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1.Proposal Summary

This document presents the Sector-Thematic Transformational Investment Plan (s-TIP) for Mexico under
the Climate Investment Funds’ (CIF) Industry Decarbonization Program (IDP), with the aim of accelerating
the transition of high-emitting industries in Mexico to zero-carbon practices and unlocking investments in
low-carbon business models and technologies.

Mexico's s-TIP for CIF-IDP was prepared by the Mexican Ministry of Finance and Public Credit (SHCP)
with the support of the World Bank (WB), the International Finance Corporation (IFC), the Inter-American
Development Bank (IDB), and IDB Invest. The s-TIP presents the components that will assist the
Government of Mexico (GoM) in progressing towards a low-carbon, climate-resilient economy in line with
Mexico's commitments, simultaneously enhancing economic growth and industrial competitiveness in
the country.

The s-TIP is structured around a set of industrial transition pathways that directly reflect the strategic
priorities of Plan México, which position industrial decarbonization as a key driver of long-term
competitiveness for the country. This includes alignment with Mexico’s National Development Plan 2025-
2030, Plan Mexico, as well as with the country’s targets established in the National Determined
Contribution (NDC) 3.0 of reducing its net Greenhouse Gas (GHG) emissions to between 364 and 404
MtCO;, by 2035. These commitments emphasize systemic decarbonization across industries, energy
systems, and transport sectors. The s-TIP is also aligned with the objectives of the updated National
Climate Change Strategy (ENCC), which aims to achieve long-term carbon neutrality in the industrial
sector through clean, competitive and sustainable processes under a circular economy approach.

In the context of Mexico’s preparation for the strategic implementation of CIF-IDP, four cross-cutting
measures have been defined that will act as relevant transversal pillars for industrial decarbonization: (a)
Circular Economy and Resource Optimization; (b) Energy Efficiency and Technological Modernization; (c)
Grid decarbonization; and (d) Renewable energy for industrial Parks. These pillars build on core priority
areas to be addressed through the investments, relevant for the decarbonization of Mexico’s industry.

1.1. Objectives
The specific objectives of Mexico's s-TIP under CIF-IDP are to:

o Decarbonize high-emitting and hard-to-abate industries, particularly the Iron & Steel, Cement,
Aluminum, and Chemicals sectors, by increasing the adoption of low-carbon, sustainable, and
transformative technologies and supply chains;

e Decarbonize industrial sites/parks in Mexico through the deployment and integration of clean energy
and circular economy systems, including new renewable energy (RE) assets, battery energy storage
systems (BESS), upgraded electrical infrastructure, energy-efficiency measures, and waste and water
management solutions.

e Develop and scale the national electromobility value chain by strengthening strategic manufacturing
ecosystems linked to electric mobility and enabling the electrification of industrial operations and
workforce transport through electrified logistics and operational fleets, worker transport systems, and
associated charging infrastructure
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1.2. Expected outcomes

The CIF-IDP concessional resources will support private sector investment in the adoption of low-carbon
technologies in industrial sectors, in the development of renewable energy and storage solutions for
industrial parks/uses; in supporting national low-carbon manufacturing value chains; and in the
electrification of transport to decarbonize industrial operations and logistics facilities. These
interventions are structured to support distinct but interrelated industrial transition pathways aligned with
Plan México. These investments are expected to deliver meaningful reductions and the avoidance of GHG
emissions across Mexico’s industrial sector, while contributing to transformational change, by adopting
a gender-responsive, socially inclusive, and just transition approach relevant to address current financing,
technical, and social barriers within the country.

In this context, the CIF-IDP funds will be channeled through IFC and IDB Invest toward the priority areas
described in Section 1.1. above, with the following expected outcomes:

e Avoid 734,485 tons of carbon dioxide equivalent (tCO2e) per year from Mexico’s industrial sector,
aligned with national climate commitments and industry decarbonization goals.

e Achieve annual energy savings of 1417 GWh per year due to industrial decarbonization.

¢ Increase renewable energy installed capacity by 282 MW by 2035.

e Mobilize an estimated capital of USD 1.68 billion in total investment additional to CIF-IDP
concessional finance, by leveraging resources from MDBs, commercial financial institutions, and
other investors, thus contributing to Mexico's Sustainable Finance Mobilization Strategy (EMFS)
mobilization targets aimed at meeting the country's sustainable development targets.

e Strengthen the role of the private sector in driving Mexico’s industrial decarbonization by supporting
the growth of a sustainable portfolio that promotes the scaling up of green financing.

These investments will be complemented by Technical Assistance delivered through the World Bank
Group and the IDB Group, with the following expected outcomes:

e Improve policy, regulatory, and institutional enabling conditions for industrial decarbonization; and
e Enhance integration of Gender Equity, Social Inclusion (GESI), and just transition considerations into
industrial decarbonization strategies and project pipelines.

Furthermore, the implementation of the s-TIP in Mexico will contribute to the achievement of Sustainable
Development Goals (SDGs): (1) no poverty; (5) gender equality; (7) access to affordable, clean energy; (8)
decent work and economic growth; (9) industry, innovation, and infrastructure; (10) reduced inequalities;
and (13) climate action.

1.3. Program criteria, priorities, and budget

The investment plan is anchored in a strong private sector orientation, consistent with CIF requirements
to allocate a substantial share of resources to private sector—led interventions and to mobilize additional
capital at scale. This approach builds on Mexico’s dynamic financial ecosystem and the foundations
developed in recent years to deepen sustainable finance, including the strengthening of market
frameworks and instruments aligned with climate and sustainability objectives. It also reflects ongoing
government efforts to facilitate private investment through regulatory and institutional measures,
including recent initiatives aimed at accelerating investment processes in strategic sectors. In this
context, the s TIP leverages an enabling environment that supports the mobilization of private capital into
strategic, low carbon industrial investments. This approach also reflects SHCP's rationale to prioritize
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deployment efficiency and the use of limited sovereign borrowing capacity for other key national public
policy areas, while maintaining active oversight and governance during implementation of the IDP to
ensure alignment with national decarbonization priorities and Mexico’s sustainable finance strategy.

This private sector-led approach underpins the implementation of the industrial transition pathways
prioritized under Plan México, by enabling investment across industrial parks, low-carbon value chains,
and resource-efficient production systems. By mobilizing private capital at scale, the program supports
the systemic reconfiguration of industrial production, energy use, and logistics systems, rather than
isolated investments, and contributes to the emergence of integrated low-carbon industrial ecosystems.

Accordingly, CIF-IDP resources will be allocated to private-sector subprojects falling within the four
transversal pillars defined above and will be structured around the three components defined for Mexico’s
CIF-IDP, which operate in a coordinated and complementary manner to support these transition pathways.
Rather than functioning as independent investment streams, the components and associated MDB
interventions collectively address interlocking constraints—financial, technological, energy-related, and
institutional—thereby enabling the scaling and replication of low-carbon solutions across priority
industries, activities, and value chains in Mexico, as described below:

¢ Component 1: Decarbonization of hard-to-abate industries.

This component will support the scale-up of mature decarbonization projects with proven low-carbon
technologies across four high-emitting, hard-to-abate industrial sectors in Mexico: Iron & Steel, Aluminum,
Cement, and Chemicals. It will address first-mover, financing, and technological-maturity challenges,
thereby helping to de-risk investments and accelerate the deployment of innovative solutions.

An indicative budget of USD 160 million of CIF concessional resources will be allocated to this
Component, to be deployed as direct investments (debt, equity, or guarantees) to private companies and
projects, on a non-sovereign guaranteed basis, equally split between IFC and IDB Invest-USD 80 million
each.

e Component 2: Strategic decarbonization of industrial parks, facilities, and national
manufacturing ecosystems.

This component will focus on system-level decarbonization across industrial parks, facilities and
manufacturing clusters, by enabling clean energy systems, circular resource use, and low-carbon
manufacturing ecosystems—including logistics and mobility solutions—that serve industrial activity at
both facility and/or cluster level.

An indicative budget of USD 80 million in CIF concessional resources will be allocated to this component.
The resources will be channeled and equally divided between IFC and IDB Invest (USD 40 million each)
and provided as direct investment—debt, equity, or guarantees—to private companies and projects, on a
non-sovereign guaranteed basis.

e Component 3: Technical Assistance

This component will focus on providing eligible projects with analytical work, advisory services, and
capacity building interventions, to de-risk early-stage projects, strengthen enabling conditions, and
support the preparation of bankable investments across hard-to-abate industries, industrial parks and
facilities, and manufacturing ecosystems. This component will support projects in addressing barriers
related to the following aspects:
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(i) Studies for Investment Readiness and Prioritization. This component will support investment
readiness and improve project bankability through upstream and project preparation activities,
including techno-economic assessments, market analyses, energy audits, and pre-feasibility and
feasibility studies. Analytical support will cover key decarbonization solutions such as industrial
electrification, fuel switching, energy efficiency, waste heat recovery, alternative materials, carbon
capture, renewable energy and BESS for industrial parks and facilities, green hydrogen carriers,
circularity and waste valorization, energy-from-waste, and the electrification of freight and industrial
fleets. It will also assess demand, grid constraints, and onsite generation and storage opportunities
to help prioritize interventions with the highest potential impact.

(i) Project Management and Implementation Support. This component will support the transition from
project preparation to implementation through targeted, just-in-time assistance for coordination,
oversight, and execution. This includes technical workshops, stakeholder engagement and
communications, MRV systems, and coordination across private sector actors, ministries, and public
entities, helping reduce execution risks and strengthen coherence across actions.

(iii) Gender Equality and Social Inclusion (GESI), as the program mainstreams GESI considerations into
the industrial sector by supporting upstream and enabling-environment interventions that integrate
gender equality and just transition principles into policy frameworks and institutional conditions. At
the firm-level and industry-level, it provides direct advisory support to private sector actors, including
the development of social investment plans, GESI-responsive corporate strategies, and training,
upskilling, and reskilling programs linked to decarbonization investments.

(iv) Enabling Conditions and Policy Support. This component will strengthen enabling conditions by
helping to clarify regulatory pathways, supporting the upgrade or harmonization of norms, and
improving coordination across authorities in areas relevant to industrial decarbonization, while
coordinating with the multiple complementary initiatives are already underway to catalyze impact and
avoid duplication. In parallel, the technical assistance will support the advancement of the project
pipeline, through early-stage readiness support, and preparatory analyses, linking policy and
regulatory improvements directly to investment implementation.

The Technical Assistance (TA) component provides USD 10 million of CIF-IDP non-reimbursable funds
aimed at the development of studies for Project Development Assistance, as technoeconomic and
feasibility studies, enhancing project viability, increasing ambition toward climate targets, supporting
enabling conditions through policy and regulatory support, and promoting gender equality, social inclusion
and just transition interventions. Resources for the TA will be channeled through the World Bank Group
(IFC) and the Inter-American Development Bank Group (IDB and IDB Invest), with a budget of USD 5 million
for each MDB group. Given its private sector focus, the Investment Plan will follow a demand-driven
approach, operating on a first come, first serve basis, to ensure that the projects demonstrating the
highest degree of implementation readiness are implemented first, thus reducing the risk of idle funds,
accordingly, the components comprise indicative pipelines and budgets. Co-financing and mobilization
figures are based on expected financing of eligible projects but remain indicative and subject to change
based on the development of the pipeline, the specificities of projects, and overall market conditions and
financing environment. Out of the total, the following indicative values across components are:
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Financial resources (MM USD)
Concessional financing Co-financing’

CIF-IDP MDBs .
Components Private g ptotals

Sector
and

IDBG
IDB Invest others

IDB Invest

Component 1 -
Investment lines 79.125 - 79.125 160 160 800
for projects

Component 2 -
Strategic
decarbonization | 54 ;5 - 39.125 80 80 400
of industrial

parks and
manufacturing

MPIS
Reimbursable 1.75 - 1.75 -
funds
Subtotal
Reimbursable 120 - 120 1680
Funds

Component 3 -
Technical
Assistance
IDBG/WBG
MPIS TA
Allocation
Subtotal
Technical

3.80 0.97 475 -

0.20 0.03 0.25 -

Assistance
Totals

Eligible projects will need to: (i) demonstrate their contribution to decarbonization (e.g. potential for GHG
emissions reduction or avoidance, in at least one of the prioritized industrial sectors and/or uses; (ii)
demonstrate alignment/contribution to energy transition objectives defined in national plans as Mexico’s
NDC 3.0, Plan México, Mexico’s Sustainable Taxonomy, Mexico’s National Development Plan, and/or the
Program for Economic Development Poles for Wellbeing (PODECOBIS); (iii) take into account gender

1 Non-grant instruments (debt, equity, and guarantees) will be deployed on a project-specific basis. The proportional
split across instruments is not defined at this stage and will be determined during implementation.
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equity, social inclusion, and/or just transition considerations? (iv) comply with the social, environmental,
governance, fiduciary, and integrity criteria of the participating MDBs; and (v) comply with CIF-IDP
eligibility criteria.

2 Further details on GESI eligibility criteria in section 4.1
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2.Country Context

2.1. Current state of high-emitting industries

In 2023, Mexico's gross GHG emissions reached 759.4 MtCO,e (SEMARNAT, 2023). Considering the
emissions from industrial processes and product use (IPPU) and the emissions from energy combustion
in manufacturing and construction, the industrial sector, including non-extractive industries, accounted
for approximately 18% of the total national emissions (135.2 MtCO.e)3(SEMARNAT, 2025).

Mexico's industry is a central component of its economy due to its contribution to employment, foreign
trade, and national income. Mexico's industrial sector (including manufacturing) contributes 33.6 % of the
Gross Domestic Product (GDP) and constitutes a structural pillar of the country’s international trade
integration (Government of Mexico, 2025). The country’s external trade profile reflects the relevance of
the industry: in 2023, manufactured goods accounted for nearly 90% of the USD 593 billion exported
(BBVA Research, 2024). Furthermore, the country attracted a record of USD 36.1 billion in Foreign Direct
Investment (FDI), of which USD 18.1 billion flowed into manufacturing (Secretaria de Economia, 2023),
resulting in an inflow 27% higher than the previous year.

The exporting economy and FDI-driven industrial models are reflected in Mexico’s business profile. In
2024, up to 7.1 million firms were already registered (with around 240 thousand starting operations in
2024), of which about 11% operated in manufacturing. Together, these businesses form the backbone of
national employment (INEGI, 2025 b). In 2025, nearly one quarter of the country’s total employed
population of 59.8 million people, were engaged in industry-related activities (broadly defined to include
logistics and industrial services) of which almost 9.7 million workers are directly employed in
manufacturing (INEGI, 2025).

In Mexico, the industrial sector is dominated by micro and small-scale units. In 2024, 44.6% of the
businesses registered were engaged in commerce, 42.1% in services, and 11.3% in manufacturing. From
the 7.1 million firms by 2024, private and state-owned companies represented 5.4 million firms, employing
27.9 million people. Microenterprises accounted for 95.4% of the economic units operated by the private
sector and state-owned enterprises, while small and medium-sized enterprises (SMEs) accounted for
4.5%, and large enterprises accounted for 0.2% (INEGI, 2025 b). Out of the total of workers,
Microenterprises employed 41.4% of workers, SMEs employed 29.9%, and large companies employed
28.7% of workers. The Total Gross Census Value Added by these firms represents around USD $800
Billion (Around 15 trillion Mexican pesos), of which large companies represent 54.3%, while SMEs and
Micro represent 29.7% and 16% each. (INEGI, 2025 b).

Mexico’s production system is based on a set of large, energy- and carbon-intensive industries, with the
iron & steel, cement, aluminum, and chemical industries playing a key role by supplying essential
upstream inputs to other industries, such as construction, automotive manufacturing, and infrastructure.
Due to the key roles these sectors play in export-oriented value chains (77% of total merchandise exports,
according to Iniciativa Climatica de México), their production standards and GHG emissions profiles are

3 Industry sector comprises both the emissions of the Industrial Processes and Product Use (75.5 MtCO2e) and
Manufacturing and Construction Industries (59.7 MtCO2e).
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instrumental for Mexico to preserve access and competitiveness in premium markets (Iniciativa Climatica
de México, 2022).

Mexico’s industrial activity is highly concentrated in industrial parks and supported by a robust
automotive manufacturing base, both of which significantly shape the country's high-emitting industrial
landscape.

These parks host more than 4,000 companies, equivalent to roughly 12-15% of all industrial firms
nationwide, that employ over 3.7 million workers, representing an estimated 35-40% of total industrial
employment (AMPIP, 2026). States with a high density of industrial parks account for 98% of Mexico’s
manufactured exports, underscoring the central role of industrial parks in shaping the country’s
high-emitting industrial base (AMPIP, 2025).

In 2025, there were 477 industrial parks in operation nationwide, with nearly one-third of tenants belonging
to the automotive manufacturing and logistics-related sectors (AMPIP, 2026). These industrial hubs
account for an estimated 7% of Mexico’s total energy consumption. The automotive industry itself is
deeply integrated within the iron & steel and aluminum production, and its extensive supply chains further
amplify the sector’s influence on Mexico's industrial emissions and exports.

Beyond energy- and process-intensive production, industrial parks also concentrate a significant share of
Mexico’s industrial workforce and associated operational activities, including internal logistics, service
fleets, and daily workforce mobility. As a result, the decarbonization of industrial parks/uses increasingly
requires a systems-level approach that integrates clean energy supply, energy storage, electrified
operations, and supporting infrastructure (Plan Mexico, 2025), which can be deployed in a coordinated
manner to reduce operational emissions, improve energy-system efficiency, and support a just and
inclusive industrial transition.

The decarbonization of the industrial sector offers significant economic opportunities. The SISEPUEDE
model, prepared by Rand Corporation and Tecnoldgico de Monterrey.* shows that, under an “All Actions”
scenario, a combination of materials efficiency and substitution, energy efficiency and fuel switching, and
capturing or destroying remaining emissions, would reduce industrial GHG emissions in Mexico from
almost 191 MtCOze to 13 MtCO.e (by 2050). This would represent a reduction of 93%, delivering a net
benefit of $49 billion from fuel, electricity, and output savings and avoided pollution, which would offset
the costs of $43 billion for efficiency, CCS, and other technical changes.

2.2. National and international climate strategies, plans, and NDC

The Government commitments are articulated through the Plan Nacional de Desarrollo 2025-2030 (PND,
National Development Plan 2025-2030) which serves as the country’s overarching development
framework that frames public policy around governance, social well-being, economic equity, and
sustainable development, supported by transversal cross-cutting commitments to gender equality,
innovation, and the rights and inclusion of Indigenous and Afro-Mexican communities, ensuring that
development initiatives are socially inclusive, institutionally robust, and environmentally sustainable.
Mexico’s development vision, articulated in the PND and Plan México, frames industrial decarbonization

4 SISEPUEDE models the economic costs and benefits of decarbonization in Latin America (Including Mexico). This
model was developed as part of a research project commissioned by the IDB (Kalra, et al., 2023). The model and the

data are openly available at: https://sisepuede.readthedocs.io/en/latest/
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as a strategic driver of long-term competitiveness. Industry is a core pillar of Plan México, which places
strong emphasis on the expansion and modernization of manufacturing and productive sectors, the
strengthening of Mexico's position in regional and global value chains, and the support of strategic
industrial sectors identified as key drivers of growth and employment. By 2030, Plan México prioritizes
the strengthening of strategic value chains and the reduction of external dependencies, with objectives
including reaching 50% domestic content in strategic sector supply chains, increasing domestic
participation in public procurement to 50%, raising domestic value added in global value chains by 15%,
and creating 1.5 million jobs in specialized manufacturing. Plan Mexico also incorporates a territorial
development approach through the creation of Polos de Bienestar and new industrial parks, aimed at
aligning industrial clustering with regional vocations, employment generation, and improved living
conditions. Within this territorial and productive framework, the electrification of industrial operations—
including the transition of operational and logistics fleets and the deployment of charging infrastructure
within industrial parks—emerges as a complementary lever to strengthen domestic value chains and
enhance industrial competitiveness.

Furthermore, Plan México sets macroeconomic objectives, including annual GDP growth of 4% and an
investment rate exceeding 25% of GDP from 2026, rising above 28% by 2030 (Iniciativa Climatica de
México, 2022) (Plan Mexico, 2025). Given the scale of the industrial sector, public policy places emphasis
on transforming carbon-intensive industries such as cement, steel, and chemicals (Iniciativa Climatica de
México, 2022) (Gobierno de México, 2024), while also recognizing the need to strengthen climate
resilience in these sectors in light of increasing heat extremes, water scarcity, and supply-chain
disruptions that already affect industrial operations in multiple regions of the country (IPCC, 2023).

In this context, Mexico operationalizes its international climate commitments primarily through its NDC,
which constitutes the country’s principal climate policy instrument at the international level and sets
mitigation objectives, priority sectors, and guiding principles in line with national circumstances and
development priorities. The most recent update of the document, NDC 3.0, published in 2025, translates
this long-term vision into medium-term, internationally communicated, mitigation commitments under the
Paris Agreement. It incorporates mitigation objectives and targets into its public policy framework
(SEMARNAT, 2025), which contributes to the achievement of Sustainable Development Goals (SDGs) 13
(Climate Action), 7 (Affordable and Clean Energy), 9 (Industry, Innovation and Infrastructure), and 5
(Gender Equality), by integrating industrial decarbonization with economic and social development
objectives. Across all sectors, the NDC integrates cross-cutting principles, including just transition, social
inclusion, gender equality, and institutional strengthening, as guiding elements for the design and
implementation of mitigation actions. In addition, it reinforces adaptation by identifying climate-related
risks that could affect industrial productivity and energy reliability, thereby underscoring the relevance of
complementary financing mechanisms to help sectors anticipate and manage such risks. Building on this
sectoral and cross-cutting framework, Mexico’s NDC 3.0 establishes absolute economy-wide greenhouse
gas emissions limits for 2035. On an unconditional basis, Mexico commits to limiting net emissions to
364-404 MtCO,e by 2035, while on a conditional basis, subject to the availability of international finance,
technology transfer, and capacity building, net emissions would be limited to 332-363 MtCO,e. These
targets constitute Mexico’s mid-term mitigation milestones and are framed as part of a longer-term
pathway toward net-zero GHG emissions by 2050 (Government of Mexico, 2025).

Mexico’s climate policy architecture is structured around a set of complementary instruments that
operate at different time horizons and are anchored in the international climate framework. Mexico is a
Party to the United Nations Framework Convention on Climate Change (UNFCCC), as well as to the Paris
Agreement. Other international sectoral agreements that directly affect industry are the Kigali
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Amendment on the reduction of hydrofluorocarbons and the Global Methane Pledge (Gobierno de México,
2024).

The ENCC provides Mexico's long-term climate vision and strategic direction with a horizon of up to 40
years, steering mitigation and adaptation pathways across the economy (SEMARNAT, 2025). This
framework is translated into five-year action cycles through the Programa Especial de Cambio Climatico
(PECC, Special Climate Change Program), which functions as the main operational instrument under the
General Climate Change Law and establishes baselines, emissions projections, and actions. The PECC
2026-2030 is currently being updated to ensure full alignment with the new NDC 3.0 commitments, the
objectives of the PND 2025-2030, and federal sectoral programs (SEMARNAT, 2025). Finally, the Ley de
Planificacion y Transicion Energética (Planning and Energy Transition Law) establishes binding national
energy planning to guide Mexico's shift toward a cleaner, more efficient, and socially inclusive energy
system. It strengthens the energy transition by promoting clean energy, reducing emissions, ensuring
sustainable energy use, and reinforcing the role of state entities to safeguard sovereignty, justice,
reliability, and long-term competitiveness through five dedicated planning instruments --Plan de
Desarrollo del Sector Eléctrico (PLADESE, Electricity Sector Development Plan); Plan de Desarrollo del
Sector Hidrocarburos (PLADESHI, Hydrocarbons Sector Development Plan); and Plan para la Transicion
Energética y el Aprovechamiento Sustentable de la Energia (PLATEASE, Energy Transition and
Sustainable Use of Energy Plan), the National Energy Strategy, and the Sectoral Energy Programs)-- which
together provide the binding structure for long-term energy planning and coordination (Cdmara de
Diputados, 2025).

The mitigation policy for the industrial sector sets out a series of measures and lines of action aimed at
reducing emissions while supporting competitiveness and growth. Central to this approach is the
improvement of the industry’s environmental performance within the framework of Plan México and in
close collaboration with the private sector. This includes technological modernization, enhanced energy
efficiency, increased material circularity, greater use of renewable energy, substitution with biogenic
sources and alternative fuels, and the gradual adoption of innovative solutions, alongside the
electrification of industrial processes. The policy further promotes the phase-out of substances with high
global warming potential used in refrigerants, solvents, foams, and electrical systems, replacing them with
lower-impact alternatives. Sector-specific actions focus on advancing low-emissions pathways across
key industries, such as:

e Transitioning to low-carbon cement production through technological innovation and sustainable
inputs.

e Improving the energy and environmental sustainability of the chemical industry.

e Advancing low-emissions iron and steel production.

The industrial policy also supports the development of domestic supply chains, increases domestic value
added, and job creation in specialized manufacturing, while promoting a territorial approach to industrial
development through the expansion of industrial parks/uses and integrated infrastructure in less
industrialized regions (Plan Mexico, 2025).
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2.3. Socio-economic aspects

2.3.1. Socio-economic context

In 2025, Mexico's economic activity grew modestly, closing the year with an annual GDP expansion of
0.8% (Banco de México, 2026), reflecting a context of subdued industrial performance and persistent
structural challenges. While tertiary and primary activities registered moderate gains, the industrial sector
contracted by 1.1%, limiting overall economic growth (INEGI, 2026) (Banco de México, 2026). Despite this
environment, the labor market indicators showed a mixed performance: despite a historically low
unemployment rate of 2.46%, formal job creation stagnated, and labor informality remained above 54%,
limiting income security and social protection for a significant share of the workforce (INEGI, 2026).

Inflationary pressures continued to ease throughout 2025, with headline inflation ending at 3.69%, its
lowest year-end level since 2020 and within Banco de México's target range. However, core inflation
remained elevated at 4.33%, driven largely by- service prices (INEGI, 2026). Investment weakened amid
global uncertainty, slower industrial activity in the United States of America (USA), and continued volatility
in trade conditions. External trade continued to play a stabilizing role, driven primarily by strong
manufacturing exports, particularly in the automotive sector, which remained Mexico’s largest export
category in 2025.

Looking into 2026, Mexico’'s economy is expected to expand at a moderate pace, with most projections
placing GDP growth between 1.1% and 1.4%, supported by gradual improvements in investment and
stable manufacturing exports (Scotiabank, 2025). However, uncertainty related to global trade conditions
and domestic structural constraints is expected to continue weighing on the pace of recovery.

Overall, while macroeconomic conditions remained stable, the year was characterized by sluggish
domestic demand, limited investment dynamism, and persistent socio-economic disparities that posed
constraints for inclusive and sustainable industrial development (Baker Institute, 2025). Employment in
2025 was marked by economic fragility and labor-market distortions; while employment reached record
numbers and inflation moderated.

2.3.1.1. Different types of employment effects

Industrial decarbonization has the potential to generate important economic, productivity, and
employment benefits in Mexico. At the same time, the transition to lower-carbon production processes is
likely to reshape industrial employment patterns through changes in technologies, energy systems, supply
chains, and production organization. These effects will not be uniform across sectors. In some
subsectors, supported investments may generate new jobs in clean technology deployment, industrial
services, supply chain development, and supporting infrastructure. In others, especially in more mature or
emissions-intensive activities, the primary effect may be the transformation of existing jobs through
modernization, automation, electrification, and process change rather than large-scale net job creation.

2.3.1.2. Why just transition matters in this context

Industrial decarbonization will reshape production systems, labor demand, and territorial development
patterns, making it essential to ensure that transition pathways do not exacerbate existing inequalities or
exclude affected workers and communities. Beyond potential job displacement, transition risks also arise
from changing skill requirements, access to training, and unequal participation in emerging low-carbon
opportunities. Women, youth, and vulnerable groups are often less well positioned to benefit from
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industrial transformation due to structural barriers in education, labor markets, and workplace conditions.
Integrating just transition considerations across investment design and implementation supports
inclusive participation, workforce readiness, and socially sustainable outcomes consistent with a
whole-of-society approach.

2.3.1.3. Skills readiness and labor market conditions

These dynamics are reinforced by wider labor market conditions. Mexico’s industrial sectors form one of
the most productive and globally integrated parts of the economy, but they operate within a broader labor
market characterized by high informality, persistent wage and productivity gaps, and strong regional
disparities. Informality remains a major constraint on workers’ access to social protection, training,
finance, and stable working conditions, including in parts of industrial supply chains. At the same time,
educational attainment and workforce capabilities vary significantly across regions, with weaker access
to upper secondary, technical, and vocational training in the south and in rural areas. These factors directly
affect workers’ readiness to benefit from emerging green and digital roles. Many workers in
manufacturing already hold technical or tertiary qualifications, particularly in engineering, manufacturing,
and logistics, but that access to technical and vocational pathways remains uneven and often poorly
aligned with changing employer demand. This suggests that the challenge is not only the quantity of labor
available, but also the match between existing skills systems and the requirements of decarbonized
industrial production. Workforce transition measures should therefore be considered as part of industrial
investment design, including reskilling and upskilling, stronger linkages with technical institutions, and
practical pathways that help incumbent workers adapt to changes in production systems and job content.

2.3.1.4. Territorial dimensions

Attention to territorial dynamics is also essential. Industrial activity in Mexico is geographically
concentrated, and transition risks and opportunities are likely to be shaped by the characteristics of
specific industrial corridors, logistics nodes, manufacturing hubs, and carbon-intensive regions. The
distributional effects of industrial decarbonization will therefore depend in part on local labor markets,
transport connectivity, household vulnerability, and the availability of relevant training institutions and
workforce support systems. Notably, industrial parks and clusters can serve as effective platforms for
integrating gender equality, social inclusion, and just transition objectives across multiple enterprises,
rather than relying solely on actions taken by individual companies. At the cluster or park level, inclusive
practices may be implemented through shared services, unified standards, and tenant engagement.
Cluster-level standards and governance mechanisms can foster consistent approaches to occupational
health and safety, non-discrimination, and advancement into technical and operational roles, contributing
to the mitigation of persistent occupational segregation and access barriers experienced by women and
other underrepresented groups.

Aligning investment decisions with territorial labor market conditions can help maximize the employment
and competitiveness benefits of transition while reducing the risk that place-based inequalities are
reinforced.

2.3.1.5. National frameworks

Firms are required to align project design and workforce practices with Mexico’s established labor and
non-discrimination standards, such as the Ley Federal Laboral (Federal Labor Law) and workplace safety
provisions. These national frameworks provide the foundational requirements for job quality and risk
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management across all projects. However, it is key for industrial decarbonization financing to seek
alignment with Mexico’s Sustainable Taxonomy, which incorporates social objectives (including gender
equality) to ensure that investments not only comply with mandatory labor laws but also promote job
quality, opportunity, and inclusion. To further strengthen compliance and inclusivity, firms may reference
additional frameworks, such as anti-discrimination laws, mandatory workplace standards (including
NOMs like NOM-035°%), voluntary equality certification (NMX-R-025-SCFI-2015)°¢, as well as international
standards on non-discrimination.

2.3.2. Gender equality and social inclusion considerations

2.3.2.1. Unequal starting positions

Women and other groups facing exclusion barriers are not equally positioned to benefit from industrial
decarbonization opportunities. Existing patterns of inequality shape how the benefits and costs of
transition are likely to be distributed. Occupational segregation, unequal access to technical training,
differences in job quality and formality, unpaid care responsibilities, geographic disparities, and other
structural barriers influence who can access emerging opportunities and who may face greater transition
risks (ILO, 2024). Employment gains associated with climate-aligned industrial transformation are
therefore unlikely to be shared evenly across sectors, regions, and groups without deliberate action.

