agreed rule.

How do Canada’s latest biennial reports (2015/2016 and 2017/2018) to the UNFCCC measure up against
good reporting practices?

Transparency Canada provides a high degree of transparency in climate finance data in its reports to
the UNFCCC.

29 Canada uses an international standard developed by the OECD DAC for measuring and attributing the volume of
private finance mobilized by official development finance interventions, including for climate action. See Annex F
in http://www.oecd.org/env/cc/OECD-CPI-Climate-Finance-Report.pdf.

30 See Tomlinson, The Reality of Canada’s International Climate Finance, 2019, op. cit. pages 18 — 20 and World
Resources Institute, Explaining the Paris Agreement Rulebook, pages 10 — 13, accessible at
https://wriorg.s3.amazonaws.com/s3fs-public/unpacking-paris-agreement-rulebook.pdf.

31 For example, USS100 billion does not begin to address the estimated the financing gap for adaptation.
According to the 2016 UNEP Adaptation Finance Gap Report, by 2030, adaptation costs are likely to range from
US$140 to 300 billion per annum and that, by 2050, these costs could rise to between US$280 and 500 billion per
annum. See https://unepdtu.org/publications/the-adaptation-finance-gap-report/.
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e Canada has published project-level detail on its climate finance in the last two reports, which
includes for each project the amount (in Canadian and US dollars), a short description, the funding
source (ODA etc.), financial instrument (grant or concessional loan), sector and type of support
(mitigation, adaptation or cross cutting).

e (Canada publishes aggregate data for its contributions to multilateral climate change funds,
climate-related core finance attributed to Canada for multilateral financial institutions, and the
Global Environment Facility.

e Canada publishes aggregate data for its climate-related support through Export Development
Canada (EDC) and FinDev Canada.

e The Fourth Biennial Report provides a list of projects supported through Canada’s special climate
funds at the International Financial Institutions (IFls) — the World Bank’s International Finance
Corporation (IFC), the Asia Development Bank, and the Inter-American Development Bank (mainly
for the first phases of these funds dating from the Fast Start period). In this report it also estimates
amounts for repayment to Canada for previous climate-related concessional loans (mainly from
the special funds at the IFls).

e The Fourth Biennial Report provides an aggregate estimate of private sector finance mobilized by
public finance for climate purposes, but no details on the calculation and content of this financing.

e  Publish What You Fund gave Canada an overall “Very Good” grade in 2020 (rising from “Good” in
2018) on the overall transparency of its ODA, ranking the country 10™" out of 47 donors and
institutional funders reviewed annually.3?

However, there are several significant limitations in the current data as presented in these reports.

e The Biennial Reports highlights the total for disbursements related to Canada’s $2.65 billion, but
fails to identify projects related to this commitment in the detailed project tables.

e The Fourth Biennial Report fails to mark bilateral and other projects where a climate objective is
one of several project objectives (significant purpose Rio Marker). This identification was
provided in the Third Biennial Report.

e There is no project-level detail on the recipient country and implementing partners. It is not
possible to determine the degree to which climate finance is targeting Least Developed Countries
(LDCs) and Small Island Development States (SIDS).

e The Reports fail to disaggregate the various financial instruments (export credits, loan and
investment guarantees, etc.) for the EDC's climate support, the types of projects supported and
countries in which these investments take place. Similarly, there is no list of projects and their
details with respect to FinDev Canada. However, it is possible to access some information on
these projects at FinDev Canada’s web site.

32 pyblish What You Fund, Aid Transparency Index, 2020, Canada, June 2020, accessed at
https://www.publishwhatyoufund.org/the-index/2020/canada-global-affairs/#.
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e The Reports do not present any detail on repayment of loans or on project-level mobilization of
private sector resources.

Transparency in Canada’s Methodologies:  Canada does publish basic information on its methodology

in a section on Methodologies and in the Documentation boxes in the detailed project-level report
format.?® Its reporting closely follows OECD DAC methodologies and is based on Canada’s reports to the
DAC Creditor Reporting System (CRS) and the Rio Markers for identifying projects with climate purposes.3*
At 30% of disbursements/budgets, it takes a welcomed conservative approach to including projects where
a climate objective is only one of several objectives. All activities, except for FinDev Canada and the EDC,
are reported as annual disbursements, not commitments.

Treatment of Loans: All loans are reported at face value and not grant equivalency for concession loans.

While the Fourth Biennial Report estimates 2017 and 2018 amounts for repayments received, these are
not deducted from the presentation of Canada’s aggregate climate finance.

New and Additional: Canada says that “the $2.65B climate finance commitment is an increase in

previous annual levels of climate finance during Fast Start. Through this commitment, Canada is
supporting climate projects that are above and beyond what was planned prior to the Convention and
Copenhagen Accord.”*> While this rationale might address what is “new” through an increase in Canada’s
climate finance, it ignores the issues relating to its additionality to already planned ODA for other
purposes. (See a further discussion of additionality in Section 6 (c).)

Defining Climate Finance: As agreed at COP25, Canada is among eight countries and institutions that

have submitted its views on operational definitions of climate finance to UNFCCC's Standing Committee
on Finance.*® Canada suggest (alongside other submissions) that the operational definition should take
into account the evolving complexity and dynamics of all sources and actors in climate finance, such as
the private sector and philanthropies, South South Cooperation and UNFCCC funds. Canada agrees with
the “objective of the Paris Agreement to make all financial flows consistent with a pathway towards low-
emission, climate resilient development.” (pages 1-2) The Submission then outlines Canada’s use of the

33 See Annex 3.2 in Canada’s Fourth Biennial Report to the UNFCCC.

34 The OECD DAC completed a review of its various purpose markers, including the Rio Markers. On the latter it
suggested improvements by improving the definition/eligibility criteria for climate change mitigation, by
considering approaches to the 0-1-2 marking system for better differentiation, striking an equilibrium between too
generic rules that are valid in most cases and detailed rules that are difficult to apply, and improving the quality of
text descriptions. See OECD DAC, “Assessing the policy objectives of development cooperation activities: Review
of the Reporting Status, use and relevance of Rio and Policy markers,” DCD/DAC/STAT(2020)27, June 2020,
accessible at
http://www.oecd.org/officialdocuments/publicdisplaydocumentpdf/?cote=DCD/DAC/STAT(2020)27&docLanguage
=En.

35 See the Documentation Box in Table 7 accompanying the Fourth Biennial Report accessible at
https://unfccc.int/sites/default/files/resource/can 2020 v1.0.xlsx.

36 See https://unfccc.int/sites/default/files/resource/Canada 0.pdf.
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Rio Markers in determining most of its eligible climate finance as well as the IFC’s Definitions and Metrics
for Climate-Related Activities for EDC transactions. It supports the methodology developed by the OECD
in its annual estimates of climate finance provided and mobilized by developed countries. Unfortunately,
the submission largely avoids comment on contentious issues relating to different coefficients that DAC
members apply to their Rio Marker activities in reporting to the UNFCCC?” and the different methodology
used by the Multilateral Development Banks in attributing mobilized private sector finance.®

3. Deconstructing Canada’s International Climate Finance

As was apparent in the previous section, Canada’s international climate finance can be divided into fa
number of pools of climate finance:

a) The $2.65 billion five-year commitment, 2016/17 to 2020/21;

b) Bilateral projects where climate is the principal purpose, but which are not included in the $2.65
billion portfolio;

c) An overview of Global Affairs Canada’s dedicated climate finance programming ($2.65B projects
and principal purpose bilateral projects);

d) Mainstreamed climate finance GAC projects (where a climate objective is only one objective
among other main objectives for the project);

e) FinDev Canada and Export Development Canada climate finance;

f) Climate finance by core resources of multilateral organizations, attributed back to Canada; and

g) An estimate of Canada’s total climate finance for the period 2016 to 2018.

This section analyzes each of these elements in Canada’s overall international climate financing in
response to the climate emergency (see Box One). In the final part of this section it calculates an
approximate total for all components of Canada’s climate finance including mobilized private sector for
climate-related purposes. In doing so, it must make some assumptions about components of this finance
for years for which there is no exact data in Canada’s reports to the UNFCCC.

37 See OECD DAC, “Results of the first survey on coefficients that Members apply to the Rio Marker data when
reporting to the UN Conventions on Climate Change and Biodiversity,” April 2019, accessed at
http://www.oecd.org/dac/financing-sustainable-
development/Results%200f%20the%20first%20survey%200n%20coefficients%20that%20Members%20apply%20t
0%20the%20Rio%20marker%20data%20when%20reporting%20to%20the%20UN%20Conventions%200n%20Clima
te%20Change%20and%20Biodiversity.pdf.

38 See Box 3.1 (OECD and MDB approaches for measuring mobilized private finance), page 38, in OECD, “Climate
Finance Provided and Mobilized by Developed Countries in 2013 — 17,” September 2019, accessed at
https://www.oecd-ilibrary.org/docserver/39faf4a7-
en.pdf?expires=1595871696&id=id&accname=guest&checksum=7649B2610720EAED39EDA6B83CB4EA2E.
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Box One: Components of Canada's Total Climate Finance Portfolio

a) Canada’s $2.65B
Commitment Projects

c) GAC's Dedicated Climate Finance
Projects

b) Bilateral Principal Purpose
Climate Projects

\

d) GAC Significant Purpose Climate
Projects

e) Export Development Canada &
FinDev Canada Climate Finance

f) Multilateral Core Finance /
Climate Projects

‘ Mobilized Private Sector Finance

g) Total Canada Climate Finance

a) The $2.65 billion five-year commitment

Canada’s $2.65 billion Commitment Allocations — Key Points

1. As of March 2020, the government has committed $2.0 billion in projects relating to its five-
year $2.65 billion pledge.

2. Canada also committed to reach $800 million for climate finance in 2020/21. To achieve this
goal the government must commit the remaining $620 million to meet the $2.65 billion pledge
and an additional $180 million to reach $800 million in this fiscal year.

3. All projects related to the $2.65 billion have been channelled through multilateral
organizations and banks (MDBs). Eight special funds account for close to 85% of commitments
to date.

4. Taken together, only 18% (Cdn$150 million to date) of the Cdn$820 million allocated to the
four special Canadian funds at the MDBs have been committed to projects, which is not
necessarily all disbursed.

5. Loan finance now makes up more than two-thirds (68%) of allocated programs in the $2.65
billion commitment.

6. Only 25% of $2.65 billion commitment projects to date are directed to adaptation. These
estimates are based on the prior experience of project approvals for funds.




In 2015, Canada pledged to allocate $2.65 billion in international climate finance over five years, up to
March 2021. As of March 2020, the Government has committed $2.0 billion in projects related to this
pledge.?® In 2019/20, new projects related to this commitment totaled $230 million. Almost a quarter
(23%), or an additional $617 million, must be committed in 2020/21 to reach the goal of $2.65 billion.*®
See Section A of the Table in Annex Three for a list of all project commitments to date related to this Paris
pledge.

As part of its 2015 pledge, Canada also agreed to commit $800 million in climate finance annually by
2020/21, which may be achieved by completing the $2.65 billion pledge and approving an additional $180

million in climate finance projects where mitigation/adaptation is the principal purpose of the project.

Observations on the $2.65 billion commitments:

o Delivered through multilateral channels All of the $2.65 billion project commitments are

through multilateral institutions. Bilateral projects where a climate purpose is the main objective
of the project (see Section 3(b) below and Annex 3, Section B) are not included in the allocations
to achieve the five-year target.

e High concentration in large special funds at MDBs and multilateral organizations =~ Among 24
recipients of $2.65 billion commitments, the largest eight allocations to date, making up 84% of
the total, are the following:

» Green Climate Fund (UNFCCC) - $350 million (See Annex Five for an updated analysis of
project approvals from the Green Climate Fund up to March 2020.)*

» Energy Transition and Coal Phase Out Program (World Bank) - $275 million;

» Canada International Finance Corporation (IFC) Blended Climate Finance Program (World
Bank) - $250 million;

» Canadian Climate Fund for the Private Sector in the Americas (IADB) - $223.5 million;

» Canada Climate Fund for the Private Sector Il (Asia Development Bank - ADB) - $200
million;

» Canada IFC Renewable Energy for Africa (World Bank) - $150 million;

» International Fund for Agriculture and Development (IFAD) - $150 million; and

» Climate Risk Insurance - $100 million.

39 Note that this amount differs from the previous section for the $2.65 billion as the end dates differ — December
2018 for the Biennial Reports and March 2020 for this section. The $2,033 million are commitments often
disbursed over several years. The Biennial Reports include only disbursements made in the relevant years.

40 please note that these amounts differ from those reported in The Reality of Canada’s International Climate
Finance, 2019. The current list of projects has been provided by officials in Global Affairs Canada for the first time.
Previous reports assumed that bilateral projects where climate adaptation/mitigation were the principal purpose
were included in the $2.65 billion commitment. However, the list provided only lists multilateral project grants
and loans as the projects to date making up this pledge.

41 A more detailed analysis of the Green Climate Fund can be found as Annex Eight in The Reality of Canada’s
International Climate Finance, 2019, op. cit.
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e Limited information and disbursements on Canada’s special funds at the World Bank, ADB and

IADB See Annex Four for a list of approved projects for the five Canada’s Special Funds for
the private sector at the multilateral development banks. There is no project information for the
Energy Transition and Coal Phase Out Program at the World Bank. Only the Canada Climate Fund
for the Private Sector Il at the Asia Development Bank (ADB) publishes up-to-date project
information on its site. Information on other funds must be gleaned from project press releases
and annual reports (for the IFC funds).

Only the ADB fund, established three years ago in March 2017, has disbursed half of its resources.
Taken together, only 18% (Cdn$150 million to date) of the Cdn$820 million allocated to the four
special Canadian funds at the MDBs have been committed to projects, which is not necessarily all
disbursed.*? It is important to note the discussion of the serious limitations in approving blended
projects for renewable energy projects in Africa in the 2019 Implementation Progress Report for
the Canada IFC Renewable Energy for Africa at World Bank (see Annex Four for detailed quotes).
No projects have been approved for this fund since according to this Report there is not the
necessary conditions in most African countries for private sector renewable projects to take off.

e New commitments in 2019/20 include

» S50 million out of the $300 million multi-year first replenishment of the Green Climate
Fund, of which $18.3 million is loan finance.*

> Aloan of $150 million to the International Fund for Agriculture (IFAD).*
» Three smaller projects totaling $30 million.

» Almost three quarters (73%) of the new commitments in this year were in the form of
loans.

e Preponderance of concessional loans Loan finance now makes up more than two-thirds (68%)

of allocated programs in the $2.65 billion commitment. Concessional loans are the modality for
44% of Canada’s finance for the Green Climate Fund, a loan to IFAD, the special funds at the World
Bank (IFC), the special fund at the Asia Development Bank, and the special fund at the Inter-
American Development Bank. Loans for the most part are lent by the institution as blended
finance for projects involving the private sector. It is estimated that 89% of these loans will be
spent on mitigation (based on prior experience with these funds.).

42 These projects have been announced as approved and committed but funds not necessarily all disbursed.
Disbursement of funds will proceed according to schedules agreed in the project documentation. The five funds
were announced by Canada between March 2017 and April 2019.

43 This allocation relates to the pro-rated replenishment up to March 31, 2021, the period for the $2.65 billion
commitment. The remaining $250 million will be included in the next commitment period, 2021/22 to 2025/26.

44 GAC describes the purpose of this loan "to expand support for agriculture development activities in rural areas
that create opportunities for smallholder farmers, especially women, to strengthen resilience to climate change
and adopt technologies and practices that help mitigate the carbon footprint of agriculture." According to IFAD,
the Board authorized sovereign loans as part of the 2017 replenishment and Germany, France and Canada
responded with loans. This loan is highly concessional and will be allocated as concessional loans to eligible
member states.
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e Main focus for allocations of the $2.65 billion pledge on mitigation  Given the high propensity

for special funds for partnerships with the private sector, it is not surprising that only an estimated
25% of $2.65 billion commitment projects to date are directed to adaptation. These estimates
are based on the prior experience of project approvals for funds and the ratios of each fund are
set out in Annex One.

GAC’s own coding of these same projects estimates 42% to adaptation. This coding suggests that
a significant number of private sector projects, not yet even submitted for consideration, will have
adaptation as a cross cutting purpose. This more positive potential outcome for adaptation,
however, is not the experience of the first phases during Fast Start, nor those projects funded to
date. Close to 90% of the known projects financed to date by the five MDB special funds created
since 2017 went to mitigation purposes.

e Geographic focus spread equally between Africa, Asia and the Americas Not unexpectedly since

these are multilateral channels, almost half (43%) of the allocations have a global geographic
scope. Of the remaining programs for which a geographic focus is possible to discern, they are
relatively evenly distributed: 27% to Africa, 30% to Asia and 31% to the Americas.*® The Pacific
region, home to many Small Island Developing States (SIDS), receive only 2% of these non-global
allocations. Middle Eastern countries receive 7% of the non-global allocations and Europe 3%.

e High regional concentration and focus on middle income countries Again it is not possible to

allocate many of the individual projects to Low Income/Least Developed Countries (LICs/LDCs),
Lower Middle-Income Countries (LMICs) and Upper Middle-Income Countries (UMICs). Fully 47%
are designated regional or global in scope. Of the non-regional/global share, LICs/LDCs received
32% of project commitments, LMICs received 31%, and UMICs received 37%.%¢

The relatively high allocations to LMICs and UMICs are the result of the high concentration on
mitigation and private sector partners in this climate finance. At least 70% of mitigation finance
was directed to these countries, whereas 40% of adaptation finance was directed to LICs/LDCs.

45 Major funds are allocated geographically, for the purposes of this analysis, based on the prior experience of
projects in these funds. See the methodological notes in Annex One. It may be that future allocations from
Canadian funds, so far not allocated to projects, may have a different regional breakdown. Because of the large
numbers of regional programs and special climate funds it is not possible to identify programs that target Small
Island States (SIDS).

6 The methodology for allocating special funds based on prior approved projects in these funds can be found in
Annex One.
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b) Bilateral projects where climate is the principal purpose

Climate Principal Purpose Bilateral Projects — Key Points

7. Between March 2016 to December 2019, GAC approved $205 million in bilateral project
commitments, for which climate mitigation or climate adaptation were the principal purposes
of these projects, with $59 million approved in the past year.

8. Almost two-thirds (62%) of these bilateral projects were devoted to adaptation and 38% to
mitigation purposes and all were provided as grants. CSOs implemented almost half (46%) of
these adaptation projects.

9. More than 83% of these projects were directed to LDCs/LICs and 33% were implemented in
SIDS (mainly Haiti).

Between March 2016 to December 2019, GAC approved $205 million in bilateral project commitments,
for which climate mitigation or climate adaptation were the principal purposes of these projects, with $59
million approved in the past year. (See Annex Three, Section B for a list of these projects.) While these
projects are fully devoted to addressing climate change in a developing context, Canada has decided to
not include them as part of fulfilling Canada’s 2.65 billion pledge.

Observations on the Bilateral Climate-Related Projects:

e Focus on adaptation 62% of project commitments were devoted to adaptation and 38% to

mitigation purposes.

e Grants are the financing modality  All of these projects were provided as grants.

e (SOs as implementing partners Canadian CSOs implemented $59.4 million in project
commitments in Haiti and Senegal, which were the result of specific calls for proposals. All of

these projects focused on adaptation, which made up 46% of all bilateral project adaptation.

e Geographicfocus concentrated in Africa and Americas (Haiti) Countries in the Americas received

42% of project commitments and countries in Africa, 37%. Only $1.5 million or 1% of country
allocated commitments were directed to Pacific island countries. Regional / global projects
received only 1% of commitments. Among the recipient countries, Haiti, Dominica, and the
Pacific/Caribbean region are SIDS, receiving 33% of the $205 million in commitments.

e LICs/LDSs strong focus in bilateral climate programming More than 83% of bilateral project

commitments that could be allocated were directed to LICs/LDCs. The remaining 17% focused on
UMICs. Regional/global programs that could not be allocated made up 28% of the $205 million
total.
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c) An overview of Global Affairs Canada’s dedicated climate finance programming

GAC Dedicated Climate Finance — Key Points

1. A total of $2,235 million has been allocated to climate finance by GAC between January 2016
and March 2020 (principal purpose under the DAC the Rio Marker).

