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FOREWORD BY
SANDA OJIAMBO

Genuine alignment across governments, multilaterals and business can be
hard to find. Economic resilience is one area where agendas converge.

The challenge lies in determining how best to achieve
it. That challenge is playing out in a global economy
increasingly buffeted by political turmoil, market vola-
tility and compounding risk. Foreign direct investment
flows remain uneven, official development assistance
is under pressure and the estimated $4 trillion annual
financing gap for the Sustainable Development Goals
(SDGs) continues to widen.

Risk, both real and perceived, is a deterrent to invest-
ment, particularly in the markets and sectors where it
is needed most. Blended finance exists to address this
challenge. By strategically deploying concessional and
catalytic capital, it redistributes risk and creates the
conditions for private capital to flow where it otherwise
would not. In doing so, it transforms paralysis into par-
ticipation and delivers tangible results, from cleaner
steel production in the United Kingdom to clean water
access across India.

What is increasingly clear is that blended finance works
best when it is not simply done for business, but with
business.

Sanda Ojiambo

CEO & Executive Director
UN Global Compact

UN Assistant Secretary-General

This is where the United Nations Global Compact offers
a distinct advantage. With more than 25,000 companies
and stakeholders across 160 countries, it operates with
unmatched scale. More importantly, it convenes across
the ecosystems that make blended finance possible,
connecting companies with governments, development
finance institutions, multilateral development banks and
investors to translate that shared ambition into coordi-
nated action.

Through initiatives such as the CFO Coalition for the
SDGs, a clear shift is underway: from commitment to
implementation, from fragmented approaches to greater
alignment, from bespoke transactions to the beginnings
of standardization. This combination of scale, trust and
practical collaboration is critical to moving blended
finance from proof-of-concept to universal deployment.

As this Playbook shows, businesses are ready to lead in
blended finance. — Sanda Ojiambo, Assistant Secretary-
General of the United Nations Global Compact.



OPENING LETTER

Economic volatility, geopolitical fragmentation and
tighter financing conditions are shifting investment
behavior and risking the deprioritization of long-term,
resilient investments that underpin sustainable growth.
For CFOs, the challenge is clear: manage immediate
financial exposures while maintaining commitments to
strategic investments that will ensure competitiveness.

Blended finance offers a way forward. Traditionally a
tool associated with governments and development
institutions, blended finance is gaining increased rele-
vance for business. At its core, it does something simple
but powerful: it rebalances risk. By improving risk-return
profiles and lowering the cost of capital, it opens up
opportunities for sustainable investment that would
otherwise remain out of reach.

But the model isn't yet working as well as it should.

Blended finance transactions are often too complex, too
slow and too difficult to navigate for businesses. Unclear
partnership structures, inconsistent approaches to risk
and impact and protracted timelines are roadblocks to
private sector engagement. The result is a gap between
capital available and capital deployed.

Closing that gap requires a shift in how the blended
finance market is structured and deployed, including
the often overlooked role that businesses play. When
businesses are engaged early and meaningfully in deal
design, sustainability goals are better aligned with com-
mercial viability over the long term.

This Playbook is built on that premise. As one of the
few blended finance resources designed specifically for
businesses, it equips companies to move from partic-
ipants to architects, shaping transactions that deliver
both financial performance and measurable impact.

The exists to drive exactly
this kind of change. It brings together financial leaders
with the reach and influence to move markets and the
shared interest in doing so more effectively. We invite
you to use this Playbook, apply it, challenge it and help
build the next generation of blended finance defined not
by complexity, but by clarity, scale and results.

Sincerely,
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EXECUTIVE SUMMARY

Blended finance is becoming an increasingly valuable
tool for companies navigating rising geopolitical and
economic uncertainty, but its full potential to mobilize
large-scale private sector participation has yet to be
realized.

* Blended finance is growing, but impact remains
concentrated among mega-deals: The market
increased from $14 billion in 2020 to $24 billion in
2024, yet growth has been driven largely by a small
number of mega-transactions rather than a propor-
tional increase in the number of projects financed.

* Companies represent over 90 percent of blended
finance market deployers, yet corporates con-
tinue to have limited influence over deal-making:
Companies are largely excluded from how blended
finance structures are designed and negotiated.

» The knowledge ecosystem is skewed toward
capital providers, entrenching barriers that keep
businesses on the sidelines: Nearly all existing
guidance is designed for public and institutional
financiers, leaving businesses without clear path-
ways to engage or support to navigate the high
transaction costs, lengthy due diligence and complex
development finance system that makes participa-
tion feel out of reach.

To close the opportunity gap, the market must embrace
new approaches, including what we call business-led
blended finance: shifting real economy players
from passive recipients of blended finance to active
architects.

* Infrastructure and energy are key entry points for
business-led blended finance and major drivers
of the SDG financing gap: With the global infra-
structure investment gap projected to exceed $15
trillion by 2040 and developing countries facing
an estimated $2.2 trillion annual energy transition
financing gap, blended finance is uniquely suited to
mobilize capital toward critical investment needs
while supporting businesses' long-term sustainabil-
ity and supply chain resilience goals.

* Businesses hold a unique structural advantage
through their on-the-ground presence: When
directly involved in deal design, companies can better
align and embed commercial objectives with local-
ized sustainability and development needs across
industries, value chains and communities.

* More collaborative blended finance design
approaches can improve both effectiveness and
scale: Stronger collaboration and earlier integra-
tion of private sector perspectives can help reduce
structural barriers, align incentives, improve infor-
mation flows and support the development of more
integrated, efficient and scalable deal structures.

Despite the bespoke nature of blended finance according
to geography and sector, some models help demystify
deal design and implementation. This playbook show-
cases eight business-led blended finance cases that
offer a roadmap.

1. A £500M UK government grant enabled Tata Steel
UK to accelerate decarbonization efforts, reduce
emissions and preserve the country's steel man-
ufacturing industry through the introduction of
sustainable steelmaking technologies at Port Talbot.

2. Safaricom and a consortium of other telecom com-
panies expand access in Ethiopia through support
from the International Finance Corporation (IFC) and
Multilateral Investment Guarantee Agency (MIGA).

3. Snam partnered with the EU and peers to connect
green hydrogen from North Africa to Europe, utilizing
a blended approach to derisk a nascent industry,
drive sustainability growth in Europe and open eco-
nomic opportunities for North African nations.

4. FCC Construccion developed a platform to fast-track
the development approval process for infrastructure
with 13 organizations across five countries, enabled
by the EU'’s Horizon Europe programme.

5. The Aguas Firmes program, driven by AB InBev
subsidiary Grupo Modelo, the German Agency
for International Cooperation (GIZ) and Coca-Cola
deployed nature-based solutions for the sustainable
management of Mexican aquifers, expanding financ-
ing opportunities for local farmers.

6. The Joint SDG Fund, which is enabling solar power
development through the Zimbabwe Renewable
Energy Fund.

7. The United Nations Multi-Party Trust Fund for
Peace supported the development of sustainable,
agroforestry value chains in Colombia

8. The Water Access Acceleration Fund, the first pri-
vate equity blended finance fund dedicated to scaling
businesses focused on water access in South and
Southeast Asia, Latin America and Sub-Saharan
Africa.

Tailored guidance is key to unlocking business-led
blended finance. This playbook includes practical
tools to help companies overcome blended finance
challenges.

* Atoolkit for blended finance risk management and
capital structuring: To determine the best blended
finance structure for a project, companies should
first identify and prioritize investment barriers, match
those risks to appropriate instruments and design a
capital structure that efficiently allocates risk across
stakeholders.

* A checklist for navigating due diligence and proj-
ect preparation: Across time, resources and capital,
due diligence is often the costliest hurdle on the path
to bringing a blended finance project to bankability,
but early planning and preparation can significantly
reduce these burdens.

Blended finance will only achieve scale through
coordinated action and shared ownership across all
stakeholders. This includes greater country-level own-
ership, with blended finance integrated into national
development strategies so businesses can play a more
central role in deal design. This Playbook is a practical
step toward that shift, equipping real economy com-
panies with the tools, frameworks and confidence to
deliver business-led blended finance solutions for all.




WHAT IS BLENDED FINANCE?

Blended finance is the strategic use of catalytic or concessional capital from public, philanthropic or development
sources to improve the risk-return profile of investments, unlocking private capital flows into underserved
markets and sectors to generate measurable social, environmental and economic impact.!

WHY BLENDED FINANCE?

Blended finance has the opportunity to move billions for sustainable,
equitable growth. Greater business leadership can help it go further, faster.

..............................................................................

Geopolitical fragmentation, economic uncertainty and
tightening public and private balance sheets are con-
straining capital flows just as pressure on business-

otherwise be out of reach. As project developers and
economic engines across sectors and geographies,
businesses are uniquely positioned in the blended fi-
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In this environment, blended finance emerges as a crit-
ical tool. By aligning public and private capital around
shared objectives and redistributing risk, blended fi-
nance unlocks investment in markets and sectors that
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Institutions (DFls) and public funders catalyze markets
from the outside, businesses can grow them from with-
in. A corporation that commits to a long-term offtake
agreement with smallholder suppliers makes those
suppliers bankable in a way no financial guarantee can
replicate. When smaller enterprises play an active role
in designing a blended finance structure, their proxim-
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challenge of navigating the multilateral development
system, have pushed business leaders to the sidelines.

This is a missed opportunity.

Blended finance can improve the risk-adjusted re-
turns on investments that companies need to make
by bringing in co-investors who absorb downside risk,
effectively lowering hurdle rates in markets that would

Success stories like those detailed in this Playbook
from companies and blended funds show blended fi-
nance in action: proof that when directly engaged in
the process of project and deal design like this, busi-
nesses — from multinationals to Small and Medium
Enterprises (SMEs) in emerging markets — can embed
financial and sustainability impacts into value chains
and communities alike, shaping long-term growth.

And these benefits extend beyond an individual com-
pany. When a business successfully structures and ex-
ecutes a blended finance transaction, it creates proof
of concept, paving the way for increased investment.
Done well, business leadership in blended finance can
have ripple effects, mobilizing capital and impact at a
scale no single actor can achieve alone.

Despite this opportunity, nearly all existing blended
finance guidance is written for catalytic capital provid-
ers: governments and public funders, DFIs and Multi-
lateral Development Banks (MDBs),? often geared to-
ward highly specific geographies, sectors and blended
finance ratios. Business leaders eager to become ac-
tive architects of blended finance are largely left with-
out a roadmap and catalytic investors eager to mobi-
lize private capital are left with frameworks that don't
fit commercial interests.

This playbook seeks to fill that gap and show how busi-
nesses can move from passive recipients of blended
finance to become active architects of deals, an ap-
proach we call “business-led blended finance”.