2.3.2.2. Gender-specific barriers

Gender disparities are particularly relevant. Women remain significantly underrepresented in the sectors
most closely associated with industrial decarbonization, especially in technical, operational, supervisory,
and managerial roles. Women are also more likely to be concentrated in lower-skill and lower-value
segments of manufacturing than in heavy and energy-intensive industries (ILO, 2024). These patterns
matter because many of the roles likely to expand under industrial decarbonization pathways are precisely
those from which women have historically been excluded.

These outcomes are linked to structural barriers rather than to lower overall capability. Limited access to
STEM and vocational pathways, occupational segregation by sector and task, workplace discrimination
and harassment, inadequate childcare provision, unsafe transport, exclusion from professional networks,
and the unequal distribution of unpaid care responsibilities all constrain women’s participation in
industrial sectors (UN WOMEN, 2023). Inclusion in the s-TIP should therefore not be framed only in terms
of participation numbers, but also in terms of retention, progression, leadership, safety, and quality of
work.

Women's leadership, retention, and workplace conditions

While participation in industrial sectors is important, inclusion also depends on women'’s ability to remain
in and progress within technical and operational roles. According to Instituto Nacional de Estadistica y
Geografia's (INEGI, National Institute of Statistic and Geography) Annual Manufacturing Industry Survey,

5 Official Mexican Standard NOM-035-STPS-2018, Psychosocial Risk Factors at Work-Identification, Analysis and
Prevention

6 Mexican Standard NMX-R-025-SCFI-2015 on Labor Equality and Non-Discrimination
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in 2024, women represented approximately 36.5% of the manufacturing workforce (INEGI, 2025a). In
absolute terms, the sector generated 4.8 million jobs in 2024, of which only 1.7 million were held by
women. Furthermore, according to INEGI, this percentage remained stable in 2022 and 2023, highlighting
an ongoing structural imbalance in women's participation in industrial employment. Barriers include
limited access to technical career pathways, workplace cultures in male-dominated industries, lack of
mentorship and leadership opportunities, and workplace safety concerns including harassment or
inadequate facilities. Addressing these issues is important not only for gender equality but also for
workforce stability and productivity. Industrial transition programs may therefore support women'’s
retention and progression by promoting safe and inclusive workplace environments, transparent
promotion pathways, leadership development opportunities, and grievance mechanisms that protect
workers’ rights (ILO, 2024).

In addition to barriers related to recruitment and progression, gender-based violence can directly affect
women's ability to enter, remain in, and advance within industrial employment. In male-dominated sectors,
this may include sexual harassment, intimidation, bullying, or other forms of violence and abuse in the
workplace, as well as safety concerns during commuting or shift work (ILO, 2024). These risks can
influence women'’s sector and job choices, reduce retention, and limit access to technical, operational,
and leadership pathways. Addressing gender-based violence is therefore relevant not only from a rights
perspective, but also as a practical condition for inclusive workforce participation and progression.

2.3.2.3. Wider social inclusion issues

The inclusion dimension extends beyond gender. Additional barriers may affect Indigenous and Afro-
Mexican communities, youth, older workers, persons with disabilities, and workers in informal or
precarious employment. These groups may face compounded disadvantages linked to poverty,
geographic exclusion, weaker access to formal jobs, lower access to skill-building systems, and reduced
visibility in employer recruitment and advancement pathways (OECD, 2025). In practice, this means that
industrial transition may reproduce existing inequalities unless project design, consultation processes,
and support systems are intentionally structured to broaden access.

2.3.3. Institutional and policy framework for an inclusive industrial transition
in Mexico

Social participation mechanisms

Mexico's transition toward a net-zero emissions economy is grounded in shared responsibility between
the State and society (Camara de Diputados, 2024). The legitimacy of decarbonization policies relies on
multi-stakeholder collaboration across government, international organizations, the private sector,
academia, and civil society (JOP, 2019).

In this context, public consultation mechanisms are relevant since they include free, prior, and informed
consultations for Indigenous Peoples and AfroMexican communities in line with the International Labor
Organization (ILO) Convention 169 and national jurisprudence, as well as national methodological
guidelines such as the Right to Free, Prior and Informed Consultation of Indigenous Peoples: Foundations,
Principles and Methodology for its Implementation by the Federal Public Administration. Tools such as
social impact assessments, community benefit agreements, dialogue platforms, and participatory
monitoring reinforce a socially grounded and- institutionally robust implementation (CANEF, 2018).
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On the other hand, consultative bodies, including the Climate Change Council and the Advisory Council
for the Energy Transition, support inclusive policy development and institutionalized cross-sector
dialogue (Camara de Diputados, 2015) (Camara de Diputados, 2024) and are complemented by explicit
obligations established in the Mexican legal framework, for example, the Ley General de Derechos de los
Pueblos y Comunidades Indigenas (LGDLPI, General Law on the Rights of Indigenous Peoples and
Communities), the Ley General de Equilibrio Ecolégico y Proteccion Ambiental (LGEEPA, General Law of
Ecological Balance and Environmental Protection), and the Social Impact Assessment requirements
under the Ley del Sector Eléctrico (LSE, Law of the Electric Sector), which mandate social consultations,
community participation, and impact mitigation processes as part of energy and infrastructure project
development (Camara de Diputados, 2026) (Camara de Diputados, 2025) (Camara de Diputados, 2023).

Labor, skills, and workforce transition institutions

The Servicio Nacional de Empleo provides an important entry point for labor market intermediation and
workforce support. While not designed specifically for industrial decarbonization, it can help connect
workers to formal employment opportunities and training pathways where transition-related workforce
adjustment is needed.

Mexico also has a substantial technical and vocational training base, including the Universidades
Tecnoldgicas y Politécnicas subsystem and wider public technical education pathways (UNESCO, 2018).
The report notes that many workers in manufacturing already hold upper secondary technical
qualifications or tertiary education, particularly in engineering, manufacturing, and logistics. However,
access to technical and vocational pathways remains uneven across regions, and alignment with
employer demand is often imperfect. This means that the s-TIP should not only rely on existing skills
institutions but should also strengthen linkages between industrial investment pipelines and training
systems.

A particularly important policy signal comes from Plan México, which includes a large-scale human capital
commitment focused on strategic sectors linked to industrial transformation, including advanced
manufacturing, clean technologies, and energy transition (Plan Mexico, 2025). The plan aims to train a
large number of professionals and technicians annually and explicitly links workforce development to
industrial transformation, regional opportunity, and inclusion of underrepresented groups, including
women. For the s-TIP, this provides an important policy anchor for linking industrial decarbonization
support to workforce readiness and regional training ecosystems.

Plan México is also relevant because it frames job growth in sectors such as EVs, batteries,
semiconductors, clean energy, and advanced manufacturing as part of a broader development strategy
intended to reduce poverty and inequality and support more regionally distributed opportunities. This
makes it a useful policy bridge between industrial transformation and inclusion objectives.

Gender equality and non-discrimination policy framework

Mexico has a solid legal architecture that embeds commitments to substantive equality. Internationally,
it has ratified the Convention on the Elimination of All Forms of Discrimination against Women (CEDAW)
and the ILO Conventions 100 (Equal Remuneration) and 111 (Discrimination in Employment) (OIT, 2023).
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National laws on equality, labor, and non-discrimination, along with NMX0257, promote equal pay, prevent
workplace violence, encourage shared care responsibilities, and ensure equitable- training opportunities
(OIT, 2023) (MARENCO, 2018). These frameworks align with national 2030 targets to narrow gender gaps
in labor participation and wages.

Industrial decarbonization offers opportunities to embed equality criteria, reduce structural biases, and
support reskilling. Mexico’s Sustainable Taxonomy (described in section 3.3) integrates gender objectives
into climate-aligned finance and uses the Gender Equality Index to assess performance across 20
economic sectors, helping identify investments that address gender gaps (Secretaria de Hacienda y
Crédito Publico, 2023).

Climate, industrial, and sustainable finance frameworks

Mexico’s climate and sustainable finance architecture also provides important entry points for integrating
inclusion into industrial decarbonization investments.

Mexico’'s Sustainable Taxonomy is particularly important because it explicitly links environmental and
social objectives, including gender equality. The taxonomy introduces criteria and indicators to assess
whether economic activities contribute to reducing gender gaps through employment, decision-making,
and working conditions (SHCP, 2023). This is highly relevant for the s-TIP because it creates a framework
through which industrial investments can be understood not only in terms of emissions reductions, but
also in terms of their social contribution.

Mexico’s climate policy framework also increasingly recognizes the social dimensions of transition
(Government of Mexico, 2025). The report notes that the NDC 3.0 development process and related
climate policy work are taking a more cross-cutting approach that incorporates gender equality, human
rights, and social inclusion. This is reinforced by collaboration between climate and gender institutions
and by the broader framing of industrial decarbonization in national strategy documents as part of a low-
emissions economy that should also be socially inclusive and territorially balanced.

The ENCC is also relevant because it situates decarbonization within a wider development framework
that includes decent work, social inclusion, and territorial balance (SEMARNAT, 2025). This supports the
use of the s-TIP not only as an emissions reduction instrument, but also as a tool for shaping more
inclusive patterns of industrial modernization.

Environmental and Social Remediation

Mexico maintains a comprehensive legal and institutional framework for environmental remediation of
industrial, mining, and petroleum sites. Laws such as the Ley de Responsabilidad Ambiental
(Environmental Liability Law) and the Ley General para la Gestién Integrada de Residuos (General Law for
Integrated Waste Management) outline responsibilities for restoration, waste handling, and long-term
control (Schmidt et al., 2013, p. IX; SEMARNAT, 2021, p. 7). Remediation efforts prioritize risk mitigation
and enabling productive reuse of land, often requiring Social Impact Assessments where community
impacts are expected. National practice includes stabilization, containment, and controlled soil
management, enabling reconversion of sites for public infrastructure, green areas, or ecological
restoration.

7 NMX-R-025-SCFI-2015, Igualdad Laboral y No Discriminacién
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Experiences

Mexico has implemented industry initiatives that integrate gender equity, community inclusion, and just
transition considerations. Engagement has extended beyond consultation to shared-value delivery,
oversight, and benefit-sharing.

Examples include local employment in remediation activities, skills training for post-closure transitions,
community investment agreements, and co-management committees that enhance transparency and
accountability. Cases in Veracruz and Guerrero demonstrate community-based environmental monitoring
and socioeconomic benefits. Large-scale transformations such as Parque Bicentenario and Fundidora
Monterrey illustrate the safe redevelopment of contaminated sites. Efforts like REDMEREE®—training over
5,000 people and awarding nearly 2,000 technical scholarships—and programs such as NifiaSTEM
strengthen women'’s participation in renewable energy, energy efficiency, and STEM pathways (CANEF,
2018, p. 55-56); (Schmidt et al., 2013, p. 77, 79, 193); (Gobierno de México et al., 2024, p. 460).

2.4. Gap and barrier analysis

Mexico faces structural gaps that limit the pace and scale of industrial decarbonization initiatives,
particularly in hard-to-abate sectors and in the development of clean-energy solutions for industrial
parks/uses and emerging electromobility manufacturing hubs. These gaps span regulatory policy and
enforcement, enabling infrastructure, technology readiness, access to finance, gender gaps, and human
capital. Limitations in grid capacity, innovation systems, and financial de-risking mechanisms hinder
investment in cross-cutting solutions. Addressing the specific constraints described below is essential to
translating identified decarbonization potential into investable opportunities.

2.4.1. Policy and Regulatory

The Government of Mexico continues to advance policy and regulatory instruments to guide the energy
transition and support private investment, including through the development of new legal frameworks,
secondary regulations currently under development, and recent measures to enable private sector
participation in priority energy segments. These efforts provide an evolving foundation for advancing
decarbonization objectives across energy-intensive sectors.

Notwithstanding these developments, implementation challenges persist. As of 2024, legislation
continued to present operational and enforcement gaps, as well as limited climate mitigation metrics,
which reduce its effectiveness in material- and energy-intensive sectors (SEMARNAT, 2024). For instance,
regulations under the Ley de Transicion Energética (LTE, Energy Transition Law) and the Ley de la
Industria Eléctrica (LIE, Electricity Industry Law) lack mandatory standards for replacing carbon-intensive
thermal processes (Camara de Diputados, 2015), and although the 2025 energy reform introduced a new
legal framework via the Secondary Laws (Secretaria de Energia, 2025), they did not establish any binding
requirements for the substitution of these processes.

Recently, the Comisién Nacional de Electricidad (CNE, National Electricity Commission) approved the
General Administrative Provisions for the integration of electricity energy storage systems and their

8 Red de Mujeres en Energia Renovable y Eficiencia Energética
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interconnection. These provisions define the requirements for integrating energy storage systems into
the Sistema Nacional de Electricidad (SEN, National Electric System), the guidelines for the services they
may provide, the modalities for participation, and the conditions that allow for their aggregated installation
(Diario Oficial de la Federacion, 2026). Moreover, the Secretaria de Energia (SENER, Secretariat of Energy)
has introduced new mechanisms to support the development of strategic generation and storage projects
aligned with the country’s binding planning framework, including measures to prioritize and expedite the
processing of permits, interconnection, and project evaluation. (Diario Oficial de la Federacion, 2026)

Currently, dedicated frameworks for Carbon Capture Use and Storage (CCUS) and green hydrogen --
technologies expected to play an important role in the long term in hard-to-abate sectors such as cement
and steel - remain under development, affecting the pace of their deployment (Iniciativa Climatica de
México, 2022) (CAF, 2023). At the same time, the adoption of these technologies depends on broader
enabling conditions, including access to low-carbon energy, supporting infrastructure, and continued
technological maturation, which are still evolving in parallel.

Recent reforms, however, have clarified certain aspects of the regulatory environment. The new energy
framework aims to strengthen long-term planning, provide more certainty to private investors, and
accelerate the energy transition (International Trade Administration, 2025). Under this framework, the
Comision Federal de Electricidad (CFE, Federal Electricity Commission) is mandated to control 54 percent
of the country’s electricity generation, while developing public-private co-investment models for the
remaining 46 percent. Transmission remains a state-owned responsibility, though the CFE may partner
with private actors to expand and modernize the grid. Given chronic underinvestment and fiscal
constraints, substantial private capital mobilization will be required to finance these upgrades.

Additionally, recent policy instruments such as the newly adopted PLADESE and Plan México emphasize
long-term energy planning and energy generation goals, but they do not address the missing industrial
decarbonization standards or the regulatory clarity required for clean-energy systems in industrial parks
and manufacturing clusters (Secretaria de Energia, 2025) (Government of Mexico, 2025). Persistent
regulatory uncertainty, ambiguous rules, and misaligned national, state, and municipal administrative
procedures continue to deter private investment in low-carbon technologies in the industrial sector.

Mexico's Ley de Planeacion y Transicion Energética (Planning and Energy Transition Law) establishes
five binding planning instruments that together form the country’s integrated energy-planning framework.
These include the National Energy Strategy, the Sectoral Energy Programs (PROSENER), PLADESE,
PLADESHI, and PLATEASE. These instruments guide the alignment of policies, permits, public
investments, and private participation across the energy sector, ensuring coherence with national
energy-transition objectives and long-term system needs. However, despite this formal architecture, the
implementation of these instruments continues to face challenges related to regulatory clarity and
misaligned national, state, and municipal administrative procedures, which can still create barriers for
timely permitting, investment decisions, and project execution.

PLADESE is Mexico's central, binding planning instrument for guiding the medium- and long-term
expansion and modernization of the SEN. It provides a 15-year outlook and is updated annually to ensure
secure, sufficient, dependable, and affordable electricity for the country. The PLADESE integrates key
programs, including the Binding Program for Installing and Retiring Power Centrals (PVIRCE) and the
expansion and modernization plans for the National Transmission Network (PAMRNT) and General
Distribution Networks (PAMRGD), to coordinate public and private investment. It incorporates demand
projections, economic growth forecasts, technological pathways, and clean energy deployment targets to
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strengthen national energy sovereignty, accelerate decarbonization, reduce technical losses, and expand
renewable generation.

In practice, while recent measures have sought to prioritize and expedite permitting and project
processing, challenges related to clarity around grid access, permit timelines, and coordination across
authorities may still affect the pace of planned investments. Inconsistencies between planning
instruments and their translation into enforceable regulations, as well as administrative fragmentation
across levels of government, can constraint the timely delivery of the reliable, low-carbon energy supply
required for hard-to-abate industrial processes and for industrial parks/uses supporting emerging
clean-industry value chains.

2.4.2. Technological

Hard-to-abate industrial sectors in Mexico are highly dependent on high-temperature thermal processes,
requiring the application of certain low-emissions technologies that are not yet widely commercialized
domestically (Iniciativa Climatica de México, 2022). Key options identified, including green hydrogen,
CCUS, advanced electrification, and renewable-based industrial applications, remain at early stages of
deployment or depend on supporting infrastructure and derisking mechanisms that are still under
development. In this context, the limited availability of regulatory and financial demand-side incentives
for low-carbon products remains, influencing the conditions for demonstration, learning, and early
deployment of these technologies, reducing market signals that could drive investment and scale. As a
result, the technological pathways required to decarbonize energy- and material-intensive industries are
currently associated with higher perceived risk and generally longer deployment timelines.

Electricity grid infrastructure is a critical bottleneck for both hard-to-abate industries and industrial
parks/uses seeking reliable, clean energy. The current system cannot support large-scale clean energy
integration, with congested transmission lines and limited clean power availability hindering industrial
investment (Iniciativa Climatica de México, 2022) (SEMARNAT, 2024). These constraints also limit the
development of enabling technologies such as energy storage.

Although the Mexican government has set up the state-owned entity Litio para México (LitioMX) to work
on exploring, processing, and industrializing lithium, a key input for battery manufacturing and
grid-flexibility solutions in industrial parks/uses, the national lithium value chain is still at an early stage
of development (LitioMX, 2025). While lithium and battery-grade materials can be imported when
domestic supply is limited, the lack of a mature local value chain limits efforts to build battery production
and storage systems with high levels of national content, and it limits the opportunities for a deeper
integration into the domestic industrial ecosystems.

2.4.3. Financial

Mobilizing capital for industrial decarbonization in Mexico is hindered less by funding availability than by
structural barriers to originating, de-risking, and scaling investments. Achieving sustainable development
goals requires around MXN 1.7 trillion (USD 100 billion) annually through 2030 (5.4% of 2023 GDP), with
industrial needs estimated at USD 6.7-10.8 billion (Iniciativa Climatica de México, 2022) (SHCP, 2024).
While Mexico has attracted long-term capital when risks are well allocated, evidenced by the BANOBRAS-
FONADIN credit enhancement platform, this mechanism operates as a risk mitigation tool to enhance
project bankability rather than a direct source of long-term capital, and its adaptation to industrial
decarbonization technologies remains limited (World Bank, 2025).
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In practice, there is a shortage of tailored financial instruments for high-risk, slow-return industrial
decarbonization projects, with traditional lenders hesitant to back unproven technologies. Industry actors
highlight strong demand for de-risking tools, such as partial guarantees, concessional and patient capital,
to mitigate technology risks and align financing with longer industrial investment cycles.

The core financial barrier is converting technical decarbonization opportunities into investable assets.
Emerging low-carbon technologies face high capital costs, performance risks, long payback periods, and
limited track records. These factors exceed the risk tolerance of commercial finance without dedicated
de-risking tools, financial products, stable revenue models, and regulatory clarity. Weak carbon pricing
signals and ongoing fossil fuel subsidies further distort returns, undermining investment incentives
(Osorio, Barbosa, Barbara, & Mogollén, 2025).

2.4.4. Gender equity

Beyond technology and finance constraints, gender inequalities may reduce absorptive capacity and slow
the deployment of industrial decarbonization solutions. These include lower labor-force participation,
occupational segregation, wage gaps, unequal access to technical training and productive assets, and
constraints linked to unpaid care work. Without targeted measures, these barriers may reduce the pool of
qualified workers for new technologies and limit equitable access to the economic opportunities
generated by the s-TIP.

Participation and wage gaps

The female labor force participation rate (45.1%) remains significantly below the male rate (74.6%); only
in the informal sector is female participation (54%) higher than male (46%) (INEGI, 2025) (INEGI, 2025 b).
This is also below the Latin American average of 51%, highlighting a structural participation gap. On
average, in Mexico, men earn 10-15% more than women for the same work, and 65% of women report
not owning high-value assets (World Bank, 2019). These disparities are evident in the industrial workforce,
where gender segregation persists. In the cement sector, women represent only 9.07% of the workforce
and earn on average 19% less than men (MX$4,240 vs MX$5,250) (Government of Mexico, 2026a). In
2023, women made up 39.5% of manufacturing employment, compared to 60.5% for men (INEGI, 20254,
p. 34). In the chemical industry, women’s monthly wages were 33% lower than men'’s in 2022, despite the
sector’s narrow participation gap (Iniciativa Climatica de México, 2022).

Occupational segregation and access barriers

Women are concentrated in administrative and service roles within industrial firms and related value
chains, while men hold most technical, operational, and managerial positions, reinforcing wage gaps and
limiting access to higher-value opportunities (OIT, 2023a). Structural barriers emerge well before labor
market entry. Only 9% of female students consider careers in STEM, compared with 28% of male students,
with similar gender gaps observed in vocational and technical education pathways, particularly in
programs related to engineering, manufacturing, and information and communication technologies (OIT,
2023a). These early constraints are compounded by barriers to asset ownership and access to credit,
limiting women'’s ability to participate in capital-intensive industrial sectors and to benefit from collateral-
based financing.

These workforce-readiness constraints also have an inclusion dimension. Women and other groups
facing exclusion barriers may be less able to access emerging technical opportunities where training
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pathways are inflexible, geographically concentrated, weakly linked to employers, or shaped around male-
dominated workforce norms.

Care burdens, workplace conditions, and progression

The disproportionate burden of unpaid care work further constrains full participation: women in paid
employment devote an average of 32.7 hours per week to care activities, compared with 14.8 hours for
men (OIT, 2023). In addition to barriers related to entry into industrial employment, women may also face
constraints to retention and advancement within sectors undergoing transition. These include limited
access to technical career pathways, workplace cultures in male-dominated industries, weak progression
into supervisory and managerial roles, and inadequate workplace conditions.

Safety and gender-based violence

Gender disparities in workplace safety conditions also persist in sectors where men dominate. Women
remain concentrated in lower-protection administrative positions, where limited safety training and weak
pathways into certified technical roles further constrain equitable participation. Gender-based violence,
including sexual harassment, intimidation, and unsafe commuting or shift-work conditions, can also
shape whether women enter, remain in, or progress within industrial jobs (UN WOMEN, 2023). These
factors should be considered alongside participation gaps, as they affect not only women'’s access to new
opportunities, but also their ability to benefit from industrial transition over time.

Intersectional disadvantages

Gender gaps in Mexico are further amplified when considering intersectional dimensions, particularly for
Indigenous and Afro-Mexican women, who face compounded structural disadvantages in the labor
market. Studies highlight that Indigenous women, in particular, accumulate disadvantages related to
ethnicity, class, and geographic exclusion, resulting in lower labor force participation, concentration in
precarious or informal jobs, and reduced access to skill-building ecosystems and industrial employment
pathways (Avila-Sdnchez M. de J. & Jauregui-Diaz J. A, 2023).

2.4.5. Broader Social Inclusion Barriers

Industrial transition may also reproduce wider patterns of exclusion unless barriers affecting other groups
are explicitly considered. Indigenous and Afro-Mexican populations continue to face significantly higher
levels of poverty, marginalization, and limited access to formal employment than the rest of the
population, driven by the interaction of ethnicity, gender, geography, and socioeconomic exclusion. Youth
may face weak access to stable technical pathways into higher-value industrial roles, while older workers
in emissions-intensive sectors may face greater risks of skills obsolescence as production systems
modernize (Global Centre for Pluralism, 2024). People with disabilities also continue to encounter barriers
in access to education, training, formal employment, and workplace accommodation. High levels of
informality further limit access to social protection, training, and transition support, particularly for
workers in peripheral supply-chain activities and vulnerable labor-market positions. Unless these barriers
are addressed explicitly, the benefits of industrial decarbonization may be concentrated among workers,
firms, and regions that are already better positioned to benefit.

In addition to structural barriers in education and labor markets, employer practices also influence access
to industrial employment opportunities. Recruitment procedures, workplace safety policies, career
progression pathways, and the availability of effective grievance mechanisms and channels for worker
voice influence whether women and other underrepresented groups are able to enter, remain in, and
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advance within industrial sectors. Without safe and trusted mechanisms to raise concerns, report
discrimination or harassment, and participate in workplace dialogue, formal access to jobs may not
translate into fair employment outcomes. Addressing these barriers may therefore require not only
expanded training opportunities, but also improvements in workplace system and employment practices.

The specific barriers addressed and the mix of measures applied will depend on the characteristics of
each project supported under the program (including sector, technology, location, workforce profile, and
supply-chain structure).

2.4.6. Workforce Readiness

Skills constraints constitute a barrier to the deployment of technology-intensive decarbonization
pathways. Company survey evidence indicates that a significant share of firms in Mexico report
difficulties in recruiting adequately trained technical staff: 46% report skill shortages, and 83% find training
misaligned with demands. The issue lies not just in workforce size but in the mismatch between training
and industry needs. Education and vocational systems are slow to adapt, with weak links to employers
and policymakers, limiting practical skills development (OECD, 2019) (Saget, C.; Vogt-Schilb, A; Luu, T.,
2020). Sustainability is often treated as a late-stage specialization rather than core training, while regional
disparities exacerbate local shortages, especially outside major hubs (OIT, 2024).

Moreover, labor-market conditions shape how effectively existing human capital can be mobilized for the
transition. Talent attraction constraints, driven by wage levels, working conditions, and overqualification,
limit the sector’s ability to accumulate operational experience (OECD, 2019).

Further, outward migration of skilled workers has been rising in recent years, reducing the availability of
human capital within the domestic economy. Available data show that this trend affects both men and
women, with women representing around 30% of Mexican migrants (OIT, 2023). This outward migration
of skilled workers, linked to limited access to equitable opportunities and inclusive workplace conditions,
further constrains the domestic talent pool required for innovation and industrial modernization. These
constraints suggest that workforce readiness is not only a skills issue, but also an inclusion and
implementation issue. To support a more equitable industrial transition, workforce development
responses under the s-TIP should consider whether training, recruitment, and progression pathways are
accessible to women, youth, Indigenous and Afro-Mexican populations, persons with disabilities, and
workers in vulnerable labor-market positions, as well as whether local institutions are equipped to support
these transitions.

These constraints highlight that workforce readiness challenges are not limited to the availability of skilled
labor, but also relate to how training systems, labor-market institutions, and employer practices align with
emerging industrial technologies. Addressing these gaps will require stronger coordination between
industry, training providers, and public institutions to ensure that workforce development pathways are
responsive to the evolving needs of industrial decarbonization.

2.4.7. Program justification

The analysis of Mexico’'s decarbonization needs across hard-to-abate industries and emerging
industrial-energy systems highlights the relevance of the CIF-IDP to address program-specific barriers, in
strong alignment with the priorities under Plan México and the broader climate and industrial policy
framework:
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Accelerate industrial decarbonization in hard-to-abate industries: Enable and scale deep
industrial decarbonization by upgrading infrastructure or assets and accelerating the deployment
and financing of low-carbon technologies and investments in emissions-intensive sectors.
Energy system level energy, infrastructure, and circular solutions for industrial activity:
Accelerate clean energy solutions and circular economy solutions for industrial parks, large
industrial energy users, and manufacturing ecosystems by scaling renewable generation, energy
storage, and low-carbon energy supply, while supporting battery manufacturing, charging
infrastructure, and the electrification of industrial and logistics fleets.

Social inclusion and workforce readiness: Support inclusive workforce development and a just
transition by addressing participation gaps, improving access for women and underrepresented
groups, and aligning training with emerging skills needs in hard-to-abate sectors (e.g.
electrification, energy management, charging infrastructure). CIF-IDP can mitigate labor market
inequalities through targeted training and improved workplace standards, prioritized where they
directly address key constraints and enable timely project implementation.

Cross-cutting finance needs: Expand access to tailored finance through concessional debt,
equity, and guarantees, to structure blended finance solutions that de-risk investments across the
two components.
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3.Industry Decarbonization Context

As mentioned in the previous section, Mexico’s industrial sector is a relevant pillar of the country’s
economy due to its contribution to employment, foreign trade, national income, and GDP. These large-
scale industries and their energy-intensive processes account for a significant share of the country’s GHG
emissions inventory, a challenge that the country is seeking to address through national decarbonization
policies and institutional frameworks, involving a broad range of stakeholders.

3.1. Overview of the industrial and energy sector

According to Mexico’s NDC 3.0 and considering emissions from industrial processes and product use
(IPPU) and emissions from energy combustion in manufacturing and construction, the industrial sector
accounted for approximately 18% of the country’s total emissions in 2024, ranking as Mexico's third-
largest emitting sector (SEMARNAT, 2025). When considering IPPU emissions only, emissions from
industrial activities increased from 32.5 MtCOze in 1990 to 75.5 MtCOze in 2022, more than doubling over
the period (SEMARNAT, 2025a).

Industrial emissions reflect the sector’s strong reliance on fossil fuels for thermal processes, feedstocks,
or transport, in energy-intensive processes such as the production of steel, cement, glass, chemicals, and
paper, and the technological characteristics of heavy industry. Approximately 53% of emissions originate
from industrial processes, while 47% are associated with fossil fuel combustion for process heat and
energy supply (Iniciativa Climatica de México, 2022).

Besides the industry’s relevant contribution to Mexico’s GHG inventory, the industry is the second-largest
energy consumer in Mexico, accounting for 27% of the total final energy consumption in 2023, equivalent
to 1,311 PJ. Electricity represented 48.4% of the industry's total final consumption (634.9 PJ), followed
by dry natural gas at 26.5% (347.6 PJ), while oil/oil products accounted for 16.8% (220.1 PJ) and
coal/coal products for 4.6%. Biofuels and waste contributed only to a 3.5% of the industrial consumption,
as shown in the following figures (SENER, 2025).
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Figure 1: National Energy demand per sector (PJ; %). Own elaboration based on: (SENER, 2025).
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Figure 2: Energy demand of the industrial sector (PJ; %). Own elaboration based on: (SENER,
2025).

The industrial sector's energy demand is highly driven by hard-to-abate industries, such as metallurgy,
construction, and the chemical industry. Major emissions are generated due to the energy-intensive
process of industrial emissions (Government of Mexico, 2025), as well as their reliance on fossil fuel
sources, including coke, coal, natural gas, and petroleum derivatives.

Considering that electricity represents a substantial portion of total final industrial energy consumption,
itis essential to assess the sources of electricity generation and the composition of the grid mix. Mexico’s
electricity mix is characterized by a high share of combined-cycle power plants, which accounted for 40%
(35 GW) of the national installed capacity (89 GW) in 2023. This share increased between 2013 and 2023,
in parallel with a decline in thermal power (from 57% in 2013 to 13% in 2023) (Secretaria de Energia, 2025).
Nevertheless, thermal power plants still play a relevant role in the electricity mix, contributing to 14% of
total installed capacity.

Among low-emission energy sources, hydropower had the largest share in 2023, with 12.6 GW of installed
capacity, equivalent to 13% of Mexico’s electricity composition. Wind and solar photovoltaic (PV) energy
each contribute approximately 8% to the installed composition, with 7.5 GW and 7.0 GW installed capacity,
respectively, as of 2023 (Secretaria de Energia, 2025). Decarbonizing the electricity grid is particularly
relevant, as electricity represents a third of the industrial sector’s energy consumption (33%), which is also
relevant if adopting low-carbon technologies through the electrification of industrial equipment and
processes. Investments in renewable power generation, infrastructure, equipment, and smart grids are
essential to decarbonize industry at scale and achieve high impact across Mexico's industrial value
chains. The following figure presents the change of total power installed capacity for the 2013-2023
period.
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Figure 3.Installed generation capacity in Mexico. Own elaboration based on: (SENER, 2025).°

In 2024, electricity generation relies predominantly on natural gas (62%), while renewable energy
sources reached only 18.9% of the total generation (IEA, 2026).