2. Allocations to adaptation and mitigation (28% adaptation / 72% mitigation)
3. Geographic allocations (40% Global; 17% Africa; 1% Pacific)

4. Allocations to income groups (45% Regional/Global; 21% - LDCs & LICs; 15% - LMICs; 19% -
UMICs)

Taking multilateral and bilateral climate focused programming together [combining $2.65B projects and
principal purpose bilateral projects in 3 (a) and 3 (b) above], a total of $2,234.7 million has been allocated
by GAC in project commitments between January 2016 and March 2020. These projects do not include
those financed where a climate adaptation or mitigation purposes is only one among other project
objectives. (See section 3 (d) for a discussion of these projects.) Nor does it include multilateral core
climate finance imputed to Canada, climate finance via Export Development Canada and FinDev Canada,
which are discussed below.

Figures Three to Five on the next pages point to the main trends in the allocation of this climate finance
for all known project commitments by GAC.

Figure Three, GAC Climate Finance Allocation to Adaptation and Mitigation

GAC Climate Finance Commitments, January 2016 to March 2020
Multilateral $265 billion Commitments plus Bilateral Climate Focused Commitments
GAC information sources and Project Browser ® AidWatch Canada, July 2020
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Figure Four, GAC Climate Finance Allocations to Geographic Regions

GAC Climate Finance Commitments, January 2016 to March 2020
Multilateral $265 billion Commitments plus Bilateral Climate Focused Commitments
GAC information sources and Project Browser ® AidWatch Canada, July 2020
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Figure Five: GAC Climate Finance Allocations to Income Groups

GAC Climate Finance Commitments, January 2016 to March 2020

Multilateral $265 billion Commitments plus Bilateral Climate Focused Commitments
GAC information sources and Project Browser © AidWatch Canada, July 2020
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d) Mainstreamed Climate Finance Projects

Mainstreamed Climate Finance Projects — Key Points

1. Between 2016/17 and 2018/19, Global Affairs Canada has financed approximately 75 ‘climate
mainstreamed’ projects with the climate-related components valued at approximately $208
million in disbursements.

2. Climate mainstreamed projects represents only 14% of total bilateral project disbursements
for these years (2016 to 208).

3. The leadership of the OECD DAC are promoting the alighment of all ODA with the Paris
Agreement, although several donors such as Japan, Australia and the United States, have not
agreed.

4. A report for the DAC suggests that “development co-operation providers are not yet
adequately set up to address the climate emergency.” While they increasingly recognize the
importance of the objectives of the Paris Agreement for achieving sustainable development,
“they face persistent challenges in integrating climate considerations across their portfolios.
While much debated at the DAC, Canada has not responded publicly to this report.

Under the Paris Rulebook, donors may include projects in which climate mitigation or adaptation are not
the main objective but only one among several other objectives. These are considered projects where
climate adaptation and/or mitigation issues are mainstreamed within the project and affect its objectives
and outcomes. While positive and necessary, neither the UNFCCC nor the DAC have established rules
governing how to account for these projects in a way that reflects their partial climate purposes. It seems
reasonable that Canada reports the budgets/disbursements of these projects pro-rated to 30% to reflect
this element.*” Other donors use different coefficients ranging from 20% to 100%.

Between 2016/17 and 2018/19, Global Affairs Canada has financed approximately 75 ‘climate
mainstreamed’ projects with the climate-related components valued at approximately $208 million in
disbursements (applying the 0.30 coefficient to total disbursements). But as a share of all bilateral ODA
disbursements for these years, climate mainstreamed projects represent only 14% of this total. GAC has
considerable scope for improving the mainstreaming of climate objectives within its ODA.

In advancing a mainstreaming agenda, GAC could do well to consider the findings of a major report
published by the OECD Development Cooperation Directorate (DCD) in November 2019. This report
promoted the alignment of all ODA with donor commitments in the Paris Agreement and analyzed what
might be required to do so0.*®

47 The inclusion of 30% if budgets for these projects indicates that on average climate finance objectives are less
than 50% of the projects, but on the other hand are not insignificant. In the end it is a judgement.

48 OECD, Aligning Development Co-operation and Climate Action: The Only Way Forward, The Development
Dimension, November 2019, Development Cooperation Directorate (DCD), accessed at https://www.oecd-
ilibrary.org/development/aligning-development-co-operation-and-climate-action 5099ad91-en. It is important to
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The DCD report suggests that “development co-operation that is Paris-aligned supports the three core
objectives of the Paris Agreement on climate change mitigation, adaptation and finance flow consistency
(outlined in Paris Agreement, Article 2.1).”%° It goes on to outline four key characteristics of alignment:

1) Development cooperation does not undermine the Paris Agreement, but rather “makes a positive
contribution to the system-wide transformation that is needed to achieve low-emissions, climate-
resilient pathways.” This guidance includes the phase out of all coal-related ODA investments;

2) Paris-aligned development co-operation should catalyze countries’ transitions to low-emissions,
climate-resilient pathways;

3) Paris-aligned development co-operation supports short- and long-term processes in developing
countries “to connect climate-centric processes with other development and sectoral plans;” and

4) Paris-aligned development co-operation proactively responds to the evolving needs of developing
countries, including “the pace and scale of climate change and its impacts; identified needs within
specific communities and sectors; and opportunities and solutions (including technologies and
good practices) for addressing these challenges.”

Paris alignment requires the “necessity to consider climate action at the very heart of sustainable
development, fully integrated into strategies, theories of change and programming.”*® The report argues
for a paradigm shift in the planning for bilateral ODA by DAC members, with a strong appeal for policy
coherence across all aspects of government policy and programs. It suggests that “climate considerations
should be integrated across other sectors and activities that have not traditionally been recognised as
central to the transition,” beyond traditional sectors of energy, agriculture and environment.>* The report
notes that very little climate finance for adaptation related to the health sector, for example, and that

more than 40% of support for agriculture was still reported as having no climate objective.

The DCD report goes on to argue that “development co-operation providers are not yet adequately set
up to address the climate emergency.” While they increasingly recognize the importance of the objectives
of the Paris Agreement for achieving sustainable development, “they face persistent challenges in

752

integrating climate considerations across their portfolios. The report points to the stagnation of

bilateral climate finance in recent years.

note that this report does not represent adopted policy by the donors at the Development Assistance Committee.
Several donors object to the potential exclusion of coal-related ODA investments (Japan) and the United States
does not consider itself a party to the Paris Agreement. Nevertheless, the DCD is still promoting an ambitious
agenda for DAC Members in alighing with climate smart ODA (avoiding specific reference to the Paris Agreement).
The latter may change if the United States reverses its decision to withdraw from the Paris Agreement following
the November elections.

9 This quote and subsequent quotes in this section are from Ibid., pp 20ff.
%0 Ibid., p. 23.
51 Ibid., p. 25.
52 Ibid., p. 28.
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The challenge for providers is “a result of their fundamental parameters — e.g. mandates, performance
indicators and capacities — currently not being set up to address the climate emergency. Few providers
have integrated climate considerations into their mandates, and only slightly more than two in five include
climate-related targets in their institution’s performance framework.”>3

The report calls for, inter alia, substantial strengthening of capacities for developing countries to fully
integrate climate action in their policy and planning processes, the reduction of highly fragmented access
to climate finance apparent from a recipient perspective, and the updating of key standards to rule out
“the promotion and subsidisation through concessional resources of activities that undermine or delay
the transition [away from a fossil fuel based economy] , such as new fossil fuel-based energy supply and
power generation.”>* Importantly, it warns that “providers should not interpret low climate awareness
and insufficient ambition in developing countries as sanctioning support to activities that are inconsistent
with the objectives of the Paris Agreement and that compromise countries’ ability to achieve sustainable
development.”>®

Canada has not responded publicly to this important study, but the report has been the subject of intense
discussion at the DAC among its members. As a donor, GAC should be addressing these major challenges
in both project design and scale of bilateral climate finance in truly mainstreaming climate objectives in
its ODA at the systemic and institutional level.

e) FinDev Canada and Export Development Canada climate finance

FinDev Canada and EDC Climate Finance — Key Points

1. FinDev Canada has made a total of Cdn$114.5 million commitments for climate-related
activities since its inception in 2018, with all investments targeting mitigation.

2. Since 2015, the government has reported to the UNFCCC a total of Cdn$782 million from Export
Development Canada (EDC) to mobilize private finance for climate purposes in developing
countries. There is no detail on these investments, but it is reasonable to assume that almost
all are directed to mitigation.

3. The impact of these EDC climate-related investments is more than cancelled out by its
continued large scale support by EDC for fossil fuel trade and investment. Since 2016 the EDC
has provided more than $45 billion in support to the oil and gas sector, while investing only $7
billion in clean technology.

FinDev Canada was launched in 2018 as Canada’s bilateral Development Finance Institution (DFI). It is
housed within Export Development Canada but is governed by its own board of directors and operating

53 Ibid., p. 29.
54 Ibid., p. 31.
55 |bid., p. 27
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policies. Among these policies climate finance is one of three priorities for the Institution, with an
emphasis on
“green growth, e.g. renewable energy, energy infrastructure, energy efficiency, water supply,
water management, waste management, waste-water management, bio-refinery products, green

industrial production, and climate solutions focused on mitigation or adaptation.”®

According to projects listed on its web site, FinDev Canada has made a total of Cdn$114.5 million
commitments for climate related activities since its inception in 2018. (See Annex Six for a list of projects.)
There is no discernable geographic focus for these investments as several are global in scope. All of the
investments are for mitigation projects — building new solar, wind and biomass energy facilities.

Since 2015, the government has reported to the UNFCCC a total of Cdn$782 million from Export
Development Canada (EDC) to mobilize private finance for climate purposes in developing countries.
Unfortunately, no details are provided for this finance, but EDC generally provides export credit financing,
loan and investment guarantees for Canadian firms’ trade and investments.

Some of these investments may be financed by EDC Green Bonds, with the latest, Bond 5, valued at $500
million in August 2019. The stated purpose is loans to companies “active in fields of preservation,
protection or remediation of air, water and or soil, creation of renewable energy, and mitigation of climate
change.”>” According to the latest report on investments made from the proceeds of the bonds, 34% of
resources from Bond 3, Bond 4, and Bond 5 were directed to investments in renewable energy.”® These
investments are global and any that might relate to investments in developing countries are not identified.

Support for climate adaptation and mitigation activities by EDC must be seen in context of EDC’s full
portfolio, which still maintains enormous support for carbon intensive fossil fuel trade and investments.
According to a recent study, since 2016 the EDC has provided approximately $45 billion in support of the
oil and gas sector, while only investing $7 billion in clean technology.>® In 2020 EDC made a commitment
to reduce by 15% the carbon intensity of its investments. The study concludes that “this low-level of
ambition is not aligned with Canada's climate commitments, and more importantly, by waiting too long

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

57 EDC, “Export Development Canada prices its fifth Green Bond at CADS500 million as global interest in climate
financing continues to rise,” August 15, 2019, accessed August 2019 at https://www.newswire.ca/news-
releases/export-development-canada-prices-its-fifth-green-bond-at-cad-500-million-as-global-interest-in-climate-
financing-continues-to-rise-860874255.html.

58 EDC, “2020 Green Bond Impact Report,” 2020, accessible at
file:///Users/Brian/Downloads/green bond report 2020-1.pdf

%9 See Horizon Advisors, “Reforming Export Development Canada: Climate-Related Risk Management and the Low
Carbon Transition,” A Report Prepared for Above Ground and Qil Change International, June 2020, accessed at
https://5187fba4-0e62-4c37-af26-

b2b843007968.filesusr.com/ugd/8e966a 772f5el17fa084befb18f127dd83b747e.pdf.
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to transition out of environmentally damaging financial exposures, EDC's investments in carbon intensive

sectors will inevitably contribute to climate change.”®°

These carbon intensive investments much more than cancel the carbon reduction achievements in its
support for renewable energy. EDC climate-related investments for developing countries, which at $509
million in 2017 and 2018 made up a third (33%) of its reported $1.5 billion to the UNFCCC, should not be
reported as a positive contribution to Canadian international climate commitments.

f)  Core multilateral climate finance attributed to Canada

Core Multilateral Finance Attributed to Canada — Key Points

1. In 2017, the DAC recorded that Canada had US$170 million in imputed multilateral core
contributions to these funds and MDBs. This climate support is separate from Canada’s
bilateral allocations and are determined by the level of climate activities for each multilateral
organization to which Canada provides core support.

Developed countries pledge of US$100 billion in annual climate-related flows for developing countries
included USS29.5 billion in annual outflows from multilateral funds and multilateral development banks
(MDBs) from their own resources, which can be attributed to these providers. MDBs in particular may

have internally generated resources (e.g. repayments on previous loans) that are not attributable to
developed countries but make up some of the MDBs climate related financing.5!

The degree to which these multilateral flows for climate finance can be attributed to a donor country is
based on the relative share of the core support provided by the donor to these institutions. A donor’s
core support for MDBs does not include special funds established by the donors at these institutions such
as the special climate funds for the private sector created by Canada at the ADB, the World Bank and the
IADB. Canadian allocations for these special funds are treated as bilateral contributions (an in turn relate
to the US$37.3 billion bilateral share of the USS100 billion commitment).

In 2017, the most recent year for which statistics are available, the DAC determined that US$27.5 billion
is attributable to developed country providers as a whole.®? In that year the DAC recorded that Canada
had US$170 million in imputed multilateral core contributions to these funds and MDBs. But Canada
should be responsible for USS770 million of this annual USS29.5 billion target in multilateral climate

60 |bid, page 9.
61 Multilateral funds and MDBs report their flows to developing countries to the OECD DAC. The MDBs also publish

an annual joint report on their climate finance, which uses a different methodology in defining the scope of
adaptation and mitigation activities.

62 See OECD, “Climate Finance Provided and Mobilized by Developed Countries in 2013/17,” September 2019,
pages 13 and 34-35, accessible at https://www.oecd.org/environment/climate-finance-provided-and-mobilised-
by-developed-countries-in-2013-17-39faf4a7-en.htm.
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support for developing countries.®®* The government however does not determine the level of multilateral
climate finance that can be attributed to Canada as these allocations are based on decisions within each
multilateral organization.

g) An Estimate of Canada’s Total Climate Finance, 2016 to 2018

Estimating Total Climate Finance, 2016 to 2018, All Channels — Key Points

1. While it is not possible to accurately estimate an annual amount of climate finance relative
to Canada’s fair share of the US$100 billion, from 2016 to 2018 Canada contributed a three-
year cumulative total of approximately $3.0 billion in climate finance from all sources
including private sector mobilized finance (see the notes for Table 1 for assumptions).

2. A very approximate calculation suggests that by 2018 Canada had only achieved 25% of its
fair share of the global US$100 billion target for 2020.

3. Excluding imputed multilateral finance, Canada dedicated only 27% of this estimate of total
three-year climate finance to adaptation.

The OECD DAC in 2016 created a “roadmap” towards achieving the annual climate finance commitment
of USS$100 billion by 2020. This roadmap indicated that US$37.3 billion would be bilateral climate finance,
USS$29.5 billion would be multilateral finance climate finance attributable to developed country donors
[see section (e) above], and US$33.2 billion would be private sector climate finance mobilized by donor
public sector resources.

While developed countries like Canada are responsible for reaching the US$100 billion target by 2020, It
is not possible to precisely measure Canada’s performance against this full US$100 billion target due to
incomplete information. There is good information on bilateral Canadian climate finance and aggregate
information on the EDC and FinDev Canada websites. It is possible to estimate Canada’s share of
attributable multilateral finance, but as noted in the previous section, this is not an amount that Canada
has any role in determining other than through its influence on multilateral funds and MDB governance.
Itis excluded from the attempt to estimate Canada’s total climate finance below. There is also very limited
information on private mobilized climate finance as a result of blending with Canadian official
contributions to projects.

83 This amount is determined by the total of Canada’s imputed multilateral contributions (US$170 million) in DAC
climate finance statistics for 2017 (provider perspective) at http://www.oecd.org/dac/financing-sustainable-
development/development-finance-topics/climate-change.htm. This is 2.6% of total imputed multilateral
contributions for that year. Canada’s share of the US$27.5 billion is 29.5*0.026 or US$770. The exchange rate
used by Canada for its 2017 report to the UNFCCC ($1.30) is used to arrive at the Canadian dollar figure (5997
million).
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Table 1: An Estimate of Canada’s Reported Climate Finance, 2016 to 2018, All Channels

Commitments, Millions Cdn Dollars Total
N.B. See Assumptions for this table below Three-Year
Total Adaptation | Mitigation
Allocations, $2.65B Commitment | §  1,432.5 S 3581 S 1,078.1
Bilateral Principal Purpose Commitments | $ 153.9 S 95.4 S 58.5
Bilateral Significant Purpose | S 207.6 S 133.6 S 74.0
Export Development Canada | $ 645.5 S 1291 S 516.4
FinDev Canada | $ 57.3 S 57.3
Private Sector Mobilized | $ 463.5 S 92.7 S 370.8
Total | $ 2,960.3 S 808.9 $ 2,155.1
Estimate of Imputed Multilateral Finance | $ 660.0
Share Excluding Imputed Multilateral 27% 73%

Table Assumptions

1. All project commitments for the $2.65 billion commitment are allocated per month from January
2016 to March 2020, then distributed equally and then aggregated to December 2018.

2. All bilateral principal projects commitments are allocated per month from January 2016 to
December 2019 and then aggregated to December 2018.

3. All bilateral significant purpose projects are all significant purpose project disbursements up to April
2019. These amounts are an under-estimate as disbursements may not complete the commitments
and disbursements for the remaining months of 2019 are missing. Bilateral significant purpose
projects include bilateral branches and partnership branch in GAC in the HPDS.

4. A 80/20 ratio for mitigation/adaptation is assumed for the allocation of EDC climate finance.

Mobilized private sector finance amounts are only available for 2017 and 2018. A similar amount is
estimated for 2016. A 80/20 ratio for mitigation/adaptation is assumed for the allocation of private
sector mobilized finance.

6. The DAC established imputed multilateral climate finance for Canada at USS$170 or Cdn$220 for
2017. This amount has been projected for the three years.

Table 1 sets out an approximation of all reported climate finance for Canada for the period 2016 to 2018,
noting the assumptions that are required. Because of the necessity to make these assumptions, some of
the amounts in this table are approximations and should not be taken as precise data.

Observations on estimating Canadian climate finance relating to the US$100 billion commitment

e Anapproximation of Canada’s fair share of the 2020 US$100 billion annual commitment is US$3.8
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billion or approximately Cdn$4.9 billion.®* This amount includes the US$29.5 billion portion for
multilateral climate finance attributable to developed countries, which is determined by
multilateral institutions, not policy choices in Canada.

e Table 1 estimates that Canada made approximately Cdn$3.0 billion in international climate
investments between 2016 and 2018. If Cdn$660 million (US$170 million in 2017 assumed for
each year) is added for multilateral climate finance imputed to Canada, the three-year total is
Cdn$3.6 billion or an estimated average commitment of CdnS$1.2 billion per year. This amount is
therefore approximately 25% of Canada’s fair share of the US$100 billion to be realized in 2020.

e Over the three years, the approximate share of adaptation is only 27% of Canada’s total climate
finance, including an estimate for EDC, but excluding imputed multilateral finance.®®

4. Characteristics of Canada’s Climate Finance Disbursements: Sectors, Channels and Gender
Equality

An update on key trends in sector allocation, main channels of delivery and the priority for gender equality
in Canada’s climate finance requires a review of project disbursement data compiled by GAC in its
Historical Projects Dataset (HPDS) for 2016/17 to 2018/19. This data combines project allocations for the
$2.65 billion commitment and bilateral projects for which climate adaptation or mitigation is the principal
or significant purpose. While not inclusive of all components of Canada’s climate finance, trends for GAC
disbursements over these three years are a good proxy for overall trends in these commitments.

a) Canada’s climate finance disbursements

Disbursing Canada’s Climate Finance — Key Points

1. There is no information on the degree to which project commitments for climate finance have
been actually fully disbursed, in part because Canada disburses most of its climate finance to
multilateral organizations and the MDBs, which in turn make the actual project disbursements.