In traditional blended finance, transactions are de-
signed top-down: governments, MDBs or DFls identi-

1. Convergence and OECD.

2. OECD DAC Blended Finance Guidance 2025; DFI Enhanced Principles;
WEF/OECD; SMI/ILN Best Practice Playbook (2024); IFC- Using Blended
Concessional Finance to Invest in Challenging Markets; BCG, The Blended
Finance Market: A Growth Opportunity for Banks to Build. (2025)

or structure projects to attract
institutional investment

fy an objective, structure the deal and deploy capital
that eventually reaches businesses and communities
on the ground. Business-led blended finance flips this
—the companies and implementers who would typical-
ly sit at the end of the capital flow are involved in the
design process from the start, shaping the transaction
around operational realities and on-the-ground needs.

Despite headwinds and increased pressures business-
es face today, more than 30,000 private-sector partic-
ipants and signatories are champions of sustainable
finance through longstanding United Nations plat-
forms, including UN Global Compact, Global Investors
for Sustainable Development (GISD), Principles for
Responsible Investment (PRI) and United Nations En-
vironment Programme Finance Initiative (UNEP-Fi). It
is clear that commitment to finding solutions has not
waned and business leaders stand at the ready to play
a leading role in blended finance.

Grounded in empirical research and interviews with
these private sector leaders, the playbook highlights
real-world success stories of companies leading in
blended finance, frankly examines the challenges they
face and offers practical tools to help overcome them.
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https://gisdalliance.org/sites/default/files/2024-10/Blended_Finance_Best_Practice_Case_Studies_Lessons_Learned_0.pdf
https://www.ifc.org/content/dam/ifc/doc/mgrt/ifc-blendedfinance-fin-092021.pdf
https://www.ifc.org/content/dam/ifc/doc/mgrt/ifc-blendedfinance-fin-092021.pdf
https://www.bcg.com/publications/2025/the-blended-finance-market
https://www.bcg.com/publications/2025/the-blended-finance-market

WHY BLENDED FINANCE

KEY STAKEHOLDERS IN THE
BLENDED FINANCE ECOSYSTEM

Effective deployment of blended finance deals relies on a clear
understanding of the stakeholders involved and the mechanisms that
connect them. In general, there are five key stakeholder groups, each with
different mandates, risk appetites and points of leverage:

2
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Source: UN Global Compact analysis, based on publicly available information from UNESCO, AllianceBernstein
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The real power of blended finance lies in how these
groups are combined; no single actor can move the
needle alone. In practice, partnership building and
structuring vary significantly. Some deals involve two
or three of these stakeholders in straightforward ar-
rangements, while others weave together six or more
parties across multiple phases or instruments. Re-
gardless of deal complexity, what matters most is
aligning stakeholders with the project’s risks, timeline
and complexity.

Companies play a critical part within this ecosystem
and often serve multiple roles within a given blend-
ed finance transaction.A multinational corporation
might act as an equity sponsor with capital at risk,
as an offtaker whose long-term purchase agreement

|

underpins the project's revenue model and as an an-
chor buyer whose procurement commitments de-risk
investments further down its own supply chain — all
within the same structure. SMEs may serve primari-
ly as capital recipients, but can play a critical role in
shaping deal design to ensure long-term viability and
stronger local impact.

Where DFls and institutional investors engage primar-
ily through financial instruments, corporates engage
on a much broader economic spectrum through con-
tracts, standards, supplier relationships and market
access. It is this web of commercial relationships, as
much as the capital structure, that often determines
whether a blended deal delivers durable outcomes.

13


https://www.unesco.org/en/dtc-finance-toolkit-factsheets/blended-finance
https://www.alliancebernstein.com/corporate/en/insights/investment-insights/blended-finance-bridging-the-sustainability-funding-gap.html

WHY BLENDED FINANCE

BENEFITS & CHALLENGES OF
BUSINESS-LED BLENDED FINANCE

As blended finance continues to mature and its use cases solidify, it is
not one-size-fits-all. The benefits and challenges outlined below are not
universal; they shift materially depending on the market, sector, deal size
and sustainability objectives a transaction is designed to serve.

While blended finance offers
attractive opportunities,

the structuring process can
be intricate and resource-
intensive. Clear, standardized
tools are key to simplifying
execution and enabling
companies to access
financing more effectively
and on competitive terms.”
Maher Al-Haffar, CFO, Cemex
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BENEFITS

Unlocking capital at better terms: Blended finance
opens the door to concessional loans, guarantees and
catalytic capital from development banks, finance in-
stitutions and philanthropies.

De-risking market entry and innovation: Expansion
into frontier markets or new technologies often stalls
due to high perceived risk. Grants, first-loss capital,
political risk guarantees and Foreign Exchange (FX)
hedging transfer part of that exposure to development
partners, making investments more bankable. This al-
lows companies to pursue growth opportunities while
preserving upside and limiting downside risk.

Improving financial performance and resilience:
Outcome-based concessional models (e.g., sustain-
ability-linked loans) can reduce borrowing costs when
sustainability targets are met, or provide concessional
top-ups that stabilize returns. The results are tangible:
stronger project IRRs, lower volatility in cash flows
and more predictable debt service.® At the same time,
embedding these mechanisms builds resilience across
supply chains and operations, ensuring long-term fi-
nancial stability.

Meeting rising investor and regulatory expectations:
CFOs face increasing pressure to align with evolving
disclosure standards and taxonomies. Blended fi-
nance, often paired with technical assistance, supports
sustainability frameworks, impact measurement and
reporting—reducing compliance burden and aligning
financing with science-based targets, the Paris Agree-
ment and standards such as ISSB.

Building credibility for long-term strategic value: Be-
yond financing, blended structures strengthen a com-
pany'’s license to operate and its relationship with reg-
ulators, investors and communities. For CFOs, blended
finance is a potential way to future-proof growth, pro-
tect shareholder value and ensure the company is po-
sitioned as a leader in sustainable markets.

CHALLENGES

Transaction complexity and cost: Blended finance
requires coordination among donors, DFls, MDBs,
commercial lenders and philanthropic actors, each
with different mandates, documentation and risk appe-
tites. Compared with conventional financing, it involves
greater structuring, legal work and due diligence. For
CFOs, the added time and cost can raise uncertainty
about whether concessional benefits justify the effort.

3. IDB Invest, Outcome-Based Financing Rewards Investors Upon Achieving
Impact. (2025)

BBVA Leasing México partners with the In-
ternational Finance Corporation (IFC) and
the Government of Canada to blend $15 mil-
lion in concessional donor funds into a larg-
er $116.5 million commercial package. This
integration can mean interest rates below
market, grace periods that ease cash flow, or
repayment structures that align with project
cycles. The effect is a lower weighted aver-
age cost of capital and more diversified fund-
ing sources, making projects financially via-
ble that would otherwise remain out of reach,
therefore enabling BBVA to offer affordable
financing to SMEs for “climate-smart” assets
that standard commercial pricing could not
support.
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2022

Project kick-off & Initial submission

YSM submitted a concept note to a major
multilateral fund through Zambia’'s National
Designated Authority (NDA). Zambia's climate
investment architecture was still evolving, re-
quiring the company to navigate early-stage
processes without established templates.

Key challenges:

* Feasibility and preparation costs: ear-
ly-stage feasibility studies, environmental
assessments and technical evaluations re-
quired significant upfront capital with no
guarantee of approval.

*Procedural uncertainty: evolving national
processes and lack of standardized tem-
plates slowed preparation and submission.

* Lack of clear guidance: a lack of clear in-
structions, examples, or hands-on techni-
cal support made the application process
lengthy and resource-intensive, stretching
limited in-house capacity.
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2023

Revisions, policy transition and procedural
bottlenecks

The initial submission received a “B” rating,
requiring revisions and resubmission under
updated procedures. Approval timelines for
submission were delayed because the tech-
nical review committee only convenes once a
minimum number of applications is received,
creating a procedural bottleneck.

Key challenges:

* Procedural delays: multi-stage reviews and
resubmissions significantly extended the
project timeline.

* Policy transition risk: updated submission
procedures required reformatting and tech-
nical adjustments mid-process.

* Technical capacity gap: limited familiarity
with revised criteria increased the time and
cost of compliance.

2024

Accredited entity joins

Zambia National Commercial Bank (ZANACO)
formally joined the process as the accredited
entity to channel submissions to the multilat-
eral tund, adding a layer of coordination be-
tween the NDA, the technical review commit-
tee and investors.

Key challenges:

» Coordination complexity: aligning docu-
mentation, risk assessments and structuring
across multiple institutions increased trans-
action time.

* Cost of local capital: commercial lending
rates (30 per cent) and short tenors (up to
five years) underscored the necessity of con-
cessional funding to make the project viable.

Projects from small companies in
emerging markets can often get stuck
in structural deadlock... deals cannot be
approved without reaching ‘advanced
development,’ yet financing the work

required to get there depends on the deal
being in place. After four years, this cycle
remains unresolved for YSM.”

Paul Siame, Head of Sustainability and ESG, YSM

2025

No-objection secured

In April 2025, YSM received a no-objection
ruling, enabling ZANACO to advance the sub-
mission to the Fund, but the proposal had to be
reformatted to comply with updated require-
ments. The final concept note was submitted
in July.

Key challenges:

* Procedural reformatting: compliance with
updated templates and technical require-
ments added time and advisory costs.

* Financing uncertainty: continued depen-
dence on concessional funding created de-
lays in closing complementary financing.

* Preparation cost burden: ongoing trans-
action and advisory expenses accumulated
over the extended development timeline.

2026

Awaiting next steps, continued efforts to se-
cure partners

YSM continues to await feedback on its appli-
cation while seeking to formalize key opera-
tional partners (land leasing, construction,
equipment). However, progress remains con-
strained in the absence of confirmed conces-
sional funding.

Key challenges:

* Financing gap risk: without confirmed con-
cessional capital, commercial debt remains
prohibitively expensive.

* Extended development risk: prolonged ap-
proval timelines increase transaction costs
and investor fatigue, potentially threatening
project progress.
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WHY BLENDED FINANCE

Limited standardization and replicability: Most
blended finance deals are bespoke, requiring unique
legal structures, impact frameworks, reporting tem-
plates and governance arrangements. This reflects the
flexibility of blended finance to tailor solutions to spe-
cific market contexts and risk profiles, but can make
scalability difficult.

Compliance and reporting burdens: Concessional
and impact-linked funding requires additional Key Per-
formance Indicators (KPIs) for Environmental, Social
and Governance (ESG) metrics, along with verification
and monitoring systems. While this strengthens cred-
ibility, it increases resource demands, coordination
needs and reputational risk. Many companies, espe-
cially SMEs, lack the internal systems to track data at
the required level of granularity and frequency.