Regarding the main energy sources used for the prioritized industrial sectors, those vary depending on
the industry and are closely linked to the technological requirements of their core industrial processes.
Particularly, for the four industrial hard-to-abate sectors that the s-TIP will target, the main energy sources
are:

e In the Chemical industry, dry natural gas represented 77.2% of the energy consumption in 2023
(Secretaria de Energia, 2025, p. 87), with a carbon-intensive power mix remaining highly dependent
on fossil fuels.

e The energy consumption of the basic metal industries, which includes both the Iron & Steel and the
Aluminum industry, relies primarily on electricity, accounting for a 95.2% in 2023.

e For the manufacture of non-metallic mineral-based products, which includes cement and
cement-based production, dry natural gas and electricity have comparable shares, accounting
together for 88.9% of the total energy consumption in 2023 (for the manufacture of non-metallic
mineral-based products).

e Recent AMPIP data shows that, in 2025, the 477 existing industrial parks currently in operation have
an installed capacity of about 13.2 GW, which is expected to increase by approximately 2.43 GW
by2030 with the addition of 103 new parks. (AMPIP, 2026)

9 Licensed generation corresponds to a Mexican term that encompassed: Combined Cycle, Gas Turbine, Internal
Combustion, Bioenergy, and Efficient Co-generation. However, after 2019 the term was excluded, and the
information disaggregated as shown in the figure.
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Regarding the main energy sources used for the automotive sector, the known constant factor is fossil
fuels. However, regarding the only energy source in electromobility, it is expected that:

e Anincrease of about 200,000 electric vehicles by 2030 (IDEA, 2025) would consume about 480GWh™?
of electricity from the grid.

e Electrification of heavy-duty and commercial fleets therefore represents a high-impact
decarbonization opportunity. Available studies show that shifting heavy-duty vehicles from diesel to
electric powertrains can reduce GHG emissions by around 50% or more. Given that trucks and buses
account for over one-third of road-transport CO, emissions globally, scaling zero-emission heavy-duty
vehicles—supported by dedicated charging infrastructure in logistics hubs and industrial parks and
sites— can deliver outsized emissions-reduction benefits relative to fleet size (IEA, 2024).

3.2. Analysis of Mexico’s industrial portfolio

The Iron & Steel, Aluminum, Cement, and Chemical industries sit at the core of Mexico’s energy- and
carbon-intensive industries. These four hard-to-abate sectors are addressed with this s-TIP, as they have
shown potential for decarbonization when appropriately allocating financial resources, resulting in a
significant reduction of their GHG emitting profiles. In addition, the s-TIP considers decarbonization
opportunities in industrial parks and facilities, which concentrate energy-intensive activities, as well as in
the electromobility sector, given its growing relevance in the country’s industrial transformation.

3.2.1. Chemical Industry

The Chemical industry is a fundamental pillar of Mexico’s economy, participating in nearly 95% of the
country’s productive value chains and supplying essential inputs to manufacturing, agriculture,
construction, and consumer goods. Its production base includes basic petrochemicals, fertilizers, resins,
and specialty chemicals, making it a structurally embedded segment of the country’s industrial sector
(ANIQ, 2026). In 2024, the sector generated a gross value added (GVA) of 456.9 billion pesos, up 2.3%
year-over-year. It's estimated that the industry contributes over 2% of Mexico’s national GDP (EMIS, 2025).

The production is concentrated mainly in the State of Mexico, Guanajuato, and Mexico City, where a large
share of thermal equipment (Furnaces, Kilns, Heaters, Boilers, Evaporators, etc.) and associated
infrastructure is situated. This infrastructure is more than 20 years old, constraining energy performance
and technological flexibility (ANIQ, 2026).

In 2024, chemical production reached 21.2 Mt, including inorganic chemicals, petrochemicals,
agrochemicals and fertilizers, industrial gases, among other products. To meet the chemicals' domestic
demand, Mexico relies on external markets, as in the same year import volumes were estimated at 32.1
Mt, exceeding export volumes reported at 8.48 Mt"" (ANIQ, 2026).

10 Assuming an annual consumption of around 2,400 kWh and around 15,000 vehicle kilometers travelled (VKT),
with an efficiency of 0.16 kWh/km.

11 The statistics aggregate products belonging to the manufacturing chemical sector, according to the
classifications used in the Yearbook and Foreign Trade Statistics (SICM) of the Ministry of Economy. These include
inorganic chemicals, petrochemicals, resins and synthetic rubber, fibers, adhesives, agrochemicals and fertilizers,
pigments and dyes, industrial gases, and lubricants and greases.
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As for the contribution of the Chemical Industry in the national emissions inventory, the sector contributed
10.7 MtCO2 in 2023, of which 6.52 MtCO2e came from emissions associated with energy consumption
and 4.14 MtCO2e from Industrial Processes and Product Use (IPPU) (SEMARNAT, 2023). Within the IPPU
category, petrochemical production, carbon black, and fluorochemical production account for 80% of total
GHG emissions. In the same year, energy consumption accounted for approximately 12% of the total
energy consumption in the industrial sector (82.49 PJ). The main energy source for the chemical industry
is dry natural gas (Secretaria de Energia, 2025).

3.2.2. Cement

The Cement industry plays an important role through its linkages to construction, infrastructure, and
urban development. In 2022, cement production in Mexico reached 49.9 Mt, of which 96% was consumed
within the domestic market (CANACEM, 2023) . CANACEM estimates the sector represents 1.5% of
Mexico’s manufacturing GDP, supporting over 40 industrial value chains (Pro Mexico Industry, 2023).

In 2023, the country exported between USD 166 million and USD 274 million in cement products (primarily
Portland cement), positioning it among the world’s top exporters and relying heavily on the USA as its
main destination. Imports, by contrast, remained modest at roughly USD 22-48 million, consisting mainly
of specialized hydraulic and aluminous cements sourced from countries like the U.S. and the Netherlands
(WITS, 2023) (OEC, 2024).

In 2019, the sector emitted approximately 19 MtCO2e, with an emissions intensity of 0.69 tCO2e per ton
of cement produced. Limestone calcination accounts for nearly 70% of total emissions, while clinker kilns
account for more than 90% of process energy consumption (CAF, 2023) (Iniciativa Climéatica de México,
2022).

3.2.3. Iron and Steel

The Iron & Steel sector in Mexico comprises more than 40 companies covering the production,
processing, and commercialization of these products. In the year 2024, Mexico reached a steel production
of 13.8 Mt. The country has a deficit in steel products, as in 2024 imports of finished products amounted
to 12.6 Mt, exceeding exports of 3 Mt, reflecting the country’s reliance on external markets to meet
domestic needs (CANACERO, 2025) (Government of Mexico, 2025). According to the national institute of
statistics and geography of Mexico (INEGI), in 2022, the Iron & Steel basic production generated
approximately 140 billion pesos for Mexico's real GDP, representing around 0.5% of the country’s GDP for
the same period'?(INEGI, 2023).

Mexico shows a strong dominance of steel production via the Electric Arc Furnace (EAF) route,
corresponding to 93.5% in 2024 (Techsteel, 2025) (DEACERO, 2024) (DEACERO, 2025) (Reportacero,
2025) (Ternium, 2023). This route (known as the secondary route) is energy-intensive but generates
overall lower GHG emissions than the primary route (Blast Furnace — Basic Oxygen Furnace). Of this
production, 74% comes from steel scrap processing and 26% from the direct reduced iron (DRI) process.
Although Mexican production is dominated by the EAF route, much of this fleet was built one to three
decades ago, before today’s best-available technologies (BATs). Only 6.5% of the steel is produced
through the integrated Blast Furnace — Basic Oxygen Furnace (BF-BOF) primary route, which is highly CO2-

12 According to INGEI, Mexico’s GDP in 2022 was 28,483,642 million pesos.
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intensive. In 2023, approximately 10.9 Mt of steel scrap was processed as input to EAF production.
(CANACERO, 2025)

In 2023, the Iron & Steel sector contributed a total of 18.65MtCO2e, coming 7.29 MtCO2e the
manufacturing and construction industries and 11.37 MtCO2e from industrial processes and product use.
Due to the current production practices in Mexico described above, the emissions were around 1 tCO2
per ton of steel, 48% lower than the global average (SEMARNAT, 2023).

3.2.4. Aluminum industry

Mexico’s Aluminum industry has a lack of domestic capacity for alumina and no primary aluminum
production (Government of Mexico, 2025) (Shangai Metal Markets, 2025) (Ulbrinox, 2022). According to
INEGI, the basic production of aluminum in 2022 contributed 21 billion pesos, representing around 0.075%
of Mexico’s GDP for the same period (INEGI, 2023). The National Chamber of Aluminum expects that the
aluminum sector will create600,000 direct jobs and 1.5 million indirect jobs by 2030 (Pro Mexico Industry,
2024).

According to the National Inventory Report of Greenhouse Gas and Compound Emissions 1990-2022
(2025), there has been no primary aluminum production in the country since 2004. The aluminum value
chain is therefore highly dependent on imported raw materials and results in an industry highly exposed
to global market volatility and that constrains the growth of other manufacturing sectors such as the
automotive industry. Mexico’s imports of primary aluminum rose by approximately 76%, between 2020
and 2024,from 0.648 to 1.14 million tons. The imports are processed by national companies and are used
mainly in the production of automotive components (75%), in the construction industry, and in packaging
manufacturing®.

In terms of energy consumption, the basic metallic industry, which includes both the iron & steel and
aluminum industries, consumed 185 PJ in 2023, representing the highest energy consumption among the
main industrial branches reported in the National Energy Balance, corresponding to approximately 15% of
the industrial energy consumption. The basic metallic industry relies mostly on electricity, accounting for
95.2% of its total energy consumption (Secretaria de Energia, 2025)'4.

e As the Iron & Steel industry in Mexico predominantly operates through the EAF route, which relies
heavily on electricity, further significant emissions reductions depend on the use of electricity
generated from renewable sources. In this context, the decarbonization of the sector will depend
either on access to direct supplies of renewable electricity or on the decarbonization of Mexico's
electricity mix, which remains carbon-intensive and therefore acts as a bottleneck to decarbonizing
this sector.

e As the Aluminum industry in Mexico primarily operates through the secondary route, based on scrap
recycling, strengthening recycling and local processing is a strategic measure. For this secondary

13 Emissions from the secondary aluminum industry are reported in the inventory under “other sectors” or “other
manufacturing industries,” without an explicit breakdown of the emissions generated by this industry. Therefore,
specific emissions of the aluminum sector in Mexico have not been included in this analysis.

4 The National Energy Balance includes the iron & steel and the aluminum industry within the category of “Basic
Metal Industries” without providing an explicit breakdown of the electricity consumption attributable specifically to
those sectors.
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route, the main energy source is electricity, meaning that, similar to the Iron & Steel industry, the
decarbonization of the aluminum sector will depend on an electricity supply with a higher share of
renewable energy sources, whether supplied directly to the industrial facilities or through Mexico’s
national electricity grid.

3.2.5. Industrial parks and clusters

The Mexican Association of Private Industrial Parks (AMPIP) projects that investment in industrial parks
will increase 36.6% in 2026, reaching USD 5.83 billion, up from USD 4.26 billion in 2025 and USD 3.88
billion in 2024 (AMPIP, 2026). This accelerated growth—driven by supply chain relocation, advanced
logistics, and export manufacturing—reflects sustained confidence in Mexico as a strategic destination
for North American production and distribution.

The dynamism of nearshoring continues to open opportunities. The demand for industrial spaces exceeds
the supply in key markets — the north, Bajio, and the center of the country — driven by global companies,
which require modern infrastructure, logistics connectivity, and parks with immediate availability. This
phenomenon places Mexico at a competitive advantage, for Plan Mexico (Plan Mexico, 2025), this
translates into an industrial base capable of increasing national content and productive sophistication,
promoting exports of greater added value, and facilitating the scaling up of clean manufacturing,
electromobility, semiconductors, and advanced agribusiness.

This distribution allows Plan Mexico to articulate poles of regional development, connecting parks with
railway corridors, ports, logistics nodes, and agricultural and industrial production areas. The expansion
of parks—including 103 new parks under construction with more than 21.5 million m? (AMPIP, 2026) —
offers an ideal platform for comprehensive infrastructure, energy, and employment policies.

The dynamism of the sector creates conditions to move towards industrial low-carbon clusters — a model
aligned with international standards, Mexico's Sustainable Taxonomy, and industrial decarbonization
goals. Given that 66% of the investment projected for 2026 will be allocated to new parks and warehouses,
there is a unique window to integrate, from the outset, energy efficiency, integrated water management,
waste infrastructure, sustainable mobility, and green certifications.

Industrial parks play a strategic role because their energy demand is concentrated and predictable. In
2025, the 477 parks in operation were estimated to require around 13.2 GW of electrical capacity (AMPIP,
2026), a figure that will continue to rise as the 103 additional parks become operational by 2030. This
growing demand is further reinforced by the increasing presence of energy-intensive activities, including
data centers, which require continuous, high-reliability power supply and advanced cooling systems’.

A joint study by Mexican Association of Data Centers (MEXDC) and the International Data Corporation
(IDC) identified future projections for Mexico's data center industry: “By 2029, the number of data centers
in the country is expected to increase significantly, from the current 15 to an additional 73 new centers.
This expansion will necessitate a substantial increase in energy demand. (Valverde, 2024). In 2026, there
are 279 MW in operation, 205 MW under construction and 1,730 MW will be required for 2031 (Rivera,
2026).
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This demand profile creates favorable conditions for deploying on-site photovoltaic systems, microgrids
with storage, high-efficiency cogeneration, and electric-mobility infrastructure. Furthermore, recent
regulatory changes, including the 2025 rules that authorize interlinked self-supply generation of up to
20 MW, create new opportunities for parks to deploy clean-energy systems at scale (Camara de
Diputados, 2025).

3.2.6. Circular economy infrastructure

Mexico generates approximately 120,000 tons/day of solid waste of which around 46% corresponds to
organic waste (SEMARNAT, 2020), resulting in approximately 20 million tons/year of organic waste. In
2019, the waste sector accounted for around 7.37% of Mexico’s total emissions, largely driven from solid
waste disposal and wastewater treatment (INECC & SEMARNAT, 2022). Waste separation and recycling
infrastructure in Mexico remains limited, with around 47.8% of final disposal sites lacking the basic
infrastructure required for environmental protection, while recycling sites are not sufficient and treatment
capacities remain limited (SEMARNAT & INECC, 2020).

Circular economy measures, such as waste heat recovery, material reuse, byproduct valorization, and
process optimization, can reduce industrial energy demand and improve resource efficiency. Integrating
these measures enhances the effectiveness of decentralized energy systems by lowering peak loads,
reducing dependency on external energy supply, and improving the economic viability of distributed
generation and storage solutions, among others.

3.2.7. Automotive value chain and electromobility focus

The automotive sector represents 4.6% of the national GDP (AMIA, 2026); it has generated more than
100,000 jobs, and Mexico is the fourth-largest vehicle exporter globally and the largest in Latin America.
Production exceeded 3.9 million vehicles in 2024, with exports exceeding 173 billion dollars annually. This
dynamism has attracted historic investments: the country attracted more than 160 billion dollars in
manufacturing FDI between 2019-2024, of which about 20% belongs to the automotive sector.

Nearshoring has placed the sector at the center of the country's geoeconomic repositioning. Between
2020 and 2024, Mexico absorbed more than 50% of FDI associated with relocation in Latin America, due
to the need for the US to seek more resilient and diversified supply chains (INEGI, 2026a).

The transition to electric vehicles is accelerating structural changes. Mexico already produces more than
109,000 electric vehicles a year, of which it exports about 98%, mainly to the USA (IDEA, 2025). The
industry has announced multimillion-dollar investments in electromobility: Nuevo Ledn, San Luis Potosi,
and Puebla accounted for almost 60% of investments in 2023 in infrastructure associated with EVs,
batteries, and high-value components. On a global and national scale, the decarbonization of the
automotive industry requires more efficient, electrified, and digitized industrial processes. Investments
remain concentrated in assembly and infrastructure-related activities and have not yet translated into
large-scale deployment of capital in higher-risk segments of the EV value chain. Barriers including high
upfront capital requirements, technology and demand uncertainty, limited domestic supplier readiness,
and gaps in enabling infrastructure and skills continue to constrain the scaling of battery manufacturing
and related industrial decarbonization investments. Concessional finance is therefore required to de-risk
first-mover investments, crowd in private capital, and enable the development of higher-value,
lower-carbon segments of the automotive and battery value chains.
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Plan Mexico recognizes the automotive sector as the backbone of the new industrial and energy policy
for four reasons: a) substitution of imports through the strengthening of domestic content and local value
chains; b) promotion of energy sovereignty and reduction of emissions; (c) reindustrialization based on
clean technologies; and d) territorial integration and regional development (Government of Mexico, 2025).
In addition, the electromobility strategy considers infrastructure as a key cross-cutting axis (SEMARNAT,
2022).

Compliance with the Regional Content Value (75%) of the United States-Mexico-Canada Agreement
(USMCA), and relocation trends force a greater percentage of the added value of batteries and their
components to be produced in the region. Thus, Mexico could insert its local suppliers into the most
strategic EV chain. Mexico has differentiated capacities to develop high-value activities in the downstream
segment, which are the most relevant to increase national content: a) Assembly of cells, modules, and
packages (downstream), and b) Second use and recycling. In addition, the development of a national
battery chain has a multiplier effect on more than 30 industrial branches, including: metalworking and
machining, advanced chemicals, automotive electronics, automation and robotics, digital manufacturing
and the Industrial Internet of Things, specialty packaging, and energy infrastructure (IDEA, 2025).

Given the weight and logistics of battery packs, battery manufacturing is more likely to follow a vertically
integrated model, co-located with established industrial and automotive hubs rather than dispersed
across regions. In this context, Mexico is likely to see the emergence of state-level champions building on
existing capabilities. Sonora stands out under Plan Sonora, which prioritizes electromobility and the
energy transition and includes initiatives such as a battery laboratory and related research and training
infrastructure, alongside advanced manufacturing, electronics, mining potential, and international
logistics. The Bajio region (Guanajuato, Querétaro, San Luis Potosi) remains the most sophisticated
automotive cluster in the country and is well suited for the assembly of modules and battery packs, while
the Center (Puebla, State of Mexico) concentrates capabilities in automotive electronics, original
equipment manufacturers, and high-value auto parts (IDEA, 2025). This corridor coincides with the
territorial vision of Plan Mexico, which seeks to articulate clean energy infrastructure, modern industrial
corridors, and advanced manufacturing.

3.2.8. Electrification of commercial fleets and charging infrastructure linked to
industrial decarbonization

Mexico’s industrial decarbonization challenge extends beyond core production processes to include
logistics, internal transport, and operational mobility, particularly in energy-intensive sectors and industrial
parks. Heavy-duty and commercial vehicles play a disproportionate role in transport-related emissions,
due to their intensive use, reliance on diesel, and long operating lifetimes. Although trucks and buses
represent a minority of the vehicle fleet, they account for more than one-third of direct CO, emissions
from road transport globally, a pattern that is also reflected in Mexico’s emissions profile (IEA, 2024).

According to the National Inventory of Greenhouse Gas and Compound Emissions 1990-2022, the
transport sector remains the largest source of emissions in Mexico, with road freight accounting for the
dominant share within transport due to the prevalence of diesel-powered heavy-duty vehicles
(SEMARNAT, 2025a).

Under current grid conditions, electrification of heavy-duty vehicles can reduce GHG emissions by around
50% or more, while also reducing final energy consumption and eliminating tailpipe emissions of local
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pollutants (Serrano-Guevara & al., 2023). These characteristics make commercial fleet electrification a
high impact mitigation lever, particularly when targeted at industrial logistics, captive fleets, and high-
utilization routes.

The electrification of commercial and logistics fleets in Mexico is accelerating, particularly in
high-utilization segments such as last-mile delivery, urban logistics, and freight corridors. Market
assessments indicate that electric commercial vehicles—including trucks, vans, and buses—are gaining
traction (Foresights, 2025). Recent industry initiatives signal a growing pipeline of electric freight and
service vehicles, with private-sector coalitions alone indicating demand for more than 17 thousand
zero-emission commercial vehicles by 2030 (WBCSD, 2024).

The expansion of electric commercial fleets is occurring alongside rapid growth in charging infrastructure,
which is increasingly concentrated in private, fleet based, and workplace installations. According to the
Electromobility Association (EMA), Mexico closed 2025 with only 4,060 public charging points nationwide
by end 2025 (roughly 7% of the national total), with the remaining connections primarily residential,
corporate, or dealership-based, limiting the access to open, high-reliability charging for commercial
operations beyond controlled depots. Moreover, the pace of deployment has not kept up with adoption:
in 2025, electrified vehicle sales increased markedly while public charging expanded more moderately
(EMA, 2026), widening the infrastructure gap in the locations and formats most relevant to logistics and
industrial users. By way of scale, 4,060 public charging points across Mexico’s National Road Network
(989,287 km) (Mexico Projects Hub, 2026) implies approximately 0.41 public points per 100 km, a density
that falls short of commercial operational needs. The gap is even more pronounced when it comes to
high-power charging. This configuration reflects the operational reality of commercial fleets, which rely
primarily on depot, workplace, and hub based- charging rather than dispersed public infrastructure.

Industrial parks play a strategic role in this transition. As highlighted in Section 3.2.5, beyond their internal
energy demand, industrial parks are also highly dependable on external connectivity through freight
corridors and main highways, which are critical for distribution and logistics.

The concentration of manufacturing facilities, logistics operations, and fleet depots creates favorable
conditions for integrated solutions, combining fleet electrification with onsite renewable generation,
battery storage, and smart charging systems, while also enabling interoperable charging infrastructure
that supports trucks traveling industrial hubs, logistic centers, border crossings, and ports.

Integrating electric fleet charging infrastructure offers multiple system-level benefits:

e reduction of indirect emissions associated with industrial logistics and internal transport;

e decarbonization of medium- and long-haul freight movements linking industrial parks to export
routes and final destinations;

e improved utilization of on-site renewable energy and storage systems through managed charging;

e mitigation of peak load impacts on the grid via smart charging and demand response strategies;
and

e enhancement of industrial competitiveness through lower operating costs and improved energy
security, and strengthened access to low-carbon logistics for export-oriented industries.

Taken together, these technical, economic, and regulatory factors suggest that fleet electrification and
charging infrastructure should be understood as enabling components of industrial decarbonization,
rather than as standalone transport interventions.
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3.3. National low and zero carbon energy strategies

Besides the national climate strategies and plans, such as Plan Mexico and the ENCC described in Section
2.2, Mexico's willingness to decarbonize the industry is reflected by an existing set of policies, regulations,
and economic instruments that build on the country’s pathway to industrial decarbonization. Mexico’s
regulatory framework comprises binding provisions and fiscal and financial instruments designed to
promote investment in industrial decarbonization. These elements set targets, enable markets, establish
economic incentives, and guide financing flows, thereby providing the enabling conditions required for the
execution of targeted investments.

3.3.1. Legal Basis

e The General Law on Climate Change (Ley General de Cambio Climatico, LGCC) is the cornerstone
of national climate policy. It establishes an unconditional target to reduce GHG emissions by 22
% by 2030 and disaggregates this objective, setting a 5 % emissions reduction target for industry
by 2030. The LGCC authorizes the federal government to design instruments that promote the
competitiveness of productive sectors during the transition to a sustainable economy, including
financing mechanisms and emissions trading schemes (Iniciativa Climatica de México, 2022)
(Camara de Diputados, 2024).

e The Energy Planning and Transition Law, recently enacted, consolidates the institutional
framework for the energy transition with a focus on productive competitiveness. It establishes
the administration of the Energy Transition and Sustainable Energy Use Fund by the Secretary of
Energy, channeling public resources toward energy efficiency projects and clean technologies. It
also promotes research and technological development to address the innovation gap associated
with deep decarbonization (Camara de Diputados, 2025).

e The General Law for the Prevention and Integrated Management of Waste regulates the use of
industrial waste as inputs or alternative fuels in other production processes (Camara de
Diputados, 2023). This approach reduces the consumption of fossil fuels and virgin raw materials,
delivering direct economic benefits for industry.

e The General Circular Economy Law establishes fiscal, financial, and market-based instruments
to encourage circular production models. It introduces Extended Producer Responsibility,
obligating manufacturers and importers to organize and finance end-of-life management systems
for their products. It also promotes the substitution of virgin materials with secondary raw
materials where feasible, reducing dependence on primary resource extraction and strengthening
industrial material efficiency (Camara de Diputados, 2026).

3.3.2. Economic Instruments

The current institutional and legal frameworks regarding decarbonization within the Mexican
economy are aligned with national efforts such as the NDC 3.0 and the recently passed law on
Climate Change. These efforts include, among others, the federal carbon tax, the Emissions
Trading System (ETS), Mexico’s Sustainable Taxonomy (MST), and Clean Energy Certificates
(CELs).

In addition, taking into account that Mexico is a federal government, there are several economic
instruments at the subnational level, which are endorsed locally, such as the subnational carbon
taxes.
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Taken all together, these instruments not only aim to internalize environmental costs but also to
create enabling conditions for generating demand for low-carbon products and processes.
Implemented in coordination with other federal government entities and the financial sector,
these initiatives enhance coherence across climate policy instruments and progressively
strengthen the market signals needed to reduce offtake risk, promote the adoption of
sustainability standards, and enable procurement and financing schemes aligned with
decarbonization objectives. These efforts will continue to be strengthened over time.

In this regard, this section outlines the main existing instruments that, collectively, are beginning
to structure a demand environment for low-carbon industrial solutions.

Federal carbon tax (Special Tax on Production and Services, IEPS): A carbon component has been
in force since 2014, on a separate state level, and is established under the Special Tax on
Production and Services Law, which taxes fossil fuels according to their carbon content. Between
2014 and March 2024, it generated approximately MXN 66 billion (approximately USD 3.84 billion)
in revenue (Government of Mexico, 2025). The scheme allows tax compliance using carbon
credits generated by domestic projects, thereby incentivizing local investment in mitigation
activities (Cdmara de Diputados, 2025).

Subnational carbon taxes: In parallel, Mexico’'s carbon-pricing landscape is driven primarily by
subnational carbon taxes, rather than a federal carbon tax. According to the World Bank’s State
and Trends of Carbon Pricing, several Mexican states (including Durango, Querétaro, the State of
Mexico, Yucatan, and Zacatecas) have already implemented carbon taxes, while Guanajuato has
scheduled one for introduction. Others have not developed or planned it. These subnational
instruments remain modest in price and scope and, as the report highlights, carbon prices across
North America and Latin America, including Mexico, generally fall below the levels recommended
for achieving Paris-aligned emissions reductions (World bank, 2025).

The Emissions Trading System (Sistema de Comercio de Emisiones, SCE) had a pilot and
transition phase between 2020 and 2022. The pilot targeted industrial and energy facilities with
emissions above 100,000 tCO,e, accounting for nearly 90 % of reported emissions (Government
of Mexico, 2025) (SHCP, 2024). The ETS intends to establish a market for emissions and provide
compliance guidelines. Once in operation, it will be supported by the National Emissions Registry
(Registro Nacional de Emisiones, RENE), which will underpin the Measurement, Reporting, and
Verification (MRV) system and will require annual reporting from facilities with emissions above
25,000 tCO2e (Government of Mexico, 2025). The federal government planned to bring its
Emissions Trading System (ETS) into full operation by late 2025, enabling companies to meet
their obligations by fully offsetting their emissions through carbon credits’® (ICAP, 2026).
Mexico’'s Sustainable Taxonomy (TSM) has been developed in Mexico as a specialized
framework to guide financial instrument to mobilize capital toward transition-aligned activities.
The TSM is the core pillar of the Sustainable Finance Mobilization Strategy (EMFS), published in
2023, which sets out a roadmap to reorient the financial system. The TSM provides a
classification of economic activities considered sustainable, covering 124 activities across six
strategic sectors, and incorporates social objectives such as gender equality. The strategy has

6 Although the implementation of the mechanism was expected in 2025, it has not yet been fully realized. The

formalization of its operational phase remains ongoing, and efforts are currently underway to enable its full
implementation.

40

Official Use Only



an estimated potential to mobilize up to USD 846 billion between 2023 and 2030 toward projects
with positive environmental and social impacts (Government of Mexico, 2025).

e Clean Energy Certificates (Certificados de Energia Limpia, CELs) are certificates issued by the
regulatory authority, which certify the generation of a specific amount of electricity from clean
energy sources. They are used by load centers and electricity suppliers to comply with clean
energy obligations, thereby providing an additional revenue stream for clean energy projects and
supporting the business case for low-carbon electricity generation, critical for industrial
decarbonization. CELs constitute the main compliance instrument to meet targets included in the
LGCC and LTE by creating a market-based obligation for electricity consumers to source a share
of their consumption from clean energy. (Comisién Reguladora de Energia, 2018). Under the
updated regulatory framework, CELs are referenced within the transitory provisions of the
Secondary Regulation (RLESE, Reglamento de la Ley del Sector Eléctrico), indicating their
continued relevance within the system, although their detailed operationalization may be subject
to subsequent regulatory definitions and implementation measures.

e Subnational carbon taxes: In parallel, Mexico’s carbon-pricing landscape is driven primarily by
subnational carbon taxes, rather than a federal carbon tax. According to the World Bank’s State
and Trends of Carbon Pricing, several Mexican states (including Durango, Querétaro, the State of
Mexico, Yucatan, and Zacatecas) have already implemented carbon taxes, while Guanajuato has
scheduled one for introduction. Others have not developed or planned it. These subnational
instruments remain modest in price and scope and, as the report highlights, carbon prices across
North America and Latin America, including Mexico, generally fall below the levels recommended
for achieving Paris-aligned emissions reductions (World bank, 2025).

3.4. Institutional framework and capacity

Mexico has an advanced institutional and technical readiness to implement industrial decarbonization
programs. This capacity is underpinned by established governance arrangements, hierarchical planning,
operational instruments, and a network of actors with experience.

3.4.1. Governance
Federal institutions have clear roles in the implementation of climate and industrial policy.

e Secretaria de Hacienda y Crédito Publico (SHCP, Secretariat of Finance and Public Credit)
supports industrial transformation through fiscal and financial frameworks, most notably the
TSM, an official classification system designed to channel public and private capital toward
environmentally and socially sustainable activities across key industrial sectors such as
manufacturing, transport, construction, and energy (Secretaria de Hacienda y Crédito Publico,
2023)

e Secretaria de Medio Ambiente y Recursos Naturales (SEMARNAT, Secretariat of Environment
and Natural Resources) coordinates climate policy and operates instruments such as the
National Emissions Registry, and it works in close coordination with the National Institute of
Ecology and Climate Change (INECC) for preparing emissions inventories and policy
assessments.

e Secretaria de Energia (SENER, Secretariat of Energy) leads energy policy and planning. This
Secretary works in coordination with the National Commission for the Efficient Use of Energy
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(CONUEE), which acts as an implementation arm of the energy efficiency (EE) policy, designing
and executing EE programs (Government of Mexico, 2025).

e Secretaria de Economia (SE, Secretariat of Economy) leads industrial policy and plays a central
role in the development of strategic manufacturing clusters. SE oversees programs such as the
Polos de Desarrollo Econdmico para el Bienestar, which aim to strengthen domestic value-added
in clean-technology supply chains and to promote regional development through industrial
corridors (Secretaria de Economia, 2026).

e National development banks such as NAFIN, Banobras, and Bancomext channel financing
toward industrial modernization, each with complementary mandates. NAFIN focuses on SME
productivity and green technology adoption; Banobras concentrates on public and sub-national
infrastructure financing, including energy, transport and enabling works; and Bancomext
supports export-oriented manufacturing and global value-chain integration. Private-sector
participation in industry decarbonization occurs mainly through industry associations such as
CANACEM, CANACERO, and ANIQ, which collaborate on technology adoption and sectoral
roadmaps. Academia, civil society, the Climate Change Council, trade unions, and communities
contribute expertise, oversight, and social dialogue to support a just transition.