2. MDB disbursements may be one indicator, accounting for 47% of all climate finance
disbursements by GAC, but may not be fully representative of the rate of disbursements for all
multilateral organizations involved in Canada’s climate finance. Of the $610 million disbursed
by GAC to the special Canadian funds for the private sector at the MDBs, only 24% have been
committed to projects up to December 2019, which in turn are not fully disbursed. These
project commitments represent only 18% of the full committed value of these four funds.

64 Canada’s fair share is calculated at 3.8% of the global target converted into Canadian dollars @ Cdn$1.30. Fair
share is based on Canada’s average share of DAC donors total GNI since 2016.

85 Note that this share differs from the estimated share of adaption for GAC supported principal purpose projects
to date of 28% referenced in section 3 (c) above.
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A total of $1,300 million has been disbursed for climate-related purposes between 2016/17 and
2018/19.5° See Annex Seven for annual details of all climate finance disbursements recorded in the HPDS.
These disbursements correspond to approximately $1,720 million in project commitments for principal
purpose projects (multilateral and bilateral).

According to these disbursement numbers, more than 75% of climate commitments have been officially
disbursed (i.e. transferred out of Canada’s accounts). But developing country recipients to date have
received much less than these total disbursements. Of the $610 million disbursed to the Canadian special
funds for the private sector at the MDBs, only 24% have been committed to projects, which in turn are
not fully disbursed. These disbursements to MDBs represent almost half (47%) of total disbursements for
this period.®’

There is no information on the level of disbursements for other multilateral allocations and principal
purpose bilateral projects, which generally disburse their funds to project implementers over two to three
years according to project schedules.

b) Sector allocation of climate finance disbursements, 2016/17 to 2018/19

Sector Allocations of Canada’s Climate Finance — Key Points

1. Canada’s climate finance is mainly concentrated in the energy sector (39%), environment
policy and activities (33%) and agriculture and forestry (11%), including both GAC principal
purpose and significant purpose climate finance.

The sectoral trends for Canada’s total climate finance (principal purpose and significant purpose) since
the Paris Agreement in 2015 has not shifted significantly.®® (See Annex Nine for details.) Almost 40% of
total climate finance in this period is focused on the energy sector, with 27% on renewable energy.
Another third (32.5%) is coded to support for environmental policy and activities. Agriculture and forestry
sectors make up just 11% of climate finance disbursements. Emergency assistance and reconstruction
account for 3.2% and health and nutrition only 2%.

56 These disbursements include a disbursement for the GCF which took place in 2015/16 fiscal year. An additional
$390 million in significant purpose climate project disbursements are recorded for these years, with total project
disbursements discounted to 30%.

57 Note that this share of 24% differs slightly from the earlier reference in section 3(a) that only 18% of the four
special funds had been allocated to projects. The latter is the share of the total value of these funds, while the
former is the share of actual total disbursements to date to the funds, which is less than their committed value.
Further disbursements are forthcoming to fully reach the committed value.

58 The sectoral allocations are based on project coding in GAC’s HPDS. Disbursements for the Green Climate Fund
have been allocated to adaptation and mitigation according to the focus of all GCF projects up to March 2020.
These sector allocations have not been adjusted for actual project disbursements from the special funds at the
MDBs.
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There is considerable difference in sector allocations between adaptation and mitigation (principal
purpose) as exhibited in Figures Six and Seven below, with renewable and other energy disbursements
dominating mitigation, and environment policy and activities dominating adaptation.

Figure Six: Main Sector Allocations for Adaptation Finance

Adaptation Principal Purpose Climate Disbursements,

2016/17 to 2018/19: Sector Allocations
GACHPDS ©AidWatch Canada, July 2020
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Figure Seven: Main Sector Allocations for Mitigation Finance

Mitigation Principal Purpose Climate Disbursements,

2016/17 to 2018/19: Sector Allocations
GACHPDS ©AidWatch Canada, July 2020
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Agriculture and forestry

Agriculture and forestry in Canada’s climate finance — Key Points

1. Climate finance in the agriculture and forestry sectors is mainly via significant purpose climate
finance (45% of all significant purpose finance for adaptation). These sectors make up only
6.8% of principal purpose adaptation finance.

2. Relative to other donors, Canada’s ODA investments in the agriculture sector account for
climate change, with 57% of Canada’s agriculture disbursements having a climate objective,
compared to 17% for all DAC donors.

3. 96% of climate-related agriculture disbursements were marked gender significant
(mainstreamed), 2.2% had no gender equality objectives, and 1.7% ($2.7 million) were marked
gender equality principal purpose.

Agriculture and forestry are not high priority sectors in Canadian climate finance. These sectors make up
only 2.7% of principal purpose mitigation finance and 6.8% of principal purpose adaptation finance.

However, a closer examination of climate finance relating to the agriculture and forestry sectors reveals
that 39% of all significant purpose climate finance (adaptation and mitigation combined) goes to these
sectors. Only 4% of principal purpose climate finance combined is allocated to these sectors. In fact,
more than 45% of all allocations of climate finance to agriculture and forestry is significant purpose

adaptation, where climate adaptation is one among several other objectives in these projects. (See Annex
Eight for details.)

Over the three years, 2016 to 2018, just over half (56.5%) of disbursements to the agricultural sector have
at least one climate adaptation/mitigation objective. This performance compares favourably to all DAC
donors, which together had a climate objective in only 17% of their agriculture sector programs in the
same period.

The agricultural sector should be a particularly important priority for Canada’s adaptation finance.®® It is
a sector that is highly vulnerable to changes and extremes in temperature and rainfall, with particular
impacts for the incomes and food production of smallholder farmers.”® The Global Commission on
Adaptation reports that “globally, 500 million farms are two hectares or smaller, and two-thirds of adults
working in poverty make a living through agriculture.”’* They point out that women make up more than
40% of the agricultural workforce, with substantially less access than men to land rights, fertilizers,

89 Canadian CSOs have a long history of engagement in sustainable agriculture and food security with a diverse set
of partners across the Global South. See the submission prepared by the Canadian Food Security Policy Group for
GAC consultations on the future of its climate finance, August 2020, forthcoming at https://ccic.ca/what-we-
do/canadian-food-security-policy-group/.

70 See Chapter Two, “Food Security and Livelihoods of small-scale producers,” in Global Commission on Adaptation,
Adapt Now: A Global Call for Leadership on Climate Resilience, November 2019, accessed at
https://cdn.gca.org/assets/2019-09/GlobalCommission Report FINAL.pdf.

7L Ibid., p. 24.
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weather information, water resources and technical assistance. The report quotes FAO estimates that “if
women had the same access to productive resources as men, they could increase yields on their farms on

average by 20 to 30 percent and reduce the number of hungry people in the world by 12 to 17%.”"?

The Commission calls for programs that help small scale producers adapt production and manage risk
from increased climate variability, including diversifying crops, improving basic social safety systems,
weather based agricultural insurance, improved microfinance for adaptation investments, improving
women farmers’ rights and resources, government transition funds for those producers irreparably
affected by changing climate conditions, avoiding tensions between adaptation and mitigation initiatives

(e.g. avoiding agriculture in wetlands).”®

Finally, investing in projects for agriculture, forestry and conservation represent an important opportunity
for Canada to increase support for nature-based solutions which is key to increase global climate ambition.
In fact, in 2018 the IPCC highlighted that all pathways to limiting global warming to increases of either 2°C
or 1.5°C of pre-industrial levels, require the use of nature-climate solutions (IPCC 2018).

c) Channels of delivery for Canadian climate finance, 2016/17 to 2018/19

Channels of Delivery for Canadian Climate Finance — Key Points
1. Multilateral organizations and development banks deliver 88% of all Canadian climate finance
(principal purpose and significant purpose combined).

2. Civil society organizations deliver only 7% of this climate finance. But CSOs are mostly
implementers of significant purpose finance (40%). They register less than 1% of principal
purpose finance.

Multilateral organizations and development banks are the primary channels for the delivery of Canada’s
climate finance. These channels deliver 88% of all climate finance (principal purpose and significant
purpose combined). While still the dominant channel for both adaptation and mitigation, multilateral
development banks (MDBs) are key channels for mitigation (52.3%) and other multilateral organizations
for adaptation (43.7%). (See Annex Nine and Figure Eight and Figure Nine.)

72 Ipid., p. 26.
73 Ibid., p. 25 — 27.
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Figure 8: Channels of Delivery: Total Adaptation Climate Finance

Total Adaptation Climate Finance Disbursements, 2016/17 to 2018/19,
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Figure 9: Channels of Delivery: Total Mitigation Climate Finance
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Civil Society Organizations deliver only 7% of all climate finance but are focused on adaptation (19.3% of
total adaptation finance). Disbursements through these organizations also make up more than 40% of all
significant purpose climate finance.

Examining principal purpose climate finance only, the Green Climate Fund makes up 22% of this finance,
with multilateral development banks at 45%, and other multilateral organizations at 30%. Civil society

Organizations register less than 1% (at 0.3%).

d) Gender equality and women’s empowerment, 2016/17 to 2018/19

Gender Equality in Canada’s Climate Finance — Key Points

1. The vast majority (93.3%) of Canada’s climate finance (principal purpose) disbursements have
mainstreamed gender equality issues through at least one gender equality objective within
projects with other purposes.

2. Only 6.5% of principal purpose climate finance project disbursements had no gender equality
objective, indicating increased attention to gender equality issues.

3. Much less than 1% of disbursements (0.2%) are for climate projects where gender equality is
the primary purpose. These projects related to adaptation and were channelled through
international universities and institutions.

4. With regard to empowering women’s rights organizations, less than $1 million in climate
finance disbursements ($975 thousand) has been coded up to April 2019 to women’s rights
organizations.

The Government’s Feminist International Assistance Policy (FIAP) Action Area Policy: Environment and
Climate Action sets out several areas in which it will implement a feminist approach in climate finance:

e Working with and empowering women’s organizations;
e Training and ensuring women’s knowledge and experience is taken into account;

e Supporting women’s leadership in “climate-smart agriculture and food systems, sustainable
agriculture and forestry, and comprehensive land and water management, that equip them to

plan, prepare and respond to sustainability challenges.””*

While there is evidence of extensive gender mainstreaming in Canada’s climate finance, disbursement
data from 2016/17 to 2018/19 indicate that the government will need major new initiatives to advance

The Action Plan’s particular goals for gender equality and women’s empowerment.

As indicated in Figure Ten, the vast majority (93.3%) of Canada’s climate finance (principal purpose)

74 See the Action Plan at https://www.international.gc.ca/world-monde/issues development-
enjeux_developpement/priorities-priorites/fiap _environment-paif environnement.aspx?lang=eng (Accessed
August 2019).
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disbursements have mainstreamed gender equality issues through at least one gender equality objective
within projects with other purposes.” While positive, this marker does not indicate the level of attention
to these gender equality objectives, nor does it suggest that there are substantial gender equality
outcomes for these projects. However, to be considered gender mainstreaming (Marker 1 - Significant
Purpose) a project must undertake a gender equality analysis, set out explicit gender equality objectives,
and must assess these objectives in any project evaluation. Unfortunately, there have been no
assessments of gender mainstreaming in Canadian climate finance, which might contribute to better
understanding of critical success factors for gender transformative climate adaptation and mitigation.

Figure Ten: Canada’s Principal Purpose Climate Finance and the Gender Equality Marker

Principal Purpose Climate Finance Disbursements, 2016/17 to 2018/19:

DAC Marker for Gender Equality and Women's Empowerment
GACHPDS ©® AidWatch Canada, July 2020
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Only 6.5% of principal purpose climate finance project disbursements had no gender equality objective,
indicating increased attention to gender equality issues. But on the other hand, much less than 1% of
disbursements (0.2%) are for climate projects where gender equality is the primary purpose. Only eight

7> These observations are based on the OECD DAC’s Gender Equality Purpose Marker, which Canada applies to its
ODA. The OECD DAC purpose marker for gender equality and women’s empowerment assess each project in
relation to a) there are no gender equality objectives — marker 0; b) a gender equality objective is one among
several other project objectives and there has been a gender equality analysis and reporting on the gender
equality objective — marker 1; and c) gender equality is the principal objective of the project, whatever the sector
focus, including climate adaptation or mitigation — marker 2. See Annex Nine and the gender equality section of
The Reality of Canada’s International Climate Finance, 2018, op. cit., for more detail.
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projects focused mainly on gender equality aspects of climate finance, with $1.9 million in disbursements
in 2018/19. These projects related to adaptation and were channeled through international universities
or institutions. The Government has a goal by 2020 for 15% of bilateral projects to be focused exclusively
on gender equality and women’s empowerment. There is therefore a crucial need for new climate
programming in which addressing gender equality and women’s empowerment is the principal entry point
and purpose of the initiative. (See also Annex Ten for details.)

With regard to empowering women’s rights organizations, less than $1 million in climate finance
disbursements ($975 thousand) has been coded up to April 2019 to women’s rights organizations.

Of the $155.7 million for climate-related agriculture disbursements between 2016/17 and 2018/19, 96%
were marked gender significant (mainstreamed); 2.2% had no gender equality objectives; and only 1.7%
(52.7 million) were marked gender equality principal purpose.

What are some of the considerations for gender equality and women’s empowerment in climate finance?
Project documentation for the Green Climate Fund provides some indications as each project includes a
gender equality analysis and a gender equality plan in recent approval tranches. The November 2019
Board of the GCF adopted a Gender Policy and Gender Action Plan, 2020 to 2023 to guide this critical

6

area.”® A review of select GCF agriculture projects’ gender equality analysis and action plans points to

several gender equality issue areas, which the projects intend to address, inter alia:”’

e Ensuring equal and sometimes favoured access to project resources and employment opportunities
by women affected and potentially involved in the project (with particular attention to ethnic minority
women);

e Ensuring women participate fully in project decision making about project implementation;

e Ensuring that women'’s livelihood objectives in agriculture (e.g. crop selection, including subsistence
needs), access to paid labour, female-led land use and irrigation are well reflected in the project
design and implementation;

e Design capacity-building priorities, opportunities, and training modules in ways that are tailored to
the aspirations, needs and capacities of women, and linked to the support for women’s priorities in
agricultural production, the development of women’s entry level entrepreneurial skills, the
identification of market opportunities, product development and marketing;

e Strengthen and include local Women's Organizations representatives as participants in all aspects of
the project;

76 See https://www.greenclimate.fund/document/gcf-b24-15.

77 These examples are drawn from documentation for three climate sensitive agriculture projects, selected
randomly, in Vietnam, Zimbabwe and Sri Lanka. A review of this project documentation, which are prepared by
the implementing partner, can provide a good overview of the gender equality issues being addressed in climate
finance.
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e Ensure procurement and installation by farmers of gender-sensitive technologies to implement
climate-resilient water resource management in rainfed farmland; and

e Provide gender sensitive technical assistance, business planning and management training to
smallholder farmers, with particular emphasis on women, as well as enable women’s access to
financial intermediaries for sustained scaling up climate-resilient agriculture.

5. Comparing Canada’s Climate Finance with Other DAC Donors

Canada and other DAC Donors — Key Points

1. For the period 2016 to 2018, Canada ranks 9% in overall climate finance among 24 DAC donors,
and in 8" position for both adaptation and mitigation finance.

2. Canada’s generosity in its climate finance relative to the wealth of the country is very weak.
Canada’s climate finance commitments were 0.04% of its Gross National Income (GNI) in 2018
and it ranks 14", about mid-way among the donors.

How does Canada’s climate finance measure up against other DAC donors?’® According to OECD DAC data
on climate finance, for the period 2016 to 2018, Canada ranks 9% in overall climate finance among 24
donors, and in 8" position for both adaptation and mitigation finance. (See Annex Eleven, Table 1 for
details.) Canada contributed 1.8% of this total climate finance (against its fair share at 3.8% based on its
GNI relative to total donor GNI). The top ten climate finance donors make up more than 90% of all climate
finance in these years.

While Canada is a significant donor for climate finance, its actual generosity relative to the wealth of the
country is very weak. Canada’s climate finance commitments were 0.04% of its Gross National Income
(GNI) in 2018 and it ranks 14™, about mid-way among the donors. (See Annex Eleven, Table 4) Canada’s
overall performance for ODA is 0.27% and is ranked about 12" among all donors. The most generous
climate finance donors are Norway, Germany, France, Sweden and Japan. Two of these donors, Norway
and Sweden, allocate more than 0.7% of their GNI to ODA. However, these top five ‘generous’ donors
make up over half (58%) of total climate finance.

In relation to mitigation and adaptation, Canada ranks 8" in terms of dollar amounts devoted to these
two purposes among all 24 donors. (See Annex Eleven, Tables 2 and 3) Among these top ten donors,
only the EU Institutions, Sweden and the Netherlands provides more than 50% of its climate finance to
adaptation programs. Canada ranks 4™ in the share devoted to adaptation at 49%, but when the actual
disbursements by Canada’s Special Funds for the Private Sector at the MDBs are taken into account to

78 Climate finance for DAC donors is total principal purpose climate finance and significant purpose climate finance
adjusted to 30% of commitments for all donors. See Annex One for a methodological note.
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adjust the allocation of adaptation and mitigation programming, this ranking drops to 7.7

Canada, Norway and Ireland: Relative Performance in Climate Finance

In June 2020 Canada lost out to Norway and Ireland in the UN General Assembly elections for non-
permanent members on the Security Council. From the point of view of many developing countries
Canada’s weak ODA performance may have been one of the factors influencing this outcome. According
to the OECD DAC, Canada was less generous in development cooperation, with an ODA/GNI ratio for 2019
at 0.27%, while Norway met the UN 0.7% target at 1.02% and Ireland was at 0.31%.

How do these countries compare in their overall trends in climate finance?®® The record for all three
countries is mixed and is unlikely to have had much influence on the vote. Norway’s climate finance for
2018 was the top performer among donors at 0.18% of its GNI. On the other hand, Ireland provided only
0.02% of its GNI as climate finance, compared to 0.04% for Canada. According to DAC data on climate
commitments averaged over three years (2016 to 2018), Norway provided more than three times its “fair
share” (as measured by the relative size of its economy) of total actual donor commitments in these years;
Ireland provided half its fair share; and Canada provided about two-thirds of its fair share.

While Ireland is a relatively weak climate finance donor in terms of overall finance and its share in Irish
country wealth, it allocates a very high proportion (73%) of this finance to adaptation, which is all grant-
based finance, compared to only 17% for Norway, and 49% for Canada (39% when adjusted for the actual
performance of its MDB special funds for the private sector). Only Canada reports a very high share of
loans in its climate finance to the OECD DAC — 52% of commitments in 2018, compared to no loans for
either Norway or Ireland.?!

Using OECD DAC data for 2018, Canada delivered 89.6% of its climate finance commitments for that year
through multilateral organizations and banks, compared to 73.8% for Norway and 69.2% for Ireland. All
three donors prioritize multilateral channels when compared to all DAC donors taken together, which

7 |t should be noted that no other donors’ designations of mitigation and adaptation for particular projects have
been adjusted against actual allocations of projects. Some of their programs may also be miscoded against this
performance, similar to these Special Canadian Funds at the MDBs, which would also affect their ranking.