Limited access to viable deal pipelines: A gap exists
between available concessional capital and invest-
ment-ready projects. Firms often struggle to source
bankable opportunities or structure internal projects to
meet blended finance criteria. Without reliable off-tak-
ers or regulatory certainty, building a pipeline rarely
justifies the high cost of developing internal blended
finance capabilities.

Internal capability and coordination gaps: Success-
ful blended finance transactions require close coordi-
nation across finance, sustainability, legal, operations,
procurement and business units. In many real-economy
companies, sustainability and finance teams remain si-
loed, with limited structures to enable cross-function-
al collaboration and external partnerships. These gaps
can create internal friction and slow decision-making.

These challenges are real, but they are not insurmountable. Below are five high-level recommendations for
business leaders to better position themselves for success in blended finance:

BUILD READINESS NOW SO YOUR COMPANY CAN MOVE

WHEN OPPORTUNITY STRIKES

The groundwork for a successful blended finance transaction, including sound financial models,
clear impact metrics and thorough due diligence, is within a company's control to develop in
advance, ensuring you are positioned to act decisively when the right opportunity emerges.

N ALIGN BLENDED FINANCE TO YOUR COMPANY’S LONG-TERM GROWTH

AND REACHING SUSTAINABILITY TARGETS

projects that advance both long-term business growth objectives, while simultaneously advancing
corporate sustainability commitments, not as a quick-turn capital solution

2 Blended finance involves lengthy timelines and complex structures, making it best suited for

\ / INVEST IN CROSS-SECTOR RELATIONSHIPS EARLY
AND BE INTENTIONAL ABOUT WHO YOU ENGAGE

proactively cultivate relationships with MDBs, DFls and public sector capital providers, prioritizing
partners best positioned to help advance the next phase of a project over those with the largest

3 Rather than waiting for a project to materialize before approaching partners, companies should

balance sheets.

v UNDERSTAND YOUR RISK TOLERANCE

AND BE PREPARED TO NAVIGATE THE UNEXPECTED

understanding of their project's full risk profile, the structural tools available to address it and the
organizational resilience to adapt when conditions shift.

4 Blended finance structures are complex and companies should enter with a clear-eyed

\ / PRIORITIZE PEER LEARNING ACROSS SECTORS,
REGIONS AND COMPANY SIZES

companies across different industries, geographies and scales can offer a playbook for how an
organization could unlock transformative investment through blended structures, with networks like

5 Peer learning is a vital accelerant for blended finance adoption and drawing on examples from

the CFO Coalition offering a strong starting point.

18

Artificial Intelligence and Blended Finance

Artificial Intelligence (Al) has the potential to revolution-
ize blended finance. It can be deployed to help identify
investable opportunities, strengthen project preparation,
lower transaction costs, improve the matching of proj-
ects with capital providers and enhance the monitoring
and verification of sustainability outcomes and SDG
alignment.*

Moreover, the nuts-and-bolts tasks that come with each
blended finance project — doing due diligence, improving
the accuracy of risk assessments and keeping a lid on
transaction costs — are also chores that can likely be
made easier with the help of Al.

It's going to take some time, however, for this revolu-
tion to take place. The financial sector is already heav-
ily regulated; amid rising concerns over the potential
abuse of Al, governments are likely to layer Al-specific
regulations over existing rulebooks. The standards and
regulatory frameworks that will shape and define Al's
impact are still being written and there's a real danger
that a patchwork of conflicting regulations will impede
cross-border projects.

The real value in Al is not in the technology, but how it is
put to use. For Al to become a trusted tool in blended fi-
nance, organizations will need to ensure that their use of
the technology conforms with current regulatory frame-
works and regulators will need to develop harmonized
international standards to ensure best practices going
forward.

8N Al collapse transaction costs and make high-impact

‘ investments viable at scale? (2025)

The potential for blended
finance remains largely
untapped because the
roadmap has historically
been written for capital
providers, not the
companies building on
the ground. This playbook
changes that.”

Muhsin Alrustom, CFO, Asyad Group
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MARKET OVERVIEW:
MOVING FROM PROOF-
OF-CONCEPT TO SCALE

The blended finance market has grown rapidly, reach-
ing $24 billion in 2024. However, this growth is con-
centrated in large transactions and does not translate
proportionally into broader project scale, while an es-
timated $4 trillion SDG financing gap persists.

+ Corporate participation remains narrow and un-
der-structured, with companies primarily engag-
ing as capital recipients (receiving over 90 per cent
of total in 2024) rather than active participants in
structuring transactions, limiting their role in scal-
ing blended finance.

+ Blended finance is globally applied but remains
concentrated in higher-risk regions, with Sub-Saha-
ran Africa as the primary anchor.

+ Blended finance effectiveness depends on how
capital is structured (archetypes) and deployed (ve-
hicles) to manage risk and mobilize private invest-
ment.

+ Corporate participation concentrates in energy and
infrastructure, where investments align with core
operations and tangible asset ownership.

All data® is provided by Convergence, the global net-
work for blended finance, as of February 2026.

5. Note that a single blended finance transaction can involve multiple
vehicles or archetypes, and cover numerous sectors or regions, resulting
in a total of over 100 per cent for several of the charts in this section
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The blended finance market began in earnest in 2015.
Since then, it has been on an upward trajectory.® Look-
ing at the five years between 2020 and 2024, annual
capital inflows started at approximately $14 billion; by
2024, that figure had soared to $24 billion. Headline

growth has been driven in large part by a small number
of mega transactions - billion—dollar deals — meaning
that higher aggregate capital flows don't necessarily
translate into a proportional increase in the number of
projects financed.”

Annual blended finance deal volume (USD): overall market and corporate participation

$25B
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$20B | $20B

$15B

$10B

$5B
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2020 2021

Source: UN Global Compact analysis, based on Convergence data (Feb 2026)

Notably, in 2024, $23 billion of the total $24 billion in
capital was directed to corporate recipients. This 93.8
per cent allocation suggests that the blended finance
ecosystem is becoming more effective at channeling
funds to the real economy. However, significant gaps
persist, particularly in the context of the $4 trillion an-
nual financing gap for the SDGs.

One reason is that many companies still struggle to
navigate the blended finance ecosystem, finding proj-
ect and transaction design too complex to justify. This
points to a gap between how the market is designed
and how it is used. Although real-economy companies
are the primary recipients of blended capital,® they
remain underrepresented in market design. Instead,
structures are largely shaped by DFls, donors and
public investors, often resulting in approaches that are
overly complex and misaligned with business realities.

() Whole market volume @ Corporate deal volume

2022 2023 2024

The dollar volume alone doesn’t tell
the full story of blended finance. The
more important question is where
that capital actually lands. If we'’re
only enabling deals in markets and
at deal sizes that already attract
private investment, we’'re not solving
the problem.”

Lisa Kurbiel, Head of the United Nations Joint
SDG Fund Secretariat

6. Convergence, Market Size, (2026). All data reflects information available
as of March 2026.
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7. Convergence, State of Blended Finance, (2025).
8. Convergence, State of Blended Finance, (2025).

BUSINESS-LED BLENDED FINANCE:
STRATEGIC OPERATORS, NOT
PASSIVE FINANCIERS

A clear and widening divide has emerged between com-
panies as recipients of blended finance and as capital
providers. This gap indicates that while the market is
increasingly effective at using blended finance to direct
capital toward corporate projects, mobilizing the real
economy as a source of investment capital has been
incremental and relatively fixed.

Between 2015 and 2024, financing flowing to compa-
nies consistently exceeded their own investment con-
tributions, with the gap increasing from $16 billion in
2015 to $18 billion in 2024. While capital deployed to
companies has continued to rise, corporate participa-
tion as investors has remained largely stagnant. Aside
from a one-off spike in 2016, when corporate invest-
ment briefly reached $11 billion, levels have since flat-
tened and failed to regain momentum.®

CORPORATES AS INVESTORS VS. RECIPIENTS

For the purposes of this playbook, ‘corporates’ refer
to privately or publicly owned companies or business-
es that operate in the real economy (producing goods
or delivering services for profit generation), distinct
from financial intermediaries like banks, funds, or de-
velopment finance institutions.

Corporate participation is defined as any transaction
where at least one large corporate entity is involved.
Within this framework, corporate engagement in the
blended finance market is defined through two prima-
ry lenses: the role of the corporate as a Recipient of
capital or as an Investor providing it.

1. Corporates as Recipients

In this role, the corporate is the beneficiary of the
blended finance structure, utilizing optimized capital
to fund projects that may otherwise struggle to se-
cure traditional commercial financing.

9. Note: All data (including visualizations) are sourced from Convergence (2026).

This category is defined by the proximity of the corpo-
rate to the capital source:

* Direct Recipients: Corporates that receive financ-
ing directly from a specific blended finance trans-
action or specialized vehicle.

End Recipients: Corporates that ultimately ben-
efit from capital deployed through intermediated
structures, such as financial institutions or private
funds, which aggregate blended capital to reach a
broader market.

2. Corporates as Investors

Corporates in this category act as capital providers,
participating in blended finance deals to achieve stra-
tegic or financial objectives. This role allows CFOs
to leverage their balance sheets alongside public or
philanthropic capital to achieve strategic capital allo-
cation and market catalyzation.
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Blended finance annual financing (USD) - corporate as recipient and investor
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Source: UN Global Compact analysis based on Convergence data (Feb 2026)

These financing volumes are closely mirrored
by transaction frequency, with deal counts for

corporates as recipients rising in line with capital DATA LIMITATIONS AND

inflows. From 56 transactions in 2015, deal flow INTERPRETATION

peaked at 184 in 2022 before stabilizing at 143 --P

in 2024 — nearly triple 2015 levels. By contrast,

corporate participation as active investors has Across the market, financial confidential-
remained limited throughout the decade, with ity limits full visibility. Financing flowing to
deal counts consistently below 34 per year and companies is easier to measure, as deal to-

showing no sustained upward trend. tals are often publicly reported, while track-
ing private sector capital contributions is
more difficult given that commitment sizes
are rarely disclosed. Even so, the data sug-
gest corporations are using blended finance
primarily to support their own growth, infra-
structure build-out and supply chain securi-
ty, rather than acting as systemic providers
of capital to others.
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2024

Annual blended finance deal count — corporate as recipient and investor
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Source: UN Global Compact analysis based on Convergence data (Feb 2026)

Closing the funding gap requires focus—bringing partners
together to invest deeply in a few priority systems rather than
spreading resources too thin.”