3.5. Role of private sector, innovation, and leveraging resources

This section describes the current role of the private sector in advancing industrial decarbonization in
Mexico, with a focus on understanding the maturity, scale, and limitations of existing private-sector
initiatives. It aims to describe that while private actors are increasingly engaging in low-carbon solutions
across key industrial sectors and industrial parks, most initiatives remain at pilot or early-deployment
stages, underscoring the need for concessional and blended finance to enable scale-up and replication.

Private-sector engagement in industrial decarbonization is growing across Mexico's hard-to-abate
sectors and industrial parks, driven by competitiveness pressures, export-market requirements, and
alignment with national climate objectives. Leading firms and industrial developers are exploring
low-carbon solutions such as fuel switching, advanced electrification, circular-economy applications, and
carbon-management options (WRI, 2020).

While public policy provides the enabling framework, large-scale deployment of low-carbon technologies
in the target sectors ultimately depends on private investment decisions, especially in the iron and steel,
chemicals, cement, aluminum, industrial parks/uses, and electro-mobility sectors. Additionally,
companies can implement low-carbon technologies in line with NDC 3.0 and the evolving national
frameworks (ENCC update, PRODESEN/PLADESE).

In the case of Mexico’s automotive industry, one of the country’s largest manufacturing sectors and export
drivers, is increasingly integrating sustainability practices into production and supply chains. Major OEMs
operating in Mexico have implemented initiatives, including increasing on-site renewables and
energy-efficiency in plants, adopting circular-economy practices (e.g., battery/material recovery and
recycled aluminum) and pilot second-life applications for batteries; scaling EV production, alongside the
electrification of operational and logistics fleets serving manufacturing facilities; implementing
water-efficiency measures in water-stressed regions (Editorial, 2025)

On the other hand, the cement industry has developed a national decarbonization roadmap aligned with

the Global Cement and Concrete Association’s net-zero pathway. Key measures include increasing co-
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processing of alternative fuels and waste; reducing clinker-to-cement ratios; deploying CCUS
technologies; and improving energy efficiency in kiln operations. However, most of these initiatives
remain pilot-scale, first-of-a-kind, or early-stage demonstrations, primarily aimed at testing technical
feasibility, operational integration, and economic viability rather than commercial rollout at scale.

Likewise, companies such as CEMEX are developing CCUS pilot projects across several regions, with an
estimated potential to capture more than 3 MtCO, per year across their global portfolio (CEMEX, 2022).
CANACEM and FICEM have published a Mexico-specific roadmap toward neutrality, with 2030 waypoints
(e.g., co-processing scale-up and lower clinker-to-cement ratios) that dovetail with global net-zero
trajectories (CANACEM, 2023). These efforts are primarily exploratory in nature and remain subject to
high uncertainty regarding cost structures, long-term performance, regulatory treatment, and viable
revenue or offtake models. These projects have the intention of proving that they are feasible at
commercial scale in Mexico.

Mexico’s industrial infrastructure also creates enabling conditions for private sector innovation. Industrial
parks developers and large industrial tenants are beginning to integrate renewable energy procurement,
energy-efficiency measures, and selected circular-economy solutions. The sector is expanding rapidly in
response to nearshoring dynamics, with more than 100 additional industrial parks currently under
development or in the planning stages (AMPIP, 2026). Nevertheless, these efforts are typically
implemented on a site-by-site basis and remain constrained by energy-system integration challenges,
limited availability of long-term capital, and the absence of scalable financial structures.

Overall, the current landscape of private-sector action in industrial decarbonization is characterized by
early-deployment stages rather than scale. High capital intensity, long payback periods,
technology-integration risks, and uncertain demand for low-carbon products continue to limit replication
and broader deployment.

In this context, CIF-IDP concessional finance is critical to bridge the gap between early-deployment
initiatives and commercial-scale investments, by de-risking first movers, supporting learning effects,
enabling replication across sectors and industrial parks, and mobilizing additional private and MDB
financing. Rather than substituting private investment, CIF-IDP resources are designed to accelerate
market formation and unlock transformational change across Mexico's industrial ecosystem.
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4.Program Description

The concessional resources of CIF-IDP will enable a higher participation of the private sector in
decarbonization projects by:

e Closing the gap between technological demonstration and commercial-scale deployment in
capital-intensive industrial sectors;

e Reducing financial barriers for the adoption of low-carbon technologies in four key high-emitting
industrial sectors in Mexico: Iron & steel, Aluminum, Cement, and Chemicals, in the integration of
renewable energy sources, fleet electrification for industrial operations and in the development of the
electromobility value chain, by providing the right financial structures to decrease the cost of capital,
making projects commercially viable and subsequently achieving demonstration effects;

e Generating local technological uptake, capacity building, and learning curves that will drive the
development of skilled workforce, considering gender and inclusion perspectives; and

Attracting investment to strengthen competitiveness of the key sectors targeted and catalyze strategic
industries in Mexico, by boosting existing and new industrial national value chains. All interventions will
adopt an approach in line with equitable and just transition principles, as the s-TIP’s approach is to
maximize social inclusion of the Mexican people and generate associated socio-economic benefits, in
alignment with the objectives of Plan México. Eligible projects will need to: (i) demonstrate their
contribution to industrial decarbonization (e.g. potential for GHG emissions reduction or avoidance) in at
least one of the prioritized areas supported under the program; (i) demonstrate alignment/contribution
to energy transition objectives defined in national plans as Mexico’s NDC 3.0, Plan México, the Mexico’s
Sustainable Taxonomy, Mexico’s National Development Plan, and/or the Program for Economic
Development Poles for Wellbeing (PODECOBIS); (iii) include gender equity, social inclusion, and/or just
transition considerations'8; (iv) comply with the social, environmental, governance, fiduciary, and
integrity criteria of the participating MDBs; and (v) comply with CIF-IDP eligibility criteria.

The CIF-IDP concessional resources will complement current investments and decarbonization activities
in Mexico through direct investments to the private sector and will support them on materializing
industrial decarbonization projects and catalyzing additional investments.

4.1. Proposed interventions

The following section presents the three components defined for Mexico’s s-TIP under the CIF-IDP,
outlining their main objectives, scope, and indicative budget. Co-financing and mobilization figures are
based on expected financing of eligible projects in IFC’'s and IDB Invest’s pipelines but remain indicative

17 All IDB Invest projects undergo a comprehensive Social and Gender Analysis to identify material gaps and define
the interventions required to generate development impact. Eligible projects must achieve at least Tier 1, reflecting
the incorporation of gender gap-closing actions with measurable results.

'8 Eligible projects for IFC will need to meet criteria for the IFC Gender Flag, which requires: (a) identifying gender or
inclusion gap(s) the project will address (e.g. representation in workforce, leadership, supply chains, etc.); (b)
committing to specific interventions to contribute to closing those gaps (e.g. updated or improved talent recruitment,
retention and/or promotion policies; training or upskilling programs; etc.); and (c) measuring progress through
periodic indicators.
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and subject to change based on the development of the pipeline, the specificities of projects, and overall
market conditions and financing environment.

In this context, the s-TIP aligns with SHCP’s Sustainable Finance Strategy by channeling resources toward
high-impact industrial decarbonization and supporting their integration into Mexico’s sustainable finance
ecosystem. This alignment enables financing flows to be directed toward the industrial transition
pathways prioritized under Plan México, thereby reinforcing the role of sustainable finance as a driver of
systemic industrial transformation.

The program is designed to integrate targeted project-focused investments with coordinated enabling
interventions that collectively address structural market barriers and support the emergence of scalable,
replicable investment pathways. Through a combination of investment support and enabling interventions
across components, the program contributes to addressing structural barriers, including high upfront
capital requirements, long payback periods, and technology-related risks, helping close financing gaps
and enhance project bankability.

Components 1, 2, and 3 are structured to ensure complementarity and reinforce these dynamics.
Components 1 and 2 deploy direct investments and blended finance to overcome financial and
technological barriers at project level, while Component 3 strengthens upstream preparation, enabling
conditions, and capacity building to improve project quality, reduce risks, and maximize the effectiveness
and replicability of deployed investments, across financial, technological, energy, and institutional
dimensions, enabling the coordinated advancement of these transition pathways. This integrated
allocation supports both near-term investment execution and the longer-term mobilization of sustainable
finance at scale.

Early investments supported under Components 1 and 2, particularly first-of-a-kind and early commercial
projects, are expected to generate demonstration effects, establishing reference models for low-carbon
technologies in Mexico's industrial sectors and reducing perceived risks. These demonstration effects
are intended to catalyze follow-on investments, strengthen market confidence, and enable replication
across firms, value chains, and industrial clusters.

The program builds upon and complements broader government action. SHCP, as the lead authority for
public financing policy, plays a central role in aligning financial instruments with national climate and
environmental priorities and in coordinating resource mobilization strategies across sectoral agencies,
using these coordination spaces to support policy alignment and amplify the systemic impact of
investments. Accordingly, Component 3 will be deployed selectively, prioritizing areas with the highest
catalytic potential and avoiding duplication with existing efforts.

Moreover, the program follows a phased and iterative sequencing in which pipeline development, enabling
conditions, and investment deployment evolve in parallel. In the initial phase, interventions under
Component 3 are identified alongside the development of investment pipelines, with technical assistance
requirements defined at project level and prioritized based on their criticality for bankability and
implementation readiness.

As pipelines are approved, investments under Components 1 and 2 will be deployed using concessional
finance to support first-mover projects. Policy and other TA interventions will continue in parallel, adapting
to constraints identified during project structuring and early implementation. SHCP will foster spaces for
dialogue and interinstitutional coordination with relevant federal entities in order to identify and address,
in a timely and sequenced manner, the regulatory frameworks, standards, and sectoral enabling
conditions that the Program may require as it progresses.
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Subsequently, implemented projects will generate demonstration effects that are expected to reduce
perceived risks and validate business and technical models. This effect will enable replication and scaling
of similar investments across companies, value chains, and industrial clusters, supported by improved
enabling conditions and stronger market confidence. This sequencing will ensure a continuous interaction
between components, allowing the program to progressively shift from individual projects toward broader
market formation and systemic transformation.

By catalyzing private-sector participation and supporting the development and scaling of replicable
investments, the s-TIP further contributes to strengthening market conditions for the mobilization of
sustainable finance and the more efficient allocation of financial resources toward climate-aligned
industrial transformation. Through the interaction of demonstration effects, enabling conditions, and
coordinated institutional action, this approach supports system-level change by facilitating the scaling
and replication of low-carbon solutions across industrial ecosystems, accelerating market formation, and
reinforcing feedback loops between investment, policy development, and industrial competitiveness in
line with Mexico’s broader climate and industrial strategy.

Component 1: Decarbonization of hard-to-abate industries.

Component 1 f supports the adoption and scale-up of low-carbon technologies in four high-emitting hard-
to-abate industrial sectors in Mexico: Iron & Steel, Aluminum, Cement, and Chemicals. These components
will address financing gaps and technological maturity challenges that the aforementioned industries are
currently facing in adopting new technologies. The use of CIF's concessional resources and of the
additional capital mobilized will allow to reduce risks and enable the structuring, materialization, and
commercialization of bankable projects, while simultaneously supporting industrial competitiveness and
compliance with mitigation pathways in the context of the energy transition and the increasing demands
for low-carbon products in domestic and international markets. The adoption of low-carbon solutions in
these four carbon-intensive industrial sectors in Mexico is expected to generate significant GHG
emissions reduction, as they have been identified as relevant contributors to the country’'s GHG emitting
industry profile, they involve high energy consumption processes and are currently reliant mostly on fossil
fuel sources. Future scaling-up and replication of such projects will lead to the gradual replacement of
traditional high-emitting processes with cleaner technologies at the national level. Furthermore, this
component is expected to generate technological learning, attract specialized investment, and strengthen
the competitiveness of Mexico's industries, which is expected to reduce the country’s dependence on
external economies for importing products such as chemicals, aluminum, and steel, positioning Mexico
as a self-sustaining economy.

Component 1 will contribute to decarbonizing the four prioritized hard-to-abate industrial sectors by:

¢ Reducing first mover constraints and financing barriers for early commercial projects through a
blended, risk sharing financing architecture that directly addresses the lack of tailored financial
instruments for high risk, long payback period, and high capex requirements for industrial
decarbonization investments;

e Supporting projects in earlier stages of development - with a more limited commercial track record
- and operational demonstration pilots on advancing to early commercial deployment, by de-risking
innovative projects and therefore reducing technology and execution risks and supporting the
structuring and commercialization of first-of-a-kind and early-stage bankable projects in capital
demanding sectors;

e Building learning curves and catalyzing follow-on investment that strengthen competitiveness and
industrial value chains to support local technological uptake, capacity building, and learning effects,

46

Official Use Only



contribute to the development of a skilled workforce with gender equity considerations, and attract
specialized investment that reinforces Mexico’s existing and/or emerging industrial value chains
under an equitable and just transition approach; and

e Addressing projects with higher levels of maturity, with the objective of scaling-up and allowing for
potential replication and large-scale industrial changes in Mexico. The resources will be allocated to
beneficiaries with robust business models and will support addressing CAPEX barriers, market and
demand uncertainties for low-carbon products, and residual risks that limit access to commercial
finance.

Proposed projects under Component 1 align strongly with México’s national priorities by enabling the
decarbonization of hard-to-abate industries as a driver of industrial competitiveness and sustainable
growth, while supporting domestic manufacturing, strengthening local value chains, and advancing
strategic high-emission sectors. Furthermore, Component 1 contributes to mobilizing large-scale private
investment and improving conditions for capital allocation toward industrial transformation, in line with
national sustainability objectives. Component 1 provides a demonstration effect that is particularly
relevant for the targeted hard-to-abate industries, where decarbonization pathways are characterized by
technological uncertainty, capital intensity, and limited availability of tailored financing solutions, as
identified in the Gap and Barriers Analysis (Section 2.4). It addresses key constraints in project structuring
and investment readiness, by translating technically viable decarbonization options into bankable
opportunities, while fostering the adoption and scale-up of emerging low-carbon technologies. In parallel,
it builds on interventions under Component 3 to address enabling challenges including regulatory gaps,
limited innovation capacity and workforce readiness, through targeted policy support and
capacity-building. This integrated approach supports firms in meeting evolving technical and climate
standards while improving competitiveness and promoting workforce development and more inclusive
participation in the transition. Financing plan and instruments are detailed in Section 5.

Component 2: Strategic decarbonization of industrial parks, facilities, and manufacturing ecosystems

Component 2 focuses on system level decarbonization by enabling clean energy systems, circular
resource use, and low carbon manufacturing ecosystems, including logistics and mobility solutions, that
serve industrial activity at both facility and cluster level.

It supports the decarbonization of industrial parks, large industrial energy users, and strategic
manufacturing value chains, through investments in four strategic areas:

e Energy infrastructure for industrial parks, facilities, and clusters. The objective is to address
constraints related to the availability and reliability of clean power, while supporting the development
of shared energy infrastructure across industrial parks and broader industrial activity, including
facility- and cluster-level operations. The program aims to increase renewable energy supply by
financing the development of new generation assets—either dedicated (off-grid) or grid-connected—
to serve industrial parks, individual industrial facilities, and industrial clusters. This includes the
deployment of BESS to enhance system flexibility, resilience, and reliability.
This area is also positioned as a response to grid-related constraints, including limited transmission
and distribution capacity, interconnection bottlenecks, and challenges in ensuring reliable supply of
clean power in key industrial corridors. These constraints can affect both the timing and scalability of
industrial decarbonization investments, creating risks of delays in project implementation and limiting
the ability of facilities to electrify processes or secure low-carbon energy supply.

Eligible activities include the development of electrical infrastructure, such as substations and
interconnection assets, as well as the upgrading of substations to enable the integration of both grid-
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supplied electricity and new renewable energy sources. These investments contribute to alleviating
local capacity constraints and facilitating the integration of additional renewable generation into
constrained nodes of the grid. The program also supports the integration of on-site self-consumption
solutions, particularly PV and BESS systems, across industrial parks as well as at the facility level. On-
site generation reduces reliance on constrained grid infrastructure, while BESS deployment enables
peak demand management and supports deferral of grid capacity investments by mitigating load
spikes and enhancing operational flexibility. In addition, it promotes the deployment of energy-
efficient technologies and systems, the electrification of industrial processes, and the expansion of
reliable and affordable energy access for SMEs operating within industrial parks and across industrial
clusters.

These investments may be complemented by initiatives aimed at improving the environmental
performance and reducing the GHG emissions profile of industrial parks and industrial operations
more broadly, including the development of green-certified industrial buildings. Overall, these
interventions will benefit a wide range of economic actors operating within and across industrial sites
and clusters and are expected to support the attraction of energy-intensive industries, such as data
centers, which require reliable and continuous electricity supply.

The development of energy infrastructure for industrial parks, facilities, and clusters presents strong
replicability potential and scalable deployment pathways, as it builds on Mexico’s existing network of
industrial hubs and the ongoing expansion of manufacturing activity driven by nearshoring dynamics.
Replicability is reinforced by the presence of multiple industrial corridors across regions facing
comparable challenges related to energy access, reliability, and capacity constraints, as identified in
the Analysis of Mexico’'s industrial portfolio (Section 3.2). Scalability is enabled through the
deployment of standardized and modular low-carbon energy solutions, such as distributed generation
and integrated energy systems, which can be expanded across industrial parks with similar energy
demand profiles. By applying consistent technical, financial, and governance approaches across
these locations, this strategic area supports the aggregation of demand and the structuring of
bankable infrastructure operations, creating conditions for mobilizing private capital and expanding
the model across industrial clusters with similar characteristics. Furthermore, by directly addressing
grid-related constraints that could otherwise limit the deployment and effectiveness of industrial
decarbonization investments, this component plays a critical role in enabling both the timely
implementation and the scaling of low-carbon solutions across targeted sectors.

Development of circular economy CIF-IDP resources will support the development of circular
economy systems and infrastructure to enable the valorization of waste and residual streams into
secondary materials production and energy flows for industrial applications, alongside investments
in water efficiency and reuse.

Rather than treating waste management as a standalone environmental challenge, these
investments will focus on substituting fossil fuels and carbon-intensive inputs currently used in
industrial processes. This is particularly relevant for thermal energy demand and other hard-to-abate
applications where full electrification remains technically or economically challenging. Supported
interventions may include the development of shared recycling, material-recovery, and pre-treatment
facilities to enable reuse of secondary materials within industrial value chains. In addition, the
program will support energy-recovery and thermo-valorization solutions (e.g., waste-to-energy,
waste-to-fuel) connected to industrial sites/facilities and uses, that convert organic and industrial
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residues into usable low-carbon energy inputs for industrial boilers, kilns, and on-site energy
systems."?

e Developing a national electromobility value chain. The program will support the development of a

national electromobility value chain by strengthening strategic manufacturing ecosystems linked to
the production of electric vehicles and their components. This approach aims to amplify
decarbonization impacts, enhance industrial competitiveness, and reinforce the strategic position of
Mexico’s well-established automotive sector, seeking potential transformational effects in terms of
economic and social co-benefits. In particular, it will promote the development of a domestic battery
value chain for electromobility, strengthening local industrial capabilities and fostering deeper
integration across upstream and downstream segments. These interventions are expected to
generate spillover effects beyond individual facilities, supporting the emergence of industrial clusters
and enhancing competitiveness across automotive-linked strategic value chains.
Electrifying industrial and logistics vehicle fleets. The program will support, as a complementary
system-level measure, the electrification of industrial and logistics fleets, operating within or directly
adjacent, or serving to industrial parks, including internal logistics, worker transport services, and
site-linked freight movements. This will be achieved through investments in electrification of such
fleets, including the deployment of dedicated charging infrastructure, which can be integrated into
broader industrial energy systems. Supported activities include the installation of charging
infrastructure for captive, commercial, and logistics fleets operating within and between industrial
sites, as well as along associated manufacturing value chains. Vehicle electrification is consistent
with the International Framework for Eco-Industrial Parks, which recognizes it as a key supporting
measure for reducing emissions from industrial park operations. Furthermore, electrification of
industrial and logistics fleets is highly scalable and replicable, where deployment can be phased
through partial fleet conversion, leveraging shared charging infrastructure and grid connections to
reduce costs and support expansion across similar industrial clusters, through application of
standardized technical and business models, facilitating demand aggregation and broader rollout.
These investments will contribute to lowering indirect emissions associated with industrial activities,
including internal logistics and goods distribution, while enabling managed charging strategies that
enhance system efficiency. Furthermore, such projects can be integrated with renewable energy
systems, microgrids, and renewable energy plus battery energy storage system (RE+BESS)
configurations, improving overall energy system utilization, reducing peak load pressures, and
strengthening the competitiveness and resilience of industrial operations.

Collectively, these strategic areas are designed to address the systemic constraints identified in the Gap
and Barriers Analysis (Section 2.4), including energy system and infrastructure bottlenecks, coordination
gaps and the limited integration of sustainable practices across industrial systems. They also strengthen
local industrial capabilities and accelerate their adoption of low-carbon technologies, particularly through
the development of electromobility value chains. At the same time, they stimulate demand for
electrification solutions in industrial and logistics operations, helping to overcome barriers to

19 For energy-recovery and thermo-valorization solutions, an evidence-based qualification mechanism is proposed:
waste-to-energy and waste-to-fuel projects may be considered for support under the IDP only on a case-by-case
basis subject to the preparation of a GHG assessment and an analysis of available evidence, demonstrating net
avoided GHG emissions relative to the baseline, and consistency with long-term decarbonization.
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technological uptake and supporting the transition of operational practices and workforce capabilities
required for the deployment and management of these systems.

Component 2 aligns with Plan México’s national priorities by strengthening key enablers of industrial
competitiveness, sustainable growth, and economic resilience through its four strategic areas, which
support technological upgrading, infrastructure readiness, and workforce development in sectors
identified as strategic by the Plan. In particular, investments in energy infrastructure for industrial parks,
facilities, and clusters address system-level constraints in energy access, reliability, and capacity,
supporting the integration of renewable energy, storage, and private participation schemes currently being
advanced under the evolving energy regulatory framework.

The development of circular economy models enhances resource efficiency and promotes sustainable
industrial practices, contributing to productivity and competitiveness, aligned with the recently enacted
Circular Economy Law (Cdmara de Diputados, 2026). The promotion of a national electromobility value
chain strengthens domestic manufacturing capabilities — particularly in batteries and key components —
aligned with Plan México’s objective of increasing local content in strategic industries, while the
electrification of industrial and logistics vehicle fleets accelerates scope 3 emission reductions in key
segments linked to industrial activities.

Component 2 encompasses a high systemic multiplier potential, as the investments in these areas
complement each other and are mutually reinforcing. Together, these interventions catalyze a system
level transition in strategic sectors for Mexico by enabling clean energy supply, advancing circular
economy solutions, and stimulating both supply and demand for electromobility, thereby supporting
replication and scale up across diverse industrial contexts. Financing plan and instruments are detailed
in Section 5

Component 3. Technical Assistance

Component 3 on Technical Assistance (TA) is designed to enhance project bankability and support the
transition of priority investments from early-stage concepts to implementation, while systematically
integrating Gender Equality, Social Inclusion, and Just Transition considerations. Building on the private
sector-oriented approach of the program—where Components 1 and 2 mobilize investment through non-
sovereign operations and strengthen public-private dialogue—this component focuses on supporting the
preparation, structuring, and execution of investment-ready opportunities that emerge from these
pipelines. In a context where multiple complementary initiatives are already underway (as outlined in
Section 6), technical assistance will be deployed selectively, prioritizing areas where it can have the
greatest catalytic impact and avoiding duplication with existing efforts. In this context, support to policy
and regulatory conditions will be targeted to address specific constraints that materially affect the
bankability and implementation of investments under the program.

By combining analytical work, advisory services, coordination, and capacity-building interventions, the TA
seeks to de-risk early-stage projects, strengthen enabling conditions for bankable investments across
hard-to-abate industries, industrial parks and facilities, and manufacturing ecosystems, through activities
in four key areas:

e Studies for investment readiness and prioritization will catalyze industrial decarbonization by
enhancing investment readiness and project bankability through upstream and project preparation
support. Activities will include the development of techno-economic assessments, market analyses,
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energy audits, and pre-feasibility and feasibility studies to structure and validate investments at
different stages of maturity?°. Analytical work will address information gaps, reduce uncertainty, and
support technology selection, cost and performance validation, demand and offtake analysis, and
bankability assessments. The scope will explicitly cover a range of decarbonization solutions
identified in the program, including industrial electrification, fuel switching, energy efficiency and
waste-heat recovery, alternative materials, carbon capture solutions, renewable energy and BESS for
industrial parks, green hydrogen carriers, circularity and waste valorization, energy-from-waste
solutions, and the electrification of industrial and freight fleets. Where relevant, studies will also
support the prioritization of interventions with the highest potential impact, considering infrastructure
constraints, demand profiles, and value-chain competitiveness.

Project management and implementation support will provide targeted, just-in-time support to
facilitate the transition from project preparation to implementation. This will include assistance with
coordination, oversight, and execution of decarbonization initiatives through technical workshops,
stakeholder engagement and communications, the establishment of MRV systems, and coordination
across private sector actors, ministries, and public entities. This implementation-oriented support will
ensure coherence between public and private actions, strengthen multi-stakeholder coordination, and
contribute to the timely delivery of complex projects, thereby reinforcing investment readiness and
reducing execution risks.

Gender Equality, Social Inclusion, and Just Transition considerations, leading to the development of
upstream and enabling-environment interventions, focusing on the integration of such aspects into
policy frameworks and institutional conditions. This includes building on existing platforms and tools
such as the Mexico Fast-Track Initiative for the implementation of the World Bank Group Gender
Strategy, analytical evidence including the Women, Business and the Law Index, and Mexico's
Sustainable Taxonomy. Advisory support to government and at the firm- and industry-level will be
provided by including support on gender responsive policies, the development of social investment
plans, GESI-responsive corporate strategies, and training, upskilling, and reskilling programs linked to
decarbonization investments. Companies will be invited to participate in the IFC Mexico Gender
Country Program, which includes capacity building and support for targeted interventions on family-
friendly workplace policies and employer-supported childcare, gender-inclusive procurement and
sustainable supply chains, and women's representation in middle and senior management and on
Boards. Other potential advisory support could include the implementation of the IFC Just Transition
diagnostic tool and action plan; EDGE Gender Certification; and/or training on respectful workplaces
and prevention of gender-based violence. Similarly, for IDB Invest, a 100% of pipeline projects undergo
a gender and social analysis to identify material gaps across the workforce, leadership, markets, value
chains, and communities. Based on these gaps, targeted sectorial-specific interventions are compiled
into gender action plans?'- These interventions aim to address occupational segregation, support

20 When applicable, these studies and subsequent project implementations must comply with all technical
requirements and studies mandated by the Mexico Grid Code (Cédigo de Red or CdR).

21|DB Invest's gender and social analysis identifies the most material, sector-specific gender gaps across the
transaction context—for example, women'’s underrepresentation in green jobs—and defines gender-responsive

interventions directly aligned to those gaps. These actions are designed with clear vertical logic between diagnosis,
intervention, and results. Transactions are then classified under a four-tier system: Tier 0 (no gender interventions),

Tier 1 (gap-closing actions with output-level results), Tier 2 (interventions delivering outcome-level results), and Tier
3 (gender equality as a primary objective or majority female beneficiaries), with higher tiers reflecting deeper gender

impact.
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MSMEs and underrepresented groups’ participation in emerging low-carbon value chains and ensure
that workforce development is aligned with the deployment of new industrial technologies??,
contributing to inclusive and socially sustainable decarbonization outcomes.

e Enabling conditions and policy support will strengthen enabling conditions by helping to clarify

regulatory pathways, supporting the upgrade or harmonization of norms, and improving coordination
across authorities in areas relevant to industrial decarbonization. Particular attention will be given to
selected hard-to-abate sectors and emerging decarbonization solutions with lower levels of
commercial readiness and market maturity, where institutional alignment is critical to unlock private
investment.?3
These efforts build on and complement broader government action. The SHCP, as the lead authority
for public financing policy, plays a central role in aligning financial instruments with national climate
and environmental priorities. Through its coordination role in the Intersecretarial Commission on
Climate Change (CICC), particularly the Financing Working Group, and through the Annual Financing
Plan (PAF), SHCP integrates resource mobilization strategies and advances policy reforms across
sectoral agencies, using these coordination spaces to drive systemic transformation.
Similarly, SHCP recognizes that the enabling policy landscape for industrial decarbonization will
evolve as the Program advances and as specific technology pathways mature. Within this framework,
SHCP will foster spaces for dialogue and interinstitutional coordination with relevant federal entities
in order to identify and address, in a timely and sequenced manner, the regulatory frameworks,
standards, and sectoral enabling conditions that the Program will require as it progresses.

These interventions are key to enhance project viability and create more predictable and coherent
environments for private investment, enabling decarbonization efforts to move from planning and pilots
toward bankable projects. This component operates as a dedicated financing window that supports the
preparation and structuring of investments under Components 1 and 2 through project-specific studies,
while also delivering standalone outputs, including analytical work and policy guidance. Specific
interventions will be defined and designed during the program stage, based on inputs from the s-TIP
consultations and subsequent discussions. However, the implementation of the CIF program will lead to
institutional reporting and public policy reorientations for Mexico. Therefore, technical assistance
resources will be required for the Ministry of Finance, in coordination with MDBs, to comply with the final
review of the decarbonization program.

Component 3 is designed to address the key constraints identified in the Gap and Barriers Analysis
(Section 2.4), including evolving regulatory and coordination challenges, technological risks and
information gaps, limited project bankability and access to finance, as well as gender, social inclusion,
and workforce readiness constraints. It complements the investment-driven interventions under
Components 1 and 2 by focusing on project preparation, risk reduction, and the strengthening of enabling
conditions required to advance industrial decarbonization and enhance competitiveness across strategic
sectors, in line with Plan México’s national priorities. As implementation progresses, the program will

22 Specific interventions will be defined during program implementation to ensure alignment with the final project
pipeline; flexibility will be maintained to include technology-specific capacity-building activities.

23 llustrative examples of such technical inputs, if requested by counterparts, may include analytical support related
to technical standards and norms (e.g., NOMs and NMXs) relevant to industrial decarbonization, including areas
related to energy use, industrial processes, or emissions measurement. These examples are indicative, non-
exhaustive, and do not imply a predefined policy or regulatory reform agenda.
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allow for identification of remaining gaps,(e.g. policy and regulatory frameworks) that may require
additional support, through outputs from project execution and stakeholder engagement.

Through its four areas of intervention, Component 3 strengthens techno-economic evidence, technology
validation, and investment readiness through project preparation support, improving their technical and
economic feasibility; facilitates implementation and reduces execution risks through project management
and institutional capacity-building support; and promotes inclusive participation, gender equality, and
workforce readiness to enable a just and resilient industrial transformation. It also supports regulatory
pathways and policy coherence, reducing uncertainty and improving coordination across authorities
where relevant. Together, these actions support more informed investment decisions and the effective
mobilization and allocation of financial resources within Mexico’s sustainable finance ecosystem,
facilitating the implementation and scaling of investments supported under the program.

Financing Plan and Instruments are detailed in Section 5.

4.2. Eligible low-carbon technologies

The CIF-IDP resources will support the adoption and development of low-carbon solutions related to (i)
low-carbon technologies in hard-to-abate industries; (ii) shared infrastructure and clean energy systems
for industrial parks, facilities, and manufacturing clusters; (iii) electromobility value chains and the
electrification of industrial and logistics fleets; and (iv) circular economy and resource-efficiency solutions
for industrial use. These areas of intervention are designed to support interrelated industrial transition
pathways aligned with Plan México.