8 For more detail on Norway’s climate finance see Hans Peter Dejgaard and Andrew Hattle, “Funding what counts
— assessment of channels for increasing Norwegian climate finance,” report for Norwegian Church Aid et. al.,
March 2020, accessed at http://forumfor.no/assets/docs/FundingWhatCounts2020.pdf. For a detailed report on
Irish climate finance see Cliona Sharkey and Jennifer Higgins, “The Cost of Inaction: Ireland’s responsibilities for
global climate finance,” a report for Trocaire and Christian Aid Ireland, November 2019, accessed at
https://www.trocaire.org/sites/default/files/resources/policy/climate-inaction-report.pdf.

81 Figures in this and the following paragraphs are derived from DAC CRS reporting of climate finance data for both
principal purpose and significant purpose (discounted to 30%) climate goals. This DAC data is similar but differ in
exact figures from data presented in the two CSO studies of Norway and Ireland, as well as this study of Canadian
climate finance, due to different time periods, currencies and assumptions in allocating the commitments /
disbursements. But the overall trends set out in these paragraphs are consistent with the detailed reports.
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channel less than half (45.3%) of their climate commitments through these channels.

The use of CSO channels also differ between these donors. Ireland, while a small donor in total finance,
allocates 28% of its total bilateral commitments through CSOs, while DAC data indicates that Norway
channels 16% and Canada directs 8% through CSOs. The Norwegian study makes some important
observations in the case of Norway, which find resonance in the analysis of Canadian climate finance:

“Adaptation objectives and finance to LDCs are largest in contributions channelled through NGOs.
Whereas the remaining bilateral partners provide less of their total finance towards adaptation
and to LDCs, than Norwegian finance channelled through multilateral partners. No specific
partner achieves balance between mitigation and adaptation, though NGO-channelled finance
has the highest adaptation share of 33%. And only finance channelled through NGOs surpasses,

with 64%, the average 29% share of total Norwegian ODA going to LDCs.”®?

Ireland’s climate finance is composed of only 58% principle purpose finance compared to 63% for all DAC
donors. Canada principle purpose finance is 88% of its total climate finance and Norway has 95% principle
purpose climate finance. In all three countries much of the climate finance channelled through CSOs is
significant purpose climate finance. Significant purpose climate finance responds to an essential agenda
to mainstream climate objective throughout development cooperation and strengthen climate resilience.
But expanding significant purpose climate finance does nothing to increase much needed additional
resources for developing countries for both climate and other purposes.®

6. A Framework for Canada’s Post-2020 Climate Finance

Canada’s current commitment of $2.65 billion in climate finance is to be achieved by March 2021, with

the added promise of annual commitments of S800 million by 2020/21. The status of this latter

commitment is not clear. It is highlighted in Canada’s Third Biennial Report to the UNFCCC in 2017 but

was not mentioned in the most recent Fourth Biennial Report. The Third Biennial Report stated that
“Canada is supporting this transition by: delivering $2.65 billion (B) over five years in climate
finance to developing countries, scaling up to $800 million (M) per year by 2020; integrating
climate change into our development assistance; using public finance to address market failures,
helping to attract and mobilize climate investments from the private sector; and deploying
innovative climate resources, such as providing climate investment through Export Development
Canada.”

The reference to Export Development Canada, which presumably includes FinDev Canada, suggests that
more than a third (34%) of the $800 million (up to $275 million based on the most recent report to the
UNFCCC) could come from these sources.?*

82 Dejgaard and Hattle, op. cit., p 26.
8 Sharkey and Higgins, op. cit., p. 26.

84 “Prime Minister announces investment in Global Climate Change Action,” November 27, 2015, accessed August
2019 at https://pm.gc.ca/en/news/news-releases/2015/11/27/prime-minister-announces-investment-global-
climate-change-action. This commitment to $800 million per year by 2020/21 was repeated in Canada’s Third
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a) A Fair Share Target for 2021/22 to 2025/26

A Fair Share Target for 2021/22 to 2025/26 — Key Points

1. Canada’s bilateral annual fair share of the US$100 billion is Cdn$1.8 billion. Achieving this fair
share by 2025/26 would require an investment of $6.76 billion, including the carry forward of
$800 million annual commitments in 2020/21. Assuming the latter carries forward, achieving
the goal will require $2.76 billion.

2. Comparing a post-2020 commitment to the five-year $2.65 billion up to 2020, the new
commitment should not include climate finance through EDC or FinDev Canada, which has not
been included in the $2.65 billion commitment. EDC and FinDev Canada climate finance would
still be reported to the UNFCCC.

3. If Canada’s new commitment were to only carry forward the $800 for these five years, and the
government includes EDC and FinDev Canada in this annual $800 million, Canada’s new
commitment at $2.63 billion would be less than the current $2.65 billion.

The UNFCCC has extended the annual target of US$100 billion from 2020 to the years up to 2025 as
negotiations continue on an ambitious new target for beyond 2025, from a floor of USS$S100 million.
Canada has not announced its financing target for the five-year period 2021/22 to 2025/26. The Reality
of Canada’s International Climate Finance, 2019: Towards a fair share climate finance portfolio for Canada
put forward a policy framework and a suggested pathway ramping up climate finance to achieve Canada’s
fair share of the global US$100 billion annual target by 2025/26.%> This framework and pathway have
been supported by Canadian CSOs through their participation in the CAD coalition’s contributions to the
July/August 2020 government consultations on Canada’s future climate finance.

A five-year investment of $6.76 billion is needed to achieve this fair share goal, which is 2.5 time more
climate finance in this period compared to the five-year $2.65 billion. (See Table 1 in Annex Twelve for a
projected pathway to reach this fair share.) The overall fair-share commitment of $6.76 billion includes
the assumption that the current $800 million in annual climate finance is realized in 2020/21 and is
extended annually over these years. Taking account of this $800 million, only $2.76 billion in new
resources would be required over the five years.8®

Biennial Report to the UNFCCC in 2017, page 211, accessed at
http://publications.gc.ca/collections/collection 2018/eccc/En4d-73-2017-eng.pdf.

85 For details on the calculations involved in Canada’s fair share of US$100 billion and the elaboration of the
framework and portfolio see Tomlinson, The Reality of Canada’s Climate Finance 2019, op. cit, pp. 38 -49 (accessed
at http://climatechangeanddev.ca/wp-content/uploads/2019/11/Final-October-2019-Climate-Report.pdf). This
section reiterates this framework and pathway and updates the discussion on additionality and the allocation of
Canada’s climate finance to different priorities post-2020/21.

86 $6,755 million less $4,000 million (S800 million for five year) carry forward.
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To date, Canada has recognized climate allocations by the EDC and FinDev Canada in its biennial reports
to the UNFCCC but has not included this finance in its allocations of the $2.65 billion commitment. (See
Sections 3 (a) and 3 (e) above.) If it were to include EDC/FinDev Canada in its five-year commitment going
forward, assuming the same level financing (5275 million annually), it would account for $1,375 (or 20%)
of the fair share commitment in concessional resources.

If the government were to extend the $800 million annual climate commitment in 2020/21 to 2025/26,
this action would increase the current five-year commitment by 50% to $4.0 billion. However, if it were
to include EDC/FinDev Canada climate finance in do so, Canada’s new commitment (at $2.6 billion) would

actually be slightly less than its current $2.65 billion over five years.®’

b) A Policy Framework for Determining and Allocating Canada’ Climate Finance Fair Share

The 2019 report for CAD put forward seven essential principles that should guide Canada’s post-2020
climate finance and its allocation:

Making a fair share contribution: New targets, at a minimum, should respect Canada’s fair share of

developed countries’ financing obligations to developing countries as agreed in the Paris Agreement.
While the pandemic has seriously affected the fiscal context for all donor countries, the government
has the support of a majority of Canadians who recognize the urgency of the climate emergency.®

Our climate finance commitment should be in keeping with the fact that the global goal of US$100
billion annually is a minimal target, politically negotiated among the parties. This target does not itself
meet the actual needs in developing countries for mitigation and adaptation action, made all the more
urgent by the pandemic.

Addressing climate finance additionality:  Climate finance targets should ensure additionality and

take into account the need to grow Canadian Official Development Assistance (ODA) to meet the UN
target for ODA of 0.7% of GNI and its international development obligations to the poorest and most
vulnerable countries. Canada should establish a line item for principal purpose climate finance in the
International Assistance Envelope and increase the Envelope each year minimally by at least the
planned level for these disbursements.

Giving priority to adaptation: Canada should aim to allocate a minimum of 50% of its principal

purpose climate finance commitments to adaptation. Loss and damage allocations would be included
as adaptation, but beyond this 50% target for adaptation;

87.$4,000 million less $1,375 million (estimate of EDC @ $275 million per year) = $2,625 million.

88 According to a recent EKOS poll, three-quarters (73 per cent) of Canadians expect “broad transformation of our
society” as a result of the pandemic. A majority say they expect to see major social reforms that prioritize “health
and well-being,” and a “sizeable majority” think the crisis “underlines the need to shift to a greener economy in
the post-pandemic world.” See https://pressprogress.ca/big-majority-expects-major-social-reforms-and-
transformation-of-canadian-society-after-covid-19/.
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vi.

Vii.

Giving priority to gender equality and women’s empowerment in climate action, aligned to the FIAP:

Financing modalities, with a clear strategy, should integrate and assess gender equality objectives in
climate finance, including demonstrating a commitment to reach 15% of climate finance projects that
have gender equality as their principal purpose;

Supporting a pathway to low greenhouse gas emissions:  Ensuring that all Canada’s development

cooperation is consistent with a low greenhouse gas emissions pathway and climate resilient
development;

Targeting the most vulnerable countries and people: All climate finance modalities, but particularly

those related to adaptation, should take into account and respond to the urgent needs of the most
vulnerable (LDCs, SIDSs, poor and marginalized populations), consistent with development
effectiveness principles. Climate related investments supported by Canada, including though the
multilateral funds for the private sector, must respect the rights of indigenous peoples and must
implement the principles of free, prior and informed consent for all affected populations; and

Establishing appropriate balance in financing modalities: The choice of financing modalities should

follow from these principles, based on full consultations with stakeholders, taking into account
learning from the 2015 — 2020 climate finance experience. In the context of not only the historic
responsibility of development countries for creating conditions of climate change and the quickly
evolving debt crises for many developing countries, Canada should give strong priority to grant
financing in all types of climate finance, but exclusively so in adaptation finance.

c) Additionality

Additionality in Canada’s Climate Finance — Key Points

By any measure Canada’s climate finance disbursements have not been additional to ODA for
other purposes. By 2018/19 climate aid was 8.1% of Real ODA.

Various financing scenarios for Canada’s post-2020 climate finance commitment all require
commiserate increases in the International Assistance Envelope at least equal to the level of
this financing. Canada’s climate finance can be an integral part of a ten-year plan to achieve
the 0.7% UN target for Canadian ODA.

While difficult to measure precisely, additionality for any new Canadian commitment is a crucial principle
and goal for climate finance. Supplementary Estimates (which are additions to the budget for the
International Assistance Envelope [IAE] during the fiscal year) had been an important practice in climate
finance from 2015/16 to 2017/18, financing 64% of climate-related disbursements up to that year. But
there have been no similar allocations in Supplementary Estimates in either 2018/19 or 2019/20. For
those years, disbursements for principal purpose climate finance came directly out of the IAE and thus
there was no budgetary additionality.® To date for 2020/21, in the context of massive spending for

89 See the discussion of additionality in Tomlinson, The Reality of Canada’s Climate Finance 2019, op. cit., pp 39 —
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alleviating the impact of the pandemic in Canada, the government has not published a budget or the IAE
for this year.

Climate finance does have a significant impact on Canada’s allocation of its ODA for other purposes (Figure
Eleven). Since 2015/16 the share of climate finance in Canadian Real ODA has grown from 3.2% to 8.1%
in 2018/19, indicating no real additionality for this climate finance, particularly in recent years.*

Without substantial increases in Canadian ODA over the next five years, the impact of Canada’s fair share
scenario, or even projecting $800 million over these years, will be profound. (See Table 2)

In projecting the current scenario for 2020/21 (S800 million) forward to 2025/26, without any increase in
Real ODA beyond current budgetary commitments will increase the share of this ODA for climate finance
from 8.1% in 2018/19 to approximately 14% in 2020/21. This share decreases slightly to 13% going
forward due to small promised increases to the IAE up to 2023/24.

Figure Eleven: Share of Climate Finance in Canadian Real ODA

Share of Principal Purpose Climate Finance in Canadian Real ODA
Two-Year Running Average, 2010/11 to 2017/18
Canadian Real ODA is Actual ODA less in-donor refugee and student costs and debt cancellation
Source: GAC Historical Project Dataset © AidWatch Canada, July 2020
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Projecting the proposed fair share increases in climate finance to 2025/26, without an increase in the IAE
for ODA, climate finance will be almost a third of ODA by 2025/26. However, by committing to a ten-year
timetable to increase ODA to reach the 0.7% target by 2030/31, the fair share scenario for climate finance

9 Real ODA is ODA less in-donor refugee and student costs included in ODA and debt cancellation, which is
included at its full face value.
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is sustained at about 15% of Real ODA for these years, representing some additional climate finance for

these years.
Table 2: Share of Climate Finance in Real ODA — Future Scenarios
Real ODA, Fair Climate Fair
Real ODA, Increases Climate Share Finance Share | Fair Share
No towards 0.7% | Finance @ | Climate @ Climate | on ODA
Increases by 2030 $800M Finance | $800M | Finance | t00.7%
2020/21 | S 5,646 | S 5,646 $800 S800 14% 14% 14%
2021/22 | S 5746 | S 6,561 $800 $945 14% 16% 14%
2022/23 | S 5846 | S 7,615 $800 $1,115 14% 19% 15%
2023/24 | S 5946 | S 8,836 $800 $1,315 13% 22% 15%
2024/25 | S 5946 | S 10,249 $800 $1,550 13% 26% 15%
2025/26 | S 5946 | S 11,865 $800 $1,830 13% 31% 15%
Notes / Assumptions:
1) Real ODA is ODA less in-donor expenditures for refugees and students from developing countries and
debt cancellation.
2) ODA s calculated by the author based on known budgetary commitments by the government up to July
2020.
3) Increases in ODA to reach 0.7% by 2030 are by the author based on assumptions regarding an average
increase in GNI and regarding non-IAE ODA eligible expenditures (e.g. in-donor refugee and student
costs).
4) The climate finance scenarios are multiyear commitments. For the purposes of this table, all of the

climate finance scenarios assume average annual disbursements over these years at the same level as

project commitments. These disbursements may in fact be less in some years and more in other years.

d) Reflections on a Fair Share Portfolio for Canada

1.

2.

Reflections on a Fair share Portfolio for Canada — Key Points

The proposed portfolio sets out a 60/40 balance between multilateral and bilateral channels,
but calls for greater priority to those multilateral channels with a proven track record in giving
priority to adaptation, LDCs and the most vulnerable.

To what degree can the private sector be involved in support of adaptation? The evidence
points to very limited involvement from large funding mechanisms, but there may be more
opportunity in support of local small, medium scale enterprise (including small-scale farmers),
local business and micro-finance institutions.

Table Two in Annex Twelve sets out a scenario for allocations of $6.76 billion to individual climate finance

funds and purposes for the period 20201/22 to 2025/26. This scenario was proposed and discussed in
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the 2019 Reality of Canada’s Climate Finance report. It is consistent with the seven principles elaborated
above.

In putting forward this portfolio the intention is not to suggest that there is only one ideal way to allocate
these funds to meet these principles. Rather the government should develop a fully costed plan for its
new climate finance commitment, based on an assessment of the experience of allocating the $2.65 billion
against the guiding principles above, and based on due diligence for each funding option. Given the scale
of this financing, it is also assumed that it is new money and that the IAE grows at a rate to minimally
accommodate this climate finance (Table 2 above). The portfolio, in allocating an increased climate
finance commitment, highlights a pathway for Canada if it were to assume significant leadership for both
adaptation and for gender sensitive climate resilience, giving priority to the most vulnerable and poorest
countries.’

A balance between multilateral and bilateral channels  The proposed portfolio improves the overall

balance between different channels based on their relative capacities to reach the most vulnerable. With
64% of the portfolio channeled through multilateral funds and organizations, the plan acknowledges the
importance of the multilateral system in addressing the climate crisis in developing countries. Well
focused multilateral approaches can reduce significantly the current fragmentation in climate finance
options available to developing countries. It also takes account the available human capacities to manage
this finance with the government.

But among these multilateral funds and organizations, it is still important to set priorities for those
channels that stress adaptation and emphasize LDCs and the most vulnerable. According to an analysis
by Norwegian CSOs,?? the Adaptation Fund, the Global Environment Facility’s Least Developed Country
(LDC) Fund, IFAD’s Adaptation for Smallholder Agriculture Program, and FAO-Adapt®® (which is not
currently included in the portfolio) are highlighted to be effective, underfunded and in high demand from
developing countries. It is important to note that these funds provide finance mostly as grants not loans,
unlike financing through multilateral development banks.

91 See Tomlinson, The Reality of Canada’s Climate Finance 2019, op. cit., pp 43 — 46 for a more detailed assessment
of the proposed portfolio. This current Report only summarizes some of the highlights.

92 Dejgaard and Hattle, op. cit., p. 69. This Report includes annexes that assess a range of multilateral channels for
climate finance from the point of view of impact, effectiveness, efficiency, sustainability, and cross cutting issues of
human rights and gender equality. See Amalie Kongsted Cordes and Emil Hageman Christensen, “Assessment of
Climate Finance Channels for increase in Norwegian government support,” Report for Norwegian Forum for
Development and Environment, November 2019, accessed at http://forumfor.no/assets/docs/Annexes-to-
Norwegian-study-of-finance-channels-INKA-24-November-2019.pdf.

9 FAO-Adapt is a framework program providing general guidance in the implementation of FAQ’s multi-disciplinary
activities for climate change adaptation. It aims to enhance the coordination, efficiency and visibility of FAO's
adaptation work through both short and long-term adaptation measures. See Cordes and Christensen, op. cit.,
p.59.
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The portfolio continues funding for the four special Canadian funds at the MDBs, as well as the World
Bank Coal Phase Out program, at the same level as was allocated from the current $2.65 billion
commitment, mainly for mitigation with the private sector through loans. Other unallocated finance
through the multilateral system should prioritize adaptation and grant financing for the poorest countries.
Canada’s future finance for the Green Climate Fund should increase significantly, given Canada’s role at
the GCF, and be exclusively grant financing (consistent with all other donors except France).

This proposed Canadian portfolio calls for a significant increase in Canadian bilateral programming
targeting adaptation and poor communities. Alongside the analysis of the Norwegian CSOs, bilateral
assistance should include a substantial envelope open to International and domestic CSOs “with proven

interests in developing country ownership and genuine partnerships.”®*

Adaptation finance and the private sector Effective adaptation finance requires strong engagement at

the community level if it is to reach poor and vulnerable populations affected by climate change. The
adaptation needs of the poorest countries must be a priority. The evidence from Canada’s experience
with the $2.65 billion allocations and the Green Climate Fund suggests that the private sector, relative to
the public sector and CSOs, has had very limited engagement in adaptation. Where the private sector has
engaged, it has been in the context of government leadership and/or in strengthening small scale micro
finance, adaptive technologies, and local services for affected populations.

Currently-available data reveals that Canada’s special climate funds for the private sector at the
multilateral development banks have only financed three projects relating to adaptation. All of FinDev
Canada’s approved partnerships with the private sector are primarily directed to mitigation. The three
MDB projects related to adaptation amount to $18.5 million in total commitments, which is only 7% of
the $265.25 million that the MDB Special Funds and FinDev Canada together have committed to date.
This finding is back up by the Norwegian CSO study: The World Bank’s International Finance Corporation,
a major financing partner with the private sector and home to several Canadian special funds channels
only 1% of its resources to adaptation.”® These are not likely the most effective channels for ramping up
adaptation programming involving the private sector.