Ingrid De Ryck, CSO, AB InBev
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BLENDED FINANCE STRUCTURES:
VEHICLES AND ARCHETYPES

REGIONAL DISTRIBUTION OF
BLENDED FINANCE

Sub-Saharan Africa remains the primary anchor for
blended finance transactions, capturing 46 per cent
of total market deals. It's followed by Latin America
and the Caribbean (17 per cent) and South Asia (14 per
cent). East Asia and Pacific accounts for 12 per cent of

the broader market, while Europe and Central Asia and
the Middle East and North Africa both account for 8
per cent. For the CFO, this geographic spread demon-
strates that blended finance serves as a global mecha-
nism applicable across diverse risk-return profiles.

All deals across regions

Sub-Saharan Africa

Latin America & the
Caribbean & North
America

South Asia

Region

East Asia
and Pacific

Europe and
Central Asia

Middle East and
North Africa

0% 10%

Source: UN Global Compact analysis based on Convergence data (Feb 2026)

46%

20% 30% 40% 50%

All deals

Blended finance is a way to structure deals and various
components can be used to define a transaction’s ap-
proach. “Archetypes” refer to common structural ap-
proaches used in blended finance transactions, or the
ways in which catalytic capital is deployed to improve
the risk—return profile for investors and attract private
sector participation. Convergence categorizes deals
across the four most common archetypes: concession-
al debt/equity, guarantees/risk insurance, technical as-
sistance funds and design-stage grants. “Vehicles" are
the legal or financial structures through which blended
finance transactions are executed, describing the form
the investment takes and how capital is pooled and de-
ployed. Convergence tracks and categorises blended
finance deals across five vehicles: bonds/notes, com-
pany, facility, financial institution, fund and project.

While archetypes describe how catalytic capital is
structured to manage risk and attract private invest-
ment, vehicles describe what legal or financial form
that capital takes. A single vehicle, such as a fund or
facility, may employ one or more archetypes and con-
versely, the same archetype can be executed across
different vehicle types.

VEHICLES

Because private businesses overwhelmingly act as
capital recipients, dominating the market's overall fi-
nancial outflows, the distribution of vehicle types for
corporate recipients reflects the prevailing structural
trends of the broader market.

Percentage of transactions by blended vehicle type (deals with corporate recipients
vs. overall blended finance market), all years

© Alldeals @ Deals with a corporate recipient @ Deals with a corporate Investor
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Source: UN Global Compact analysis based on Convergence data (Feb 2026)
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However, when businesses serve as investors, vehicle
preferences change dramatically and diverge from
market norms. Corporate investors exhibit a heavy
concentration in direct, ring-fenced structures, with
project-level vehicles accounting for nearly half (49
per cent) of their investment activity, followed by direct
company-level investments (28 per cent). This high-
lights the structural nature of corporate participation:
direct investments at the project level allow for proj-
ect finance structures (combining sponsor equity with

debt), while company-level deals often facilitate value
chain financing. Furthermore, this distribution reflects
market requirements, as many institutional investors
(such as MDBs) typically mandate an equity injection
from the corporate recipient as a prerequisite for par-
ticipation. Consequently, capital is naturally channeled
into project and company levels rather than indirect,
diversified vehicles like funds (19 per cent), facilities (2
per cent), bonds/notes (1 per cent) or financial institu-
tions (1 per cent).

CORPORATE ENGAGEMENT WITH BLENDED FUNDS:
DANONE AND THE WATER ACCESS ACCELERATION FUND

The Water Access Acceleration Fund (W2AF), man-
aged by Incofin Investment Management, illustrates
a business-led, fund-based blended finance initiative.
Danone partnered with Incofin — a pioneer in impact
investing in underserved markets — to create a blend-
ed finance fund structure focused on Water Access,
and to look for DFls, Non-Profit and Corporates will-
ing to join forces to help this underinvested sector
get investment ready. In order to be catalytic, Danone
allocated 50 per cent of its commitment to first-loss

FINANCIAL INSTITUTIONS AS A VEHICLE
FOR BLENDED FINANCE IN ACTION

Over the past five years, Cassa Depositi e Presti-
ti (CDP) has mobilized approximately €300 mil-
lion in EU-backed blended finance programmes,
primarily using portfolio guarantees, investment
grants and technical assistance to de-risk lending
by local financial intermediaries in Africa, the West-
ern Balkans and selected partner countries. These
programmes, such as Inclusifi and Green Finance
for Inclusion, enable local banks to extend credit
to higher-risk segments, particularly SMEs, while
aligning with macro-economic development, finan-
cial inclusion and climate objectives and crowding
in private capital through improved risk-return pro-
files.
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shares, and plays a foundational role as anchor in-
vestor and sponsor of the fund. Investing through this
fund structure enables to maximize positive social
impact through access to safe drinking water, with a
limited financial risk thanks to first-loss shares and to
the selection of financially robust impact businesses
in which the fund invests. For an illustration of how a
business can engage with and benefit from W2AF, see
the Rite Water case example.

ARCHETYPES

Across the blended finance market, there is a clear and
consistent hierarchy in the use of financial archetypes.
Market actors show stronger preference for “hard”
financial protections over “soft” operational support.
Concessional debt and equity dominate by a wide mar-
gin, around 70 per cent, followed by guarantees and
risk insurance, about 30 per cent. Both are capital mo-
bilization tools, working to make investment viable by
absorbing or transferring the risk (both real and per-
ceived) that would otherwise push required rates of
return beyond feasibility.

The dominance of concessional debt and equity re-
flects strong demand for debt in emerging markets,
limited institutional capacity to provide guarantees
and the lower perceived risk of debt instruments. Con-
cessional equity is particularly impactful as it absorbs
first-loss risk across the entire investment — from in-
vestor to borrower. By contrast, guarantees typically

target specific risks and are highly capital efficient, as
unfunded guarantees don't sit on the provider's bal-
ance sheet except for the expected loss amount.

Technical assistance (TA) and design stage grants,
which serve as pipeline and capacity builders rather
than direct capital mobilization tools, appear less fre-
quently (20 per cent and 8 per cent, respectively). TA
supports feasibility, capacity building and operation-
al readiness, while design stage grants help fund the
preparation work needed to reach bankability. Although
smaller in share, both remain catalytic upstream tools
that enable projects to become investment-ready and
ultimately attract larger volumes of concessional and
commercial capital.

The Toolkit for Blended Finance Risk Management
and Capital Structuring (page 62), provides a deep
dive into these archetypes and vehicles and their rel-
evance to businesses.

Percentage of transactions by blending archetype, all years'®

Concessional debt/ equity

Design stage grants

Guarantee / risk
insurance

Technical assistance
funds

0% 20%

Source: UN Global Compact analysis based on Convergence data (Feb 2026)
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10. Because these mechanisms operate at the deal level rather than being specific to investors or recipients, we use overall market data to highlight the most
common and scalable approaches, rather than disaggregating by participant type.
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KEY SECTORS FOR BLENDED
FINANCE

Percentage of transactions by sector (deals with corporate recipients vs. overall blended
finance market), all years

All deals @ Deals with a corporate recipient @ Deals with a corporate investor
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Corporate investmentin blended finance doesn't follow
the market when it comes to sector — it concentrates
where control, strategy and tangible assets intersect.

Unlike the broader market, which often prioritizes
market building through financial intermediaries, cor-
porate commitments as investors are heavily skewed
toward energy (46 per cent) and infrastructure (28
per cent). Together, these sectors account for nearly
three-quarters of corporate activity. Many of these pri-
vate enterprises are energy or infrastructure compa-
nies and thus, these investments are central to their
core business, tied to project development and opera-
tional objectives.

In contrast, companies in other sectors may also use
blended finance to fund energy or infrastructure proj-
ects that address specific operational challenges,
reduce costs, or advance sustainability goals (e.g., a
small manufacturing firm located in an emerging mar-
ket using blended finance to install a solar field to low-
er energy expenses and cut emissions).

Blended finance has the
potential to become one
of the most powerful tools
in sustainable finance,
particularly in supporting
capital-intensive

decarbonization and
transitioninitiatives.”
Koushik Chatterjee, CFO, Tata Steél

This preference for direct asset ownership is most ev-
ident when compared to the financial services sector,
which represents the largest category in the overall
market, while for corporates as investors, it accounts
for only 8 per cent of deals. This divergence suggests
that corporate capital from the real economy is gen-
erally less willing to act as passive limited partners in
credit funds, where they have little control over the un-
derlying assets. Instead, corporates favor hard assets,
using blended finance structures to reduce market
risks while investing in projects that offer both stra-
tegic alignment and tangible, infrastructure-backed
value.

By contrast, when companies act as recipients, their
sectoral distribution shifts toward a “universal risk ab-
sorption” profile that mirrors the broader market aver-
age. In this capacity, corporates utilize blended finance
across a wider array of sectors, such as agriculture (21
per cent) and financial services (27 per cent), not as a
primary investment target, but as a mechanism to sub-
sidize the high cost of localized operations and bridge
the bankability gap in fragmented markets.
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BUSINESS-LED BLENDED

FINANCE IN PRACTICE

These case examples highlight blended finance
transactions spanning diverse regions, sectors, fi-
nancial structures and sustainability focus areas.

Presented from the perspective of the companies
involved, these examples aim to demystify the
complexity of blended finance deal design and
implementation and highlight the range of ap-
proaches and structures possible. They dive into
the specific challenges companies face in the pro-
cess of developing blended finance deals, from
financial structuring to partnership navigation.
While these examples don't capture the full range
of ways companies engage in blended finance,
they offer practical insights into how businesses
can approach the structuring and execution of
blended finance transactions.
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BLENDED FINANCE
IN PRACTICE

CASE EXAMPLE 1

Port Talbot Steelworks first opened in 1901, serving as
an economic pillar of its namesake Welsh town ever
since. The largest steel plant in the United Kingdom
and one of the largest in the world, it has been owned
and operated by India's Tata Steel since 2007.

Despite its critical role in the UK's steel industry, Tata
Steel's subsidiary there had been operating at a loss al-
most continuously since 2007. At Port Talbot, the blast
furnaces were nearing the end of their operational life
and Tata Steel UK lacked the capital or creditworthi-
ness to invest in replacement assets. At the same time,
the UK's emissions reduction plans and rising carbon
costs made reinvestment in the traditional, high-car-
bon steelmaking process untenable. Without interven-
tion, the UK risked losing its primary flat steelmaking
capacity altogether, along with the 31,000 direct and
indirect jobs the plant supported.

Tata Steel UK identified Electric Arc Furnace (EAF)
technology as a lower-carbon and more resource-ef-
ficient alternative, leveraging the UK's abundant sup-

BLAST FURNACES

Blast furnaces produce new steel from iron ore using
coal (in the form of coke), which both fuels the process
and chemically reacts with the ore. They are the most
common process for steel production globally and one
of the most carbon-intensive industrial processes, re-
leasing large amounts of CO, and other greenhouse
gases. Blast furnaces often operate for 20-40 years,
making the transition away slow and costly.