Investment opportunities will be encompassed within the thematic areas proposed by the GoM and in line
with CIF-IDP eligibility criteria. Potential low-carbon technologies, assets and activities to be financed with
CIF-IDP concessional resources are described below?*:

Component 1:

e Iron & Steel: Mexico's steel production is dominated by the EAF route, accounting for
approximately 93.5% of total production in 2024, of which around 26% relies on
natural-gas-based DRI. The remaining 6.5% of the total corresponds to BF-BOF processes. One
of the program’s objectives will be to support Mexico on increasing electrification in steel
production. Decarbonization of the sector will be supported by implementing both electrical
and technical low-carbon solutions, such as:

o Partially or completely substituting fossil fuels and feedstocks in DRI processes with
waste-derived fuels, biomass-based inputs, and/or renewable H, in (i) existing

24 The list of low-carbon technologies presented in Section 4.2 is provided as an indicative set of potential
investments that could be supported through CIF-IDP resources. However, this list is illustrative rather than
exhaustive. Other technologies and activities may also be eligible for support, provided they are fully compliant with
all requirements established in this s-TIP to meet project eligibility criteria.
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natural-gas-based DRI plants; and (ii) the remaining BF-BOF share, which could partially
migrate to H,-DRI pathways.

o Increasing the use of high-quality scrap in EAF and scaling-up the share of steel
produced via this route.

o Improving energy and process efficiency solutions across ironmaking and
steelmaking processes with reduction of material losses and improved process
control.

o Deploying waste heat recovery systems and technologies as top gas recovery turbines
(in BF routes) and heat recovery from EAF off gases.

o Piloting CCUS technologies to capture of CO, from iron and steel processes, including
integration with downstream utilization pathways and storage.

o Increasing renewable energy supply and/or self-renewable generation in iron & steel
production and ancillary processes.

e  Aluminum: Mexico’s aluminum value chain lacks domestic production for alumina and primary
aluminum, and currently recycles aluminum scrap generated locally. Therefore, mitigation
measures for the industry currently rely on:

o Strengthening low-carbon secondary aluminum production with increased sourcing,
treatment, recycling, recovery, and circularity of aluminum scrap through the
implementation of technologies such as efficient rotatory furnaces, increasing local
crap processing capacity.

o Electrifying thermal and smelting processes, shifting to emerging technologies, as
applicable.

o Replacing high carbon content fossil fuels with lower-carbon alternatives such
as biomass and waste-derived fuels.

o Improving energy efficiency with advanced heat exchangers and energy recovery
systems.

o Increasing renewable energy supply and/or self-renewable electricity generation for
aluminum production and ancillary processes.

o Developing the primary aluminum industry by implementing decarbonization
measures from early stages, such as the use of renewable energy for
electricity-intensive processes in electrified equipment

e Cement:

o Substitution of raw materials, clinker, and additives in cement production through the
use of alternative materials with a lower carbon footprint, including but not limited to
fly ash, slag, calcined clay and pozzolan materials.

o Electrification of industrial equipment by replacing fossil fuel burners with electric arc
calciners, plasma torches, or resistive heating.

o Partial substitution of fossil fuel sources, such as coal and petroleum coke, with
biomass and waste-derived fuels, including alternative and secondary fuels, primarily
waste tires and municipal solid waste.

o Piloting CCUS technologies in clinker production to reduce fuel and process emissions
in eligible capture system configurations.
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o Implementation of thermal and energy efficiency improvements through waste heat
recovery for capturing thermal energy from clinker cooling to preheat raw materials or
generate electricity.

o Increasing renewable energy supply and/or self-renewable electricity generation for
cement and ancillary production processes.

Chemicals: Among the potential decarbonization technologies to be adopted in Mexico’s
chemical and petrochemical industry, those related to energy efficiency are particularly
prominent, as they are also expected to deliver the greatest emissions reductions. Support may
cover:

o Increasing process efficiency and reducing energy losses in steam
generation/distribution systems, furnaces, boilers, and dryers, by implementing heat
recovery systems, high-efficiency burners, and advanced control equipment.

o Optimization of pumping, compression, and cooling systems;

o Electrification of furnaces and heaters that currently operate using fossil fuels.

o Integration of lower carbon feedstocks and fuels, as biobased and synthetic
feedstocks for high value chemicals.

o Production of low-carbon products and intermediates, such as renewable ammonia
and/or methanol, that can be directed to the production of low-carbon fertilizers and
low-carbon fuels and support the decarbonization of other industries and sectors, such
as aviation and maritime transport.

o Circularity and recycling through advanced plastic recycling technologies, including
chemical recycling, pyrolysis, and hydrothermal processing of plastic waste.

o Piloting CCUS technologies.

o Increasing renewable energy supply in production and ancillary processes.

Component 2:

Energy infrastructure for industrial parks, facilities and clusters: Low-carbon solutions to be
implemented will primarily focus on the development of renewable energy generation and
storage solutions to supply industrial parks, individual facilities, and industrial energy users
more broadly. These interventions will also support the integration of energy efficiency
measures and the upgrading of industrial park infrastructure, including:

o Renewable energy, including (but not limited to) solar, hybrid renewable systems
combined with battery energy storage, geothermal, bioenergy, etc., for self-consumption.
These systems may be deployed as dedicated (off-grid) or connected solutions,
depending on-site specific requirements.

o Integrating BESS with renewable generation to enable a longer renewable baseload
supply, delivering continuous and stable power for industrial parks/uses through the grid.

o Energy management and efficiency: compressed-air optimization and leak management;
high-efficiency HVAC/industrial cooling; waste-heat recovery and heat cascading
between tenants; high-efficiency cogeneration/trigeneration (where consistent with
decarbonization pathways).
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o Green buildings and infrastructure: high-performance building envelopes and efficient
lighting; green building certifications; sustainable construction standards for new
facilities; cool roofs and heat-island mitigation.

Value chains for electromobility: interventions will support the development of domestic
capabilities across the emerging electromobility value chain by enabling: Development of the
national manufacturing value chain, including battery capacity, electric drivetrains and motors,
battery packs and components, among other components relevant to the electric vehicles value
chain.

¢ Transport electrification to decarbonize industrial operations and logistics.

o Electrification of captive, commercial, and logistics fleets operating within or to
industrial sites and associated manufacturing corridors, including modal shifts, adoption
of electric logistics solutions, and renewal of industrial mobility equipment (forklifts,
handling equipment, etc.), supported by the deployment of dedicated charging
infrastructure.

Integration of charging infrastructure with renewable generation, BESS, and
energy-management systems.
e Waste management and circular economy solutions

o Development of infrastructure to valorize waste streams, as shared recycling,
material-recovery, and pre-treatment facilities to enable reuse/treatment of secondary
materials within industrial value chains.

o Energy-recovery and thermo-valorization solutions, e.g., waste-to-energy / waste-to-fuel,
that convert organic and industrial residues into usable low-carbon energy inputs for
industrial boilers, kilns, or on-site energy systems.

o Resource optimization and waste prevention / circular economy: integration of by-
products (e.g., slag, fly ash, gypsum, solvents, scrap metals) as secondary inputs; shared
recycling/material recovery and pre-treatment to enable reuse; take-back schemes where
relevant.

o Water efficiency and circular water use: water loss reduction; closed-loop process water
systems; reuse of treated wastewater for industrial processes and irrigation; rainwater
harvesting; shared wastewater treatment plants and advanced treatment; industrial
stormwater management.
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5.Financing Plan and Instruments

5.1. Requested budget for investments

The proposed financial framework is designed to facilitate investment in industrial decarbonization
initiatives that face significant barriers to commercial financing in Mexico, specifically regarding
investments for decarbonizing the four prioritized hard-to-abate sectors, and strategic decarbonization of
industrial parks and manufacturing ecosystems. In this context, the framework is aligned with national
priorities under Plan México and SHCP's Sustainable Finance Mobilization Strategy, which support
investment mobilization, sustainable industrial development, and strengthening of strategic
manufacturing and industrial sectors in Mexico. These constraints are particularly pressing for
technologies that are technically proven but still at early stages of commercial scale-up, where residual
performance, integration, and operational risks continue to limit access to commercial financing. At the
same time, by supporting projects across different maturity levels—from early commercial deployment to
scale up and replication—the financial framework aims to build learning curves, catalyze follow on
investment, and strengthen industrial value chains, ultimately enabling broader market uptake and large-
scale industrial transformation under standard market conditions over time (see Section 4).

Building on this approach, the concessional resources from the CIF-IDP will be used to initiate and
accelerate transformation. This approach follows a blended finance model; whereby concessional
resources are deployed alongside commercial financing to enable projects that face barriers to market-
based investment. In line with the DFI Blended Finance Principles, concessional funding is deployed
selectively to maximize additionality and address specific risks, while adhering to the principle of
minimum concessionality, so that local banks are not crowded out but on the contrary, private capital is
mobilized in industrial decarbonization investments in Mexico in the short to mid-term.

Indeed, the goal is systemic mobilization, meaning that in a few years such investments that currently
need concessional resources to overcome market barriers will be financed by local commercial banks
and other institutional investors, without the need for concessional support. By structuring concessional
funds alongside MDB co-financing and private investment, the framework addresses barriers to
bankability and commercial finance. Allocations are prioritized to maximize the impact of early-stage and
scale-up investments, promoting replicable financing approaches across industrial sectors and parks
while optimizing resource deployment according to project readiness and additionality. Given its private
sector focus, the program will apply a demand-driven approach whereby the MDBs will prioritize eligible
private sector projects requiring blended finance support that demonstrate the highest level of
implementation readiness and additionality, to ensure resources are deployed as rapidly as possible to
the most impactful projects.

In this context, concessional CIF-IDP funding is intended to catalyze additional financing from MDBs and
other investors in an order of 1:7 (for every dollar of CIF financing, 7 dollars are leveraged). Of the USD
250 million CIF-IDP envelope, USD 240 million is deployed as reimbursable concessional finance under
Components 1 and 2, and USD 10 million as non-reimbursable grant under Component 3, while
co-financing from MDBs, the private sector, and other investors amounts to USD 1,680 million. This
reaches a total financing envelope of USD 1,930 million.

57

Official Use Only



5.2. Costs and sources of funding

The financing structure will be implemented by IDB Invest and IFC. The decision not to include a sovereign
window reflects a deliberate operational and financial rationale from SHCP. While Mexico has a strong
development banking system, its borrowing capacity is currently allocated to priority public policy areas
such as energy and transport, with credit ceilings negotiated and approved on an annual basis. In this
context, channeling CIF-IDP resources through non-sovereign operations enables more efficient
deployment, direct origination with industrial private sector clients, and stronger leverage of private capital
compared to a sovereign instrument. SHCP will maintain an active oversight and governance role
throughout implementation, ensuring alignment with national decarbonization priorities and Mexico's
sustainable finance strategy.

Based on the current indicative allocation, Component 1 will receive approximately USD 160 million, while
Component 2 will receive about USD 80 million, and Component 3 will receive USD 10 million in non-
reimbursable TA.

Under Component 1, CIF-IDP concessional financing of USD 160 million will be deployed via IDB Invest
and IFC, who will each receive USD 80 million to invest in operations targeting decarbonization
opportunities in the four hard-to-abate industries, referred to in section 4. These resources are expected
to mobilize co-financing of USD 160 million from IFC, USD 160 million from IDB Invest?5, and USD 800
million from the private sector and other investors, including sponsor’s equity, project-level co-financing,
and institutional investors leveraged through IFC’s and IDB Invest’'s mobilization platforms, totaling USD
1,280 million.

Under Component 2, CIF-IDP concessional financing of USD 80 million will be divided equally between IFC
and IDB Invest (USD 40 million each), to support strategic decarbonization of industrial parks, facilities
and manufacturing ecosystems referred to in Section 4.

These resources are expected to mobilize co-financing of USD 80 million from IFC, USD 80 million from
IDB Invest, and USD 400 million from the private sector and other investors, including sponsor’s equity,
project-level co-financing, and institutional investors leveraged through IFC’s and IDB Invest’s mobilization
platforms, totaling USD 640 million. The breadth and diversity of targeted sectors, including more than 50
medium- and large-scale companies as potential investment candidates, provide a sufficiently deep
pipeline to enable parallel deployment. Within this context, IFC and IDB Invest are expected to operate in
a complementary manner, guided by minimum concessionally principles that ensure efficient market
coverage and avoid duplication.

IFC and IDB Invest will channel Component 1 and 2 resources to the private sector through direct
investments, on a non-sovereign guaranteed basis through debt, equity, or guarantees. Financial
instruments for each transaction will be determined on a case-by-case basis depending on the project’s
characteristics, risk profile, and level of maturity (See Section 5.3 below).

Under Component 3, a budget of USD 10 million of grant resources will support technical assistance to
derisk early-stage industrial decarbonization investments by addressing key barriers that constrain private
investment and project readiness, strengthening project bankability and progress towards FID, enabling

25n line with IDB Invest’s Originate to Share business model, own capital co-financing is expected at 1:2 at Board
Approval, while IDB Invest will aim to leverage its extensive network of partners to reach a private sector leverage of
1:5.
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policy and regulatory conditions, and integrating gender equality, social inclusion, and just transition
across program interventions. Resources will be channeled through the World Bank Group and the Inter-
American Development Bank Group, with USD 5 million per group.

Components

Component 1 -
Investment lines
for projects

Concessional financing

CIF-IDP

IDBG

IDB Invest

79.125

WBG

IFC

79.125

Financial resources (MM USD)
Co-financing?®

MDBs

IDB Invest

160

160

Private
Sector
and
others

800

Subtotals

Component 2 -
Strategic
decarbonization
of industrial
parks and
manufacturing

39.125

39.125

80

80

400

MPIS
Reimbursable
funds
Subtotal
Reimbursable
Funds

Component 3 -
Technical
Assistance
IDBG/WBG

1.75

3.80

0.97

1.75

475

MPIS TA
Allocation
Subtotal
Technical

Assistance
Totals

0.03

The allocation of resources across Components 1, 2, and 3 is designed to complement each other:
Components 1 and 2 deploy direct investments and blended finance to overcome financing barriers, while
Component 3 ensures that upstream preparation, enabling conditions, and capacity-building maximize
the effectiveness of deployed funds. This integrated allocation supports both near-term investment
execution and longer-term mobilization of sustainable finance. Based on the indicative financing plan, the

26 Non-grant instruments (debt, equity, and guarantees) will be deployed on a project-specific basis. The
proportional split across instruments is not defined at this stage and will be determined during implementation.
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program’s overall financing envelope currently amounts to USD 1.93 billion, combining CIF-IDP resources,
MDB financing, and capital mobilized by the MDBs.

Allocating CIF-IDP resources across participating MDBs allows each institution to focus on projects
aligned with its operational mandate, helping ensure that investments are structured through the most
appropriate financing platform, depending on the projects’ risk profiles and maturity.

5.3. Type of financing

CIF-IDP reimbursable resources under the s-TIP may be deployed according to a range of financial
instruments depending on the characteristics and risk profile of each investment.

For Component 1 and 2, resources are expected to be provided mostly as debt instruments (senior,
subordinate or mezzanine), and to a lower extent, equity and guarantees. Local currency funding for debt
investments is expected to be required for some of the projects, given the focus on local decarbonization
initiatives (as compared to projects with export-dependent cash flows). Such determinations (instruments
and local currency funding) will be defined by MDBs at Program Submission level, based on the evolution
of the projects under pipeline at this stage, and may request funding under the High Leverage based on
projects’ eligibility and the modality’s stage of implementation.

The choice of financial instruments (e.g., senior loans, mezzanine, subordinated loans, equity or
guarantees) and/or use of local currency will be determined by the MDBs on a project-by-project basis,
taking into account the specific financing needs and risk characteristics of each investment?.
Concessional resources will be applied in a targeted manner to address identified market barriers and
facilitate the mobilization of additional financing, including through risk-sharing mechanisms and tailored
financial structures adapted to project-specific constraints.

Grant Resources for technical assistance are requested to de-risk early-stage industrial decarbonization
projects by addressing key barriers that constrain private investment and project readiness, strengthening
project bankability and progress towards FID, integrating gender equality, social inclusion and just
transition considerations, and strengthening enabling policy and regulatory conditions across hard-to-
abate industries, industrial parks and facilities, and manufacturing ecosystems.

5.4. Recipients of funding

The primary beneficiaries of financing under the program are expected to be industrial companies,
investment vehicles, and project developers implementing decarbonization investments in Mexico. CIF
funding, channeled through IFC and IDB Invest, will be provided directly to private sector developers
introducing or scaling up low-carbon technologies as per the eligibility criteria referred to in section 4.

27 The range of financial instruments might also be determined by the new ‘High Leverage Modality (HLM)' defined
and under development by CIF. Projects under the s-TIP might consider the implementation of HLM at future
stages.
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All recipients of program resources will be required to comply with applicable CIF and MDB environmental,
social, governance, fiduciary, and integrity standards, in accordance with the policies of the participating
MDB.

5.5. Anticipated co-financing

USD 250 million in CIF-IDP resources are expected to mobilize own capital co-financing from IDB Invest
and IFC (indicatively USD 240 million each at MDB Board Approval, according to a 1:2 leverage ratio), and
additional financing from the private sector and other actors, either at project level (for example,
sponsor’s equity, or co-financing from commercial banks), or leveraged through the two MDBs' network
of co-financing partners or mobilization platforms — through structures such as A/B loan programs,
syndications, club deals, or through securitization on capital markets. Through such structures, both IDB
Invest and IFC expect to leverage private sector investments according to a ratio of 1:5, in order to achieve
a mobilization of USD 1.2 billion (excluding MDB co-financing).

Taken together, total co-financing mobilized alongside CIF-IDP resources is estimated at approximately
USD 1.68 billion, resulting in a total indicative financing envelope of about USD 1.93 billion. This
corresponds to a preliminary leverage ratio of approximately 1:7 based on CIF reimbursable resource (CIF:
co-financing). Given the expected variability of the pipeline of private sector projects, cofinancing figures
will be updated at project closing by the MDBs, in line with the guidelines laid out in the Industry
Decarbonization Design Document.
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6.Additional Development Activities

6.1. Parallel activities by other development partners

This section presents the main complementary and parallel development activities currently underway in
Mexico, implemented by public and private sector actors as well as international cooperation partners.
The CIF-IDP is not a standalone initiative; rather, it is designed to operate within a broader ecosystem of
ongoing efforts that address sectoral, institutional, regulatory, and infrastructural gaps. The initiatives
outlined below extend beyond the scope of CIF financing and collectively strengthen the enabling
environment by expanding technical capabilities, building project pipelines, reinforcing regulatory
frameworks, improving project bankability, and supporting the conditions required for large-scale
industrial decarbonization. By leveraging these parallel actions, the s-TIP enhances its ability to accelerate
investment deployment and amplify its overall impact.

6.1.1. Multilateral Development Banks
World Bank Group
World Bank

e Credit enhancement to mobilize private capital. In December 2025, the World Bank approved
a credit enhancement instrument of up to USD 500 million aimed at mobilizing private capital
at scale to accelerate sustainable and resilient transport infrastructure in Mexico, implemented
through BANOBRAS as the fiduciary of FONADIN, via a Credit Enhancement Platform (PMC,
Plataforma de Mejora Crediticia). This type of platform will strengthen Mexico's broader
capacity to structure risk-sharing mechanisms by reducing the financial risk of infrastructure
projects, improving their bankability, and mobilizing long-term private capital to support
strategic infrastructure (World Bank Group, 2025) (World Bank, 2025).

e The proposed Building Sustainable Value Chains Project is a financial intermediary operation
seeking to enhance the sustainability of Mexican SMEs and mid-cap firms and promote their
integration in value chains. The project would be implemented over 5 years by Nacional
Financiera (NAFIN), channeling resources to eligible enterprises through a mix of first- (such
as sustainability linked loans to midcaps) and second tier (including green loans to SMEs)
financial instruments and technical assistance. The operation is mobilizing at least USD 360
million in financing from the World Bank, other concessional and non-reimbursable financing,
private capital, contributions from participating financial institutions, and NAFIN's own
resources.

e Technical assistance program to support Mexico with its energy transition. The World Bank
Group (World Bank and IFC) approved in December 2025 a package to support the Mexican
energy sector with improved capacity, in line with the country’s national and international
commitments for a clean energy transition. Support is provided as technical assistance to key
Government counterparts (SENER, CNE, and CFE) through five pillars that cover: i) Development
of Innovative Low-Carbon Energy Technologies, ii) Scaling Energy and Resource Efficiency,
Distributed Energy and Improving Energy Service Provision, iii) Support for the Development of
the Energy Legislative and Operational Frameworks, iv) Promotion of energy transitions and
decarbonization in the industrial sector and v) Support for regional energy integration. The
program is designed not only to support the deployment of new technologies, but also to help
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enable emerging industries and markets by strengthening the policy, regulatory, and
operational frameworks needed for their development. The studies and technical assistance
activities will provide the Government with strategic guidance for policy making, regulatory
design, and technology roll-out.

e The World Bank is working with SEMARNAT in the deployment of Mexico’s Carbon Market,
through World Bank’s Partnership for Market Implementation Support. For this, World Bank has
dedicated grant package, which shall cover: i) Emissions Trading System (ETS) design and
implementation; ii) modelling and assessments; iii) offsets/compensation mechanism; iv)
carbon market infrastructure; and v) coordination, communication and engagement strategies
with key public and private stakeholders, including the Mexican industrial segment.

IFC

IFC makes direct investments in the form of debt, equity and guarantee instruments, in
companies across hard-to-abate industries, industrial parks, e-mobility and energy
infrastructure, bringing its strong expertise in sustainable finance, project structuring and
capital mobilization. Globally, IFC aims to catalyze approximately USD 30 billion in investments
by 2030 to reduce emissions in carbon-intensive industrial sectors in emerging markets,
addressing financing gaps, technology-maturity challenges, and the structuring of bankable
projects. In Mexico, its track record in renewable energy—contributing to enabling around 1.1
GW per year—and its co-financing capacity, with a mobilization ratio of up to 4x in long-term
financing, underpin its focus on competitive renewable supply solutions and the
decarbonization of value chains. Through its financing, co-development and advisory arms, IFC
is involved in landmark projects in Mexico expected to deliver significant contributions to GHG
reductions and positive social and economic impact in the methanol (Transition Industries,
2023), electric mobility and urban transport (MegaFlux, 2025) (SENECAX, 2025), plastics
circularity (IFC, 2024), cement, renewables and energy infrastructure sectors (IFC, 2020) (IFC,
2025) as well as industrial parks development and modernization (IFC, 2024) (IFC, 2026).

Inter-American Development Bank Group

IDB launched CertHiLAC, a certification system for clean and low-carbon hydrogen in Latin America
and the Caribbean, alongside a regional declaration on heavy-industry decarbonization. Mexico
supports its implementation. The framework aims to reduce market barriers and facilitate offtake
agreements and access to finance in hard-to-abate sectors (IDB, 2023).

Additionally, the IDB group has conducted development programs and private financing in Mexico,
such as:

IDB

e IDB provides technical and financial support to Mexico's National Renewable Hydrogen Plan
and its hydrogen roadmap, contributing expertise in participatory methodologies, risk analysis,
and strategic planning (FCW, 2025).

e Energy Transition in State Enterprises in the Energy Sector: is a technical-cooperation
program that supports Mexico’s state-owned energy companies, especially CFE, in defining a
diagnosis, goals, and objectives for a just transition toward clean energy, while developing a
technical and financial model to enable that shift; additionally, it implements an
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energy-efficiency program that leverages renewable energy to promote sustainable
development in Cozumel, Isla Mujeres, Holbox, and Isla Natividad, with a total non-reimbursable
budget of USD 575,000 (IDB, 2023).

e Sustainable Energy for Mexico City supports the Government of Mexico City in implementing
its Sustainable Energy Program and Climate Action Strategy, focusing particularly on the
Ciudad Solar initiative. This operation complements Mexico City’'s own public strategy to
expand solar generation and reduce emissions through clean-energy deployment (IDB, 2023).

e Productive Infrastructure and Sustainability is a Conditional Credit Line for Investment
Projects (CCLIP) with a total envelope of USD 1 billion, intended to facilitate long-term financing
for productive and sustainable infrastructure investments (IDB, 2018).

¢ Implementation of sustainable and electric public transport systems in Mexico: Support the
advancement of electromobility in Mexico by accelerating the deployment of electric and
low-carbon sustainable public transport systems at regional and local levels (IDB, 2025).

IDB Invest

e IDB Invest provides a USD 50 million long-term loan to support FRISA’s new rolling mill plant in
Nuevo Ledn, enhancing production capacity and strengthening its vertically integrated supply
chain (IDB Invest, 2023).

e IDB Invest delivers a USD 66.5 million financing package to Arzyz Metals to build and equip a
new aluminum alloys plant in Nuevo Ledn, boosting recycling efficiency, expanding production
capacity, and strengthening SME-based value chains (IDB Invest, 2020).

e IDB Invest supported Grupo Acerero with partial guarantees for its MXN 1.2 billion bond
issuances and provided advisory services and a reverse-factoring line to help advance a more
sustainable, scrap-based steel production model in Mexico (IDB Invest, 2025).

e LaPimienta A/B Bond Solar Project: is a financing for the design, construction, and operation
of an approximately 444 MWp solar plant in Campeche, developed by Atlas Renewable Energy,
sourcing renewables to the grid or local industry, supporting regional decarbonization through
lower grid emissions and green power availability for industrial solutions through electrification
(IDB Invest, 2020).

6.1.2. Public sector

Complementary public and bilateral initiatives already support Mexico’s enabling environment for
decarbonization and just transition, through a combination of regulatory support, capacity building,
planning instruments, and co-financing structures implemented with Mexican counterparts.

Public sector institutions and national development banks
NAFIN

e The “Eco Crédito Sustentable program”, launched in February 2024 by Mexico's
development bank NAFIN in coordination with Ministry of Finance and Public Credit
(SHCP) and Ministry of the Environment and Natural Resources (SEMARNAT), aims
to strengthen the sustainable competitiveness of SMEs by expanding access to
energy-efficiency financing. The program provides standardized high-quality
services, such as tailored energy audits, and offers concessional credit through
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participating commercial banks to support the adoption of technologies ranging
from efficient lighting to industrial boilers. It represents a government-led initiative
to scale energy-efficiency investments nationwide and reduce emissions in the
productive sector (Mitigation Action Facility, 2024).

e Eco Crédito Empresarial is an energy-efficiency lending program implemented
through Mexico’s development bank NAFIN in partnership with the Mexican Energy
Saving Fund (FIDE), aimed at enabling MSMEs to modernize equipment and reduce
electricity consumption through access to affordable credit. The program addresses
key barriers faced by MSMEs, especially limited access to investment finance for
efficient appliances and small-scale clean technologies. Thus, supporting emissions
reductions and improved competitiveness (Ministerio de Hacienda, 2024).

e In March 2025, NAFIN and the French Development Agency (AFD) signed a
structured USD 100 million financing agreement to scale green infrastructure and
sustainable buildings in Mexico, targeting energy efficiency, CO, emissions
reductions, and responsible water use in construction projects. The facility is
designed to expand NAFIN’s sustainable infrastructure offering and strengthen the
enabling financial ecosystem for climate-aligned investments across public and
private borrowers (AFD, 2025). As part of the NAFIN-AFD green infrastructure
facility, a USD 25 million tranche is sourced from the Green Climate Fund (GCF) under
the PEEB Cool initiative, providing preferential conditions to incentivize energy-
efficient and sustainable building practices. This blended structure strengthens
Mexico’s pipeline for low-carbon construction investments by combining
concessional climate finance with development bank lending (Mexico Business
News, 2025).

BANCOMEXT

In November 2025, BANCOMEXT published its Sustainable Financing Framework, aligning
its lending practices with Mexico’s NDC 3.0, Agenda 2030, and international standards such
as the ICMA Green, Social and Sustainable Bond Principles. The framework enables the bank
to mobilize capital toward environmentally and socially aligned investments, positioning
BANCOMEXT as a key public-sector financier capable of supporting low-carbon industrial
development and export-oriented industries. This demonstrates a broader governmental
commitment to scaling sustainable finance instruments beyond the s-TIP (Bancomext,
2025).

GIZ

A key complementary initiative is GIZ's project “Supporting Just Transition in Mexico”, running
2024-2028, which aims to enable decarbonization of key industrial sectors while ensuring social
and environmental equity, inclusive participation, and capacity building for green business models.
This program is directly relevant to CIF-IDP objectives because it supports regulatory instruments
and capacity building that can reduce non-financial barriers (skills, social inclusive mechanisms,
and / or governance) to industrial decarbonization and improve readiness for implementation at
scale (GIZ, 2025).

In addition, German development cooperation through BMZ (German Development Ministry) in
Mexico’s “Climate and energy, just transition” core area includes support for sustainable mobility
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and climate finance mobilization, including strengthening planning instruments and regulatory
standards in the financial sector, elements that can indirectly support investment readiness and
capital mobilization for transition infrastructure (Federal Ministry for Economic Cooperation and
Development, 2024).

European Union (EU)

The EU’s “Team Europe” proposal for Mexico outlines initiatives supporting a green transition and
sustainable mobility, including planning and investment support (e.g., sustainable mobility
planning, green finance capacity building, and climate/biodiversity policy elements). These
initiatives can complement the s-TIP by strengthening green finance practices and accelerating
enabling infrastructure aligned with resilient, low-carbon development pathways (Global Gateway).

United Kingdom (UK)

The United Kingdom supports partner countries on greener cities, resilient infrastructure, and
energy-related planning through the Green Cities, Infrastructure and Energy Centre of Expertise,
which was established by the Foreign, Commonwealth & Development Office (FCDO) and is
implemented primarily through the Green Cities, Infrastructure and Energy Program (GCIEP). In
Mexico, the UK has also financed analytical work on green hydrogen through the UK PACT Program,
including an assessment of the greenhouse-gas mitigation potential of green hydrogen and an
implementation roadmap to inform future action (Centro Mario Molina, 2021) (UK Government,
2026).

6.1.3. International programs implemented in Mexico

Mexico has previously implemented several Clean Technology Fund (CTF) programs focused on
accelerating renewable energy deployment through national development banks. For example,
NAFIN’'s CTF-backed clean-energy financing line enabled large-scale wind and solar investments,
including flagship projects such as the Eurus wind farm, alongside IFC and IDB, and contributed to
the mobilization of over USD 475 million toward clean-energy financing between 2010 and 2018.
These early CTF interventions also helped establish implementation models that continue to shape
Mexico’s energy-transition programs. (IDB, 2009) (CIF, 2026) (IFC, s.f.).

Green Climate Fund (GCF)

Mexico’s GCF country dashboard lists activities and programs and identifies Mexico’s National
Designated Authority within the Ministry of Finance and Public Credit, alongside accredited entities
and country-level information relevant for climate finance readiness and coordination. This
ecosystem can complement the CIF-IDP s-TIP by supporting readiness, strengthening institutions,
and potentially enabling additional climate finance channels aligned with national priorities (Green
Climate Fund, 2026).
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Global Environment Facility (GEF)

Mexico has a substantial GEF portfolio, with a “country-at-a-glance” profile including active projects
and allocations across focal areas such as climate change and others. GEF-supported programs,
particularly those addressing energy efficiency, enabling policies, and market transformation, can
complement industrial decarbonization objectives by strengthening enabling environments and
accelerating cross-cutting mitigation measures (GEF, 2025).

Danish Energy Agency

The Danish Energy Agency (DEA) has been actively supporting Mexico’s energy transition through
the Mexico—Denmark Energy Partnership, a long-term cooperation framework in place since 2014
that focuses on strengthening public-sector capacity in energy planning, renewable integration and
climate policy implementation. Under successive multi-year programs, the DEA has worked with
Mexican authorities to advance onshore and offshore wind development, energy efficiency,
bioenergy, power-system planning and renewable-energy integration, including the deployment of
long-term technical advisors embedded in Mexican institutions. More recently, this cooperation
has been operationalized through a technical collaboration plan between the DEA and CFE for the
period 2024-2025, which targets wind energy (onshore and offshore), power-plant flexibility,
strategic  environmental and social impact assessment processes (ESIA), and
renewable-technology planning, reinforcing Mexico’s institutional and technical capacity to
implement a just and reliable energy transition (Ministry of Foreign Affairs of Denmark in Mexico,
2020) (Federal Comission of Electricity, 2024).