The experience of the Green Climate Fund also confirms this private sector orientation. Among the 59
projects identified as supporting adaptation in the GCF only 2 projects involve partnerships with the
private sector. These projects have total commitments of US$41.8 million out of total GCF adaptation
commitments of US$1.5 billion for all 59 projects (less than 3%). As the private sector requires a return
on its investment, it is not surprising that this investment goes to mitigation, such as renewable energy,
over adaptation, which for the most part is much less likely to generate income and a return on the
investment.

9494 Dejgaard and Hattle, op. cit., pp. 12, 13 and 31.
% Dejgaard and Hattle, op. cit., p. 61.
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The UNDP has developed a useful framework for encouraging private sector engagement in adaptation.®
Highlighting the need to be clear about what constitutes a relevant private sector, the framework suggests
that the local private sector in developing countries consists primarily of micro- small- and medium-
enterprises (MSMEs), including smallholder and family farms, and enterprises. It looks at both the direct
risks that drive the private sector to address adaptation but also indirect risks (policy, supply-chain risks)
that are hard for MSMEs to address on their own.

The UNDP set out some of the current barriers for the local private sector to invest in climate change
adaptation — lack of knowledge and risk assessment, limited financing capacities, limited technology
capacities and policy and regulatory barriers among others. But they also present a series of case studies
of successful examples:’

e Engaging the private sector to strengthen climate information and early warning systems;

e Adapting local infrastructure through small scale loans from government or micro finance
institutions for community entrepreneurs;

e Coastal management through engagement of the local tourist sector (but this example is mainly
about improved government regulations governing land use);

e Technical support for smallholder farmers to develop climate resilient water management and
agriculture practices;

e Risk transfer mechanisms for vulnerable communities as part of a larger program of support for
small holder farmers, involving appropriate insurance schemes; and

e Micro and small scale agro-enterprise development support in vulnerable communities.

In general, the conclusion of these and other studies is one of limited experience in adaptation finance
targeting vulnerable populations. An evaluation of the Adaptation Fund, which focuses on the needs of
the poorest countries, identified only three projects and observed that “these initiatives indicate the need
for raising awareness among private sector stakeholders to prioritize adaptation and recognize their stake
in adaptation processes.” ®® There may in fact be more opportunities in engaging the private sector in
adapting roads and other large infrastructure (e.g. water systems for cities) for climate impacts through
climate finance.®® These areas for adaptation, while important, must be assessed and designed to ensure
benefits for vulnerable populations, whose interests are often side-lined in private sector engagement in
such projects.

% See UNDP, Climate Change Adaptation: Engaging the Private Sector, nd, accessed at https://www.adaptation-
undp.org/privatesector/.

% Ibid.

%8 Tango International, Overall Evaluation of the Adaptation Fund, July 2017 to June 2018, Final Report, June 2018,
page 45, accessed at https://www.adaptation-fund.org/wp-content/uploads/2018/06/AF Phase2 Eval 4June.pdf.
This evaluation mentions only three projects involving the private sector (two of which are repeated by the UNDP.
The evaluation covered $416 million for climate adaptation initiatives in 63 projects in 53 countries.

% See examples that are highlighted throughout the report of the Global Commission on Adaptation, Adapt Now,
op. cit., accessed at https://cdn.qca.org/assets/2019-09/GlobalCommission Report FINAL.pdf.

58



Annex One
Data Sources and Methodological Notes

A. Sources of Information

The data sources for this analysis of climate finance are the following:

a)

b)

d)

e)

Canada’s Third and Fourth Biennial Reports to the UNFCCC on Canada’s climate change
commitments, including climate finance according to the Paris Rulebook agreed at COP24 in 2018.
Canada reports its bilateral climate finance (including projects related to the $2.65 billion
commitment and more) at the disbursement level.

O and Environment and Climate

Government’s Recent Announcements for Climate Finance'®
Change Canada’s website on Canada’s Climate Finance with detail on all climate finance
projects.’®® GAC also provided the author with a list of projects relevant to the $2.65 billion
commitment. The amounts in these announcements are total commitments, which may be

disbursed over several years.

Global Affairs Canada’s Project Browser!®? and the Historical Project Dataset (HPDS) for the years
up to 2018/19 inclusive.'® The Browser has detailed information on all projects funded through
Global Affairs Canada, including total project budget as a multi-year commitment. The Historical
Project Dataset provides detailed annual disbursements information for each ODA project
financed by GAC (and since 2016/17 for all Departments). Climate finance is identified through
the Rio Marker System (see below). Principal purpose climate finance is considered equivalent to
project commitments made under the $2.65 billion commitment, although the latter includes only
multilateral initiatives.

OECD DAC’s annual reports on provider climate finance.!® These reports are derived from
providers’ annual ODA reports to the DAC Creditor Reporting System (CRS) and are based on the
Rio Marker System (see below) with climate finance the principal purpose and climate finance a
significant purpose among other purposes. The DAC also uses biennial report to the UNFCCC in
compiling its annual determination of total climate finance. Loans are not adjusted to their grant
equivalency basis, as is the current practice for DAC aggregate reports on donor ODA.

Internet searches for specific Canadian climate finance projects.

100 See https://climate-change.canada.ca/finance/RecentAnnouncements-
AnnoncesRecentes.aspx?GoCTemplateCulture=en-CA.

101 See https://climate-change.canada.ca/finance/Default.aspx

102 5ee http://w05.international.gc.ca/projectbrowser-banqueprojets/?lang=eng

103 See http://www.international.gc.ca/department-ministere/open data-
donnees ouvertes/dev/historical project-historiques projets.aspx?lang=eng

104 See https://www.oecd.org/dac/financing-sustainable-development/development-finance-topics/climate-
change.htm
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B. Rules for determining the level of finance in projects marked through the DAC Rio Marker

Most of the analysis of climate finance is based on provider reports to the DAC CRS (see above) against
the Rio Marker for climate change adaptation and climate change mitigation.’® The project commitment
or annual project disbursement marked climate change adaptation or mitigation is reported in full to the
DAC. There are two issues that arise.

First, projects where only part of the project is relevant to climate finance (significant purpose projects)
need to be adjusted to reflect only the climate finance portion. However, there are no agreed rules among
the parties to the UNFCCC for doing so. Providers have different practices, and Canada has determined
that 30% of the commitment/disbursement for projects marked significant purpose would be counted as

C.1%  Given the impossibility of examining each project

climate finance in its reports to the UNFCC
individually, this proportion seems reasonable (and was used by the author for the 2017 Benchmark

Report prior to Canada adopting this rule).

Second, the same project may be marked both climate finance adaptation and climate finance mitigation,
which will create a situation of double counting if such finance is added without adjustments.

Accordingly, AidWatch Canada datasets for climate finance are adapted from the HPDS and the DAC CRS
with the following rules:

a) Only concessional (grants or loans) are included.

b) Allocations of the Rio marker for principal purpose and significant purpose climate finance
allocated to either adaptation and/or mitigation are calculated along the following lines to avoid
double counting:

Principle Purpose:

i. Principle Purpose / Not Targeted — Counted at 100% principal purpose for either
adaptation or mitigation (i.e. the one not targeted).

ii. Principal Purpose / Principle Purpose — Counted at 50% for adaptation and 50%
for mitigation

iii. Principle Purpose / Significant Purpose — Counted at 100% for principle purpose
only and not significant purpose.

105 For more information on the Rio Marker see http://www.oecd.org/dac/environment-development/Annex 18.
Rio markers.pdf and http://www.oecd.org/dac/stats/rioconventions.htm.

106 See the different provider practices in their reports to the UNFCCC in this Adaptation Watch Report,
https://staticl.squarespace.com/static/56410412e4b09d10c39ceb4f/t/581af8272e69cfd82f8a834a/14781624814
57/Adaptation+Watch+Report+2016+Digital+FIN.pdf, page 24. For Canada’s methodological rules see its Third
Biennial Report to the UNFCCC, accessed August 2019 at

https://unfccc.int/files/national reports/national communications and biennial reports/application/pdf/820514
93 canada-nc7-br3-1-5108 eccc can7thncomm3rdbi-report en 04 web.pdf, page 246 and pages 256-7.
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Significant Purpose:

i.  Significant Purpose / Not Targeted — Counted at 30% of significant purpose
amount for the one targeted.

ii.  Significant Purpose / Significant Purpose — Counted at 30% of significant purpose
amount, divided equally between adaptation and mitigation

iii. Significant Purpose / Principal Purpose — Not included in significant purpose
allocations as it is already counted as principal purpose (see principal purpose [iii]
above).

Using the DAC Climate Database for comparisons to other providers

In order to compare provider commitments to climate finance, AidWatch Canada uses the DAC Climate
Databases. It analyzes only ODA-reported climate finance, using the provider perspective, for years 2012

to 2018, the last year for data. The DAC also has a database using the recipient perspective.'”’

The provider perspective includes all provider bilateral commitments for climate finance, plus pro-rated
donor non-earmarked contributions to multilateral funds and financial institutions, which can be related
to climate finance. The latter is calculated by the DAC based on the share of disbursements by these
institutions for climate finance.!® These imputed multilateral allocations are then attributed to each
provider, but unfortunately are not allocated to adaptation or mitigation through the Rio Marker. The
author allocates these contributions to adaptation/mitigation based on the share indicated in the 2018
Joint Multilateral Development Banks Report on their climate finance or an examination of the Fund by
AidWatch Canada.

These imputed multilateral contributions in the ‘provider perspective’ indicate provider contributions to
these channels, not climate finance disbursements made by these multilateral institutions to recipient
countries.

All DAC data is commitment basis (total project budget). Providers report commitments in the year that
they are made, while disbursements may take place over several subsequent years. To date, the DAC
does not report climate finance on a net disbursement basis. Gross disbursements for climate finance

107 See the database at http://www.oecd.org/dac/financing-sustainable-development/development-finance-
topics/climate-change.htm. Also see the methodological note by the DAC on the differences between the
‘provider perspective’ and the ‘recipient perspective’ at http://www.oecd.org/dac/financing-sustainable-
development/development-finance-data/METHODOLOGICAL NOTE.pdf. The main difference is how multilateral
disbursements are included. The provider perspective counts donor allocations to the multilaterals while the
recipient perspective counts the actual disbursement of the multilaterals made with their own resources.

108 See https://www.oecd.org/dac/financing-sustainable-development/development-finance-data/Imputed
multilateral shares.x|sx.
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(including the full value of loans, but not any repayments of loans) can be accessed directly from the DAC
CRS by sorting project level data for the climate finance policy markers.2%®

The DAC also provides climate finance on from a recipient perspective. The recipient perspective
measures all bilateral climate finance received by recipient countries (similar to the ‘provider
perspective’), but also climate related outflows from multilateral organizations. In order to avoid double
counting of bilateral funds through the multilateral system, only multilateral commitments made out of
their own internal resources, are counted in the ‘recipient perspective,” not provider flows to multilateral
institutions. Recipient perspective data are available from 2010.

Because of this limitation relating to multilateral institutions with the recipient perspective, AidWatch
Canada uses the ‘provider perspective’ as the provider orientation is the usual purpose of the analysis.
Also, the analysis excludes non-DAC members reporting to the CRS and focuses on concessional grants
and loans (excluding a few non-concessional flows from some donors as these flows are not consistently
reported by all providers to the DAC against the Rio Marker.)

All concessional loans are included at their face value as reported by the DAC in its climate finance
database. These loans are not assessed for their grant equivalence, as is the practice of the DAC in
aggregate reporting of a donor’s ODA. Individual ODA projects in the DAC’s Creditor Reporting System
are at the face value of the loan.

Multilateral institutions data for climate finance

A full picture of multilateral institutions commitments and disbursements can be found in the annual Joint
Report on Multilateral Development Banks’ Climate Finance.1*°

Summary of Canada’s Climate Finance

a) Project commitments under the $2.65 billion pledge This project data derived from a list of
projects included in this commitment provided to the author by GAC in June 2020. The list only includes
projects relating to the multilateral system. Bilateral projects where climate purposes are the principal
purpose of the project are not included on this list. For a list of these projects see Annex Two. To have a
full picture of Canada’s climate finance that has been included as ODA the author includes both sets of
projects in the analysis. If the reference is only to the $2.65 billion, then the analysis relates only to these
projects listed in Annex Two.

b) Disbursements from the Historical Projects Dataset (HPDS) This dataset is published each
year in June for the previous fiscal year. The HPDS provides statistical information on purpose codes,

109 See https://stats.oecd.org/Index.aspx?ThemeTreeld=3.

110 The 2018 Report can be found at https://publications.iadb.org/en/2018-joint-report-multilateral-development-
banks-climate-finance.
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recipient countries, GAC project numbers and titles, implementing partners, and sector priorities for each
project disbursement for that fiscal year. The last available version for this Report is 2018/19.

The HPDS since 2016/17 has been revised to include not only disbursement for international assistance
by GAC, but also by other federal departments such as the Department of Finance (World Bank and IMF)
and Environment and Climate Change Canada. In the analysis of climate finance in the HPDS prior to
2016/17, disbursements for Canada’s climate funds at the World Bank IFC by the Department of Finance
have been added.

The calculation of disbursements of climate finance for this Report excludes Canada’s obligation for core
replenishments for International Financial Institutions and UN organizations, except for the GEF, which is
consistent with the approach to accounting for the $2.65 billion commitment by the Government. All
disbursements are adjusted according to the rules for the Rio Marker set out in section B above.

The Canada Climate Fund for the Private Sector Il at the ADB (March 2017) was recorded by GAC as both
adaptation and mitigation, but AidWatch Canada records this project as 100% mitigation based on
published project allocations for Phase | and Phase Il. Similarly, the Canadian Climate Fund for the Private
Sector in the America with the Inter-American Development Bank (April 2019) was adjusted to 80%
mitigation and 20% adaptation as per the allocation of published projects in Phase | and Phase Il. Canada-
IFC Blended Climate Finance Program has been allocated 100% to mitigation based on the published
project profile in Phase | and Phase Il.

Determination of additionality for Canadian climate finance

There are no Government targets for Canadian ODA performance relating to the UN 0.7% of GNI global
target. It is therefore not possible to determine whether the allocations to Canadian climate finance are
additional to what would have been provided as ODA. AidWatch Canada uses a proxy for determining
additionality. This proxy looks at whether climate finance has been provided by supplementary estimates
for each government department during the fiscal year. There are three sets of supplementary estimates
each year. These estimates provide additional spending capacity for government departments beyond
their original estimates that are approved by Parliament following the adoption of the annual Federal
Budget. They are additional spending for each department but are drawn from government budgetary
reserves each year for unforeseen expenditures.

Additionality can also be measured by noting the difference between Real Canadian ODA including climate
finance disbursements for a given year, and Real ODA without climate finance. Real ODA is Official
Development Assistance less costs counted in ODA for refugees for their first year in Canada, imputed
university costs for students from developing countries, and the face value of debt cancellation.
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G. Calculation of Canada’s fair share of international finance

Canada’s fair share is based on the share of Canada’s GNI in the total GNI for all DAC providers. This
information is available in DAC Table DAC1.1!! Following a methodology by the World Resources Institute,
this Report calculates Canada’s fair share based on the most recent six-year average of Canada’s GNI
relative to the DAC donors total GNI for these six years. The share varies from year to year depending on
the relative growth in GNI for the respective donor countries. The current calculation used in the Report
is 3.8%. The World Resources Institute also takes into account a country’s historic contribution of GHG
emissions, and GHG emissions per capita. This Report only uses the GNI measure.

H. Adaptation as a Share in Canada’s Climate Finance

The Report uses the list of projects approved within the $2.65 billion commitment (Annex Two) to
determine the current balance in this commitment. The calculation takes into account several
adjustments for projects coded to adaptation with multilateral banks noted in section E above.

I. Allocations to Country Income Groups

This report uses the country distribution to income groups according to the OECD DAC. The latest listings
are for 2014-2016. Data from the HPDS are calculated based on this country distribution.

1) Green Climate Fund and MDBs The allocation by income groups for the Green Climate Fund

projects is based on a project by project review of the projects funded up to July 2020 as set out on the
web site of the Green Climate Fund. The breakdown for multilateral banks as a whole is taken from
statistics set out in the 2018 Joint Report of the Multilateral Banks’ Climate Finance.

2) Historical Projects Dataset The allocations to income groups are affected by regional programs

unallocated climate finance by income group (see Table Three). Much of the unallocated relates to
Canadian climate finance through multilateral institutions.

3) Allocations for Major Funds at the MDBs and the GCF AidWatch Canada reduces some of the
unallocated for total climate finance by adjusting the commitment and disbursement statistics for income

groups taking account the project experience of the Green Climate Fund and the Canadian Special Funds
at the Multilateral Development Banks. The shares below include project experience in both Phase | and
Phase Il and therefore differ from the shares in Annex Four, which relate only to the current phase.

11 See https://stats.oecd.org/Index.aspx?ThemeTreeld=3.
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ADB Canada Climate Fund for the Private Sector ($177.25 million disbursed up to July 2020 for
mitigation principal):

LDCs: $61.25 (35%)

LMICs: $89.6 (50%)

UMICs: --

Global/Regional: $26.4 (15%)

IADB Canadian Climate Fund for the Private Sector in the Americas ($185.7 million disbursed up
to July 2020 for mitigation principal [80%] and adaptation principal [20%]):

LDCs: ---

LMICs: $47.0 (25%)

UMICs: $126.5 million (68%)

Global/Regional: $12.2 (7%)

IFC Blended Finance Fund ($313.5 million disbursed in 2010-2012 up to July 2020 for mitigation
principal)

LDCs: $50.3 (16%)

LMICs: $64.2 (20%)

UMICs: $194.6 (62%)

Global / Regional: $4.4 (2%)

IFC Renewable Energy Program for Africa (no disbursements up to July 2020)
Assumption: LDCs—80%
LMICs — 20%

Green Climate Fund (60% mitigation and 40% adaptation — See Annex Five)

LDCs —20%
LMICs — 28%
UMICs — 25%

Global / Regional — 27%

These adjustments for the development banks are not possible for income group allocations for
adaptation and mitigation as there is insufficient information to link the income group shares to these
particularly purposes. However, most of these multilateral bank funds are directed to mitigation, with
less impact on adaptation allocations. For the Green Climate Fund income group allocations are possible
for adaptation and mitigation.

Bilateral allocations to Small Island Developing States (SIDS) are derived from country identifications in
Annex Two. The Caribbean as a whole is considered to be fully allocated to Small Island Developing States.
For MDBs, the 2018 Joint Report of the Multilateral Banks’ Climate Finance Report only gives a total
allocation for all MDBs to Small Island Developing States (Table 8). The share of SIDS in total MDB climate
finance for 2018 is 3.3%. Given the specific focus of the several Canadian climate funds at these individual
MDBs, this gross share was not considered sufficient to make an estimate of the share of Canadian climate
funds to SIDS.
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Annex Two
Canada’s Climate Finance Reports to the UNFCCC, 2016 to 2018

Table 1: Cumulative Climate Finance Disbursements, UNFCCC Reports, 2016 to 2018
Please review the Notes below for an accurate interpretation of this Table.