11. IEA, Driving Energy Efficiency in Heavy Industries. (2021)
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ply of scrap steel. However, despite these advantages,
transitioning to electric furnaces would entail an es-
timated £1.25 billion in essential capital expenditure,
along with additional significant transition costs, in-
cluding plant closures, workforce reductions and
maintaining supply chains during the interim period.

This was a sum impossible for Tata Steel UK to cover
and far beyond the level of commercial investment it
could attract for this project. Tata Steel UK's financial
position and credit profile would not have supported
raising external capital at scale and the project’s risk-
return profile was insufficient on a standalone basis.
Blended finance was therefore necessary to bridge
this viability gap, with a £500 million grant from
the UK Government (approved in September 2024)
enabling project returns at a level that made it viable
and opened the door to future investment.

The electric furnace systems are expected to be fully
installed and functioning before 2030.

ELECTRIC ARC FURNACE (EAF)

Electric arc furnaces primarily melt scrap steel, where
the iron is already in metallic form. By using electricity
instead of coal to generate heat, they avoid the carbon-
intensive chemical reaction and significantly reduce CO,
emissions (particularly when run on renewable energy
sources). Importantly, EAFs rely on access to scrap
steel, which can constrain their scalability and viability
in certain markets.

IMPACT

Indicator

Climate and
environment

Result

The EAFs will cut direct CO, emissions from Port Talbot by approximately 90 per cent,
reducing annual emissions from 6.4 million to 0.6 million tonnes. In addition, this project will
significantly reduce particulate matter and other emissions [see box below].

This equates to around 50 million tonnes of emissions avoided over a decade and a roughly
7 per cent reduction in the UK's total industrial emissions.

Secured more than 5,000 jobs in the company and many thousands of jobs indirectly.
Just transition: 2,000-2,500 exits, more than 95 per cent voluntary. Support includes:

+ Enhanced severance packages including a comprehensive training programme as an
alternative for up to 12 months

Social. co- + Furloughs for up to 100 employees (60 per cent salary for up to 3 years)
benefits « £100m transition fund (£80 million provided by the government, £20 million from Tata
Steel), providing:
o Grants for local SMEs to help them transition into new markets or start new businesses
o A sponsored training programme for impacted individuals to retrain and find new jobs
o Mental health and well-being support to provide additional help to those affected
Country Preserves UK steelmaking and advances progress on the government pathway for industry
alignment emissions'?
SDG
Alignment
FINANCIAL PERFORMANCE
Indicator Result
With grant funding and required policy interventions, the project's CapEx costs were able to
Returns justify a target rate of return, which was higher than the cost of capital of the company and

(preliminary)

Market
demand

which it otherwise would not have been able to achieve. The costs of temporary loss funding
or restructuring were separate sunk costs for the business.

Strong domestic demand in the UK; during transition, Tata Steel sourced slabs and

coils from India, Europe, Brazil, Korea and elsewhere to keep rolling mills operating and
customers supplied. The UK's The UK Carbon Border Adjustment Mechanism (CBAM),
effective in Jan 2027, will apply comparable carbon costs to imported steel, levelling the
playing field and strengthening the long-term competitiveness of low-carbon UK steel —
reducing market and investment risk for the project.

ENVIRONMENTAL AND HEALTH IMPACTS OF THE SHIFT TO ELECTRIC ARC FURNACES
In addition to GHG emissions, blast furnaces emit particulate matter — solid particles and liquid droplets with
significant environmental and health impacts. The transition from blast furnaces at Port Talbot resulted in

Sulphur dioxide (S02)
Nitrogen oxides (NOx)
Particulate matter (PM10)

Fine particles (PM2.5)

reductions across a range of PMs:

Primary industrial pollutant 4 79 per cent

Key contributor to smog 4 74 per cent
Coarse breathable particles 4 88 per cent

Deep-lung penetrating particles 4 86 per cent

12. UK Parliament, House of Commons, Research Briefing: The UK's plans

and progress to reach net zero by 2050. (2026)
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BLENDED FINANCE
IN PRACTICE

Given the scale of this project, it required far-reach-
ing engagement across government, industry and civil
society. Discussions with the UK Government began
in 2021, with multiple project structures explored
over the following two years. A key milestone was a
high-level agreement between Tata Group's Chairper-
son and the UK Prime Minister in early 2023, followed
by a term sheet in September 2023.

Local Welsh authorities were closely involved in per-
mitting electricity grid access for the electric arc fur-
nace systems, a process streamlined by the strong,
long-standing partnership between Tata Steel and the
central government. Given that the project was aligned
with national priorities, the government provided sup-
port in navigating regulatory and administrative pro-
cesses efficiently.

In addition to government partners, Tata Steel devel-
oped strategic partnerships with fellow industry lead-
ers to deliver the Port Talbot EAF project. In October
2024, Tata Steel and Tenova, an ltalian metals tech-
nology manufacturer, signed a contract for the supply
of electric furnaces and related equipment, an agree-
ment that had been in development since spring 2022.
This, along with complementary agreements with ABB
for electrification and automation systems and JASO
Group for high-capacity process cranes in 2025, was
made possible by the joint investment from Tata Steel
and the UK Government. The government grant pro-
vided critical financial certainty, enabling Tata Steel to
secure long-lead equipment contracts and move the
project into the engineering and construction phase.

Throughout the whole project development process,
Tata Steel UK was also in negotiations with the trade
unions. Given the labor impact of closing the blast fur-
nace, Tata Steel had to account for around 2,500 job
reductions across the business while prioritising em-
ployee care and wellbeing. A multi-stage consultation
process with the UK Steel Committee ran from Feb-
ruary 2024, covering national issues before moving to
site-specific consultations at Port Talbot and down-
stream locations. Despite an initial ballot for industrial
action by Unite the Union, all action was suspended on
1 July 2024, enabling negotiations to continue.

A comprehensive support package was agreed on 22
May 2024 and a voluntary redundancy process was
launched on 10 July to minimise compulsory job loss-
es. Tata Steel also engaged with the Department for
Work and Pensions, Careers Wales and Neath Port Tal-
bot Council to provide practical transition support to
affected employees.

STRUCTURING & CAPITAL PERMITTING & 5 MONITORING &
NEGOTIATION DEPLOYMENT IMPLEMENTATION COMPLIANCE
/:bj{')ﬁ ’g'\

) (5
. 3
2 AZA
TATA STEEL & UK THIRD-PARTY TATA STEEL (EQUITY), LOCAL GOVERNMENTS UK GOVERNMENT
GOVERNMENT ADVISORS UK GOVERNMENT AND AUTHORITIES (Oversight)
(Joint lead) (Advisors) (GRANT FUNDING) (Support)
(Funding)

36

&

N J

NS /

Beyond capital, public authorities played a decisive
role in resolving structural and regulatory barriers
that financing alone could not address. The electricity
required to operate the new furnaces made a high-
voltage grid connection to Port Talbot essential for
the project to be technically and financially viable.
Additionally, this supply needed to be developed on the
same timeline as the project’s construction to avoid lag
time in bringing the new systems online. After nearly
four years of negotiations with the National Energy
System Operator, a deal was signed in May 2024 to
have the connection in place by 2027.1

The government also addressed the structural cost
challenges facing low-carbon steel production. The
UK Government's December 2023 announcement
of a Carbon Border Adjustment Mechanism (CBAM),
effective January 2027, was a critical policy enabler
for the Port Talbot project. Given high upfront capital
costs, electricity prices and the UK's carbon pricing
model, steel produced in the electric furnaces is
likely to be marginally more expensive than high-
carbon imported alternatives. CBAM addresses this by
applying comparable carbon costs to imports, levelling
the playing field and strengthening the long-term
competitiveness of low-carbon UK steel, reducing
market and investment risk for the project.

13. Tata Steel, Electricity connection agreed for green steelmaking. (2024)
14. UK Government, Statement on behalf of the Tata Steel / Port Talbot
Transition Boar,,d. (2026)

In 2025, the government further announced an increase
in the relief provided under the Network Charging
Compensation scheme, which provides energy-inten-
sive industries relief from electricity network charges,
from 60 per cent to 90 per cent (effective April 2026),
materially reducing Tata Steel's operating costs. The
Trade Remedies Authority also worked proactively to
fast-track a review of steel import quotas, ensuring
continuity of supply to customers during the transition
period.

Public sector engagement extended to the social di-
mension of the transition. The UK Government and
Tata Steel co-funded a £100 million transition fund
(E£80 million and £20 million respectively) governed
by the Tata Steel/Port Talbot Transition Board, which
includes representatives from the UK and Welsh gov-
ernments, local authorities and trade unions. The fund
supports reskilling, income assistance and targeted
support for local businesses. As of March 2026:%*

+ 60 companies in Tata Steel UK's supply chain award-
ed grants
+ 140 local businesses awarded grants

+ 85 new businesses created using grants for equip-
ment and training

+ 2,520 training courses procured and 1,100 qualifica-
tions and accreditations funded
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https://www.tatasteeluk.com/corporate/news/electricity-connection-agreed-for-green-steelmaking
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https://www.gov.uk/government/news/statement-on-behalf-of-the-tata-steel-port-talbot-transition-board--2

BLENDED FINANCE
IN PRACTICE

The Port Talbot transition was structured as a blended
finance transaction combining public grant funding with
corporate equity. The core project capital expenditure,
which was estimated at the time to be approximately
£1.25 billion, included a £500 million grant from the
UK Government (approximately 40 per cent), with the

remaining £750 million (approximately 60 per cent)
provided by Tata Steel as equity investment from its
parent entity in India. In addition, Tata Steel funded
the transition and restructuring losses incurred by the
business in the interim.

Port Talbot transition: funding structure & CapEx breakdown

Private-to-public capital leverage Ratio: 1.5:1

15
3 ﬁﬂ Tata Steel Equity:
- {115 ~£750m (-60%)
o 05
% ﬁ UK Government Grant:
S £500m (~40%)

Total Project CapEx: £1.25 Billion

The capital requirement extended well beyond
core expenditure. Legacy asset closure, workforce
restructuring, settlement of existing obligations and
interim supply chain costs pushed the total transition
commitment to over £2.5 billion. The UK government
grant played a catalytic role in enabling the investment.
Without public support, Tata Steel assessed that the
project would not have met internal return thresholds.
By de-risking the project, the grant also enabled the
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Above the cost of
capital for the Tata
Steel UK

Achieved with grant funding.

execution of contracts with industry partners for the
construction and deployment of the electric furnace
systems. Looking ahead, the company expects that
once these systems are operational and generating
stable cash flows, it will be well-positioned to raise
working capital facilities and financing for sustaining
and routine capital expenditure.