Based on the initiatives above, Mexico’s s-TIP will operate within a coordinated ecosystem where partner
MDBs and the public sector support investment planning and scalable finance structures, public
institutions and national development banks strengthen de-risking platforms and institutional capacity,
and bilateral and regional programs reinforce enabling regulations, just transition, equity, and market
creation tools.
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7.Implementation Potential with Risk Assessment

7.1. Country risks

Although Mexico has in place some institutional, regulatory, and financial foundations to enable industrial
decarbonization, such as the updated National Climate Change Strategy or the TSM (SEMARNAT, 2025)
(SHCP, 2023) (SHCP, 2024). However, the implementation of CIF-supported investments may face risks
related to institutional coordination, technological readiness, environmental regulations and safeguards,
social acceptance and impacts, and financing conditions. Despite the positive impacts that the industrial
green transition is expected to generate in Mexico, it may also lead to negative effects that must be
identified at early stages to avoid them, rather than addressing them once they have been materialized.
The industrial green transition could create adverse impacts for affected stakeholders and communities
as in different dimensions, described below.

This section further elaborates on the structural barriers presented in Section 2.4 but focuses on the
specific risks that could affect project execution and delivery.

7.1.1. Institutional

Industrial decarbonization projects, especially those involving energy storage, new industrial
technologies, or renewable energy infrastructure, may encounter:

e Regulatory heterogeneity and inconsistency: The application of industrial and environmental
regulations remains state- and location-dependent, creating uncertainty around permitting and
compliance processes. In the case of industrial parks, for instance, businesses must navigate not
only a baseline of national norms and regulations, such as the Ley General de Equilibrio Ecoldgico
y Proteccion Ambiental (LGEEPA, General Law on Ecological Balance and Environmental
Protection) or the Ley General para la Prevencion y Gestion Integral de Residuos (LGPGIR, General
Law for the Prevention and Integral Management of Waste), but also a patchwork of voluntary
and state-level standards, like the Norma Ambiental del Estado Guanajuato (Environmental Norm
of the State Guanajuato) or the Ley de Residuos Sélidos y Economia Circular del Estado de
Morelos (Solid Waste and Circular Economy Law of the State of Morelos) (AMPIP, 2025). This
could result in uneven implementation of decarbonization strategies across states.

¢ Coordination and mandate gaps: Operational coordination across SEMARNAT, SENER, CONUEE,
SE, and state authorities may delay approvals for innovative technologies lacking established
regulatory pathways.

e Absence of sector-specific decarbonization strategies: While some industries, such as the
cement industry, have a clear national sector decarbonization pathway (CANACEM, 2023), others,
such as chemicals and aluminum, still lack sectoral roadmaps, which increases the risk of
fragmented and uncoordinated implementation. This gap is compounded by limited access to
information on emerging low-carbon technologies, as well as insufficient understanding of their
costs, performance, and potential benefits. Without clear sectoral guidelines and up-to-date
technical knowledge, actors may struggle to identify priorities, coordinate actions, and commit to
long-term investments, slowing the development of project pipelines.

¢ Uncertainty at an international level: Recent U.S. tariff actions (despite not significantly cutting
Mexico's export volumes) have created uncertainty for industrial planning, particularly in
automotive, steel, electronics, and other export-oriented sectors. Ongoing Section 232
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investigations prompt firms to delay capex, reassess supply chains, and apply higher risk
premiums amid fears of broader trade measures. (UBS, 2025). Unexpected changes in tariffs
associated to imports of technologies required for decarbonization activities could also have an
impact on the deployment of sustainable solutions across the industrial sector.

e Prolonged US - Mexico — Canada Agreement renegotiations or substantive changes could
subdue industrial investment. Export-dependent industries would then face greater volatility,
disrupted long-term planning, and risks to growth, competitiveness, and supply-chain resilience.
(UBS, 2025).

¢ Implementation risk (policy—practice gap): Regulatory frameworks may be enacted but not
effectively operationalized, creating uncertainty and constraining private investment. For
example, reforms to the Mining Law published in April 2022 declared lithium a strategic resource
and reserved its exploration and exploitation for the State, explicitly stating that no concessions
or permits would be granted for lithium activities, and that the State would control the lithium
value chain through a public entity. A dedicated state entity (LitioMx) was subsequently created,
yet commercial lithium extraction and a domestic EV battery industry have not materialized to
date, reinforcing the risk that institutional actions can remain largely non-operational and limit
private-sector initiative.

Unless mitigated by strengthened coordination platforms and targeted technical assistance, these risks
may result in longer permitting timelines, higher transaction costs, and slower project development. This
uncertainty may also discourage firms from advancing on projects even when the concessional or
blended finance instruments are available, limiting their capacity to advance to funding approval. These
external risks add on to the already subdued private investment due to policy uncertainty and regulatory
changes.

7.1.2. Technology

Hard-to-abate industrial sectors rely on technologies that vary in maturity and require robust enabling
infrastructure. Section 2.4 identifies important gaps in electrification, green hydrogen, CCUS, and
RE+BESS deployment, which translate into the following risks:

e Limited commercial readiness: Key decarbonization options such as green hydrogen, CCUS,
BESS and electrified processes remain at the pilot stage in Mexico, posing uncertainties related
to integration, performance, and maintenance (International Energy Agency, 2024) (World Bank
Group, 2023).

e Grid and energy supply constraints: Electricity grid congestion and limited availability of clean
electricity, documented in Section 2.4 and national energy assessments, could delay industrial
electrification and the deployment of RE+BESS systems. A recent IEA analysis shows that
congestion management costs tripled in Germany, the USA, and Great Britain, and increased
sixfold in the Netherlands, indicating that grid bottlenecks are already a major barrier to
integrating new clean loads and storage (International Energy Agency, 2025). In Mexico, CFE’s
2024-2028 Business Plan similarly acknowledges structural bottlenecks and outlines targeted
transmission reinforcements, especially in the Northwest of the country, to alleviate congestion
and expand the capacity of clean energy (CFE, 2024).

e Supply chain vulnerabilities: Nearshoring boosts demand for low-carbon tech but exposes
reliance on imported components amid global shortages (BCG, 2024).
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7.1.3. Environmental

Despite Mexico's existing commitment to environmental protection, projects receiving support from CIF
might still face challenges:

e Extended environmental impact assessment timelines: Projects involving new industrial
infrastructure, land use changes, or alterations to thermal processes may require comprehensive
ElAs, cumulative-impact assessments, or water-use analyses.

e Local environmental constraints: Water scarcity, waste-handling limitations, and air-quality
considerations may impose additional mitigation obligations. For example, chronic water scarcity
is already threatening industrial development in the north of the country (Wood, 2025).

e Climate-induced operational risks: Increasing heat and water variability may affect plant
performance, especially where electrification or cooling systems increase water and energy
demand. For example, in Mexico in 2024, simultaneous heatwaves and low hydropower
availability caused supply tightness during periods of elevated electricity demand, illustrating how
extreme heat and water shortages can directly strain system reliability (International Energy
Agency, 2025).

e Potential environmental impacts of lithium extraction: Increased lithium exploration and
extractions, particularly in arid regions, may burden local water resources, land use, and
ecosystem integrity (Vivoda, Bazilian, Khadim, Ralph, & Krame, 2024).

Mitigation actions may include enhanced environmental management plans, early safeguards screening,
and proactive engagement with authorities.

7.1.4. Social

From a social perspective, the main risks associated with industrial decarbonization investments relate
not only to whether jobs are created or lost in aggregate, but also to how transition benefits and costs are
distributed across workers, firms, communities, and territories. A socially sustainable transition will
depend on whether workers can adapt to changing production systems, whether women and other groups
facing exclusion barriers can access new opportunities, and whether place-based inequalities are reduced
rather than reinforced.

Workforce readiness gaps: Existing shortages in specialized technical skills may delay the deployment
and operation of new low-carbon technologies. This is particularly relevant where industrial
decarbonization depends on new engineering, maintenance, digital, or process-management capabilities
that are not yet widely available in local labor markets or training systems.

Workforce transition and job displacement risks: In some sectors, the main social challenge may not be
large-scale net job loss, but rather the transformation of existing roles and the risk that incumbent workers
are unable to adapt to changing skills requirements. Without adequate reskilling, upskilling, redeployment
support, and links to training systems, workers in legacy processes may face exclusion from emerging
opportunities.

Territorial inequality and concentration of opportunities. If low-carbon investments and related capacity-
building are concentrated in only a limited number of industrial hubs or regions, this may result in unequal
access to emerging opportunities across the country. Regional disparities in infrastructure, transport,
formal employment, and training ecosystems may further reinforce uneven transition outcomes,
particularly in areas with weaker labor market alternatives or higher social vulnerability.
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Unequal access to transition benefits: Industrial decarbonization may create new employment, supplier,
and enterprise opportunities, but these benefits are unlikely to be distributed evenly without deliberate
action. Women remain underrepresented in many of the sectors, occupations, and leadership roles most
closely associated with industrial decarbonization, especially in technical, operational, supervisory, and
decision-making positions. More broadly, unequal access to technical education, professional networks,
finance, formal employment pathways, and business opportunities may also limit participation by
Indigenous and Afro-Mexican communities, youth, older workers, persons with disabilities, and workers
in informal or precarious employment.

Gender-specific barriers to participation, retention, and advancement. Gender disparities are not limited
to recruitment. Women may face structural barriers in accessing technical and vocational training,
entering operational roles, remaining in male-dominated workplaces, and progressing into supervisory
and leadership positions. These barriers may be compounded by unpaid care responsibilities, unsafe or
inaccessible transport, lack of childcare, biased recruitment and promotion practices, inadequate
workplace facilities, and gender-based violence, including sexual harassment and intimidation in
workplaces or commuting contexts. If not addressed, these factors may reduce women'’s ability to benefit
from industrial transition, may reinforce existing occupational segregation, and may widen gender gaps
within these sectors.

Stringent social-impact regulation: Mexico’s social-impact requirements for energy and related projects
increase the importance of early social risk identification, stakeholder engagement, and mitigation
planning. Where these requirements are not addressed early, projects may face greater scrutiny, delays,
or implementation bottlenecks. For example, the recent General Administrative Provisions on Social
Impact Statements for Energy Projects, issued by SENER, introduce more strict requirements for early
engagement, identification of affected and vulnerable groups, as well as for the implementation of
mitigation measures (Secretaria de Energia, 2026). These new provisions increase the level of scrutiny
for energy projects and may increase approval times if not managed on time.

¢ High informality and weak labor market intermediation. High levels of informality may limit
workers’ access to social protection, training, stable working conditions, and transition support.
This can slow the adoption of advanced industrial practices and reduce the inclusiveness of
transition outcomes, particularly where workers in supply chains or surrounding local economies
remain outside formal labor market systems.

e Nearshoring-related inclusion risks. While nearshoring creates important opportunities for
industrial upgrading and new investment, its benefits may be constrained by infrastructure gaps,
unreliable energy supply, skilled labor shortages, stagnant labor conditions, and local
development constraints. Without deliberate inclusion measures, nearshoring-linked growth may
reinforce existing inequalities rather than broaden access to better jobs and enterprise
opportunities.

¢ Community acceptance risks: Potential community concerns around land use, visual impacts
from renewable installations, noise, and limited local benefits must be carefully addressed.
Inadequate community consultation has previously led to social conflicts that placed 54 energy
projects at risk by 2017, with a UN Special Rapporteur reporting that Indigenous communities
faced land dispossession and environmental harm from poorly consulted development (World
Resources Institute, 2021).

These risks can be mitigated through early social screening, workforce transition planning, gender-
responsive and inclusive project design, meaningful stakeholder engagement, community benefit
approaches, and monitoring arrangements that track employment, participation, and inclusion outcomes.
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In particular, supported investments should integrate measures to expand access to technical training
and career progression for women and other underrepresented groups, strengthen safe and harassment-
free workplace conditions, and ensure that affected workers and communities are able to participate in
project preparation and implementation. This will be important to align project design with CIF's just
transition principles and to support more inclusive and socially sustainable industrial transformation.

It will be vital for projects to promote gender-responsive workforce development, inclusive consultation
practices, and community-benefit mechanisms aligned with CIF's just transition principles.

7.1.5. Financial

Section 2.4 outlines Mexico’s evolving sustainable finance ecosystem and the necessity of bespoke de-
risking strategies. Specific implementation risks include:

¢ High upfront capital requirements: Early deployment of green hydrogen, battery-related activities,
CCUS, electrified heat, advanced storage, or renewable process heat requires significant upfront
investment, long lead times with uncertain cost trajectories. For example, the IEA’s Global
Hydrogen Review shows that electrolyzer and CCUS-equipped hydrogen projects remain highly
capital-intensive, with capex representing the dominant share of total project costs (International
Energy Agency, 2024). Furthermore, in Mexico, it is estimated that implementing the full portfolio
of mitigation measures needed to achieve the country’s NDC would require approximately 103.9
billion USD in cumulative investment by 2030 (INECC, 2021). This could also create a risk of
capital being locked without revenue generation.

¢ Limited availability of suitable financial products: Domestic lenders remain hesitant to finance
technologies with uncertain payback periods or a limited operational track record. For example, a
report by the Federation of American Scientists highlights that the lack of accessible credit and
persistent lender hesitancy constitute major barriers to the deployment of clean technologies
(Bafford, 2026).

¢ Market and policy uncertainty: Uncertainties around clean-energy obligations, weak carbon-price
signals, climate policy, and fossil fuel subsidies may affect financial certainty (Asteriou & Dimiski,
2026) (Chiang, 2025). Mexico’s Emissions Trading System (ETS) is still transitioning beyond its
2020-2022 pilot phase, with allocation rules and MRV obligations not yet fully operational, adding
uncertainty around future compliance costs for industry (SEMARNAT, 2025).

e Credit growth deceleration risk: Although Mexico's banking sector remains sound, with strong
capitalization, liquidity buffers, and supervision, decelerating credit growth poses material risks
for the industry (Mexico Business News, 2026). Amid weak demand and external uncertainty,
firms face tighter financing, especially energy-intensive and export-oriented ones reliant on stable
capex conditions. Prolonged credit constraints could delay modernization and cleaner technology
deployment (Allianz, 2026).

The use of tools such as blended finance, concessional capital, and risk-sharing instruments will be
crucial in mobilizing private co-financing and improving the bankability of projects.

The following table provides a structured overview of the risks discussed, along with corresponding
mitigation strategies and residual concerns to be taken into consideration.
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Table 1: Summary of key implementation risks and potential mitigation measures.

Risk/Category

Institutional

Technology

Environmental

Social

Description

Regulatory heterogeneity
and inconsistency

Coordination and
mandate gaps

Absence of
sector-specific
decarbonization
strategies

International uncertainty

USMCA renegotiation
uncertainty

Policy-practice gap

e Limited commercial
readiness of key
technologies

e Grid and
clean-energy supply
constraints

e Supply-chain
vulnerabilities for
low-carbon tech
components

e Extended
environmental
impact assessment
timelines

e Local environmental
constraints

e Climate-induced
operational risks

e Workforce readiness
gaps

e Community
acceptance risks

e Unequal benefit
distribution

e High workforce
informality

Mitigation

Strengthen inter-agency
coordination platforms;
harmonize permitting
processes; develop
sectoral roadmaps;
enhance trade-risk
planning; and leverage
MDB technical assistance
and risk-sharing tools.

Support demonstration
projects, phased
deployment, and enabling
infrastructure (RE, BESS,
grid upgrades); promote
technology transfer and
diversified sourcing
strategies.

Early safeguards
screening, adaptive
environmental
management,
resource-efficiency
measures, and
climate-resilient
engineering design

Integrate reskilling
programs with priority
access for women and
vulnerable groups in
affected territories.
Establish community
benefit agreements
(CBAs) linked to project
milestones to channel
decarbonization gains
beyond immediate project

Residual Risk

Variability in
institutional
capacity,
evolving trade
conditions, and
uneven
alignment across
states may
continue to
create approval
delays and
medium-term
planning
uncertainty.

High costs,
infrastructure
bottlenecks, and
global
supply-chain
volatility may still
slow scaling and
increase
technology
adoption risks.

Persistent
hydrological
stress, localized
environmental
constraints, and
extreme events
may continue to
impact
permitting
schedules and
operational
reliability

Structural
inequalities,
informality, and
uneven regional
capabilities may
still limit fully
equitable
participation and
could affect
project
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e Nearshoring sites. Set local implementation
opportunity— employment targets for timelines.
constraint gaps construction and

operations phases with
compliance monitoring.
Apply procurement
preferences for local
SMEs with supplier
development support, and
ensure inclusive, gender-
responsive consultation
across all project-area

territories.
e High upfront capital Use blended finance, High capital
requirements concessional capital, intensity, macro
« Limited availability of guarantegs, and voIat.|I|ty, and
S uitalse el standardlze.d. _ . caut|o'us lender
products green/transfuon financial beha_wor may
products to improve continue to
Financial e Market and policy bankability constrain
uncertainty investment
e Credit growth volumes despite
deceleration risk de-risking

efforts.

7.2. Absorptive capacity and associated investments

The absorption capacities are estimated by the capability of the country to execute the IDP promptly and
form, to effectively use the resources leveraged, and to achieve the expected targets set out, without
major deviations. Mexico has received and still receives external cooperation and investment resources
in different economic sectors for the private sector, which have been appropriately allocated in the past
to maximize their impact. Mexico’s financial structures and companies demonstrate the capability to
effectively implement large-scale local projects related to the decarbonization of the sector.

Regarding institutional challenges Mexico may face, Mexico has a set of legal and economic instruments
in place (described in Section 3.3 and 3.4), a set of national plans and strategies to accelerate industrial
decarbonization, and an increasingly robust institutional framework that provides a solid foundation for
coordinating complex, multi-sector investments. While institutional fragmentation remains a challenge,
existing federal entities and sectoral agencies possess the technical depth required to progressively
improve inter-agency coordination. This foundation also evidences the country’s political will and
commitment in the long term, preventing policies from being reversed.

From a technological and operational perspective, Mexico’s absorptive capacity is uneven but improving,
reflecting both strong industrial capabilities and gaps in emerging low-carbon technologies. Scaling
technologies such as renewable energy generation, BESS, and the adoption of innovative technologies,
such as CCUS, will require phased deployment and demonstration-to-commercial transition support,
which will be backed up by the s-TIP's objective of de-risking projects that will have a catalytic effect,
enabling the gradual replication and scaling-up of similar initiatives. Moreover, strengthening the
workforce and the skills required to ensure reliable absorption of the outcomes aligns with the spirit of
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the CIF and the just transition principles adopted under this STIP, which emphasize local value creation,
inclusive development, social acceptance, and equitable benefit distribution.

From a socio-economic perspective, Mexico is positioned as the world’s fifteenth-largest economy and
the second largest in the region. In 2024, the country’s GDP amounted to approximately USD 1,856.6
billion in current prices (World Bank, 2025). Following the contraction of -8.3% in 2020 due to the COVID-
19 pandemic, the economy rebounded in 2021, posting growth of 4.8%. (CAF, 2023). Growth subsequently
moderated to 3.7% in 2022 and 3.3% in 2023 (Government of Mexico, 2025).

Macroeconomic stability has helped mitigate systemic risks. Annual inflation began a downward trend in
2023, declining by 3.2% (Government of Mexico, 2025), and stood at 3.5% in July 2025.

As the second-most populous country in Latin America, Mexico had a population of 129.5 million people
in 2023, of which 51.7% were women (INEGI, 2024). The population is predominantly urban, with 79%
residing in cities in 2020 (Government of Mexico, 2025). The multidimensional poverty rate declined from
43.2% in 2016 t0 29.6% in 2024, enabling 13.7 million people to move out of poverty (World Bank, 2025).
In the labor market, the labor force participation reached 59% in 2025, while the unemployment rate stood
at 2.7% (INEGI, 2025), but labor informality remained high at 54.8%. The contribution of the industry to the
country’s GDP and Mexico's participation in foreign trade reflect the country’s integration into global value
chains. All these aspects provide confidence and security that Mexico will be able to absorb CIF's
resources on the scale of the IDP.
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8.Monitoring and Evaluation

The Monitoring, Evaluation and Learning (MEL) approach for Mexico’s s-TIP is based on the CIF-IDP’s
Integrated Results Framework (IRF), which defines different impact dimensions and performance
indicators. It was prepared collaboratively between the GoM and the MDBs, with the main purpose of
tracking, evaluating, and reporting progress on impacts, outcomes, and objectives in different relevant
dimensions.

The IRF is a mirror of the results from the supported activities described in Section 4 and of CIF-IDP’s
Theory of Change (ToC). In this integrated approach, the impact of the implementation of the IDP’s
components in Mexico and their respective investments are measured multidimensionally through a
defined monitoring, evaluation, and learning approach, to track the program’s impacts on relevant areas,
including gender equity, social inclusivity, and contribution to SDGs, and following the just transition
principles. The purpose of this approach is to get a holistic understanding of the IDP’s progress in Mexico
and the progressive achievement of multidimensional, long-term effects.

8.1. Entire systems analysis

The IRF integrates multi-dimensional systemic dimensions in the definition of the expected results and
targets to strengthen the Monitoring and Reporting (M&R) of the IDP’s impacts in Mexico’s industry. This
includes measurable indicators at different levels, from the program’s overall impacts to the project-level
outcomes, co-benefits and outputs. In parallel, the Evaluation and Learning (E&L) approach addresses
transversal concepts that are relevant for achieving a transformation of Mexico’s Industry aligned with
the just energy transition principles.

The IRF adopts a holistic perspective as it measures transformational change based on signals across
five dimensions: (1) Relevance, (2) Systemic change, (3) Speed, (4) Scale, and (5) Adaptive sustainability.

8.2. Anticipated program-level impacts

establishes that Mexico's IDP will contribute to an “Accelerated
transition of high-emitting industries to zero-carbon practices and investments unlocked in low- to net zero-
carbon and climate-resilient business models and technologies” (CIF, 2026).

The IDP’s Theory of Change (ToC) reflects the program'’s expected transformational impact on Mexico's
Industry. The proposed ToC for Mexico is based on the premise that if the program supports a
coordinated package of interventions that:

o addresses capital, risk-sharing, and bankability constraints through concessional and blended
finance for industrial decarbonization investments under Components 1 and 2;

e improves access to reliable, lower-carbon energy for industrial activity through renewable
energy and battery energy storage system (RE+BESS) investments and related infrastructure
under Component 2; and

e strengthens enabling conditions for industrial decarbonization through Component 3 technical
assistance, including support for regulatory clarity, project preparation, institutional coordination,
gender equality and social inclusion, and workforce readiness,
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This will allow private-sector actors to be better positioned to develop, finance, and implement industrial
decarbonization projects across priority sectors, industrial parks, and emerging manufacturing
ecosystems in Mexico.

This, in turn, is expected to accelerate:

(i) the decarbonization of four high-emitting, hard-to-abate industries through the deployment of low-

carbon technologies (Iron & Steel, Cement, Aluminum, and Chemicals);
(i) the development of renewable energy, storage, and other enabling infrastructure for the Mexican
industrial activity; and

(iii) the strengthening of low-carbon manufacturing and electromobility value chains within a more
supportive regulatory, institutional, and social environment.

The expected impact of Mexico’s s-TIP is the structural transformation of fossil-fuel-based industrial
processes towards low-carbon solutions across the four prioritized hard-to-abate industrial sectors,
increased deployment of renewable energy and storage assets across Mexico’s industrial systems, and
the development of the electromobility value chain, including vehicle fleet electrification in industrial
contexts and the expansion of associated charging infrastructure. These impacts are expected to be
accompanied by more inclusive and just transition approaches that recognize differentiated impacts
across firms, employees, and regions, and support workforce readiness, stronger domestic value chains,
and more equitable industrial transformation.

With the adoption of the principles of an equitable and just transition, the transition to a low-emission
industry will simultaneously contribute to Mexico’s economic growth and competitiveness, as it seeks to
boost both existing as well as new manufacturing supply chains and achieve positive socio-economic
impacts that will be reflected by signals of transformational change, as described in Section 8.4.

In addition, as stated in the IRF, Mexico’s s-TIP will have a country-level impact by contributing to the
following national targets:

e Reduction of 734,485 tC0O2/year from industrial emissions, that would achieve the reduction of
6.6 Mt CO2e by year 2035, contributing around ~10% of Mexico's NDC 3.0 conditional industrial-
sector ceiling of ~60 MtCO,e from the absolute 332-363 MtCO,e by 2035;

e Mobilization of a total program financing envelope of USD 1,930 million, comprising USD 250
million in CIF-IDP concessional resources and USD 1,680 million in co-financing from participating
MDBs and private sector investors, mobilizing green capital (in line with Mexico’s Sustainable
Taxonomy eligibility criteria) and contributing to Mexico's Sustainable Finance Mobilization
Strategy estimates of approximately USD 96 billion required to be mobilized annually to meet the
country's sustainable development targets;

e Reduction of the energy intensity of the industrial sector (that will vary depending on the industrial
subsector), aligned with the target from the Energy Sector Program (PROSENER) 2025-2030 of
reducing by 2.9% the annual energy intensity through 2036; and

e Increase of the percentage of formal employment in manufacturing industry within the Chemicals,
Cement, Aluminum, Iron & Steel, and transport sectors.

8.3. Integrated Results Framework (IRF) table

The IRF presents the indicators that will allow to track, to measure and to evaluate all expected results of
the implementation of the IDP through the proposed investments in Mexico along with baselines and
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targets for each of the two defined components. According to CIF's Integrated Results Framework,
different indicators at different results levels need to be defined for the monitoring and reporting (M&R)
process in a nutshell, the five results are: CIF Impacts, Industry Decarbonization Impacts, Industry
Decarbonization Outcomes, Industry Decarbonization co-benefits, and Industry Decarbonization Outputs,
including baselines, targets, and means of verification.

Reporting through indicators is complemented by an evaluation and learning perspective, which explains
how the investments will result in transformational changes of the hard-to-abate industry in Mexico,
across the aforementioned relevant dimensions. The expected contribution to a just transition, the
alignment with national priorities, and the contribution to SDGs at the different results levels is also
described in this context.

The M&R approach of the achieved results due to the implementation of CIF-IDP in Mexico will be in line
with the processes described within IDP’s Monitoring and Reporting Toolkit, involving Mexico’s focal
points, CIF’'s teams, and MDBs, who will be responsible for reporting the investments’ progress both at
the program and project levels.

Results at the project level must be annually reported to the MDBs, who will be responsible for reporting
to CIF. Beneficiaries of CIF funding and the associated implementing entities will be responsible for
providing all necessary information to comply with the M&R requirements, based on the commitments
agreed and on MDBs’ own Monitoring & Evaluation systems.

Mexico’s IDP IRF table is included in Annex 10.12%8,

8.4. Proposed approaches for tracking and evaluating transformational
change, across its five dimensions

Methodologies for tracking transformational change

IDP’s M&L Toolkit defines supporting questions that help to identify the transformational impact for each
one of the five dimensions: relevance; systemic change; speed; scale; and adaptive sustainability.
Answering these questions helps to deepen the transformational intent and understanding of the
transformational impact for the Industry Decarbonization Program, investment plans, and projects. The
questions focus on what changes are required and how they may be realized. The “what” questions relate
to outcome signals, which are aligned to global and country goals and provide direction for action, while
the "how” questions are connected to the process signals needed for moving toward the identified goals.

Aligned with these guidelines and in addition to reporting on quantitative indicators, the
transformational change of Mexico’s IP and its specific interventions will be assessed through the
following questions, covering all transformational dimensions:

28 For this s-TIP, the indicators are indicative, and the results will depend on the projects selected for CIF's financing,
based on the implementing entities’ decisions and eligibility criteria, considering the country’s needs and CIF's
requirements.

78

Official Use Only



¢ What fundamental changes and large-scale positive impacts, relevant to industry
decarbonization and just, inclusive energy transitions, need to be brought about, and have those
been achieved?

e How do interventions under each financial component remove entrenched barriers and open
new pathways for systemic changes required to ensure industry decarbonization?

e How do interventions under each financial component elevate the influence of beneficiaries and
other stakeholders, including marginalized and vulnerable groups, to contribute to and benefit
from industry decarbonization?

e How does each intervention accelerate progress towards industry decarbonization?

e How does the intervention increase the number of people and institutions or expand the
geographic areas engaged with or benefitted from industry decarbonization?

¢ How does the intervention build the capacity of stakeholders and institutions to advance change
along sustainable development pathways?

[ )
For each of the questions listed below, both “emerging” and “advanced” signals will be reported to CIF.

A mid-term evaluation of IDP’s implementation after 5-7 years will be conducted to measure progress
and results so far, and, in case required, to propose potential modifications to the s-TIP A final evaluation
of the investments and of the IDP implementation will be conducted after 8-12 years of the program’s
implementation, which will reflect its impacts at the wide national level in Mexico, to measure if the targets
set out within the IRF and transformational changes were achieved.

Transformational change contribution across its five dimensions

The Evaluation & Learning (E&L) approach takes a comprehensive systemic perspective and measures
transformational change by identifying signals across its five dimensions, as presented below. This E&L
process will be supported by CIF’'s E&L expert teams.

(i) Relevance:

Mexico's s-TIP and the investments to allocate CIF's resources will contribute to achieving CIF-IDP
objectives and criteria by considering and aligning three concepts:

e Alignment: Mexico has extensive large-scale industries and several industrial parks where production
plants are concentrated, which are key for Mexico’s economy (as described in Section 3.1). Their
energy consumption is relatively high and therefore has a significant contribution to the country’s
GHG emissions. Decarbonizing Mexico’s industry requires the adoption of low-carbon solutions and
the integration of renewable energies and additional capacities, considering that the electricity grid
currently mostly relies on natural gas, coal, and oil, with a share of renewable sources, such as
hydropower and solar PV, of less than 30%. Nevertheless, projects aiming at the adoption of low-
carbon solutions and the generation of new renewable energy capacities are facing both technical
and financing constraints, hindering their development and therefore limiting Mexico’s pathway to a
near-zero economy. Based on transparent, country-led stakeholder engagement and consultation
processes to develop the country’s investment plan aligned with the economy’s commitments to
decarbonization and socially inclusive transitions, the four prioritized hard-to-abate industry sectors
have been identified as critical areas to target due to their relevant contribution to the GHG emissions
inventory of Mexico and due to their high- energy consumption levels, as well as their dependence on
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fossil energy sources. Also, decarbonizing Mexico's industrial parks/uses, as defined in Section 0,
has been prioritized as a strategic measure due to the impact that integrating renewable sources in
such parks will have on both the existing facilities and the new electromobility value chains expected
to be developed.

e Goals: the projects that will be selected for allocating CIF-IDP’s resources will contribute to achieving
Mexico’'s NDC 3.0 targets, Plan México, Mexico's Sustainable Taxonomy, Mexico’'s National
Development Plan, and/or the Program for Economic Development Poles for Wellbeing (PODECOBIS),
as these projects will align with the mitigation components defined for the industrial sector and
advancing to the country’s net-zero targets. They shall further strengthen the integration of climate
considerations into institutional and sectoral decision-making. This integration is expected to be
reinforced through alignment with current and future strategic planning processes, including the
implementation and potential updates of national industrial and sustainable finance frameworks. In
particular, SHCP, as the lead authority for public financing policy, plays a central role in aligning
financial instruments with national climate and environmental priorities, integrating resource
mobilization strategies, and advancing policy reforms across sectoral agencies, where appropriate.

The s-TIP and its components are built on the four transversal pillars defined by the GoM as cross-
cutting measures: (a) Circular Economy and Resource Optimization; (b) Energy Efficiency and
Technological Modernization; (c) Grid decarbonization; and (d) Renewable energy for industrial parks.
These cross-cutting measures will be directly targeted with the investments, as potential technologies
to be financed under Components 1 and 2 include, among others, investments on circular economy
infrastructure, the development of RE to supply industrial parks, and the integration of energy and
water efficiency measures. They will support the efforts to address barriers to Industry
Decarbonization, just transitions, improved energy efficiency, and green financial markets access.

e Action: CIF's concessional resources will support materializing such initiatives. The two components
envisioned for Mexico's s-TIP have been designed considering the aforementioned factors and will
act as complementary measures, as Component 1 focusing on the decarbonization of targeted
hard-to-abate industrial sectors, while Component 2 addresses the decarbonization of enabling
infrastructure and emerging value chains that together form a holistic ecosystem integrating clean
infrastructure with low-carbon industrial production.