Millions of Current Canadian Dollars (Calendar Year)

Year ‘ Allocation Mitigation ‘ Adaptation ‘ Total
Multilateral Channels
2016 | Multilateral Climate Change Funds $84.0 $90.0 S174.0
2016 | Specialized United Nations Bodies S2.2 $12.9 $15.1
2017 | Multilateral Climate Change Funds S0.2 $30.2 $30.4
2017 | Specialized United Nations Bodies $23.0 $25.7 $48.7
2018 | Multilateral Climate Change Funds S0.0 S0.0 $S0.0
2018 | Specialized United Nations Bodies $29.5 $31.5 $61.0
Core GEF $52.6 $52.6
Non-Core Multilateral Four Year + GEF, Total $191.5 $190.3 $381.8
Core Multilateral Climate-Related Support $441.2
Total Multilateral | $823.0
Bilateral and other Channels
2016 | Bilateral, Regional and Other Channels $16.0 $42.2 $58.1
2017 | Bilateral, Regional and Other Channels $115.6 $165.7 $281.3
2018 | Bilateral, Regional and Other Channels $328.3 $187.2 $515.5
Bilateral, Regional & Other Channels, Total $459.5 $399.1 $858.9
Non-Core Multilateral +GEF+ Bilateral $651.4 $585.4 $1,236.7
Share of Total 52.7% 47.3%
Other Channels for Climate Finance ‘
2015 & 2016 Export Development Canada $273.0
2017 & 2018 Export Development Canada & FinDev Canada $546.5
Total Flows from Other Channels for Climate Finance $819.5
Total Canada Climate Finance, All Modalities $2,497.4
Other Information ‘

Total Disbursements, 2016 to 2018, relating to $2.65B Commitment (Figure 2) ‘ $946.0
Total Concessional Loans reported to UNFCCC $492.0
Total repayments from prior loans (Fourth Report, approximate amount) $47.0

Source: Canada’s Third Biennial Report, UNFCCC, 2018, Annex One
Canada’s Fourth Biennial Report, UNFCCC, 2020, Chapter 7 and Table 7.
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Table Notes:

1)

2)

3)

4)

5)

6)
7)

The detailed tables in the Third and Fourth Biennial Reports do not distinguish disbursements related
to Canada’s $2.65 billion commitment. Consequently, the total amounts for multilateral and bilateral
disbursements from these Tables are not directly comparable to Figure 2 in the text, which is derived
from pages 212 and 41 respectively from the Third and Fourth Reports.

Climate disbursements that are reported to the UNFCCC as cross-cutting by Canada have been divided
equally between adaptation and mitigation for the purposes of this Table. Not all reported
disbursements were allocated by adaptation and mitigation. Please see sections 3 (a) and 3 (b) for an
assessment of actual flows for adaptation and mitigation in Canada’s climate finance.

Core contributions to multilateral institutions attributable to Canada are based on a coefficient
provided by the organization for climate related finance, calculated annually by the OECD DAC. These
funds have not been allocated to adaptation / mitigation in Canada’s reports to UNFCCC. They are
also not included in Canada’s allocations towards its $2.56 billion commitment for this period.

Canada uses the DAC Rio Marker system for climate mitigation and climate adaptation activities to
determine climate-specific disbursements. Recognizing the importance of integrating climate
considerations in development assistance, Canada counts 30% of the funding to projects with
significant climate change marker. Activities that are marked principal purpose are counted in their
entirety.

No information is provided for Export Development Canada climate related support other than its
consistency with the Special Climate category within the IFC-Definitions and Metrics for Climate
Related Activities.'?

Flows from the EDC and FinDev Canada are for commitments not disbursements.

Total loans are those reported as “concessional loans” in Table 7a for 2018. These are loans provided
by Canada and do not relate to all the funds created by Canada at multilateral banks, which in turn
allocate loan finance to the private sector. See section 3 (a) for a full picture of Canada’s loan climate
finance.

112 gee https://www.ifc.org/wps/wcm/connect/8ebdc507-a9f1-4b00-9468-
7b4465806ecd/IFC+Climate+Definitions+v3.1+.pdf?MOD=AJPERES&CVID=IQuLLhw.
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Annex Three

Canada’s Climate Finance Projects: Canada’s $2.65 Billion Commitment & Bilateral Principal Purpose Projects

Includes all projects announced as part of the $2.65 billion commitment. Also included as a separate table are all other projects
marked principal purpose with the DAC Rio Marker since 2016/17. See the Table Notes at the end of the Table.

Red indicates new commitments since November 2019. GCF and Private Sector Funds coding to adaptation and mitigation adjusted
according to disbursements to date. See methodological notes.

A. Multilateral Project Commitments relating to the $2.65 billion Commitment (millions of Canadian dollars)

Project Title Commitment | Commitment | Adaptation/ | Adaptation | Mitigation
(millions) Period Mitigation
Green Climate Fund - Initial Resource Mobilization - 2015/16 to Adaptation /
168.0 67.2 100.8
Grant Contribution / GAC (40/60 Adjusted Allocations) ? 2020/21 Mitigation > >
Green Climate Fund - Initial Contribution - Repayable 2015/16 to Adaptation /
110.0 44.0 66.0
Contribution / GAC (40/60 Adjusted Allocations) ? 2043/44 Mitigation > >
Green Climate Fund - Initial Contribution - Cushion 2015/16 to Adaptation /
L s . . $22.0 N $8.8 $13.2
Contribution / GAC (40/60 Adjusted Allocations) 2030/31 Mitigation
Green Climate Fund — Replenishment (S50 million out .
of $300 million for period up to March 2021) (40/60 | ¢ 12530|'23n) 22(1)%2/2;0 m;"g;g r{ $20.0 $30.0
adjusted allocations) (loan @36.7%) ' g
Least Developed Countries Fund - Institutional 2016/17 to
Support 2016 to 2020 /GAC and Least Developed $37.5 Adaptation $37.5
. 2020/21
Countries Fund / GEF
Transformative Carbon Asset Facility (World Bank) S3.0 Mitigation $S3.0
. . .. 2016/17 to e .
Climate and Clean Air Coalition Trust Fund $10.0 202021 Mitigation $10.0
Reduce Short lived climate pollutants $25.0 Mitigation $25.0

68



Project Title Commitment | Commitment | Adaptation / | Adaptation | Mitigation
(millions) Period Mitigation
Initiated in
. . . 2016, but
6 Climate Risk and Early Warnln_g Systems_(CR_EWS) / $10.0 timeline Adaptation $10.0
ECCC/ World Meteorological Organization
unknown for
contribution
Mitigation
. . March 2017 !
7 Canada Climate Fund for the Private Sector Il / GAC / $200.0 and to run based 0|_1 $200.0
ADB (loan) for 25 vears projects in
y Phase | &I
Capacity Building Initiative for Transparency (UNFCCC) / Announced Adaptation /
8 $5.0 N $2.5 $2.5
ECCC/ISSD June 2016 Mitigation
National Adaptation Plans Global Network / ECCC / Announced
9 P 1SSD S2.0 November Adaptation S2.0
2016
Announced Adaptation /
10 Climate Technology Center and Network / ECCC S2.5 November p . S1.3 S1.3
Mitigation
2016
Canada's G7 Commitment to Climate Risk Insurance Loss &
11 ) $50.0 October 2018 Damage / $50.0
(Africa) .
Adaptation
Loss and
12 Climate Risk Insurance $100.0 Damage / $100.0
Adaptation
Canada IFC Renewable Energy Program for Africa / GAC Announced e
13 / World Bank IFC (loan) »150.0 January 2018 Mitigation »150.0
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Project Title Commitment Commitment Adaptation / Adaptation Mitigation
(millions) Period Mitigation
Canada- IFC Blended Climate Finance Program / $250.0 Mitigation, based $250.0
Announced . .
14 GAC / World Bank IFC (loan) on projects in
June 2018
Phase | & Il
Renewable Energy Generation and Efficiency for $60.0 Amount Mitigation $60.0
SIDS provided by
15
ECCC (October
2018)
Canadian Climate Fund for the Private Sector in $223.5 Adaptation / S44.7 $178.8
the Americas (C2F) / Inter-American Mitigation (20/80
Announced .
16 Development Bank (loan) . adjusted based on
April 2019 ] .
projects funded in
Phase | & I1)
17 Energy Transition and Coal Phase Out Program, $275.0 Announced Mitigation $275.0
World Bank (loan) December 2018
National Adaptation Plans Global Network / S2.0 Announced Adaptation S2.0
18 ECCC/ISSD September
2018
19 Accelerator for Women Climate Entrepreneurs S2.0 Adaptation / $1.0 S1.0
Mitigation
Global Environment Facility (GEF) Share of $92.0 Sixth and 20% Adaptation / S18.4 $73.6
20 replenishment for climate Seventh 80% Mitigation
Replenishments
1 Gender and Climate Finance (Convergence) S5.0 Announced Adaptation / S2.5 S2.5
August 2019 Mitigation
29 International Fund for Agricultural Development $150.0 Announced Adaptation / $75.0 $75.0

(IFAD) (loan)

February 2020

Mitigation
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Project Title Commitment Commitment Adaptation / | Adaptation | Mitigation
(millions) Period Mitigation
23 | Canada-CARICOM Climate Adaptation Fund $20.0 Announced Adaptation $20
P ' February 2020 P
Partnership for Market Implementation (PMI), Announced e
24 5.0 Mitigation 5.0
World Bank > December 2019 8 2
Adaptation Mitigation
Total Committed (March 2020) $2,029.5 $506.9 $1,522.7
Committed in 2019/20 [in red]: $230.0 Share 25.0% 75.0%
Balance to Commit $620.5 (23.4%)

Table Notes

1. This data is a compilation from data provided by Global Affairs Canada (May 2020) and Recent Announcements at https://climate-
change.canada.ca/finance/RecentAnnouncements-AnnoncesRecentes.aspx.

2. Allocations between adaptation and mitigation are based on GAC information. Where a project is coded to both, the budget is divided
equally. Contributions to the Green Climate Fund and Canada’s special private sector funds at the various Multilateral Development Banks
are allocated based on the actual experience of project disbursements from these funds that are publicly accessible as of June 2020.

3. Canada’s biennial reports to the UNFCCC are more comprehensive as they include bilateral climate finance, both principal purpose and
significant purpose. Canada adjusts significant purpose climate finance budgets to 30%. The latest Report is available at
https://unfccc.int/sites/default/files/resource/br4 final en.pdf and Statistical Table 7 at https://unfccc.int/documents/208400.

4. The replenishments of core financing for multilateral institutions are not included in Canada's accountability for its $2.65 billion

commitment, nor in C4D’s analysis of climate finance, with the exception of the Global Environment Fund and IFAD. However, the climate
relevant share of these replenishments are reported by Canada to the UNFCCC in its biannual reports, based on the OECD DAC's calculation
of the climate relevant share for each of these financial institutions.
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Bilateral projects derived from GAC’s HPDS, the Project Browser and Canada’s biennial reports to the UNFCCC

B. Bilateral Project Commitments, Principal Purpose Climate Adaptation / Mitigation (Rio Marker), 2016/17 — 2018/19

Country/ Project Title Commitment | Commitment Period | Adaptation / | Adaptation | Mitigation
Region (millions) Mitigation
. Support for COP22 | Adaptation /
Multilateral Support for the COP Processes S2.6 and COP23 Mitigation S1.3 S1.3
Bilateral . .
Regional Mathematical Sciences for 2016/17 to 2021/22
Africag AIMS- Climate Change Resilience in $19.6 $19.6 plus $3.0 from | Adaptation $19.6
Africa GAC / IDRC IDRC
Rwanda
The Pacific Catastrophe Risk
Bilateral Assessment and Finance )
Pacific Initiative GAC Asia / IBRD Trust S1.5 2017/18 to 2018/19 | Adaptation S1.5
Funds
Bilateral ecj::)::::a?:)ewi;e;gguacrlfdu Adaptation /
Africa B ) $17.1 2016/17 to 2019/20 p . $8.55 $8.55
. Mouhoun region GAC/ Mitigation
Burkina Faso .
CoWater International

Bilateral Expansion of Agricultural

Africa Insurance Index in Casamance S1.7 Adaptation S1.7

Senegal Region / GAC / private sector
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Country/ Project Title Commitment | Commitment Period | Adaptation / | Adaptation | Mitigation
Region (millions) Mitigation
. Sustainable Economic
Bilateral Development through
6 Middle East P ) & $20.0 2016/17 to 2020/21 Mitigation $20.0
Jordan renewable energy in Jordan /
GAC / Cowater International
. Transforming the Haiti Market
Bilateral for Stoves and Clean Energy /
7 Amer_u_:as GAC / United Nations $20.0 Mitigation $20.0
Haiti .
Foundation
Participatory Water
Bilateral Management and Climate Amount provided .
8 . . Adaptation /
Americas Resilience for Andean Men and $16.2 from ECCC (October Mitieation $8.10 $8.10
Peru Women (USAID & Forest 2018) g
Trends)
Cashew Mango and Gardening
9 Haiti Value Chains for the Benefit of S5.0 Listed March 2019 Adaptation S5.0
Women and Youth / SUCO
Creole Garden Revalorizati
10 Haiti reole Garden Revalorization / $5.0 Listed March 2019 | Adaptation $5.0
Veterinarians without Borders
Community Bosed Disactor Risk Amount provided
11 Caribbean y . S5.0 from ECCC (October | Adaptation S5.0
Management and Climate 2018)
Change Adaptation Tools
Climate Adaptation and
12 Haiti Economic Development of $13.0 Listed March 2019 | Adaptation $13.0

Agricultural Sectors in Haiti /
CECI
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Country/ Project Title Commitment | Commitment Period | Adaptation/ | Adaptation | Mitigation
(millions) Mitigation
Environmental Rehabilitation
15 Bangladesh and Improving Livelihoods / $20.0 Listed February 2019 Mitigation $20.0
UNDP
Climate Change in Africa: Impacts
. . and Responses for Women and .
20 | Africa Region Girls (Partnerships for Economic S0/8 March 2019 Adaptation S0.8
Policy Inc)
Creole Garden Revalorization
21 Haiti (Agronomes et Veterinaires sans S5.0 March 2019 Adaptation S5.0
Frontiers)
Adaptation and Valorization of
March 31/19t
16 Senegal Entrepreneurship in Irrigated $18.3 arc / © Adaptation $18.3
. . March 31/24
Agriculture / private sector
Productive and Inclusive Coffee
17 Haiti Value Chain Adapted to Climate $13.0 Ssptfmbsr 22;34_ Adaptation $13.0
Change in Haiti (Oxfam Quebec) eptember
Support to the Climate Resilience
October 2019 —
18 Dominica Execution Agency of Dominica $3.0 (l:\/lo e}: 5023 Adaptation $3.0
(CREAD) (Government) arc
Women, Agriculture and Resilience March 2019 to .
19 Senegal in Senegal (CEC) S$18.4 December 2023 Adaptation S18.4
Adaptation Mitigation
Total Bilateral Projects: $205.2 $127.3 $78.0
Committed in 2019/20: $ 58.5
Share of Total Bilateral 62.0% 38.0%
Grand Total All Projects: Total: $2,234.7 $634.2 $1600.7
Share of Total 28.4% 71.6%

74




Annex Four
Canada Funds at Multilateral Development Banks:
Projects Approved to Date

1. Asia Development Bank
Canada Climate Fund for the Private Sector Il

Established in March 2017, the Canadian Climate Fund for the Private Sector in Asia Il is a Cdn$200 million
fund (USS160 million) designed to support greater private sector participation in climate change
mitigation and adaptation in low and lower middle-income countries and upper middle-income small
island developing states in Asia and the Pacific. It provides concessional loans to enable private sector
investment in climate mitigation or adaptation.

https://www.adb.org/site/funds/funds/canadian-climate-fund-for-the-private-sector-in-asia-2

Projects (July 2020):

Allocated: US$79.85 million (50% allocated)

Adaptation — 0% LICs/LDCs — 49%
Mitigation — 100% LMICs —41%
UMICs -

1. Afghanistan — Kandahar Solar Power Project: The proposed project will include development,
construction, commissioning and operation of a 15.1 MW solar power plant in Kandahar,
Afghanistan. Fund Commitment: US $3.85 million

2. Indonesia — Eastern Indonesia Renewable Energy Project (Phase 1): Phase 1 of the project will
construct, operate and maintain a 72 MW wind power plant in Jeneponto (South Sulawesi). Fund
Commitment: US$15 million (US$30 million for Phase | and Il)

3. Indonesia - Eastern Indonesia Renewable Energy Project (Phase Il): Phase 2 of the project will
construct, operate and maintain a 21 MW solar power plant in Likupang (North Sulawesi) and
three 7 MW solar power plants, in Pringgabaya, Selong, and Sengkol (Lombok, West Nusa
Tenggara). Fund Commitment: USS15 million (US$30 million for Phase | and 1)

4. Nepal - Upper Trishuli-1 Hydropower Project: The project comprises the design, construction,
commissioning, operation and maintenance of a 216 MW run-of-river hydro power plant, 1.2
kilometers of transmission lines, and associated infrastructure on the Trishuli River. The electricity
generated will be sold for domestic consumption to the Nepal Electricity Authority. Fund
Commitment: USS30 million

5. Viet Nam - Floating Solar Project: The project entails the Asian Development Bank (ADB)
providing financing to DHD to install 47.5 megawatt peak (MWp) of floating solar photovoltaic
(PV) power generation panels, on the man-made reservoir of its existing 175 megawatt (MW) Da
Mi hydro power plant. Fund Commitment: US$11 million
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6. Bangladesh — Spectra Solar Power Project: The project consists of a 35-megawatt (net) grid
connected solar power plant in Paturia, Shibaloy, Manikgonj, located approximately 85 kilometers
west of Dhaka. Bangladesh aims to increase the share of renewable energy in the total generation
capacity to 10% by 2021. However, the renewable energy initiatives have faced challenges in their
implementation. This project is expected to establish bankable precedents intended to catalyze
further private sector participation in Bangladesh's renewable energy sector. Fund Commitment:
S5 million

2. World Bank, International Finance Corporation (IFC)
Canada- IFC Blended Climate Finance Program

Established June 2018, the Canada-IFC Blended Climate Finance Program involves a contribution of
Cdn$250 million (USS200 million) from the government of Canada. IFC will use these funds to mitigate
risks deterring private investment in key areas such as resilient infrastructure, climate-smart agriculture,
and renewable energy. This financing, when blended with IFC’'s own investments, will mobilize private
capital to help overcome the challenge of climate change.

https://www.ifc.org/wps/wcm/connect/10f07019-0f89-415c-a821-
b5b4086cf797/BlendedFinance Canada VREDACTED 4.pdf?MOD=AJPERES&CVID=n22QZbn

Project information through the 2019 Implementation Progress Report up to June 2019, but no current
project data is available from GAC or the IFC.

The 2019 Implementation Progress Report states the following:

“The length of time for a project to move through this process may vary significantly, ... In general, the
project cycle time is rarely less than six months (even for Fl projects), but some projects may take in excess
of two to five years, depending on the complexity of the deal and requirements of the parties involved. In

challenging political environments, projects receiving concessional financing may require additional time
to appraise and structure.” (page 11)

Projects (October 2019)

Total Allocated: USS42.9 million (14% allocated)

Adaptation — 7% LICs/LDCs —
Mitigation —93% LMICs —14%
UMICs — 86%

1. Sri Lanka — Alliance Finance Corp Loan: The funding will support the expansion of Alliance’s
MSME portfolio related to the agriculture sector, with an emphasis on financing climate-smart
agriculture solutions and women-owned enterprises. Fund Commitment: US$2 million

2. Srilanka — Central Finance Corp Loan: The funding will support the expansion of CF’'s MSME

portfolio in the agriculture sector, with an emphasis on financing climate-smart agriculture
solutions and women-owned enterprises. Fund Commitment: USS4 million
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3. Serbia - An infrastructure project, Belgrade Waste-to-Energy, that began preparations in
2014, first with the help of advisory funds from the CCCP (the predecessor of the BCFP),
reached commitment in October 2019. (2019 Implementation Progress Report, page 13) The
investment includes the construction of an energy-from-waste facility, a facility for
construction and demolition waste (CDW), the remediation, closing and aftercare of the
existing Vinca landfill and the construction of a new EU-compliant landfill. — Fund
Commitment: USS21.9 million

4. Mexico—Support to BBVA Leasing Mexico, a leading provider of vehicle and machinery leases,
to help the company expand its product offerings to small and medium enterprises (SMEs)
and is designed to support the economic recovery from the Covid-19 health crisis. Up to $40
million will be dedicated to leasing “climate-smart” equipment. Fund Commitment: USS15
million

3. World Bank, International Finance Corporation (IFC)
Canada IFC Renewable Energy Program for Africa

Launched in January 2018, the Program involves a contribution of 150 million Canadian dollars (US$120)
from the Canadian government. IFC will use these funds to catalyze private sector investment in
renewable energy by providing concessional financing blended alongside IFC’'s own account resources to
mitigate a variety of risks that can deter private investment in renewable energy. This is expected to
improve access to affordable and sustainable energy services, reduce the dependency on fossil fuels, and
bring African countries a step closer to accomplishing their sustainable development goals.

https://www.ifc.org/wps/wcm/connect/45968e92-3719-48b6-91ab-
0815f20cfaf6/Canada Africa REDACTEDv 4.pdf?MOD=AJPERES&CVID=n22Rsdu

Projects (June 2019)
Total Allocated: Nil
No projects to date.