The Port Talbot transaction reflects a structured al-
location of risks between Tata Steel and the UK Gov-
ernment, where public capital and policy support were
used to address risks that could not be absorbed com-
mercially. The project faced multiple layers of risk, in-
cluding financial viability, execution complexity, regu-
latory uncertainty and social transition challenges.

Through a combination of grant funding, policy com-
mitments and conditional agreements, the UK Govern-
ment mitigated key downside risks, while Tata Steel

Capital expenditure High upfront cost for technology and
(new assets) equipment

Transition, operating Costs related to blast furnace closure,
costs and execution restructuring, interim operation of Port
risk Talbot and construction

Policy / regulatory Carbon pricing, electricity cost
risk uncertainty

Performance /
compliance risk

Failure to meet emissions, timeline and
job-related conditions

Social / workforce

risk Job losses and community impact

Given the public nature of the funding, the Port Talbot
project was subject to significant political and public
scrutiny and involved an extensive and multi-layered
due diligence process, reflecting both the scale of pub-
lic funding and the strategic importance of the project.

The UK Government undertook comprehensive finan-
cial, legal, technical and operational assessments.
Trade Unions also engaged an independent expert to
test the feasibility and robustness of the company's
plan. Additional political scrutiny was applied through
parliamentary inquiries where company leadership
provided evidence on the project’s rationale, transition
strategy and expected outcomes, as well as analysis
from union-appointed advisors on the social and eco-
nomic impacts.

Independent advisors were appointed to assess differ-
ent dimensions of the project:

* Financial (Financial consultant appointed by the
Government): review of financial projections, tax
compliance and existing financing arrangements

* Technical and engineering (Technical team ap-
pointed by the Government): Asset condition, feasi-
bility of the proposed electric arc furnace solution
and validation of CapEx assumptions.

retained responsibility for delivery, operational per-
formance and long-term commercial outcomes. The
government covered a minority portion of the project’s
capital expenditure, focusing on the most traceable
form of risk: funding new assets. Public funds were
not used to cover operating losses or transition costs,
showcasing the respective roles of private and public
sector partners in making blended projects like this
viable.

RISK BEARER MITIGATION MECHANISM

Blended finance structure (Government

Shared grant + Tata Steel equity)

Tata-led execution; global sourcing

Tata Steel during transition

Government policy commitments
(e.g., carbon mechanisms, energy
considerations)

UK Government

Grant conditions, milestones, reporting

Tata Steel obligations (repayment if unmet)

Shared “Just transition”: £100m transition fund

* Legal (Legal firm appointed by the Government):
review existing financing arrangements, draft the
Grant Funding and ancillary agreements.

* Workforce-focused assessment (Advisors appoint-
ed by the union, paid for by Tata Steel): Assessment
of the business case from a workforce perspective,
including evaluating alternatives to asset closure
and the implications for employment.

The process was rigorous and time-intensive, taking
over a year to complete. To ensure independence,
the government covered the majority of due diligence
costs, deducting from the grant £187,100 from the
grant value to cover the final due diligence report. This
arrangement reflected the public nature of the project
and its close alignment with government priorities.

The grant agreement included conditions beyond typi-
cal commercial financing, covering delivery timelines,
emissions targets, workforce treatment, reporting
obligations and standards for small businesses and
contractors. Enhanced transparency and information
sharing with the government were also required. Fail-
ure to meet agreed milestones or compliance obliga-
tions could trigger repayment.
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BLENDED FINANCE
IN PRACTICE

* Securing government commitment: Multi-year
negotiations were needed to align on both funding
(E500m grant) and policy support.

Timeline coordination: Such a complex project
required multiple workstreams to be completed
on the same timeline to ensure the project's
technical and financial viability, increasing the
need for consistent, close engagement with all
stakeholders.

Policy dependency and uncertainty: Project
viability relied on future policy conditions (carbon
pricing, energy costs, grid infrastructure), which
required assurance from the government.

Complex due diligence: Multi-party due diligence
(government, technical advisors, unions) took over
a year, adding time and coordination complexity.

Conditionality of public funding: Grant funding
came with strict conditions (milestones,
emissions, jobs, reporting), increasing the risk of
noncompliance and performance.

Intense public and political scrutiny: The
transaction was subject to significant public
accountability and scrutiny due to its impact
on the local workforce of Port Talbot, raising
reputational and execution pressure.
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Blended finance can unlock doors: The
introduction of a public grant improved the risk-
return profile, shifting the project from a negative
internal rate of return to an acceptable level
exceeding the cost of capital for Tata Steel UK,
thereby enabling internal investment approval
and unlocking corporate capital deployment.

Policy alignment is as critical as capital:
Carbon pricing mechanisms, energy pricing
considerations and infrastructure commitments
were key to making the project viable for public
capital injection.

Execution risk is significant in brown-to-green
transitions: Managing asset closure, workforce
transition and interim operations requires
substantial planning and operational capability.

Just transition is critical: Early and structured
support for workers and communities was
essential to navigating sensitive industrial
transformation and requires intentional time
allocation to ensure a truly equitable transition.

Long timelines must be anticipated: Multi-
year negotiations across changing governments
highlight the importance of persistence and cross-
party alignment.

CASE EXAMPLE 2

DIGITAL ACCESS FOR ALL IN ETHIOPIA

Ethiopia, with the support of the World Bank Group
(WBG) and the International Monetary Fund (IMF),
embarked on a broad liberalization program in 2018
to attract foreign investment and stimulate economic
growth. A central pillar of this program was focused on
the country's telecommunications system. Until then,
Ethiopia was one of a few countries with a national
monopoly on its telecommunications infrastructure,
a system that led to limited penetration of digital ac-
cess, particularly in rural areas. As of 2022, only 21 per
cent of the country had internet access, nearly half the
Sub-Saharan African average, curtailing participation
in critical economic and social tools such as e-com-
merce, digital payments and online education.®

In 2019, the Government opened a second license to
expand digital access and connectivity. Twelve firms
submitted bids, but in 2021, a consortium led by Sa-
faricom (Kenya), comprising Vodafone (UK), Vodacom
(South Africa), Sumitomo (Japan) and British Interna-
tional Investment (formerly the UK's Commonwealth
Development Corporation) was awarded the license
with a bid of $850 million. This marked one of the larg-
est foreign direct investments in Ethiopia's history.!®
As part of this investment, the consortium pledged a
long-term commitment to build nationwide digital in-
frastructure aimed at improving access, coverage and
quality of connectivity. The same year, the consortium
incorporated Safaricom Telecommunication Ethiopia
PLC to lead this transformative effort, leveraging the
consortium's operational expertise, frontier-market
experience and patient capital to deliver inclusive dig-
ital services.

15. IFC, PPP Project Briefs; Ethiopia: Telecom Liberalization (2022)
16. IFC, PPP Project Briefs; Ethiopia: Telecom Liberalization (2022)

The World Bank Group, via the IFC and Multilateral In-
vestment Guarantee Agency (MIGA), provided another
direct investment in 2023 to support the Safaricom
Ethiopia investment and development framework.
This additional support aimed to reinforce the funding
structure with more patient, long-term capital, en-
hance operational resilience and ESG standards and
foster alignment between government and regulatory
priorities in a complex and evolving market.

Due to Ethiopia's high-risk profile for infrastructure
investment, driven by chronic factors including for-
eign exchange shortages, high inflation, exchange
rate overvaluation and unsustainable external debt,
the World Bank Group'’s investment played a catalytic
role in advancing the project. IFC invested $157 mil-
lion in equity and a $100 million long-tenor loan, while
MIGA provided $1 billion in guarantees, including a
$76 million first-loss layer from the International De-
velopment Association’s Private Sector Window. This
blended architecture matched risk to the right capital,
lowered funding costs and introduced long-term debt
while mitigating political and early-stage risks through
IFC and MIGA support.

As CFOs, our edge is
staying forward-looking
while grounded and
leveraging relationships

to support strategy and
leadership. That’s blended
finance: aligning capital
and partnerships to
achieve what none can do
alone.”

Dilip Pal, CFO, Safaricom

17. IMF Staff Country Report No. 2024/253, Federal Democratic Republic of
Ethiopia (2024).
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BLENDED FINANCE
IN PRACTICE

RESULTS DELIVERED

IMPACT

Indicator

Job creation

Infrastructure
improvement

Country strategy
alignment

SDG Alignment

Result

Up to 1.5 million direct and indirect jobs expected (20,000 enabled so far through
Safaricom’s distribution partners and brand ambassadors)

Expanded 4G/5G coverage in urban and rural areas

Contributed to Ethiopia’s Digital Ethiopia 2025 strategy (connectivity + financial
inclusion)

ECENT WORE A PARINERSHPS
ECONOMIC GETWTH FOR THE GOALS

o &

FINANCIAL PERFORMANCE

Indicator

Market share

Market positioning

Risk-return profile
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Result

11.1 million customers by September 2025

Secured a mobile money license and launched M-PESA Ethiopia

The project is ongoing, but it is expected for Earnings Before Interest, Taxes,
Depreciation and Amortization (EBITDA) to break even in FY27

PARTNERSHIP BUILDING PROCESS

Once the Government opened up the new licensing
opportunity, Safaricom and Vodafone affiliates began
building the core operator consortium, bringing
essential operating expertise and a proven track record
in telecom rollouts across Africa and beyond, before
inviting Sumitomo and British International Investment
(BIl) to broaden the group's expertise and government
relationships. The consortium was formally solidified
ahead of the license award in May 2021.

The selection and integration of these partners was
driven not only by their capacity to invest capital, but
also by soft influence, including government support
from Kenya, South Africa, the UK and Japan, as well as
technical know-how in frontier markets and previous
partnerships with the DFls involved.

Aware that additional support was needed to deliver
the project, IFC and MIGA were brought in. This was a
natural progression of over four years of World Bank
Group activities and engagement in Ethiopia, focused

on the telecommunications sector and mobilization
of private sector investment. With past relationships
and shared goals between the consortium and IFC and
MIGA, their support for the project (in the form of equity
investment, loans and guarantees) was announced in
June 2023.'8 The deal was formally closed at a funding
ceremony in Addis Ababa, Ethiopia, in August 2023.

This project illustrates how blended finance deals can
bring together a wide range of stakeholders in complex
configurations. The success of these partnerships
was largely due to Safaricom beginning the process
early and leveraging its existing relationships across
the sector. The team also found that progress moved
faster when engaging the local offices of multilateral
partners rather than their global operations teams, as
local offices had a sharper understanding of Ethiopia’s
political and economic context at the time.