To ensure that investments are in line with the s-TIP objectives during the operational phases of the
program, the IRF will be the main pillar for verification. Reporting and monitoring of the projects’ outcomes
will reflect if the results are in line with the expected targets, and if the actual results at that stage are
deviating from the expectations, corrective measures will be applied to ensure that investments are
contributing to CIF’s overall mission. MDBs and national institutions will be involved in the process of
reviewing and reporting projects’ annual progress and results and will also assess their contributions to
Mexico’s national objectives, in line with the s-TIP’s IRF and the corresponding impact indicators defined
at the country-level, as well as the core indicators defined at the project-level.

(ii)  Systemic Change:

The elaboration of the s-TIP has been realized through a collaborative process involving a wide range of
stakeholders, including private sector representatives from the prioritized industrial sub-sectors, industry
associations, public institutions, and civil society groups, through a series of activities including
workshops and a stakeholders’ consultation, aiming at ensuring an investment planning that integrates
diverse perspectives of different interest groups in Mexico. This has helped in identifying strategic
elements that are relevant to achieve systemic and sustainable structural transformations in Mexico’s
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emission intensive industry, considering local value creation and social aspects. In particular, a GESI and
just transition workshop was developed to identify barriers and recommendations to be taken into
consideration for the design of the s-TIP.

The identified barriers (described in Section 2.4) for Mexico’s industrial decarbonization rely mostly on:
() financing gaps to originating, de-risking, and scaling investments, due to the high costs of
decarbonization and low-carbon solutions; (ii) technical gaps as technologies remain at pilot stages and
the current infrastructure cannot support large-scale clean energy integration, resulting in operational
uncertainties, configuration challenges, and performance risks,; and (iii) social barriers, mainly related to
skills shortages, mismatch between training and industry needs, and equitable opportunities reflected by
the lower participation of women in technical and operational positions and lower salaries, that results in
the emigration of highly skilled women.

Opportunities for structural and systemic change have been identified, which are based on the
convergence of multiple mechanisms that will progressively shift market conditions and private-sector
standpoints, thereby creating an enabling environment. These mechanisms include the following:

¢ Increasing renewable energy supply: financing the development of new, additional renewable energy
capacities will directly decarbonize Mexico's industrial parks/uses but is also expected to generate a
catalytic and replicable effect for the decarbonization of Mexico's electricity grid, going beyond the
decarbonization of only the industrial sector, but also supporting decarbonizing other sectors, such
as the residential and transport sectors.

¢ De-risking first movers: financing early projects aiming at adopting low-carbon technologies in hard-
to-abate industries will reduce entry barriers and risks, increasing confidence for first movers to
invest. Afterwards, replicability and scalability effects are expected by other project developers, which
will allow for more projects to be materialized, creating a project pipeline that will drive demand for
low-carbon technologies and products, resulting in economies of scale.

¢ Diversifying the national economy: investments will allow for new value chains to be developed,
particularly in battery manufacturing for electric mobility and energy storage systems. These new
value chains will be in line with the low-carbon industrial development, as their manufacturing is
expected to take place within decarbonized industrial parks. The creation of new value chains will
also strengthen domestic manufacturing capacities and generate new employment opportunities.

¢ Improving social capabilities and skills: the development of the projects falling under the
components defined in Mexico’s s-TIP will contribute to local capacity building and skills development
for the local workforce, including women, indigenous populations, Afro descendants, or other
vulnerable groups. Just-transition considerations will enable Mexican companies to strengthen their
ability to structure and operate low-carbon projects, while improving workforce readiness and
reducing technical barriers for project development.

e Advancing on solutions that integrate a diverse workforce: Technological modernization and
ergonomic improvements are expanding opportunities across job roles, enabling greater participation
a more diverse workforce, including women and people with disabilities, in positions that have
historically been male dominated due to structural and design barriers.

Together, these mechanisms will drive systemic changes across Mexico’s industrial value chains,
targeting upstream segments with the integration of renewable energy; midstream operations, by
integrating low-carbon solutions to industrial processes; and downstream segments, by the
manufacturing and commercialization of low-carbon products, of both the industry and energy power
systems.
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(iii)  Speed:

The s-TIP must balance the speed of change required by the urgency of addressing climate change with
social inclusion and just transition aspects in a feasible and timely manner.

Regarding the needs of responding to current climate change urgencies and secure speed of
implementation, the program will prioritize technologies that have achieved pre-commercial
demonstration but have not yet been deployed at scale in Mexico. During the preparation of the s-TIP,
techno-economic analyses were conducted to identify four hard-to-abate industries with already available
low-carbon technologies to be adopted in the near-term, due to their already advanced TRLs (7 or above),
as described in Section 4.2. Besides, Mexico had +450 industrial parks in operation in 2025, and +100
under construction, reflecting there is currently significant potential for decarbonization, same as for the
decarbonization of the battery value chains, that will decarbonize the already well-established Mexico’s
automotive industry and the needs of the several industrial parks. Thus, these industries reflect the
existing decarbonization potential that can be rapidly addressed, aligned with the urgent need for adopting
decarbonization measures to advance toward net-zero targets in the short and medium term.

To balance this speed with the required time to ensure social inclusion and a sustainable just transition,
GESI and JT studies have been conducted, through which current gender gaps and inequalities in Mexico
have been identified: women'’s participation in the labor force remains below male rates, particularly in
technical, operational, and managerial positions, reinforcing the wage gap. Investing in the development
of new projects and value chains, as a nascent industry, will allow for the integration of women into new
job positions from the initial stages and in roles where women's participation is currently low.

Besides, projects to be financed under Mexico’s s-TIP are expected to address these existing specific
gaps and contribute to gender equality and social inclusion, reflected in corporate strategies or by
commitments. Therefore, grants for Technical Assistance are included in Mexico’s IDP, as this support
will be relevant for mainstreaming gender and social inclusion aspects in projects to be financed. These
interventions will be realized always considering coordinated actions among stakeholders through
enhanced institutional structures that support both top-down and bottom-up leadership.

In addition, the components proposed under this s-TIP consider employment security as a key aspect. In
cases where job displacement may occur due to the adoption of new technologies that modernize certain
processes and reduce the need for existing positions, the investments are expected to generate new
industrial value chains in which new roles and employment opportunities will be created. The s-TIP
prioritizes employment security, recognizing that technology adoption may displace some jobs while
creating new roles and value chains. Component 3 (Technical Assistance) will support early-stage
analysis, advisory, regulatory alignment, and capacity building to strengthen capabilities, de-risk
implementation, and accelerate low-carbon technology uptake. Workforce impacts will be assessed early,
with targeted training, upskilling, and reskilling measures integrated alongside Just Transition, Gender
Equality, and Social Inclusion considerations. This approach aims to safeguard the workforce while
enhancing the long-term resilience and competitiveness of targeted industries.

Potential job displacement will be assessed during the initial stages of the IDP implementation through
the identification of occupations that may be affected. This approach aims to safeguard Mexico's
workforce while ensuring the long-term resilience and competitiveness of the targeted industries.

(iv)  Scale:
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Mexico's s-TIP will address four hard-to-abate industries, industrial parks, and the electromobility value
chain, which are sectors that have been prioritized due to their contribution to the GHG emissions profile
of Mexico’s industrial sector, and activities that involve a variety of stakeholders: it targets the hard-to-
abate industries iron and steel, aluminum, cement, and chemicals, which are distributed across the
country according to the specific requirements of industry. The program will demonstrate integrated
clean-energy solutions in selected industrial parks, with replication potential across the 477 parks
operating in Mexico, and the +100 parks under development; and also the national manufacturing value
chain. This wide approach will contribute to achieving horizontal scaling pathways with geographically
distributed impacts across different regions of the country, avoiding that socioeconomic impacts
concentrate only in specific, limited zones. It will also allow to engage with different communities and
localities, ensuring geographically distributed effects, in line with the industrial development strategies
that include the establishment of 12 “Polos de Bienestar” (“Well-being Poles”) across nine strategic
sectors. Social acceptance and inclusivity principles will be integrated by promoting dialogue and
interactions among different groups of the society, including women, vulnerable groups, and minorities,
to ensure the investments adopt and maintain a just transition perspective and attend social concerns of
potentially affected people due to the implementation of the IDP in Mexico, particularly on potential risks
due to projects’ development and operation.

Specifically, the interventions under the Technical Assistance component will strengthen enabling
conditions for scaling by helping to clarify related regulatory pathways, supporting the upgrade or
harmonization of required norms, and improving coordination across authorities in areas relevant to
industrial decarbonization. These efforts build on and complement broader government action. The
SHCP, as the lead authority for public financing policy, plays a central role in aligning financial instruments
with national climate and environmental priorities. Through its coordination role in the Inter-secretarial
Commission on Climate Change (CICC) and through the Annual Financing Plan (PAF), SHCP integrates
resource mobilization strategies while advancing policy reforms across sectoral agencies, using these
coordination spaces to drive systemic transformation at scale. SHCP will also include coordinated actions
with businesses, labor units and local communities to align their priorities.

In addition, the proposed financing approach will de-risk high-risk projects, helping to overcome identified
financial and technical barriers and enabling first movers to scale up their initiatives. As a result,
subsequent market actors will face lower market and capital risks, facilitating multiple replications that
will contribute to the development of a robust project pipeline and a mature market in Mexico. The
initiatives directly financed through CIF resources will not constitute isolated interventions and will rather
help create an enabling environment for replication, combining with vertical scaling pathways by creating
synergies with existing financing mechanisms in Mexico and reinforcing existing policy frameworks.

The decarbonization of industrial parks represents a cross-cutting intervention, as it does not target a
single industry but different industrial activities located within these parks.. In this context, the
development of renewable energy projects, such as solar PV, not only contributes to the reduction of
emissions generated by industrial parks, but it also supports the deployment of energy infrastructure and
systems, which is critical for future investments aimed at decarbonizing the Mexican electricity grid.
These types of interventions contribute to the depth scaling sub-dimension of the overall IP, as they will
generate a deeper understanding of decarbonization opportunities and measures in multiple stakeholders
operating within industrial parks, thereby creating strong scaling and replicability effects, given the large
number of industrial parks in Mexico.
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(v)  Adaptive Sustainability:

Mexico’s s-TIP will both support the transformation of high-emitting industries to enable the development
of new low-carbon value chains within the country and will also strengthen existing industries in Mexico,
including those that are highly dependent on imports, such as the chemicals and steel sectors, thereby
reducing reliance on external suppliers and enhancing Mexico’s economic self-sufficiency and resilience
to global market disruptions. As CIF resources and mobilized capital will be directed to the private sector,
beneficiaries will be able to materialize projects and reach reduced exposure to external financial risks,
allowing projects to remain viable throughout their operational phases.

Mexico's s-TIP has been designed with a flexible and adaptive approach, enabling adjustments depending
on evolving socio-economic conditions. In this context, non-sovereign guarantee-based financing under
both components incorporates flexibility, and resources may be reallocated or redistributed depending on
the market conditions and emerging needs in Mexico. This adaptive approach for operationalizing
financing mechanisms will further strengthen the country’s ability to respond effectively to future
uncertainties and evolving socio-economic contexts.

The proposed interventions, including a TA component, will be implemented at the national level and will
also contribute to local capacity building, knowledge generation, and skills development not only for
Mexican communities but also for Government officials. Strengthening local capabilities will ensure that
learning curves advance and that technical skills remain within the country, generating sustained local
value. In this regard, the IDP will also promote collaboration between the private sector and academia,
enabling hands-on learning experiences that support the understanding and operation of projects
contributing to Mexico's industrial decarbonization, while also raising awareness among the population
of their relevance and benefits.

These effects, combined with the systemic change dimension described above, are expected to generate
long-lasting and resilient impacts that will persist beyond the duration of concessional finance support
and after the conclusion of the s-TIP.
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10.Annexes

10.1. Integrated Results Framework (IRF)
MEXICO INTEGRATED RESULTS FRAMEWORK FOR INDUSTRY DECARBONIZATION INVESTMENT PLAN

___________________________________________________________________________________________________________________________|
CIF INTEGRATED RESULTS FRAMEWORK - INDUSTRY DECARBONIZATION PROGRAM

INDUSTRY DECARBONIZATION THEORY OF CHANGE

If CIF addresses funding gaps related to the successful implementation of country-level strategies and associated kick-start projects; builds
support at the local and regional levels to decarbonize the industrial sector, then national governments, public sector utilities and private sector
operators will act to accelerate the decarbonization of multiple, high emitting and hard-to-abate industrial sectors via innovative clean
technologies, a strengthened enabling environment and enhanced green transition of the labor force in developing countries.” This will contribute
to the expected program impact: Accelerated transition of high-emitting industries in developing countries to zero-carbon practices and
investments unlocked in low- to net zero-carbon and climate-resilient business models and technologies.

MEXICO INDUSTRY DECARBONIZATION INVESTMENT PLAN IMPACT:

Accelerated transition of hard-to-abate industries: Iron & Steel, Cement, Aluminum, and Chemicals; Industrial Parks; and the
Electromobility value chain; to zero-carbon practices and green capital investments unlocked in low-carbon, climate-resilient business
models and technologies.

Mexico IP Theory of Change: If CIF-IDP supports a coordinated package of interventions that:

(i) uses concessional and blended finance under Components 1 and 2 to address capital, risk-sharing, and early-commercialization barriers
for industrial decarbonization investments;

(i) supports energy efficiency, renewable energy solutions and battery energy storage system (RE+BESS) investments under Component 2 to
address power availability, reliability, and energy-supply constraints affecting industrial decarbonization; and
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(iii) deploys targeted technical assistance under Component 3 to strengthen regulatory clarity, improve project preparation and investment
readiness, and address workforce, gender equality, social inclusion, and just transition constraints,

then private-sector actors will be better positioned to develop, structure, finance, and implement industrial decarbonization projects across
priority sectors and industrial ecosystems.

By addressing these constraints in parallel, the program will enable earlier deployment of low-carbon technologies, strengthen institutional
and corporate capacity, improve the bankability and replicability of projects, and expand the conditions for inclusive and sustained private-
sector participation. Over time, this will support the structural transformation of high-emitting and hard-to-abate industrial activities toward
low-carbon production pathways, expand access to clean energy and electromobility solutions across industrial value chains, and contribute
to a more competitive, inclusive, and climate-aligned industrial transition in Mexico.

MONITORING APPROACH EVALUATION AND
LEARNING APPROACH

MEXICO INVESTMENT PLAN LEVEL IMPACTS

Accelerated Impact Proxy 1: Total?®: 759.4 INEGYCEI |NDC 3.0 Targets:[The National Inventory of Signals of transformational

transition of . MtCO,e . GHG and Compound change: Signals of
Reduction of total gross Unconditional . . .

hard-to-abate o Emissions (INEGyCEI) is transformational change at

A . GHG emissions (MtCO,e)| Energy (460.0 target: ) . .

industries: Iron published by the National the program level might

MtCO2€) .

& Steel, <364-404 |Institute of Ecology and focus on more narrowly

Cement, MtCO,e Climate Change (INECC), bounded aspects of

Aluminum, and coordinated by the Secretariat| industrial systems

29 Technical clarification notes from INECC on the National Inventory (INEGyCEI) 1990-2023, available at
https://www.gob.mx/cms/uploads/attachment/file/1020952/Nota_aclaratoria_INEGYCEI_1990-2023_Difusion_040925docx.pdf
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Chemicals; Industry (135.2 (by 2035) of Environment and Natural | transformation than in the
Industrial Parks; MtCO,e)3° Resources (SEMARNAT) section above (i.e., CIF-level
and the ) ) ) ) impact). They might cover
. Waste (68.2 . It is the national public policy
Electromobility Conditional | ) lower levels of systems
. MtCOze) instrument for analyzing and ,
value chain; to target: ) transformation and be more
evaluating the state of GHG , oo
zero-carbon Others (95.9 L . closely tied to individual
: <332-363 |emissions in the country,
practices and MtCOze) . . Industry.
. MtCO,e published with a structural
green capital -~
. Note: According two-year lag. Decarbonization Investment
investments (by 2035) .
. to the 2023 Plans and/or project-level
unlocked in low- The scope encompasses ' e -
. Inventory, net i . impacts. Specific definitions
carbon, climate- o industrial processes and .
- emissions are . i and methodologies are TBD.
resilient Net zero energy, including the
. 547.8 MtCOqe, as X . -
business it ; chemicals, cement, Gender and just transition
it incorporates
models and LUL[l)JCF (by 2050) aluminum, iron & steel, and  lelements: Analyses at the
technologies. ) transport sectors. program impact level allow
(absorptions) of - ,
space for further evaluations,
211.6 MtCOze.
assessments, and other
approaches to take place as
the program evolves in these
areas. These activities may
be tailored to specific
recipient countries or applied
more broadly, across the
program.
Impact Proxy 2: 83.2 billion USD | Mexico's USD 96 billion [Mexico's Sustainable Finance Mobilization Strategy
. . ) Sustainable annually estimates that approximately USD 96 billion must be
Green capital mobilized (cumulative } - , .
o Finance mobilized annually to meet the country's sustainable
mobilization

30 Industry comprises both the emissions of the Industrial Processes and Product Use (75.5 MtCO2e) and Manufacturing and Construction Industries (59.7 MtCO2e).
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during the 2023-
2024 period)

Mobilization
Strategy

development targets, provided the actions outlined in the
Strategy are implemented.

)According to SHCP, Sustainable Finance refers to the
mobilization and deployment of resources from national
and international financing sources — both public and
private — aimed at funding actions and projects that
incorporate environmental, social, and governance (ESG)
criteria, while promoting a transition toward low-carbon,
climate-resilient, inclusive, and equitable economies (SHCP,
s.f.).

The first progress report of Mexico's Sustainable Finance
Mobilization Strategy is currently under preparation by the
Ministry of Finance (expected for Q2 2026).

Impact Proxy 3:

Reduction of national
energy intensity in the
industrial and transport
sector

Total final energy
consumption:
5,565 PJ (in
2024), with:

Industry: 1,827 PJ
(33%).

Energy
Information
System (SIE)

National
Energy
Balance
(BNE)

Energy Sector
Program
(PROSENER)
2025-2030:

-2.9% annual
energy intensity
reduction
(through 2036)

Total energy consumption of the industrial sector (PJ),
reported annually based on the National Energy Balance
(BNE — SENER)

Publication frequency: annual BNE with 1-2 years lag

The scope includes the chemicals, cement, aluminum, iron
& steel, and transport sectors.

MONITORING APPROACH

EVALUATION AND LEARNING
APPROACH
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e INDUSTRY DECARBONIZATION PROGRAM-LEVEL OUTCOMES

A. Mexico
Reduced carbon
emissions

INDUSTRY CORE 1. (= CIF 1).
Mitigation:

GHG emissions reduced or
avoided (mt CO2 eq)—direct/
indirect

0

(2026)

Annual and
lifetime
estimates by
projects

734,485

1CO2/year

6,610,385
1C02

(by year
2035)

This indicator feeds into CIF
Impact 1 (Mitigation) and is
aligned with CTF Core Indicator
1. Results should be reported
as direct vs. indirect reductions
(per MDB-approved
methodologies) with evidence
provided.

Emission reductions will be
calculated by subtracting
projected emissions of a CIF-
financed intervention from the
projected emissions of the
business-as-usual
program/project that would have
otherwise been pursued.

13 5

O

Contributing projects:

e Projects in hard-to-abate
industries (Cement,
aluminum, steel, and
chemicals)

MDBs are encouraged to
undertake industry-level
analyses as baselines during
the investment plans and
project appraisal process, and
to fully incorporate
monitoring, evaluation, and
learning aspects into such
analyses.

CIF's targeted evaluations
and/ or sector studies to fill
strategic knowledge gaps:
Moving down the results
chain, the monitoring function
becomes increasingly
important to capture program
outcomes and outputs,
whereas the evaluation and
learning function will
complement core indicators
by filling strategic knowledge
gaps. Evaluation and learning
activities will be selected
based on overall stakeholder
demand, evidence gaps, and
cross-learning opportunities.
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e Electromobility projects for
EV associated with fossil
fuel displacement.

e Industrial parks / RE
adoption integrating BESS

INDUSTRY CORE 2. Emissions 0 Annual and N/A This indicator will be replicated | o
Intensity: (2026) lifetime for each of the industrial
o ) estimates by sectors/sub-sectors targeted

GHG emissions reduced or (with . . . .

. ] projects by an IP or project, with the unit
avoided per unit produced (%, reference .

) . value determined based on the
absolute values in mt CO; eq/ scenario , .
) . industrial sector.

unit and %) established)

13

O

Specific avoided or reduced GHG
emissions per unit produced
depend on the industrial
sector/sub-sector and cannot be
reliably aggregated into a single
indicator. Accordingly, a cross-
sector average cannot be
robustly provided.

The nature, diversity, and
differing uses of products
across sectors—whether as
substitutes, intermediate
products, or new products—
make a per-unit metric
subjective, difficult to calculate,
and prone to variability. For
these reasons, no specific target
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has been defined for this
indicator, and it is therefore
reported as N/A.
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INDUSTRY CORE 3. Energy
Savings: Annual energy savings
(GWh/year)

(2026)

MDB project
data

1,417
GWh/year

This is a measure of increased
energy efficiency as a result of
Industry Decarbonization. It is
aligned with CTF Core Indicator
5.

N.B. Targets and results
captured here are not to capture
any energy savings recorded
within Industry CORE 6 (Waste
heat efficiency) below.

Contributing projects:

e Projects in hard-to-abate
industries (Cement,
aluminum, steel, and
chemicals)

e Electromobility project
(electrification)

e Industrial parks integrating
BESS.

INDUSTRY CORE 4. Installed
Capacity: Capacity of

(2026)

MDB project
data

282 MW
(by 2035)

Estimated capacity installed of renewable energy systems (e.g.,
solar, wind, biogas) for industrial decarbonization purposes,
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renewable energy installed for
industrial decarbonization (MW)

operationalized at industry-, firm-, or asset-level as a result of
CIF interventions. This aligns with CTF Core Indicator 3.

Disaggregation: Renewable energy type (e.g., solar, wind, etc.).
Contributing projects:

e Projects in hard-to-abate industries (cement, aluminum,
steel, and chemicals)

e Electromobility project (electrification) and two industrial
parks integrating BESS.

e Renewable generation for general industrial use (e.g.,
industrial parks) including BESS

OPTIONAL:
Energy Storage. (=GESP 1)

Energy rating (MWh)

(2026)

MDB project
data

400 MWh
(by 2035)

Energy storage indicators are relevant for projects that include
components for storage installation. This indicator corresponds
to GESP Indicators 1 & 2 in the GESP M&R System and should
only be reported by Industry Decarbonization projects with
energy storage components.

Disaggregation:

e By type of technology (i.e., thermal, mechanical,
electrochemical).

e By location on the energy value chain (i.e., generation,
transmission, distribution, stationary end use, mobile end
use).
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e Distributed storage vs. utility-scale applications.

Contributing projects:

e Industrial parks covered with renewable energy and

BESS

B. Improved
material
efficiency, and
sustainable use
and
management of
resources

INDUSTRY CORE 5. Material
Efficiency:

Solid materials reduced, reused,
or recycled (tons/year)

(2026)

MDB project
data and
industrial data

380,000
tons/year

To be measured annually based
on the reduction, reuse, or
recycling of solid materials in the
industrial production process as
a result of CIF interventions.

Contributing projects:

e Projects in hard-to-
abate industries
(cement and
aluminum)
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B. Mobilized
public and
private capital
and increased
access to green
capital markets

INDUSTRY CORE 6 (= CIF 4).

Co-Finance: Volume of co-
finance leveraged (USD)

(2026)

MDB project
financial data

uUSsD 1,680
million

(by 2035)

Total non-CIF resources
mobilized in Industry
Decarbonization projects.
Reporting this indicator feeds
directly into CIF Impact 4 (Co-
Finance).

Disaggregation: Source of co-
financing (MDB, Government,

Private Sector, Bilateral, and
Other)
Mitigation vs. Adaptation.

13

O

Total non-CIF resources
mobilized (IFC, IDB Invest, DFls,
private sector):

e |FC: USD 360 million
e |DB Invest: USD 360 million

e Private sector and other
investors: USD 1,200
million

e Total co-finance: USD 1,680
million

New and additional climate
finance mobilized: Beyond
the immediate co-financing
CIF leverages, CIF aims to
play a role as a market
catalyst by contributing to the
creation of markets and
driving non-concessional
financing through replication
of CIF investments,
technologies and innovations,
regulatory improvements, and
other areas. Evaluation and/
or learning approaches may
be employed to better
understand CIF’'s contributing
role in market systems
transformation and volumes
of follow-on green financing
in CIF-supported markets.
Data might also be sourced
through national/local market
reports and other third-party
data aggregators.
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INDUSTRY CORE 7. Access to 0 MDB project 12 Results reporting for this indicator will need to provide evidence
Finance: financial data showing: (1) products or markets have become accessible as a
(2026) C1:1,120 o . . .
. . result of Industry Decarbonization interventions, including
Number of businesses, million L .
validation of the related accreditations or threshold
entrepreneurs, or other ventures USD . - ) . .
) ) i achievements; (2) actualization of financing via such products,
accessing new financial ) T .
C2:560 |vehicles, or markets, and (3) qualitative information on the
resources as a result of o . .
. - million nature and parameters of financing.
Industrial Decarbonization
X . USD
interventions (#; volume of
finance in USD)
Disaggregation: Proportion of women-owned or woman
managed firms.
e Proportion of businesses complying with equality
benchmarks
C. Strengthened INDUSTRY CORE 8. Policies 0 MDB project 2 e Sub-indicators: Changes in policies, plans,
enabling and Plans: results/ country . and institutional capabilities
(2026) (by 2032) | « Number of policies,

environment,
with improved
policies and
plans

Number of policies, regulations,

codes, standards, or plans
related to industrial
decarbonization that have been
amended or adopted (#)

data

regulations, codes, or
standards

+Number of plans

Policies regulations, codes, or
standards could be at the
national, sub-national or local
level, and might include

may also be incorporated in
analyses of signals of
transformational change,
which contribute toward the
fundamental systems change
described above. For
example, specific policy
analysis might help support
the overall understanding of
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objectives covering, but not
limited to industry
decarbonization and related
technologies in targeted
markets; the financial sector;
environmental protections; labor
market conditions, such as
relate to Just Transitions, social
protection, jobs, vulnerable
group- and gender-responsive
protections and support.

Plans are defined as long-term
strategies, action plans, and road
maps, etc. committed to by
stakeholders. Reporting of
results requires evidence of the
operationalized plan document;
elaboration on the measures
that furthered industrial
decarbonization; and evidence of
implementation.

Reporting on all policies and
plans should include the extent
to which adopted policies and
plans are gender-responsive,
(e.g., HR policies at the firm-
level; policies that support
gender equality or women'’s
employment; inclusion of

coherence across
international and national
policies (i.e., relevance) and
linkages between national
policy and institutional
capacity (i.e., scale).
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safeguards against sexual
exploitation and gender-based
violence, etc.).

TA-1 (2) and Core Indicator 8 (2)
represent the same aggregated
target. It is presented here for
clarity, given that it is comprised
of activities under Component 3.

D. Increased
contribution of
private sector to
national climate
change targets

INDUSTRY CORE 9. Private
Sector Commitment: Number
of businesses or ventures that
have operationalized new or
updated corporate strategies
that include climate change

(2026)

MDB project
results data

431

(by 2035)

To be reported annually based
on the national-level mitigation
and adaptation of targets set out
at the time of the reporting.
Results’ reporting should include
a copy of the relevant corporate
strategy document, alongside

31 This value is considered as minimum, it is expected that more than 4 will be achieved.
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considerations aligned with
national-level targets (#)

detail on the national targets this
aligns with, and evidence of
implementation.

13

O

e Number of
businesses/ventures
operationalizing new or
updated corporate
strategies with climate
considerations aligned to
national targets.

INDUSTRY CORE 10. (= CCV
1) Innovation: Number of
innovative businesses,
entrepreneurs, and other
ventures demonstrating a
strengthened climate-
responsive business model (#)

(2026)

MDB project
results data

3

(by 2035)

This indicator measures the
extent to which businesses,
entrepreneurs, and technologies
are demonstrating a stronger
climate response in their
operationalized business model.

This may refer to evidence (to be
summitted alongside results’
reporting) of advances from
ideation to prototyping, R&D,
pilot testing, and entry to market,
or scaling-up, as relevant to each
business, entrepreneur, or
technology.

Further evaluative and
learning-based activities
aiming to improve the
understanding of Industry’s
innovation and
entrepreneurship aspects may
be applied in coordination with
the MEL approach for the CIF
Climate Ventures (CCV)
window.
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This result area will seek to align
with the CIF Climate Ventures
(CCV) window, as relevant.12

e Based on analysis of
expected interventions
with IFC and IDB Invest's
pipeline projects.
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E. Enhanced
green transition
of the labor
force

INDUSTRY CORE 11. Human
Capital: Number of persons
accessing green jobs (#)

(2026)

MDB project
data

1,286

(by 2035)

Reporting this indicator feeds
into CIF Impact 3 (Beneficiaries).
While the program primarily
expects to impact green job
access through targeted
education or training programs
in clean technology and STEM,
other linkages between Industry
interventions and job creation
are possible. Further guidance
will be developed within the
Industry M&R Toolkit.

Based on analysis of expected
interventions with IFC and IDB
Invest’s pipeline projects.

i

Calculation methodologies
based on:

direct employment benchmarks
per million invested and cross-
checked with data across
selected industries, comprising
jobs in hard-to-abate sectors
(cement, metals, chemicals) and

Evaluation and learning
activities may explore a range
of issues associated with just
transition and
transformational change as
related to the transition of the
labor force.
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in infrastructure companies
(energy and logistics)

MONITORING APPROACH

MEXICO INVESTMENT PLAN-LEVEL CO-BENEFITS

CO-BENEFIT 5. Gender and
Vulnerable Groups:

Number of GESI corporate
strategies adopted (#)

MDB project
data

4

(by 2035)

This co-benefit category covers
a wide range of possible
indicators for key outcomes
specific to gender issues or
vulnerable groups.

This indicator measures the
successful integration of Gender
Equality and Social Inclusion
(GESI) into private sector
industrial operations through the
adoption of inclusive corporate
strategies and the delivery of
targeted programs (# of GESI
corporate strategies adopted).

Contributing projects:

EVALUATION AND LEARNING
APPROACH
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e |DB Invest's project pipeline
based on internal
Methodology for
Employment Impact
calculation.

e Methodology based on
IDB Invest's
methodology and
supported by gender
analysis and tailored
intervention to close
Gender and Social
Inclusion Gaps.

RESULT STATEMENT MONITORING APPROACH EVALUATION AND
LEARNING
APPROACH

MEXICO INVESTMENT PLAN-LEVEL OUTPUTS (in line with the results expected from Component 3 on Technical Assistance)
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TA-1 Number of policies, MDB project | [2] by Number of policies,
regulations, codes, results / [2032] regulations, codes, standards
standards or plans corporate or plans defined at any public
related to industrial data level.Corresponds to Core
decarbonization that Indicator #8
have been amended or
adopted

TA-2 Number of upstream MDB project | 4 Measures the number of
enabled investments results / investments that were enabled
under the industry corporate by project specific TA
decarbonization data interventions such as
program decarbonization strategies,

feasibility studies, upstream
studies and project
preparation activities that
support readiness and
improve project bankability.