The 2019 Implementation Progress Report, provides a very negative prognosis for allocation of these funds
for renewable energy projects in Africa in blending relationships with the private sector:

“While many governments indicated their ambitious plans to stimulate the development or RE
[Renewable Energy] components in their energy systems, not many have undertaken the
necessary steps for creating the minimal required conditions for the private sector projects to
take off. And those that have, see remarkably long gestation times and significant head winds to
projects crossing the finish line.”

“Countries in SSA typically represent complex and challenging settings, with numerous barriers to
private sector investment including perceptions of risk, regulatory barriers, economic instability,
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macro risks, weak financial systems, and many others. Often there is limited government capacity
to support projects on a technical or finance level.”

“This observed lead-time for renewables is consistent with upstream requirements necessary for
financing real sector, greenfield projects, such as negotiation of power purchase agreements, land
right acquisition, environmental and social due diligence and complex investor agreements,
among others. ... Even projects considered to be “fast movers” take around three years, and that
number could go up depending on the level of complexity and country conditions.”

“In sum, while developing a portfolio, an ongoing assessment of the possible trade-offs between
development impact and the required return on investments is required. There is a limited
amount of concessionality that can be delivered to the project through available financial
instruments and under the returnable capital framework.”

“[T]he type of concessionality delivered by the Africa Program funds — namely, risk-averse,
limited subsidy level, returnable capital — might be incompatible or take additional time to find
the right projects.” (pages 14-15)

4. Inter-American Development Bank (IADB)
Canadian Climate Fund for the Private Sector in the Americas (C2F)

Launched in April 2019, the Canadian Climate Fund for the Private sector in the Americas aims to finance
private sector climate mitigation and adaptation projects in Latin America and the Caribbean that need
concessional financing to become viable projects. The Fund, initiated by a $223 million (USS180 million)
contribution from the government of Canada seeks to mobilize private investment and stimulate
economic growth, and will provide financing to projects focused on renewal energy, energy efficiency,
and reducing greenhouse emissions and climate change vulnerabilities.

IADB web site for the second phase of this Canadian program is forthcoming. Project information
provided by GAC in June 2020.

Projects (June 2020)

Total Allocated: USS28 million (16% allocated)

Adaptation —45% LICs/LDCs —
Mitigation —55% LMICs —45%
UMICs — 55%
1. Brazil — Part of IADB’s loan for the equivalent of $110 million to Banco Cooperativo Sicredi S.A.

(Sicredi). The funds will promote access to financing for small-scale photovoltaic solar energy
systems, supporting the growth of Sicredi's solar portfolio and contributing to the expansion of
distributed generation of photovoltaic solar energy in the Brazilian market. Fund Commitment:
USS10 million.
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2. Nicaragua — Part of IADB’s $37.5 million to Nicaragua Sugar Estates Limited, a leading company in
the Nicaraguan sugar sector. The deal will help finance agricultural and industrial investments to
increase productivity sustainably and adapt its business to the effects of climate change. Fund
Commitment: USS12.5 million.

3. Ecuador — Part of $235.5 million IADB financing for Corporacion Favorita C.A., the largest self-
service chain in Ecuador and one of the largest companies in the country to be used to increase
local access to quality products both in Ecuador and Panama, where the company will consolidate
its expansion. The financing will be used to support Corporacién Favorita in its growth plans to
implement new technologies and innovations, optimize production processes, open new
locations, generate clean and renewable electricity, and ensure proper management of natural
resources and waste. Fund Commitment: USS5.5 million

5. World Bank
Energy Transition and Coal Phase Out

Announced in December 2018, Canada is investing up to $275 million (US$220 million) through the World
Bank to further advance global efforts to phase out coal and to help developing countries, particularly in
Asia, increase renewable energy alternatives.

Projects (June 2020)

Total Allocated: No information

No accessible project information by GAC or the World Banks
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Annex Five
The Green Climate Fund: An Update

This update builds upon the analysis of the replenishment and project allocations of the Green Climate

Funds, which can be found in Annex Eight of The Reality of Canada’s International Climate Finance,2019.113

1. First Replenishment Results

The Board of Directors launched the first replenishment process at its meeting in October 2018 but did
not provide a target for this replenishment. Pledges are entirely voluntary and determined by national
providers.

CSOs were seeking an ambitious target given the centrality of the GCF as the pre-eminent financing
instrument of the UNFCCC and the Paris Climate Agreement. This initial financing for the GCF was US$10.3
billion, including USS3 billion from the United States, of which only USS$1 billion was paid out. On a grant-
equivalent basis for loans, the initial financing amounted to US$7.9 billion, taking account the missing
USS2 billion from the United States.

The Secretariat suggested a target range of US$10 billion to USS$15 billion for the first replenishment.
Taking account of the programming capacity of the Fund to address increasing need, CSOs estimated that
a replenishment of $15.3 billion would be required for the years 2020 to 2024. Given the fact that the $3
billion commitment to the initial financing of the Fund represented 30% of these resources, and the United
States and Australia would not be contributing to this round, the US$15.3 billion required all major
providers at a minimum to double their initial resource commitment.

As of May 2020, 29 countries and one region (Wallonia of Belgium) have made a pledge to the first
replenishment, including two developing countries (Indonesia and the Republic of Korea). The total
pledged to date is US$9.7 billion, well short of the SUS$15.3 billion CSO target. Of this total, US432 million
was provided as loans from two donors (Canada — US$83 million and France — US$349 million). See Table
One for donor details.

Sixteen countries that made initial contributions have not yet made a pledge for the first replenishment
(May 2020). These 16 include the United States and Australia, which declined to pledge. Deducting their

initial pledges, only $57 million is potential from the remaining 14 countries.

Some observations:

o Replenishment performance The replenishment to date represents an 18% increase over actual
contributions from the initial resource mobilization.
(Continued after Table One)

113 See Annex Eight at http://aidwatchcanada.ca/wp-content/uploads/2019/10/Annex-8-Green-Climate-Fund.pdf.
See this document for references for replenishment targets and the performance of the GCF up to July 2019.
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Table One: Provider Replenishment for the Green Climate Fund (May 2020)%4

Share Increase
of Initial over
Donor Grant Loan Total Total | Contribution Initial

United Kingdom S 1,851.9 S 1,851.9 19.0% | S 1,211.0 53%
France S 1,3943 | S 349.1 S 1,743.4 179% | S 1,036.0 68%
Germany S 1,689.6 S 1,689.6 17.4% | S 1,003.0 68%
Japan S 1,500.0 S 1,500.0 154% | S 1,500.0 0%
Sweden S 852.5 S 852.5 8.8% | S 581.0 47%
Norway S 417.5 S 417.5 43% | S 272.2 53%
Italy S 337.9 S 337.9 35% | S 267.5 26%
Canada S 194.3 S 82.7 S 277.0 28% | S 277.0 0%
Republic of Korea S 200.0 S 200.0 21% | S 100.0 100%
Spain S 168.9 S 168.9 1.7% | S 160.5 5%
Switzerland S 150.0 S 150.0 1.5% | $ 100.0 50%
Netherlands S 135.1 S 135.1 1.4% | S 133.8 1%
Denmark S 120.7 S 120.7 1.2% | S 71.8 68%
Finland S 112.6 S 112.6 1.2% | $ 107.0 5%
Belgium S 455 S 45.5 05% | S 66.9 -32%
Luxembourg S 45.0 S 45.0 05% | S 46.8 -4%
Austria S 33.8 S 33.8 03% | S 34.8 -3%
Ireland S 18.0 S 18.0 02% | S 10.7 68%
New Zealand S 10.0 S 10.0 01% | S 2.6 285%
Russian Federation | $ 10.0 S 10.0 01% | S 3.0 233%
Monaco S 4.2 S 4.2 0.0% | S 2.3 83%
Poland S 3.0 S 3.0 0.0% | S 0.1 2900%
Slovakia S 2.3 S 2.3 0.0% | S 2.0 15%
Iceland S 2.0 S 2.0 0.0% | S 1.0 100%
Portugal S 1.1 S 1.1 0.0% | S 2.7 -59%
Slovenia S 1.1 S 1.1 0.0%

Hungary S 0.7 S 0.7 0.0% | S 4.3 -84%
Indonesia S 0.5 S 0.5 0.0% | S 0.3 67%
Liechtenstein S 0.1 S 0.1 0.0% | S 0.1 0%
16 Other Donors S 1,244.1

Total S 9,302.6 | $ 431.8 S 9,734.4 S 8,242.5 18%

114 The sources for this table are “Status of Pledges and Contributions (First Replenishment: GCF-1)” and “Status of
Pledges and Contributions (Initial Resource Mobilization”, both documents dated May 12, 2020, accessible at

https://www.greenclimate.fund/about/resource-mobilisation/gcf-1 and

https://www.greenclimate.fund/about/resource-mobilisation/irm.
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Top Donors  The top five donors (the United Kingdom, France, Germany, Japan, and Sweden)
contributed 78% of the replenishment resources. These five donors increased their contributions
by an average of 43%. Only Japan did not increase its pledge. Excluding Japan, these top donors
increased their pledges by an average of 60%.

Donors that increased their pledges Twenty (20) of the 29 donors increased their pledges over
their initial contributions to the GCF in 2015. Fourteen (14) of the 20 increased their pledges by
more than 50%. Only three donors (Japan, Canada and Liechtenstein) maintained the same level
of pledge. Five donors reduced their pledges (Austria, Luxembourg, Belgium, Portugal and
Hungary). There was one new donor, Slovenia.

Donors fair share  Eleven (11) DAC donors made a pledge that was equal to or in excess of its
fair share (measured by its share in the average DAC GNI for 2018 and 2019). These donors were
the United Kingdom, France, Germany, Sweden, Japan, Norway, Finland, Denmark, Luxembourg,
Switzerland and Iceland). These donors’ pledges also exceeded their fair share of the CSO target
of USS$15.3 billion.

Canada’s performance In terms of total pledges for the replenishment, Canada ranked 8"
among the donors, a similar ranking as it had in the initial resource mobilization. Canada’s pledge
was 2.8% of the total pledges and 1.8% of the USS$15.3 billion target, compared to its GNI fair
share of 3.4%. Among the 25 DAC donors making a pledge, Canada ranked close to the bottom at
19" in terms of meeting its fair share. Canada’s fair share of the US$15.3 billion would have been
USS$520 million, about double its actual pledge of USS277 million.

A Review of the Green Climate Fund Performance

According to a detailed review of 128 projects approved by the Board (as of March 2020), USS6.1

billion has been committed since the launch of the Fund. This is an increase from 113 projects
and USS5.5 billion (July 2019). According to the GCF Dashboard USS4.4 billion in project
commitments are currently being implemented with US$1.2 billion disbursed.

Observations, comparing trends for projects approved in the period 2018 to 20120 with the
earlier period, 2015 to 2017 (See Table 2, Table 3 and Table 4)

Growing level of commitments A total of US$3,574 million in project commitments have been
made in the 2018 to 2020 period, compared to $2,491 commitments in the earlier period.

Adaptation support diminishing Commitments to adaptation in the latest period have declined.
They were 42% of all commitments in the period 2015 to 2017 but declined to 38% in the period
2018 to 2020.**

115 Commitments that are designated cross purpose are allocated 50/50 to adaptation and mitigation.
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e Support to LDCs and SIDS also diminishing  The share of LDCs and SIDS as recipients for GCF
projects has declined from 29% in the first period to 22% in the latest period. LDCs received only
25% of all adaptation commitments in the latest period, compared to 46% in the first period. A
very substantial level of commitments (31%) for adaptation went to global and regional programs

compared to 0% in the earlier period.

e Adaptation support to LDCs and SIDS close to target
2015, the GCF is close to realizing its goal of a floor of 50% of adaptation to Least Developed and
Small Island Development States. However, the diminished share of adaptation for LDCs in the
current period (2018 to 2020) suggests that the GCF may be moving away from this target, rather

At 48% of adaptation commitments since

than achieving it in the future.

e Sub-Saharan Africa and the Pacific a diminishing priority At 19% and 2% of total commitments
respectively for Sub Saharan Africa and the Pacific regions, their regional shares are declining from
the earlier period, where their shares were 21% and 12% respectively. This observation is even
more pronounced when the regional allocation trends for adaptation are highlighted.

e Relative support for adaptation declining for LDCs
developed and low income countries, adaptation represents a declining share in the current
period, 2018 to 2020. In this period only 52% of these commitments for LCDs went to adaptation,
while 82% went to this purpose for these counties in the earlier period.

For all commitments received by least

Table 2: Green Climate Fund Performance against Policy Goals

2018 to 2020 Performance
59% of total project

2015 to 2017 Performance
41% of total project

Policy Commitment

commitments commitments

Adaptation: Aim for a 50/50 Adaptation: 38%; Adaptation: 42%;

balance with mitigation!'® Mitigation: 62% Mitigation: 58%

Allocation to LDCs, LMICs, LDCs: 18% LDCs: 24%

UMICs, Global/Regional: Share | LMICs: 30% LMICs: 25%

of total for period UMICs: 26% UMICs: 22%
Regional/Global: 25% Regional/Global: 29%
HICs: 1% LDCs & SIDS: 29%

LDCs & SIDS: 22%

Adaptation Allocation to LDCs, | Global: 31% (No Global) Global: -- (No Global)

LMICs, UMICs, and LDCs: 25% 36% LDCs: 46% 46%

Global/Regional: Share of total | LMICs: 26% 38% LMICs: 36% 36%

adaptation for period UMICs: 17% 24% UMICs: 19% 19%
HICs: 1% 2% HICs: -- -

116 All cross-purpose project commitments are allocated equally to adaptation and mitigation.
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Policy Commitment

2018 to 2020 Performance
59% of total project
commitments

2015 to 2017 Performance
41% of total project
commitments

Mitigation Allocation to LDCs,
LMICs, UMICS, and
Global/Regional: Share of total
mitigation for period

Global: 21% (No Global)
LDCs: 14% 18%
LMICs: 32% 40%
UMICs: 32% 41%
HICs: 1% 1%

Global: 51% (No Global)
LDCs: 8% 16%
LMICs: 18% 37%
UMICs: 24% 49%
HICs: --

Adaptation allocation to LDCs
and SIDS: Aim for floor of 50%
of adaptation to these countries

Share of Total Adaptation: 48%

Share of Adaptation + Half Cross
Purposes: 29%

Share of Total Adaptation: 48%

Share of Adaptation + Half Cross
Purposes: 53%

Geographic allocation: Share of | Global: 25% (No Global) Global: 30% (No Global)
total for period; Priority to Sub- | SSA: 19% 26% SSA: 21% 30%
Saharan Africa Asia: 29% 39% Asia: 17% 25%
Americas: 24% 32% Americas: 9% 13%
Pacific: 2% 3% Pacific:  12% 16%
Middle East: 1% 1% Middle East: 12% 16%
Adaptation geographic Global:  30% (No Global) Global: 0% (No Global)
allocation: Share of total SSA: 18% 26% SSA: 35% 35%
adaptation for period Asia: 33% 48% Asia: 21% 21%
Americas: 14% 20% Americas: 11% 11%
Pacific: 3% 5% Pacific: 21% 21%
Middle East: 1% 2% Middle East: 13% 13%
Mitigation geographic Global: 21% (No Global) Global: 52% (No Global)
allocation: Share of total SSA: 20% 26% SSA: 10% 21%
adaptation for period Asia: 26% 48% Asia: 14% 29%
Americas: 30% 20% Americas: 8% 17%
Pacific: 2% 5% Pacific: 5% 10%
Middle East: 1% 2% Middle East: 11% 22%
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Table 3: Green Climate Fund Adaptation / Mitigation Share of Income Group Total'!’

Income Group Adaptation Mitigation
Least Developed & Low-Income | 2018 - 2020 2015-2017 2018 - 2020 2015-2017
Countries 52% 82% 48% 18%
Lower Middle-Income Countries | 2018 - 2020 2015 —-2017 2018 - 2020 2015 —-2017
34% 59% 66% 41%
Upper Middle-Income Countries | 2018 - 2020 2015 -2017 2018 - 2020 2015 -2017
24% 37% 41% 63%
Global / Regional Programs 2018 - 2020 2015 -2017 2018 - 2020 2015 -2017
47% 0% 53% 100%
Table 4: Cross-Cutting Purposes, Share of Income Group Total
Income Group 2018 - 2020 2015 - 2017
Least Developed & Low-Income 37% 37%
Countries
Lower Middle-Income Countries 34% 11%
Upper Middle-Income Countries 21% 10%
Global / Regional Programs 78% 0%
All Projects 39% 13%

3. Private Sector Partnerships

Of the 128 approved projects (up to March 2020), 26 projects are identified as partnerships with the

private sector.

Observations:

e Total commitments for these 26 projects were US$1,930 million, or close to a third (32%) of all

project commitments.

e  While higher in value in the 2018 to 2020 period (51,040 million) than the 2015 to 2017 period
(5890 million), they represented only 29% of commitments in the most recent period, compared
to 36% in the 2015 to 2017 period.

117 All cross-purpose project commitments are allocated equally to adaptation and mitigation.
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e Adaptation was a very low priority for partnerships with the private sector, with only 3% of the
commitments devoted to this purpose alone, increasing to 16% if cross purpose project
commitments are distributed equally between the two purposes. (See Table 5)

e There were only two of the 26 projects entirely devoted to adaptation, and both of these projects
related to support for small and medium enterprises and/or agribusiness in support of small-scale
farmers.

e Loans and equity investment were the main modalities in these projects. Loans and equity

investment amounted to 88% of total commitments for the 26 projects.

e Private sector project partnerships are heavily concentrated in Lower Middle- and Upper Middle-
Income Countries (77%), if Global and Regional projects are excluded. (See Table 6)

e Private sector partnership commitments are highly concentrated in electrification and renewable
energy (71% of commitments, excluding unknown sectors). Agriculture made up only 8%,
excluding unknown sectors. (See Table 7).

Table 5: Share of Adaptation and Mitigation in Private Sector Partnership Projects

Period Adaptation Mitigation Cross Purposes
All Projects 3% 71% 26%
16% 84% Distributed Equally
2018 to 2020 5% 56% 39%
25% 75% Distributed Equally
2015 to 2017 0% 89% 11%
6% 94% Distributed Equally

Table 6: Allocation of Private Sector Partnership Commitments by Income Group

Income Group All Groups Excluding Global / Regional
LDCs 12% 24%
LMICs 22% 45%
UMICs 16% 32%
Global / Regional 49%

Table 7: Sector Allocation of Private Sector Partnership Commitments

Sector

Total Commitments
USS Millions (Excl Unknown)

Agriculture and Forestry

$106.5 (8%)

Electrification

$240.2 (17%)

Energy Efficiency

$302.7 (21%)

Renewable Energy

$764.9 (54%)

Unknown

$512.1
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4. Governance
Canada (Sue Szabo) and Pakistan are the elected Co-Chairs of the Green Climate Fund.
5. Gender Equality
With the leadership of Canada, GCF Board in November 2019 adopted a comprehensive Policy on Gender

Equality and a Gender Action Plan!'® as a plan of action for the period 2020 to 2023. As an overall
objective,

“This Gender Policy reinforces the responsiveness of GCF to the, culturally diverse context of
gender equality to better address and account for the links between gender equality and climate
change. The Gender Policy commits GCF to:

(a) Enhance gender equality within its governing structure and day-to-day operations; and

(b) Promote the goals of gender equality and women’s empowerment through its decisions on
the allocation of funds, operations and overall impact as outlined in the Gender Action Plan.”