Government

Operator consortium

Strategic investor

Development finance
investors

The Ethiopian government (namely the Ministry of Finance and the Ethiopian
Communications Authority) liberalized and opened the telecom sector to private
development, issued Safaricom a licence to operate in the country and provided the
regulatory framework and spectrum needed to attract investors.

Vodacom (South Africa) and Safaricom (Kenya) — provided core operating expertise
and a track record in telecom rollouts across Africa and beyond.

Sumitomo (Japan) joined in 2022, bringing frontier-market experience (e.g., Myanmar
telecom liberalization) and appetite for long-term equity risk.

British International Investment (UK) added patient capital and sovereign backing
from the UK government, IFC brought structuring expertise and investor credibility as
an anchor investor and MIGA mitigated political risk through guarantees — together
reinforcing credibility in international markets and crowding in private capital.

18. IFC, Flagship Telecommunications Project to Bring Affordable, Reliable Internet and Mobile Services to Millions More in Ethiopia. (2023)
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BLENDED FINANCE
IN PRACTICE

FINANCING STRUCTURE AND SCALING

This blended package addressed Ethiopia’s high political and foreign exchange risk, providing private sector
partners with the confidence needed to accept a longer time horizon and frontier-market exposure.

Equity-focused at
inception

IFC participation

MIGA guarantees

Consortium capital
investment

MIGA Guarantees

(81 billion, including
$76 million IDA, PSW
First-loss) would
cover political/
currency losses for
those lenders if they
couldn't be paid.

Given the startup nature of the investment, the initial capital structure was heavily
equity-based to ensure stability and flexibility for growth.

IFC joined as both an equity investor ($157 million) and lender ($100 million long-
tenor loan), introducing patient, flexible capital beyond typical commercial terms.

$1 billion in risk cover, including a $76 million first-loss layer from the IDA Private
Sector Window, providing political and currency risk protection for consortium

investors.

Just under $2 hillion has been invested by the Consortium, as of September 2025.

Equity -
Business

consortium: . ............................................

Vodafone,
Vodacom, Safaricom,
Sumitomo, BlI
($1.989 billion*)

Equity - IFC
(8157.4 million)

IFC Long-Tenor Loan
($100 million)

*as of September 2025

Private-to-public capital
leverage ratio: 7.7:1

Long-term equity
commitment
ensuring operational
expertise

Catalytic equity

... anchoring, signaling

confidence

Flexible debt terms

beyond commercial

standards

CAPITAL STRUCTURE

CAPITAL LAYER FUNCTIONS

Consortium Equity
(Vodafone, Vodacom,
Safaricom, Sumitomo,
Bll) $1.989 billion*

(XX X ]
Equity-first, glide path to
debt: Begin with patient

equity to stabilize a
greenfield business

*as of September 2025
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IFC Equity IFC Long-tenor Debt
$157.4 million $100 million
(X X N ] [ X X X ]

Introduced once the
business stabilized,
providing flexible debt
terms beyond commercial
standards.

Catalytic equity anchoring,
signaling confidence

MIGA Guarantees
$1 billion

®0 00

Critical political &
currency risk cover

GUARANTEES IN BLENDED FINANCE

Guarantees are often structured with a first-loss or
subordinated layer funded by concessional capital. For
example, MIGA's provision of $1 billion in guarantees,
supported by a $76 million first-loss layer from the

IDA Private Sector Window, allowed early losses to
be absorbed by public capital and mobilized larger
volumes of private investment. For more information
about guarantees, please check Section 3 — Capital
Structuring.

While guarantees have been identified to be the most
effective instrument for mobilising private finance,*®

they are not the perfect fit for all projects or blended
finance deals. Guarantees usually only cover defined
risks (e.g. political risk or defined credit events) rather
than overall project performance, making them best
suited for projects with high upfront CapEx costs (e.g.
infrastructure and renewable energy) where project
finance and long debt tenors are the norm, rather than
projects that are more operational, fragmented or
where revenue is less predictable. For more information
about risk management instruments, please check
Section 3 — Risk Management.

RISK MITIGATION AND CAPITAL ALLOCATION

RISK TYPE CHALLENGE MITIGATION CAPITAL LAYER

FX shortages, non-

Currency risk floating exchange rate

Nascent liberalization,

Political and £

requlatory ledera.l governance,
instability

Capital Need for patient, long-

allocation term capital

Scenario planning in bid pricing; confidence in World Bank and
IMF reforms toward floating regime

$1billion MIGA guarantees (including $76million IDA PSW first-
loss); World Bank/IMF-backed legal and policy reforms

Consortium equity bore early-stage risk; IFC equity
($157million) plus long-tenor debt ($100million); MIGA shifted
sovereign/political risk

19. OECD, Development Co-operation Working Paper 97: The Role of Guarantees in Blended Finance. (2021)

45


https://www.oecd.org/content/dam/oecd/en/publications/reports/2021/06/the-role-of-guarantees-in-blended-finance_cef700a2/730e1498-en.pdf



https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:52020DC0301
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex:52020DC0301
https://www.irena.org/-/media/Files/IRENA/Agency/Publication/2025/Jun/IRENA_TEC_Enabling_GH2_North_Africa_2025.pdf
https://www.south2corridor.net/

BLENDED FINANCE
IN PRACTICE

The Italian H, Backbone will repurpose over 60 per cent
of Snam's existing gas pipeline network and build new
hydrogen-ready pipeline sections of the infrastructure,
providing transport capacity up to 4.4 million tonnes
per annum (Mtpa) of renewable hydrogen supply to
Europe, enabling up to 1.7 Mtpa of cross-border hy-
drogen flows from Italy to Austria.?® With an estimated
total cost of €4 billion, the project represents one of
Europe's earliest large-scale infrastructure hydrogen
investments led by a transmission system operator.

The project is being developed in a nascent hydrogen
market where:

* Regulatory frameworks are still under develop-
ment, with tariffs, cost-recovery mechanisms and
cross-border rules not yet fully defined.

* Market demand is emerging but not yet crystal-
lized, creating a typical chicken-and-egg dynamic:
infrastructure is needed to stimulate the market, but
market signals are required to justify investment.

+ Technical standards and cross-country operational
harmonization are ongoing, introducing coordination
and implementation risks.

Given the early development stage of the hydrogen
market and pending the definition of a regulatory
framework, in 2024, Snam sought public funding to
de-risk early-stage activities, specifically engineering
and feasibility study costs and enable the implementa-
tion of preliminary phases of the project. The company
applied for the Connecting Europe Facility for Energy
(CEF-Energy) grant programme, an EU funding pro-
gramme managed by the European Commission, ded-
icated to relevant cross-border infrastructure. In June
2025, Snam signed the grant agreement with the EU
Commission for a €24 million grant.

Indicator Result

Hydrogen import
capacity

Hydrogen export
capacity

Market demand

Climate contribution

s Y 1 ciaus

ACTHN

SDG alignment

23. SouthH,Corridor
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The CEF-Energy grant covers 50 per cent of the proj-
ect's engineering and feasibility study costs, with a
total eligible budget of €48 million. Snam will then
support the share of incurred spending not covered by
the grant with its own resources. This blended finance
approach enables early-stage activities to progress
while limiting Snam'’s exposure to market risk in an im-
mature sector.

= ITAHB VI & VII PCI list

—— New PMI VIl list: ITA-TUN
offshore pipeline

Up to 4.4 Mtpa from North Africa to Italy

Up to 1.7 Mtpa from Italy to Central Europe

Letters of Intent (non-binding commitments) for 2.5 Mtpa as early demand signals
from producers and off-takers confirming the strategic relevance of the asset

Enables replacement of fossil fuels in hard-to-abate sectors (steel, chemicals,
refining) aligned with European Green Deal objectives

PARTNERSHIP AND COLLABORATION STRUCTURE

Building the partnership and collaboration structure
for the Italian H, Backbone required the involvement
of multiple stakeholders within a supranational gover-
nance framework, including partner Transmission Sys-
tem Operators (TSOs) in Italy (Snam), Austria (TAG and
GCA) and Germany (Bayernets), national governments

ENGAGEMENT WITH THE
EUROPEAN COMMISSION

Snam applied for CEF- Energy
funding in 2024 and the Italian
Ha Backbone was selected

for funding by the European
Commission. The coordinated
engagement of project promoters
across different Member

States strengthened the overall
credibility, maturity and European
added value of the Italian section
of the SoutH, Corridor.

The key steps for partnership building were:

* Multi-TSO and value chain coordination: Snam has
engaged in mutual coordination with TSOs in Austria
and Germany to jointly assess the feasibility and im-
plementation of a hydrogen corridor from North Afri-
ca to Central Europe, covering technical design, sys-
tem harmonisation and the overall SoutH, Corridor
concept. In parallel, Snam and the other TSOs have
engaged with North African governments, renew-
able hydrogen developers and infrastructure stake-
holders (formalising in 2025 a Joint Declaration of
Intent between Italy, Germany, Austria, Algeria and
Tunisia).?* This continuous cross-border and val-
ue-chain dialogue reduces project uncertainty, sup-
ports the alignment of development timelines and
strengthens the overall investment case, thereby
improving eligibility and competitiveness for public
funding instruments.

Coordination across national governments, reg-
ulators and institutions: Snam and its partners
worked with national authorities to align on the devel-

and regulators, European institutions, financial institu-
tions and emerging hydrogen producers.

This framework relies on periodic cross-country co-
ordination to align project development, financing
options for hydrogen transport infrastructure, shared
timelines and evolving regulatory conditions.

MULTI-TSO AND VALUE CHAIN
COORDINATION

This continuous dialogue
reduces project uncertainty
and strengthens the overall
investment case, thereby
improving eligibility and
competitiveness for public
funding instruments.

PARTNERSHIP ‘

BUILDING

Engagement with national
authorities on aspects such as
development of H, regulatory
framework, permitting and
hydrogen quality standards, is
critical to ensure consistency
across all phases of the project
and reduce implementation risk.

opment of H2 regulatory frameworks, project design,
permitting and hydrogen quality standards. Contin-
uous coordination over these aspects is critical to
ensure consistency across all phases of the project
and to reduce implementation risk. Such alignment
also strengthens the project’s readiness and credi-
bility vis-a-vis public funding authorities, supporting
eligibility under public funding programmes.

* Engagement with the European Commission:
Following Snam’s 2024 application for CEF-Energy
funding and subsequent project evaluation phase,
the lItalian H, Backbone was selected for funding
by the European Commission. As part of the broad-
er SoutH, Corridor, parallel project segments in
neighboring countries have also been selected for
EU funding, reinforcing the corridor's cross-bor-
der coherence. While each infrastructure promoter
maintains independent financing arrangements, the
alignment of the national segments strengthened
the overall credibility and added value of the corridor
as a strategic transnational hydrogen infrastructure
initiative.

24. Federal Ministry for Economic Affairs and Energy, Joint political declaration of intent to develop the Southern Hydrogen Corridor signed by five countries in
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BLENDED FINANCE
IN PRACTICE

FINANCING STRUCTURE AND SCALING

Snam structured the initial development phase of the
Italian H, Backbone around a blended financing archi-
tecture focused on feasibility and engineering activi-
ties, combining:

+ A grant from CEF-Energy, covering 50 per cent of
eligible study costs equal to €48M; and

+ Snam’s own resources, covering 50 per cent of the
incurred cost not covered by the grant and ensuring
strong sponsor commitment and long-term owner-
ship of the project.

This structure supports a phased investment approach
in a nascent market with regulatory frameworks under
development. Rather than committing to full-scale in-
frastructure upfront, Snam limits its initial exposure to
the feasibility and engineering phase, co-financed by

This, in turn, lowers the level of investment that would
otherwise need to be recovered through tariffs during
the early market ramp-up, improving affordability for
end users and supporting market uptake.

Given the scale, complexity and cross-border rele-
vance of the project and the potential to further lever-
age CEF-Energy or other public funding sources in lat-
er phases, the involvement of MDBs and DFls will be
essential to complement public funding and mobilize
private capital. Their capacity to manage country-spe-
cific risks through sovereign relationships and insti-
tutional presence is particularly relevant for projects
such as the SoutH2 Corridor, which depend on stable
partnerships between Europe and North Africa. Early
engagement with these institutions can help identify
appropriate financing structures and risk-mitigation

the grant, while retaining the option to scale the proj-
ect to an estimated €4 billion investment.

By leveraging public funding in early and subsequent
phases, Snam can progressively scale the project
while reducing upfront financial exposure.

Italian H, Backbone financing structure
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CAPITAL ALLOCATION AND
RISK SHARING

In the absence of established tariff structures and
cost-recovery mechanisms, early investment in hy-
drogen transport infrastructure entails significant
non-remunerated risk. For the Italian H, Backbone,
the awarded CEF-Energy grant reduces Snam'’s finan-
cial exposure during this phase without pre-empting
future regulatory outcomes. At the same time, Snam
retains execution risk, technical responsibility and
long-term asset risk.

Co-financing the feasibility phase with corporate
equity ensures strong alignment of incentives and
demonstrates continued commitment to the project.
Moreover, beyond financial risk mitigation, the blend-
ed finance structure provides an important institu-
tional signal that enhances the project’s strategic
credibility and reduces key uncertainties related to
costs, timelines and implementation.

* Regulatory uncertainty: The lack of a defined
framework for hydrogen transport tariffs and
cost-recovery mechanisms creates significant rev-
enue risk for infrastructure operators. Additionally,
cross-border rules and harmonization are still in
development, which increases uncertainty in tariff
design and adds complexity in operational coordi-
nation.

* Market immaturity: A classic “chicken-and-egg”
problem exists where the initial hydrogen demand
is currently insufficient to commercially sustain
the massive infrastructure costs required for the
ramp-up phase. There is also limited precedent for
cross-border hydrogen tariff design.

 High barrier to entry for funding: Applicants are
required to demonstrate a robust project frame-
work, strong European relevance and committed
partnerships at an early stage.

* Coordination across countries and stakehold-
ers: Multi-country project development introduces
complexity. Aligning TSOs, regulators and inves-
tors across borders requires significant coordina-
tion to maintain timelines and ensure harmoniza-
tion of technical standards.

LESSONS LEARNED

* Project interdependence strengthens funding

eligibility: Strong alignment among linked infra-
structure segments and complementary initiatives
along the hydrogen value chain enhances project
coherence, maturity, cross-border impact and
European added value. These factors directly im-
prove competitiveness for grants like CEF-Energy.

Early engagement with MDBs and DFls strength-
ens future bankability: Multilateral development
banks and development finance institutions are
essential to mobilize private capital and provide
structured risk mitigation tools. Involving MDBs
and DFls at the pre-FEED stage helps align proj-
ects early with stringent ESG, governance and
technical standards, which can support future in-
vestment. While demanding, these requirements
enhance project maturity, sustainability and bank-
ability, better positioning large-scale infrastructure
projects to crowd in private capital in later phases.
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https://www.bundeswirtschaftsministerium.de/Redaktion/EN/Pressemitteilungen/2025/01/20250121-joint-political-declaration-of-intent-develop-southern-hydrogen-corridor.html
https://research-and-innovation.ec.europa.eu/funding/funding-opportunities/funding-programmes-and-open-calls/horizon-europe/cluster-4-digital-industry-and-space_en
https://research-and-innovation.ec.europa.eu/funding/funding-opportunities/funding-programmes-and-open-calls/horizon-europe/cluster-4-digital-industry-and-space_en
https://www.youtube.com/watch?v=5HjRKf0pZbY
https://www.fccco.com/en/w/digichecks-platform-validated-on-a465-motorway-extension-project-wales
https://www.fccco.com/en/w/digichecks-platform-validated-on-a465-motorway-extension-project-wales



https://www.giz.de/de/downloads/giz2025-en-scaling-up-aguas-firmes-fact-sheet.pdf
https://www.aguasfirmes.mx/en



https://www.developpp.de/en/
https://www.developpp.de/en/
https://www.bivica.org/file/view/id/7100
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https://www.convergence.finance/resource/blending-with-technical-assistance-2023/view
https://www.convergence.finance/resource/blending-with-technical-assistance-2023/view
https://www.oecd.org/en/publications/2025/09/oecd-dac-blended-finance-guidance-2025_8ea42fde.html
https://www.ifc.org/en/what-we-do/sector-expertise/blended-finance/how-blended-finance-works
https://www.convergence.finance/blended-finance
https://www.weforum.org/stories/2023/04/blended-finance-financial-intermediation-can-accelerate-sustainable-development/
https://www.weforum.org/stories/2023/04/blended-finance-financial-intermediation-can-accelerate-sustainable-development/
https://www.ifc.org/content/dam/ifc/doc/mgrt/2023-03-dfi-bcf-joint-report.pdf
https://www.ifc.org/content/dam/ifc/doc/mgrt/2023-03-dfi-bcf-joint-report.pdf
https://www.convergence.finance/resource/state-of-blended-finance-2024/view
https://www.convergence.finance/resource/state-of-blended-finance-2024/view






https://sdgprivatefinance.undp.org/sites/default/files/resource-documents/20230502-about-the-sdg-impact-standards.pdf
https://www.ifc.org/en/insights-reports/2012/ifc-performance-standards?s_kwcid=AL!18468!3!!!!x!!&gad_source=1&gad_campaignid=23774176469&gbraid=0AAAAAD5Nd_RiCBOkYoQh_xATXEneYzZfF&gclid=Cj0KCQjw_vnQBhCxARIsADcZyxJhUKlOpqe0AVJEAdEOOxsUHm8IRI9GKVHK9M0w3XNtf54oBDSAAtwaAlUvEALw_wcB
https://www.ifc.org/en/what-we-do/sector-expertise/sustainability/policies-and-standards/update-of-ifc-s-sustainability-framework
https://www.ifc.org/en/insights-reports/2018/201809-mdbs-additionality-framework

BLENDED FUN
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Blended finance offers companies a strategic pathway
to mobilize private capital for projects that deliver both
financial returns and measurable social or environ-
mental impact. For companies operating in emerging
markets or specific sectors such as climate-resilient
infrastructure, water access or sustainable agricul-
ture, blended funds can provide access to capital that
aligns with both business growth objectives and broad-
er development goals.
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https://www.guinnessworldrecords.com/world-records/779580-most-solar-pumps-installed-in-one-month









https://www.jointsdgfund.org/article/zimbabwes-renewable-energy-fund
https://www.jointsdgfund.org/where-we-work/zimbabwe
https://www.un.org/sites/un2.un.org/files/sdg7_energy_compact_of_resq_energy.pdf
https://aecweek.com/news/aew-2025-zimbabwe-introduces-5-pillar-energy-strategy-amid-9b-investment-drive



https://www.worldbank.org/en/country/zimbabwe/publication/country-economic-update-electrifying-zimbabwe-s-growth-through-reliable-and-universal-energy-access
https://www.afrobarometer.org/publication/ad952-zimbabweans-grow-increasingly-dissatisfied-with-governments-provision-of-electricity/






https://popp.undp.org/







CONCLUSION

The estimated $4 trillion annual financing gap for
the Sustainable Development Goals continues to
widen as public and private balance sheets are
constrained by growing economic and geopoliti-
cal uncertainty. Expanding the use of sustainable
finance approaches, such as blended finance, is
no longer optional.

As some of the largest recipients and on-the-
ground deployers of blended capital, increased
knowledge of and participation in blended finance
by business represents a significant opportuni-
ty for scale. Empowering business to structure
deals and tap into the over $24 billion** blend-
ed finance market, requires expanded collabora-
tion and inclusion across the public and private
spheres, with businesses treated as strategic
partners from the outset.

By approaching blended finance from the busi-
ness perspective, this Playbook fills a gap in
knowledge and guidance materials designed for
the real economies’ participation in the blended
finance ecosystem. It aims to demystify the pro-
cess and provide practical examples, insights and
approaches for companies across sectors and
geographies.

Grounded in consultations from across the finan-
cial ecosystem and data from Convergence, the
Playbook draws on real-world transactions, prac-

44, Market size in 2024, Convergence data
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titioner experiences and blended fund structures
to illustrate what business-led blended finance
looks like in practice and what it can achieve.

The real-world examples cited in this report
show the power of blended finance in improv-
ing the lives of people around the world. It has
helped keep the lights on at a steel factory in
Wales that is a linchpin of the local economy. It
is enabling a hydrogen power corridor that will
transport green energy from North Africa to It-
aly, Austria and Germany, while financing clean
water access for millions in sub-Saharan Africa,
Southeast Asia and Latin America.

Recognizing that blended finance's inherent flex-
ibility is part of its unique power, the included
Toolkit and Checklist are designed as practical
resources to help companies navigate the blend-
ed finance landscape in ways tailored to their
specific contexts.

Just as the blended finance market itself contin-
ues to expand, so too will the work of CFO Coali-
tion to bring in business as architects. Additional
examples of business-led blended finance will be
published on the website of the UN Global Com-
pact CFO Coalition for the SDGs, broadening the
range of regions, sectors and financial structures
represented and deepening the evidence base for
what business-led blended finance can achieve.
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