The document sets out the scope of the policy including the institutional level, the individual projects at
the portfolio level, an enabling environment at the national level among stakeholders, and the sectoral
level. It is guided by four principles for action. It then lays out the responsibilities of the GCF, the
Accredited Entities and Commitments, and project level requirements.

In a review of all projects approved since January 2019, all have an elaborated “Gender Analysis” and a
“Gender Action Plan”, which are published alongside other documentation related to the project.

In 2016, UN Women has published a handbook on Leveraging Co-Benefits Between Gender Equality and
Climate Action.

118 See https://www.greenclimate.fund/sites/default/files/document/gcf-gender-policy.pdf
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Annex Six
FinDev Canada Climate-Related Projects

As of July 2020, total commitment for climate-related investments in 6 climate-related projects

is Cdn$114.5 million (Cdn US dollar exchange at $1.28).

Country /
Region

Partner

Description

Commitment

Global

Climate Investor One

An investment facility with the Dutch
Development Bank which will focus on
renewable energy projects in emerging
markets across Africa, Asia and Latin
America (solar, wind, geo-thermal, energy
from waste), with at least 70% of
investments in low-income or lower-middle
income countries.

Cdn$24.4M

Kenya

M-KOPA

A supplier of "pay-as-you-go" (“PAYG") off-
grid solar home systems and consumer
products for low-income households that
have historically relied on kerosene and
other traditional fuels.

Cdn$12.8M

Argentina

Brisa de la Costa S.A

Construction, operation and maintenance
of a 185MW wind turbine power plant in
Argentina.

Cdn$24.4M

Americas
Region

CIFI (Corporacién

Interamericana para
el Financiamiento de
Infraestructura, S.A.)

Investment in renewable energy projects
across Latin America and the Caribbean,
specifically building new solar, wind &
biomass energy facilities.

Cdn$19.2M

Sub-Saharan
Africa

Africa Forestry Fund
I (AIF 11)

A growth equity fund focused on acquiring
and developing environmentally-friendly
forestry value chain assets across Sub-
Saharan Africa. FinDev Canada’s
investment will contribute to significant
CO2 sequestration, both through the
natural carbon capture from trees and the
replacement of fossil fuels with biomass
and steam energy.

CdnS$9.6M

Global

JCM Power

Support renewable energy projects in Sub
Saharan Africa, Latin America, and the
Caribbean. JCM Power plans to develop 10-
12 utility-scale renewable projects focusing
on solar and wind energy and 1-2 HVDC
transmission projects over the next 5 years.

Cdn$24.4M
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Annex Seven
Trends in Canada’s Climate Finance Disbursements, 2016/17 to 2018/19

Table One: Annual Climate Finance Disbursements

Millions of Canadian dollars

Total

Adaptation | Adaptation Mitigation Mitigation Principal
Significant Principal Significant Principal Purpose Total
2018 | S 67.8 S 113.8 S 32.3 S 351.1 S 464.9 S 565.0
2017 | S 65.9 S 44.7 S 30.8 S 331.5 S 376.2 S 4729
2016 | S 59.9 S 45.9 S 29.4 S 172.5 S 2184 S 307.7
2015 S 76.1 S 77.4 S 25.7 S 163.4 S 240.8 S 3426
Total | § 269.7 S 281.8 S 118.2 $ 1,0185 $ 1,300.3 $1,688.2

Table Notes and Adjustments

1. The disbursements recorded in the table for 2015 relate to Canada’s disbursement to the Green
Climate Fund, which was made at the end of that fiscal year.

2. Includes all Federal Departments, including IDRC, except for 2015/16.

3. Adaptation/Mitigation adjusted for actual loan disbursements for Canada's private sector loan funds
at the MDBs.

4. Adaptation/mitigation adjusted for actual disbursements from the GCF up to March 2020.
Includes no disbursements for MDB replenishments, but including IFAD and GEF.

6. Disbursements for significant purpose climate finance adjusted to 30%
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Figure 1: Disbursements for Canada’s Principal Purpose Climate Finance
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Annex Eight

Sector Allocations for Canadian Climate Finance, 2016/17 to 2018/19

Adaptation Principle
Millions of Cdn Dollars

Sector Amount Share

Environment Policy & Admin S 163.7 43.3%
Other Energy S 40.0 10.6%
Hydro Electric Power S 36.9 9.8%
Other Environment S 36.8 9.7%
Renewable Energy S 29.1 7.7%
Agriculture and Forestry S 25.9 6.8%
Multi Sector S 19.5 5.2%
Reconstruction and Rehabilitation S 13.3 3.5%
Other Sectors S 13.0 3.4%
Total $ 378.2

Adaptation Significant

Sector Amount Share

Agriculture and Forestry S 70.8 38.1%
Emergency and Reconstruction S 34.8 18.7%
Other Sectors S 26.0 14.0%
Business, Finance and SMEs S 14.6 7.8%
Government and Civil Society S 13.3 7.2%
Basic Nutrition S 11.7 6.3%
Other Environment S 7.2 3.9%
Education S 6.8 3.7%
Women's Rights Organizations S 0.8 0.4%
Total $ 186.0
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Mitigation Principal

Millions of Canadian dollars

Sector Amount Share
Renewable Energy S 368.8 44.5%
Environment Policy S 1775 21.4%
Other Environment S 90.0 10.9%
Other Energy S 69.5 8.4%
Hydro Power S 39.8 4.8%
Other Sectors S 39.6 4.8%
Agriculture and Forestry S 22.6 2.7%
Multi Sector S 21.1 2.5%
Total $ 828.9
Mitigation Significant

Sector Amount Share
Agriculture and Forestry S 36.4 39.5%
Other Sectors S 22.3 24.2%
Health and Nutrition S 22.4 24.3%
Other Environment S 7.0 7.6%
Education S 5.0 5.4%
Total S 92.1
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All Climate Finance
(Principal Purpose and Significant Purpose)

Millions of Cdn dollars

Sector Amount Share
Renewable Energy S 3979 26.8%
Environment Policy S  341.2 23.0%
Agriculture and Forestry S 155.7 10.5%
Other Environment S 1410 9.5%
Other Energy S 109.5 7.4%
Other Sectors S 100.9 6.8%
Hydro Electric Power S 76.7 5.2%
Emergency and Reconstruction S 48.1 3.2%
Multi Sector S 40.6 2.7%
Health and Nutrition S 33.1 2.2%
Business, Finance and SMEs S 14.6 1.0%
Government and Civil Society S 13.3 0.9%
Education S 11.8 0.8%
Women's Rights Organizations S 0.8 0.1%
Total S 1,485.2
Agriculture
Millions of Cdn dollars Amount Share
Adaptation Principal S 25.9 16.6%
Adaptation Significant S 70.8 45.5%
Mitigation Principal S 22.6 14.5%
Mitigation Significant S 36.4 23.4%
Total Agriculture $ 155.7

Amount Share

Agriculture Principal S 48.5 4.0%
Agriculture Significant S 107.2 38.5%
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Types of Implementing Organizations

Annex Nine
Channels of Delivery for Canadian Climate Finance, 2016 to 2018

Adaptation Adaptation Mitigation Mitigation Principal Significant
Millions of Canadian Dollars Principal Significant Principal Significant Total Share Share
Civil Society S 3.9 S 90.4 S - S 22.1 0.3% 41.1%
Government S 3.6 S 13.9 S - S 22.5 0.3% 13.3%
Other Multilateral S 1411 S 72.8 S 253.0 S 441 29.3% 42.7%
Green Climate Fund S 120.0 S 180.0 22.3% 0.0%
Multilateral Development Banks S 19.1 S 589.9 45.3% 0.0%
IDRC S 18.7 S 1.0 S 0.4 S 0.5 1.4% 0.5%
Private S 1.4 S 3.9 S 12.2 S 2.4 1.0% 2.3%
Total $ 307.8 $ 182.0 $1,035.5 S 91.6
All Climate Total Climate

Adaptation Share Mitigation Share Finance Share
Civil Society S 94.3 19.3% S 22.1 2.0% S 116.4 7.2%
Government S 17.5 3.6% S 22.5 2.0% S 40.0 2.5%
Other Multilateral S 2139 43.7% S 2971 26.4% S 511.0 31.6%
Green Climate Fund S 120.0 24.5% S 180.0 16.0% S 300.0 18.6%
Multilateral Development Banks S 19.1 3.9% S 5899 52.3% S  609.0 37.7%
IDRC S 19.7 4.0% S 0.9 0.1% S 20.6 1.3%
Private S 5.3 1.1% S 14.6 1.3% S 19.9 1.2%

Total $ 489.8 $ 1,127.1 $1,616.9
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Gender Equality and Women’s Empowerment in Canadian Climate Finance Disbursements, 2016/17 to 2018/19

Marker 0 — No gender equality objectives

Marker 1 — Significant Purpose — Gender equality objective one among other project objectives and purpose
Marker 2 — Gender equality is the principal purpose of the project.

Annex Ten

Table One: Gender Equality Marker in Principal Purpose and Significant Purpose Climate Finance
Millions of Canadian dollars

Adaptation Mitigation All All
Adaptation | Principal | Mitigation Principal Principal | Adaptation | Mitigation | Significant
Principal Share Principal Share Share Significant | Significant Share
Marker0 | S 36.5 12.8% S 31.0 4.1% 6.5% S 29.0 S 9.9 14.3%
Marker1 | S 245.9 86.5% S 728.3 95.9% 93.3% S 147.1 S 81.1 83.7%
Marker2 | S 1.9 0.7% S 0.1 0.0% 0.2% S 4.7 S 1.0 2.1%
Total | S 284.3 S 759.4 S 180.8 S 92.0

Table Two: Gender Equality Marker in Total Climate Finance, Adaptation and Mitigation
Millions of Canadian Dollars

Adaptation Share Mitigation Share All Climate Share

Marker0 | S 65.50 14.1% S 40.90 4.8% S 106.4 8.1%

Marker1 | $ 393.00 84.5% S 809.40 95.1% S 1,202.4 91.3%

Marker2 | S 6.60 1.4% S 1.10 0.1% S 7.7 0.6%
Total | S 465.10 S 851.40 S 1,316.5
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Annex Eleven

Canada and DAC Donors: Top Ten Climate Finance Donors

Table 1: Total DAC Donors Climate Finance

Top 10 Climate Donors by Dollar Amount

Three-year Average Annual Commitments, 2016 to 2018
Provider perspective,
Significant purpose climate finance adjusted to 30% of project commitment,
Includes Imputed Multilateral for each donor

Amount Share of Fair Share
Ranking Donor Billions of USS Total Climate Finance by GNI

1 Germany S 5.38 11.7% 8.1%
2 Japan S 3.80 22.4% 11.0%
3 France S 3.34 15.8% 5.7%
4 EU institutions (excl. EIB) | $ 2.81 13.9%
5 United States S 1.96 8.1% 42.2%
6 United Kingdom S 1.95 8.1% 5.7%
7 Norway S 0.83 2.7% 0.9%
8 Sweden S 0.65 2.5% 1.2%
9 Canada S 0.59 1.8% 3.5%
10 Netherlands S 0.44 1.4% 1.8%

Total Top Ten S 21.75 91%

Total All 24 Donors S 24.03
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Table 2: Total Mitigation Climate Finance
Top 10 Climate Donors by Dollar Amount
See Table 1 for Assumptions

Share of Total
Ranking Donor Amount Mitigation Finance

1 Germany S 3.94 25.7%

2 Japan S 2.73 17.8%

3 France S 2.33 15.2%

4 United States S 1.24 8.1%

5 EU institutions (excl. EIB) | S 1.19 7.8%

6 United Kingdom S 1.09 7.1%

7 Norway S 0.69 4.5%

8 Canada S 0.30 2.0%

9 Sweden S 0.29 1.9%

10 Italy S 0.21 1.4%
Top Ten Total S 14.01 91.6%
Total All 24 Donors S 15.30

Table 3: Total Adaptation Climate Finance

Top 10 Climate Donors by Dollar Amount

See Table 1 for Assumptions

Share of Total Adaptation Share of
Adaptation Total Climate
Ranking Donor Amount Finance Finance
1 EU institutions (excl. EIB) | S 1.62 18.6% 57.6%
2 Germany S 1.44 16.5% 26.8%
3 Japan S 1.07 12.2% 28.1%
4 France S 1.01 11.6% 30.3%
5 United Kingdom S 0.86 9.9% 44.2%
6 United States S 0.71 8.1% 36.4%
7 Sweden S 0.36 4.2% 56.1%
8 Canada S 0.29 3.3% 48.8%
9 Netherlands S 0.27 3.1% 60.7%
10 Switzerland S 0.16 1.8% 47.8%
Total Top Ten S 7.79 89.2%
Total All 24 Donors S 8.73 36.4%
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Table 4: Climate Finance Generosity

Climate Finance as a Share of Donor Country Gross National Income (GNI)
Climate Finance Commitments and GNI, 2018

Provider perspective,

Significant purpose climate finance adjusted to 30% of project commitment,
Includes Imputed Multilateral for each donor

Rank Donor Climate Finance
to GNI
1 Norway 0.18%
2 Germany 0.13%
3 France 0.12%
4 Sweden 0.12%
5 Japan 0.07%
6 United Kingdom 0.07%
7 Denmark 0.05%
8 Netherlands 0.05%
9 Switzerland 0.05%
10 Austria 0.04%
11 Finland 0.04%
12 Luxembourg 0.04%
13 Belgium 0.04%
14 Canada 0.04%
15 Ireland 0.02%
16 Australia 0.02%
17 Italy 0.02%
18 Korea 0.01%
19 Spain 0.01%
20 United States 0.01%
21 Portugal 0.01%




Annex Twelve
A Pathway and Portfolio for Achieving Canada’s Fair Share in Climate Finance

Table 1: A Pathway to reach Canada’s Fair Share of US$100 billion by 2025

Millions of Canadian dollars (bilateral climate finance only)

2021/22 2022/23 2023/24 2024/25 2025/26 Five Year
Total
>800M No Change $800 $800 $800 $800 $800 $4,000
Scenario
Fair Share Scenario,
Total Climate $945 $1,115 $1,315 $1,550 $1,830 $6,755
Commitment
Fair Share, Increase
taking account $800M $145 $315 $515 $750 $1,030 $2,755
in 2020

This table only focuses on Canada’s bilateral contributions of its climate finance, which may include
specific allocations to particular multilateral climate funds such as the Green Climate Fund or the special
Canadian funds at the multilateral development banks.

The government’s fair_share for bilateral finance (equivalent to the five-year existing $2.65 billion
commitment) of the USS$100 billion is based on a 3.8% share of the US$37.3 billion, using an exchange
rate of $1.30. The 3.8% share is based on an average of Canada’s Gross National Income to all DAC donors’

GNI for the past seven years. Based on these assumptions, Canada’s average annual commitments for
climate adaptation and mitigation, not including loss and damage, is Cdn$1,830.

Canada does not control its imputed multilateral contributions of US$29.5 billion in the US$100 billion as
these are based on actual allocations to climate finance by the relevant multilateral institutions.

Canada has a stated commitment to maximize mobilized private sector finance for climate purposes,
which makes up USS$33.2 billion of the US$100 billion. However, there is no agreed methodology for
assessing Canada’s share of this US$33.2 billion. A fair share assessment of the US$33.2 billion for Canada
(using the same assumptions as the calculation of bilateral fair share) would indicate that Canada should

be mobilizing Cdn$1,640 million in private sector resources by 2020. In Canada’s Fourth Biennial Report
to the UNFCCC, Canada reported that it mobilized approximately Cdn$155 million in private sector finance
through dedicated public resources, each year for 2017 and 2018.
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Table 2: A Climate Finance Portfolio for Canada’s Fair Share ($6.76 billion) 2021/22 to 2025/26

Important Note: The combination of individual allocations in the Table respects the principles set out in

Section 6 of this report. But it also must be acknowledged that there are many ways to distribute this

finance among individual allocations to meet these principles. These individual allocations are intended

to be indicative only and actual allocations would require due diligence and an assessment of current

performance.

MULTILATERAL
Millions of Cdn Dollars

Highlight colours indicate changes from 2015-2020 period to 2021-2025 period:

Double or more Increase but less than No change New  Unallocated
double
2021 - 2021 - 2025
2025 2015 - 2020 2021 - 2025 | 2021 - 2025 Loss &
Fund/Program Period* Period Adaptation | Mitigation Damages
Green Climate $350 with $50M
Fund** $600.0 from 2019 $300.0 $300.0
announcement)

Adaptation Fund Nil (US$20M in

$100.0 Fast Start) $100.0
GEF Least
Developed $125.0 $37.5 $125.0
Country Fund
Climate Related
GEF $100.0 Approx. $90.0 $50.0 $50.0
Replenishment
UN REDD Program $20.0 Nil $20.0
IFAD / Adaptation
for Smallholder
Agriculture s 265.0
Program
Asia Development
Bank - Private $400.0 $200.0 $400.0
Sector Fund
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2021 - 2015 - 2021 - 2025
2025 2020 2021 - 2025 2021 - 2025 Loss &
Fund/Program Period Period Adaptation Mitigation Damages
IFC Blended Finance
Fund $S400.0 $250.0 $200.0 $200.0
Canada IFC
Renewable Energy for $250.0 $150.0 $250.0
Africa
World Bank Coal
Phase Out $275.0 $275.0 $275.0
IF/Z?\E Private Sector $400.0 $223.0 $400.0
World Meteorological
Organization $25.0 $10.0 $25.0
Climate Smart
Agriculture in Central $75.0 $13.0 $75.0
America / IADB
Climate Risk Insurance
(Caribbean and Pacific $250.0 $100.0 $250.0
States)
WEFP Climate Risk
Management in Africa $100.0 $40.0 $100.0
UN Women Climate
Change Initiatives $100.0 $40.0 $30.0 $30.0
Miscellaneous
Adaptation $600.0 $600.0
Miscellaneous
Mitigation $225.0 $225.0
Miscellaneous Loss
and Damages $200.0 $200.0
Total Multilateral $4,310.0 $1,680.0 $2,150.0 $480.0
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BILATERAL

Millions of Canadian dollars

Double or more Increase but less than No change New  Unallocated
double
Fund/Program 2021 - 2015 - 2021-2025 | 2021 - 2025 2021 - 2025
2025 2020 Adaptation Mitigation Loss &
Period Period P g Damages
Women's Climate
Adaptation Fund /CSOs $150.0 $150.0
Risk Assessment /
Support of Insurance $400.0 $400.0
Funds
Ramping up Bilateral
Climate Finance in SS $750.0 $600.0 $150.0
Africa
Ramping up Bilateral
Support for SIDS 35000 »500.0
Youth Engagement
Climate Fund 5100.0 »100.0
Engaging Canadians in
International Climate $100.0 $50.0 $50.0
Change
Miscellaneous Bilateral
Climate Support $450.0 $300.0 $150.0
Bilateral for $2.65 $220.0
Total Bilateral $2,450.0 $220.0 $1,700.0 $350.0 $400.0
TOTAL INVESTMENTS | $6,760.0 $3,380.0 $2,500.0 $880.0
50% 37% 13%

** The total for the Green Climate Fund for the 2021-2025 period will total $900 million, including
Canada’s promised replenishment of $300 million, announced at the 2019 G7 meeting.
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