TA-3 Number of social MDB project TBD Measures the number of

investment plans and
strategies adopted to
facilitate access to
green jobs, value chains,
finance and markets.

results /
corporate
data

formal, high-level social
investment plans or
corporate/sectoral strategies
adopted to provide MSMEs,
women and other
underserved/underrepresented
populations with structural
access to the green economy
(jobs, finance, markets and
value chains). Y (Strategies
Adopted)
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TA-4

Number of upstream
interventions, advisory,
or programs on gender
equality and social
inclusion conducted.

MDB project
results /
corporate
data

Measures the number of
implementation of upstream
initiatives (pre-investment
activities that focuses on
preparation and enabling
conditions) and/or programs
for job creation, inclusive
procurement and economic
inclusion of personnel and
communities surrounding the
hard-to-abate sector. Includes
specialized upskilling, training
and knowledge transfer
initiatives designed to
strengthen the technical and
leadership capacity of women
and underserved populations
within the industrial
decarbonization sector.

Total number of (Programs
where participants from target
groups successfully
participated and/or completed
the curriculum or initiative.)

TA-5

Number of people
participating and
completing technical
trainings (skills
development/
accreditation, job
acquisition, professional

MDB project
results /
corporate
data

TBD

Measures beneficiaries
participating and completing
training opportunities
generated because of TA
support, such as sector-
specific skills
building/technical
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development and
leadership
opportunities) -- of which
women

accreditations, recruitment
strategies, gender topics,
leadership development.
Results will be tracked via
participant feedback
mechanisms and captured in a
sex-disaggregated way.

No targets are defined so far;
they will be set once the
project pipeline is outlined.

TA-6

Number of government
and private sector
employer
representatives with
increased knowledge
and capacity on policies
and practices that
enable more inclusive
and safer workplace
environments for
women in hard-to-abate
sectors.

MDB project
results /
corporate
data

TBD

Measures number of
government officials and/or
private employers with
increased knowledge and
capacity on different policies
and practices that could
positively impact women'’s
access to work-such
improved recruitment, better
workplace conditions,
combatting gender biases—-as
a result of TA support around
knowledge products produced,
advisory services, capacity
building or training programs,
Results will be tracked via
participant feedback
mechanisms and captured in a
sex-disaggregated way.
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No targets are defined so far;
they will be set once the
project pipeline is outlined.
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10.2. Theory of Change

Industry Decarbonization Investment Program for Mexico
If the CIF-IDP supports a coordinated package of interventions that:

e addresses capital, risk-sharing, and bankability constraints for industrial decarbonization
investments through concessional and blended finance under Components 1 and 2;

e expands access to reliable, lower-carbon energy for industrial activity through renewable energy
and battery energy storage system (RE+BESS) investments under Component 2; and

e strengthens enabling conditions for industrial decarbonization through Component 3 technical
assistance, including support for regulatory clarity, project preparation, institutional
coordination, gender equality and social inclusion, and workforce readiness;

then private-sector actors will be better positioned to develop, finance, and implement industrial
decarbonization projects across priority sectors, industrial parks, and emerging manufacturing
ecosystems in Mexico.

This, in turn, is expected to accelerate:

(i) the decarbonization of high-emitting, hard-to-abate industries through the deployment of low-carbon
technologies;

(i) the development of renewable energy, storage, and other enabling infrastructure for industrial
activity; and

(iii) the strengthening of low-carbon manufacturing and electromobility value chains, within a more
supportive regulatory, institutional, and social environment.

As a result, Mexico's s-TIP is expected to contribute to the structural transformation of fossil-fuel-based
industrial processes into lower-carbon production pathways across the four prioritized hard-to-abate
sectors, increased deployment of renewable energy and storage assets across industrial systems, and
the development of the electromobility value chain, including vehicle fleet electrification and associated
charging infrastructure.

These impacts are expected to be pursued through an equitable and just transition approach, so that
industrial transformation contributes not only to emissions reductions, but also to improved
competitiveness, stronger domestic value chains, workforce readiness, and more inclusive socio-
economic outcomes in Mexico.

Industry Decarbonization Theory of Change:
If CIF-IDP supports a coordinated package of interventions that:

(i) uses concessional and blended finance under Components 1 and 2 to address capital, risk-sharing,
and early-commercialization barriers for industrial decarbonization investments;

(i) supports energy efficiency, renewable energy solutions and battery energy storage system (RE+BESS)
investments under Component 2 to address power availability, reliability, and energy-supply constraints
affecting industrial decarbonization; and
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(iii) deploys targeted technical assistance under Component 3 to strengthen regulatory clarity, improve
project preparation and investment readiness, and address workforce, gender equality, social inclusion,
and just transition constraints,

and directly targets the key binding constraints identified in Section 2.4—namely financing and risk
allocation barriers (Components 1-2), energy supply and reliability constraints (RE+BESS investments),
and regulatory, workforce, and GESI-related constraints (Component 3 technical assistance), recognizing
the interdependent nature of these constraints and the need to address them in parallel,

then private-sector actors will have the incentives, risk profile, and capacity required to invest in, develop,
structure, finance, and implement industrial decarbonization projects across priority sectors and
industrial ecosystems.

By addressing these constraints in parallel and building up on ongoing efforts led by the WBG, IFC, IDBG,
and key public-sector institutions, the program leverages a broader ecosystem of initiatives that support
enabling financial, institutional, and regulatory conditions through blended finance, technical assistance,
and industrial decarbonization investments. CIF support adds value by addressing residual risks and early-
stage barriers that are not fully covered by existing initiatives. A detailed overview of these parallel
activities is provided in Section 6.1. Selected examples include major financing and project development
initiatives such as the World Bank’s Credit Enhancement Platform and IFC’s support for low-carbon value
chains

In the short term, the program will enhance project bankability, strengthen institutional and corporate
capacity, and improve the quality and scale of investment pipelines. In the medium term, this will enable
earlier deployment of low-carbon technologies and expand replicable business models. The program will
enable earlier deployment of low-carbon technologies, strengthen institutional and corporate capacity,
improve the bankability and replicability of projects, and expand the conditions for inclusive and sustained
private-sector participation. Over time, this will support the structural transformation of high-emitting and
hard-to-abate industrial activities toward low-carbon production pathways, expand access to clean energy
and electromobility solutions across industrial value chains, and contribute to a more competitive,
inclusive, and climate-aligned industrial transition in Mexico.

The existence and effective implementation of complementary economic, financial, and regulatory
incentives is critical to catalyze the program. If instruments such as Mexico’s carbon tax and emerging
carbon-market mechanisms and enabling frameworks including LGCC, CELs, the TSM, and the
Sustainable Finance Mobilization Strategy are effectively operationalized, the program can significantly
amplify their impact by accelerating investment readiness and private-sector engagement in low-carbon
industrial transition pathways.

At the same time, the program can help accelerate the implementation and uptake of systemic transition
instruments, including Mexico’s ETS, sustainable finance frameworks, and Plan México, by improving
project bankability, strengthening pipelines of investable projects, reducing perceived risks, and
enhancing institutional and corporate capacities. By improving project bankability and expanding
investable pipelines, the program is expected to increase demand for clearer and more predictable
regulatory frameworks, thereby reinforcing policy implementation and ambition over time and creating a
virtuous cycle of market uptake, policy strengthening, institutional learning, and continued climate and
industrial policy innovation in Mexico.
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This will contribute to the expected program impact: Accelerated transition of high-emitting industries in
developing countries to zero-carbon practices and investments unlocked in low- to net zero-carbon and
climate-resilient business models and technologies.

CIF Industrial Decarbonization Program (IDP) - Investment Plan for Mexico

Theory of Change (ToC)

Accelerated transformational change and climate financing that enable progress towards net-zero
emissions and adaptative climate-resilient development pathways, in a just and socially inclusive
manner

CIF IMPACT

The structural transformation of fossil-fuel-based industrial processes into low-carbon solutions across
four prioritized hard-to-abate sectors—iron and steel, cement, aluminum, and chemicals—alongside the
expansion of renewable energy assets across Mexico's industries and the development of the
electromobility value chain, including vehicle fleet electrification and the expansion of associated
charging infrastructure. This will be delivered through targeted concessional finance, blended,
risk-sharing financing architecture and technical assistance designed to address high-risk, long-payback,
and high-capital-expenditure barriers to industrial decarbonization, build learning curves, and catalyze
investments that enhance competitiveness and industrial value chains within an equitable and just
transition framework.

Program Impact

2. Strategic decarbonization of
industrial parks, facilities and 3. Technical Assistance
manufacturing ecosystems

1. Decarbonization of
hard-to-abate industries
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Transformational impacts

*Reduce first mover and financing
barriers for early commercial and
commercial projects

-Build learning curves and
catalyzing follow-on investment
that strengthen competitiveness
and industrial value chains.
-Enable hard to abate project
developers to move from pilots to
early commercial deployment.
-Reduce technology and execution
risks and support the structuring,
and commercialization of first-of-
a-kind and early-stage bankable
projects in capital demanding
sectors.

-Strengthen the role of the private
sector in driving Mexico’s
industrial decarbonization to
support the growth of a
sustainable portfolio that
promotes the scaling up of green
financing.

*Support private sector
investment in the adoption of
new low-carbon technologies, in
the development of renewable
energy solutions for industrial
parks, and in the strengthening
of national low-carbon
manufacturing value chains.
-Support the development of
Mexico's electromobility value
chain, reinforcing domestic
industrial capabilities, generating
spillover effects beyond
individual sites, and enhancing
competitiveness in automotive-
linked strategic value chains.
-Through lower capital costs,
availability of low-carbon
technologies, and support on
value chain local development,
an increase in demand on
electromobility related to
industry is expected.

*Support the integration of just
transition considerations across
proposed interventions through
targeted advisory and Technical
Assistance, such as knowledge
generation, capacity building, and
skills development, with a focus
on expanding economic
opportunities for women and
minority groups within Mexico's
industrial sector and workforce.
-Strengthen and align policy and
regulatory frameworks relevant
to industrial decarbonization in
hard-to-abate industries,
particularly for sub-sectors with
lower commercial readiness
level, energy generation for
industrial consumers, and the EV
value chain, including fleet
substitution.

*Leverage on existing
mechanisms and instruments
such as the national Emissions
Trading System to catalyze
sectoral industrial
decarbonization.

-Promote scalable, reliable clean
energy solutions by leveraging
regulatory innovation in energy
delivery models to catalyze and
expand new clean energy
markets aligned with firms’
decarbonization needs and
international standards

- Through support for
strengthening the regulatory
framework, the program may
help strengthen future demand
signals associated with
standards, regulatory
instruments such as the TSM,
and market-based mechanisms
such as the ETS.
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Outcomes

*Reduced carbon emissions
*Improved material efficiency, and
sustainable use and
management of resources

*if mobilizing public and private
capital an increased access to
green capital markets is expected
*Increased access to green jobs
*Strengthened enabling
environment, with improved
policies and plans, at a national
and corporate level

*Increased contribution of private
sector to national climate change
targets and GESI

*Enhanced green transition of the
labor force

*Potential increased use of
economic and financial incentives
to support low-carbon
investments, including carbon
pricing signals (e.g., carbon tax),
compliance-based mechanisms
(e.g., CELs), and concessional

*Reduced carbon emissions
*Improved material efficiency,
and sustainable use and
management of resources
*Mobilized public and private
capital and increased access to
green capital markets
*Increased access to green jobs
*Strengthened enabling
environment, with improved
policies and plans, at a national
and corporate level

*Increased contribution of
private sector to national climate
change targets and GESI
*Enhanced green transition of
the labor force

*During project preparation
stages, infrastructure and value
chain readiness will be taken into
account to enable the correct
development and deployment of
each project.

*By providing analytical support
covering key decarbonization

*By reducing policy and incentive
uncertainty, and improving
coordination across levels of
authorities in areas relevant to
industrial decarbonization in
addition to the technical
assistance then, we can expect
advancement of project pipeline
and investment implementation.
*By improved policy and
regulatory clarity and alignment
with national frameworks such
as the LGCC, PND, Plan México
the Sustainable Finance
Mobilization Strategy, amongst
others, then there will be an
improved investment readiness
and project bankability.
*Increased capacity of public
institutions and project sponsors
to design, assess, and manage
complex decarbonization
projects using robust analytical
evidence.

* *More informed and
coordinated decision-making
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financing and energy efficiency
programs as spillover effects.

*During project preparation
stages, infrastructure and
technological barriers will be
taken into account to enable the
correct development and
deployment of each project

*If more projects adopt
decarbonization technologies
then, pressure to enable more
innovative and less mature
technology that support
decarbonization deployment may
arise, such as frameworks for
CCUS, or green hydrogen.

solutions such as industrial
electrification, fuel switching,
energy efficiency, waste heat
recovery, alternative materials,
carbon capture, renewable
energy and BESS for industrial
parks and facilities, green
hydrogen carriers, circularity and
waste valorization,
energy-from-waste, and the
electrification of freight and
industrial fleets. Then, there will
be growing pressure on
addressing grid constraints and
offer onsite generation and
storage opportunities to help
prioritize interventions with the
highest potential impact.

across public and private
stakeholders.

*A spillover effect is expected by
strengthening policy and
regulatory enablers, increased
public institution capacity and by
decreasing regulatory delays and
uncertainty on further regulations
and policies that could directly or
indirectly support this program.
Additionally, it is expected to
create synergies with other
programs currently operational.

Outputs

*Projects adopting mature
decarbonization technologies on:
fuel switching, electrification,
energy efficiency, energy saving
measures, material efficiency,
renewable energy self-generation.
-Projects implementing processes
as: electrification as a
substitution of thermal energy
with higher-efficiency electric
systems or biomass switching as
a replacement of fossil thermal
energy with a lower-efficiency
renewable alternative.
-Renewable energy projects
deployed for industrial
decarbonization.

-Blended finance instruments
designed and launched for
industrial decarbonization
investments (e.g. concessional
loans, subordinated debt,
guarantees, equitylike
instruments).

-Risk-sharing mechanisms
operationalized, addressing high
capex, long payback periods, and
technology risk profiles of

*Projects or pilots (industrial
park and/or value chain level)
adopting decarbonization
initiatives such as: fuel
switching, electrification, energy
efficiency, energy saving
measures, material efficiency,
renewable energy self-
generation, electric mobility
(operational fleets logistics
vehicles and worker transport
systems), BESS.
-Demonstration infrastructure
installed (e.g., RE+BESS systems,
chargers, critical upgrades) with
an O&M plan

-Renewable energy projects
deployed directly related to
industrial parks and
manufacturing facilities
-Access to new financial
resources

-Financing structures and
contractual arrangements
established to support the
provision of renewable energy,
energy storage, and associated
infrastructure to industrial parks

* Market, demand, offtake, and
value-chain competitiveness
analyses, including pre-feasibility
and feasibility studies

* Monitoring, reporting, and
verification (MRV) frameworks
* Techo-economic and/or social
studies supporting eligible
projects in the industrial sub-
sectors targeted

* Training programs on gender
equality and social inclusion for
personnel involved in the
realization of the benefited
private projects

* Improved and adopted policy
and regulatory frameworks for
industrial decarbonization that
provide clear, stable, and
investment-enabling conditions
*Investment plans or
corporate/sectoral strategies
adopted to provide MSMEs,
women and other
underserved/underrepresented
populations with structural
access to the green economy
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industrial decarbonization
projects.

-Updated corporate strategies
that include climate change
considerations aligned with
national-level targets.
-Capacity building activities
delivered to companies, project
developers, and local
stakeholders involved in
decarbonization projects.
-Workforce skills strengthened in
supported value chains,
incorporation of gender equity
considerations.

and manufacturing clusters.
-Concessional financing
operations approved and
deployed to support investments
in strategic automotive-linked
and electromobility value chains,
including manufacturing, fleet
electrification, and enabling
infrastructure.

-Domestic industrial and
manufacturing assets financed
and operationalized,
strengthening local production
capabilities related to clean

technologies and electromobility.
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s-TIP intervention (Activities)

*Offer a blended, risk-sharing
financing architecture that directly
addresses the lack of tailored
financial instruments for high risk,
long payback period, and high
capex requirements for industrial
decarbonization investments.
*Through risk-sharing
mechanisms and/or tailor-made
financial structures, it will support
on moving pilots to early
commercial deployment, reduce
technology and execution risks
and supporting the structuring,
and commercialization of first-of-
a-kind and early-stage bankable
projects in capital demanding
sectors.

*By building learning curves and
catalyzing follow-on investments,
generating local technological
uptake, capacity building, and
learning effects that support a
skilled workforce with gender
equity considerations.

*Through offering concessional
resources, lowering the cost of
capital and providing risk
mitigation it will close bankability
gaps, allow spillover effects and
create replicable models for
further market adoption

*By leveraging regulatory
innovation in energy delivery
models the program will promote
scalable, reliable clean energy
solutions in industrial parks and
manufacturing hubs.

*Concessional financing and
regulatory innovation will foster
the emergence of battery storage
as a nascent system-level
enabler for large-scale industrial
electrification.

*Through concessional
financing, reinforce domestic
industrial capabilities, generating
spillover effects beyond
individual sites, and enhancing
competitiveness in automotive-
linked strategic value chains.

*Through concessional
financing, reducing perceived
risks and long-term financing
instruments it is expected to
stimulate demand for
electromobility within the
industrial sector, thus reinforcing
the need for the development of
a domestic value chain for
electromobility components

* Through non-reimbursable
financial support to provide
technical assistance as targeted
analytical and advisory support
to strengthen and align policy
and regulatory frameworks.
Including clarifying regulatory
pathways, improving
coordination across energy,
industry, climate and trade
policies, and aligning public
frameworks with national
decarbonization and
competitiveness objectives.
*Support on preparation of
techno-economic assessments,
market analyses, energy audits
and pre-feasibility and feasibility
studies to properly structure and
validate decarbonization
investments. Analytical work will
also support the identification
and prioritization of interventions
with the highest potential impact,
including assessments of
infrastructure constraints,
demand profiles, and value chain
competitiveness.

*Technical assistance on
provision of just-in-time, ad-hoc,
hands-on support for
implementation and oversight of
projects, including the
organization of technical
workshops, stakeholder
engagement and communication
activities, establishment of MRV
systems and coordination across
relevant private sector
stakeholders, ministries and
public entities.

*Through technical assistance
via workshops, stakeholder
engagement and
communications, establishment
of MRV systems, and
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coordination across relevant
private sector stakeholders,
ministries and public entities will
further support the transition
from project preparation to
implementation by providing
targeted, just in time assistance
to facilitate coordination,
oversight, and execution of
decarbonization initiatives
*Building on and creating of
platforms to mainstream gender
equality, social inclusion, and just
transition considerations across
investments and policy support.
Additionally, lead firm level and
industry level implementation by
providing advisory support
directly to private sector actors
and by supporting the enabling
environment. This includes the
development of social
investment plans, GESI
responsive corporate strategies,
and training, upskilling, and
reskilling programs linked to
decarbonization investments.

Inputs

Instruments and finance
mechanisms: Reimbursable funds

Resources and expected leverage:
CIF-IDP: USD 160 million

- Via IDB Invest: USD 80 million

- Via IFC: USD 80 million

Cofinancing: USD 1,120 million
- Via IDB Invest: USD 160 million
- Via IFC: USD 160 million

- Private sector and others: USD
800 million

Instruments and finance
mechanisms: Reimbursable
funds

Resources and expected
leverage:

CIF-IDP: USD 80 million

- Via IDB Invest: USD 40 million
- Via IFC: USD 40 million

Cofinancing: USD 560 million

- Via IDB Invest: USD 80 million
- Via IFC: USD 80 million

- Private sector and others: USD
400 million

Instruments and finance
mechanisms: Donation

Resources and expected
leverage:

CIF-IDP: USD 10 million
Via IDBI: USD 4 million

Via IDB: USD 1 million
Via IFC: USD 5 million
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10.3. Concept notes

10.3.1. Concept Note IDB Invest
Problem statement

Decarbonizing Mexico’s hard-to-abate industries (cement, iron & steel, aluminum, and chemicals) is
critical to meeting national mitigation goals while safeguarding industrial competitiveness. However,
decarbonizing these sectors is challenging because production depends on high-temperature thermal
processes that are difficult to electrify, on carbon-intensive feedstocks that must be substituted, and
requires the application of technologies that are not yet commercially available, resulting in emissions
reductions technically complex and with high capital requirements.

In parallel, a significant share of industrial activity is geographically concentrated in industrial parks, which
host a wide range of industrial users that are also part of the broader industrial sector. Mexico is
experiencing rapid expansion of these industrial parks, with 477 currently in operation and more than 100
under construction, while electricity consumption and emissions from on-site and associated activities
remain closely tied to carbon-intensive power supply and constrained grid capacity. Absent clean energy
solutions and adequate electrical infrastructure, new industrial development risks locking in
high-emissions production pathways that undermine firms’ ability to meet international market
requirements and compete effectively in open, trade-exposed markets.

Three interrelated barriers reinforce this challenge. First, technology readiness at the scaleup stage
remains a binding constraint in hard-to-abate sectors, where many low-carbon solutions are technically
viable but face residual integration, performance, and operational risks when deployed within existing
industrial assets, requiring enabling infrastructure and derisking before reaching full commercial maturity.
Second, persistent financing and bankability constraints continue to impede deployment at scale, driven
by high capital intensity, long payback periods, limited operating track records, and residual performance
and integration risks. Third, while recent energy regulation opens space for new technologies and delivery
models—such as energy storage, biogas, and public—private generation schemes—uncertainty remains
around their operationalization and implementation, limiting confidence among project developers and
financiers.

To address these barriers in Mexico’s hard-to-abate industries, IDB Invest will deploy CIF concessional
resources to private companies, along its own co-financing and additional private finance mobilized, to
provide risk-sharing mechanisms and lower financing costs to close bankability gaps, enable early
deployment and subsequent replication at scale.

Proposed contribution to initiating transformation

The concessional resources of CIF-IDP channeled by IDB Invest will enable transformational change in
hard-to-abate sectors (component 1) by:

e Enabling hard-to-abate project developers to move from pilots to early commercial deployment,
by reducing technology and execution risks and supporting the structuring, and
commercialization of first-of-a-kind and early-stage bankable projects in capital-demanding
sectors. IDB Invest will deploy CIF resources through tailor-made financial structures aiming to
reduce first mover and financing barriers, such as long payback period and high capex
requirements, to close the gap between technological demonstration and commercial-scale
deployment. By lowering the effective cost of capital, providing target risk mitigation, and closing
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bankability gaps while generating market demonstration through knowledge spillovers, such
investments are expected to create replicable models for broader market adoption.

e Building learning curves and catalyzing follow-on investment to strengthen competitiveness and
industrial value chains, by generating local technological uptake, capacity building, and learning
effects that support a skilled workforce with gender-equity considerations, while attracting
specialized investment that strengthens the competitiveness of the targeted sectors and boosts
Mexico’s existing and emerging industrial value chains under an equitable and just transition
approach.

The concessional resources of CIF-IDP channeled by IDB Invest will enable transformational change
across industrial parks/uses and manufacturing ecosystems, circular economy and waste valorization
infrastructure, and electromobility value chains (component 2) by:

e Enabling a structural shift in access to renewable power for industrial parks and manufacturing
hubs. The program promotes scalable, reliable clean energy solutions in industrial parks and
manufacturing hubs by leveraging regulatory innovation in energy delivery models to catalyze and
expand new clean energy markets aligned with firms’ decarbonization needs and international
standards. These interventions address constraints in clean power availability and reliability,
while fostering the emergence of battery storage as a nascent system-level enabler for large-
scale industrial electrification.

¢ Strengthening strategic manufacturing ecosystems. The program supports the development of
Mexico’s battery value chain for electromobility, reinforcing domestic industrial capabilities,
generating spillover effects beyond individual sites, and enhancing competitiveness in
automotive-linked strategic value chains; therefore, incentivizing a transformational shift on the
supply side of the Mexican electromobility value chain. In addition, CIF-IDP concessional
financing will support the electrification of vehicle fleets, with a particular focus on electrification
of industrial and logistics fleets operating within or directly linked to industrial parks, and possibly
transport services connecting workers to industrial parks. This scope of activities is expected to
stimulate the demand for electromobility within the industrial sector, thus reinforcing the need for
the development of a domestic value chain for electromobility components.

In addition, for activities in both components, IDB Invest expects to achieve transformational change
through the deployment of CIF resources for industrial decarbonization, by:

e Crowding in private capital by reducing perceived revenue and execution risks, strengthening
transaction bankability, facilitating access to long-term financing under market-compatible
structures, and establishing replicable financing models and structuring templates for low-carbon
industrial investments, thereby reducing transaction costs and improving predictability
for subsequent investments in the same value chains.

e Embedding result-based incentives into financing instruments in order to actively promote the
inclusion of vulnerable populations and minorities in the implementation of the projects and
ensure they benefit from a just transition approach.

Implementation readiness

IDB Invest Program will follow a demand-driven approach in the implementation of CIF resources,
prioritizing projects that demonstrate the highest level of impact potential and implementation readiness,
in order to ensure the fast deployment of CIF resources. In line with the DFIs’ Principles on Blended
Concessional Finance for Private Sector Projects (“the Blended Finance Principles”), IDB Invest will deploy
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CIF-IDP concessional resources to the most additional projects, applying the principle of
minimum concessionality with the expectation that concessional support declines over time as
technologies mature, risks are reduced, and commercial financing becomes available — thus avoiding
market distortions or crowding out the private sector.

The determination of the financial instruments, pricing and terms of the concessional funds will be
tailored to each individual transaction to address the specific needs of each project, while adhering to the
Blended Finance Principles and the CIF Financial Terms and Conditions, as applicable. Depending on the
specific needs and characteristics of pipeline projects, and their eligibility, IDB Invest may request at
Program submission stage: (i) resources for high-risk instruments under the High Leverage Modality,
depending on the status of implementation of the modality and the mobilization potential of projects, and
(ii) local currency financing for a portion of the CIF-IDP resources, in accordance with the relevant CTF
policies®2.

Eligible projects that are not deemed “investment ready” may receive Technical Assistance support for
project preparation, in order to ensure the development of a strong, bankable pipeline (see detail on
Technical Assistance for project preparation under Component 3).

IDB Invest will implement US$120 million of non-reimbursable resources under the IP through
non-sovereign operations, to private companies and/or financial vehicles for decarbonization projects in
the following two components:

e Component 1: US$ 80 million to support the decarbonization of the hard-to-abate sectors
(cement, iron, steel, aluminum).

e Component 2: US$40 million to support the decarbonization of industrial parks and the
electromobility value chain.

IDB Invest has several projects aligned with the Investment Plan’s objectives in its pipeline of Blended
Finance investments. To ensure confidentiality of the terms of investments with private companies, and
to ensure that IDB Invest is able to deploy the CIF resources in accordance with the Blended Finance
Principles after TFC approval —among others by ensuring that transactions are financed on a first come,
first serve basis based on projects’ implementation readiness, high level of additionality, and following
the principle of minimum concessionality— the pipeline of projects based on which the indicators are
calculated is shared to the CIF Secretariat on a confidential basis.

Targeted sectors include over 50 medium- and large-scale companies, providing a deep pipeline for
parallel deployment. IFC and IDB Invest will deploy in parallel and coordinate under minimum
concessionally principles to ensure complementarity, efficient market coverage, and no duplication.

IDB Invest is requesting the deduction of US$1.75 million from the US$120 million reimbursable funds
under IDB Invest management, to cover MPIS.

32 Use of Local Currency for Private Sector Projects under the CTF Trust Fund: Proposed Tools and Instruments to
Support Local Currency Operations
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Rationale for financing

CIF concessional financing is needed to support early-stage decarbonization projects in hard-to-abate
industries with limited commercial track record in Mexico. In sectors such as iron and steel, aluminum,
cement, and chemicals, innovative low-carbon solutions face elevated technical and financial risks,
particularly when integrating new technologies into existing industrial processes. By combining CIF
concessional resources with co-financing, this approach lowers the cost of capital and provides
risk-sharing mechanisms that improve bankability, enable early commercial validation, and lay the
foundation for replication and scale-up.

Results indicators

Eligible projects in IDB Invest’s pipeline are used to estimate all the impact indicators, as presented below.
Such indicators will be updated at Program Submission based on the evolution of the pipeline at that time,
and will be confirmed at project closing, as per the guidelines of the Industry Decarbonization Design
Document as they relate to private sector operations. Given the above, not all indicators may be relevant
to any given project.

# Indicator Indicative Comment / Methodology
value
Emission reductions are calculated by
comparing projected emissions under a
INDUSTRY CORE 1. 304,485 CIF-financed intervention to the business-
1 o o tCO2e/year as-usual scenario. Interventions included
Mitigation: GHG emissions are Fuel switching, Electrification, Energy
reduced or avoided (mt CO2 eq) efficiency, Renewable energy self-
generation and electric mobility, as per
projects presented in pipeline
The specific unit depends on the industrial
INDUSTRY CORE 2. sector/sub-sector and cannot be averaged
across sectors. As an indication, the
) Em.iss.ions Intensity: GHG . N/A following values are expected for fuel
emissions reduced or avoided switching (0.27 to 0.54 tCO,e/t Al
per unit produced (%, absolute reduced) and for electrification (0.63 -
values in mt CO2 eq/unit and %) 0.85 tCO,e/t Al reduced) in the hard to
abate sectors.
Annual energy savings are calculated
following a bottom-up industrial energy
INDUSTRY CORE 3. baIar?c?e method.ology,.combining sector—
787 specific energy intensity benchmarks with
3 Energy Savings: Annual energy GWh/year technology-specific efficiency factors,
savings (GWh/year) based on the projects presented in
pipeline. Baseline energy consumption
estimated based on MWh/ton produced
for thermal and electrical processes. Each
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intervention is modelled as a modification
to the baseline scenario: energy efficiency
as a percentage reduction in total
demand; electrification as a substitution
of thermal energy with higher-efficiency
electric systems (accounting for
conversion efficiency gains); and biomass
switching as a replacement of fossil
thermal energy with a lower-efficiency
renewable alternative.

INDUSTRY CORE 4.

Installed Capacity: Capacity of

Renewable energy capacity installed for

4 222 MW industrial decarbonization (e.g., solar,
renewable energy installed for wind, biogas) at industry/firm/asset level
industrial decarbonization (MW)

GESP 1.

4.1 | Energy Storage: Energy rating 400 MWh Total energy rating for BESS installed
(MWHh)

Solid materials reduced, reused, or
INDUSTRY CORE 5. recycled in the production process due to

5 Material Efficiency: Solid 60,000 interventions. This metrics is based in the
materials reduced, reused, or tones/year volume of product recovered on rotary
recycled (tons/year) furnaces from slag in aluminium

production in a plant in Mexico.
Total non-CIF resources mobilized (IDB
INDUSTRY CORE 6. US$840 Invest, DFls, private sector). Based on IDB
6 Co-Finance: Volume of co- million Invest’s Originate to Share business
finance leveraged (USD) model and average mobilization ratios for
industrial projects.
Number of
INDUSTRY CORE 7. businesses/entrepreneurs/ventures
Access to Finance: Number of ?ccessing new fi.nance due to
businesses, entrepreneurs, or interventions; ewdenc.e shoyld show
7 other ventures accessing new 7 market access, actualized financing, and

financial resources as a result
of Industrial Decarbonization
interventions (#; volume of
finance in USD)

qualitative details.
Component contribution:

e Component 1: 560 million USD
e Component 2: 280 million USD
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INDUSTRY CORE 8.

Policies and Plans: Number of
policies, regulations, codes,
standards or plans related to
industrial decarbonization that
have been amended or adopted

(#)

This target corresponds to the
disaggregation of the TA-1 indicator
reported under Component 3.

INDUSTRY CORE 9.

Private Sector Commitment:
Number of businesses or
ventures that have
operationalized new or updated
corporate strategies that include
climate change considerations
aligned with national-level
targets (#)

Number of businesses/ventures

operationalizing new or updated corporate

strategies with climate considerations
aligned to national targets.

10

INDUSTRY CORE 10.

Innovation: Number of
innovative businesses,
entrepreneurs, and other
ventures demonstrating a
strengthened climate-
responsive business model (#)

[2]

Based on analysis of expected
interventions with IDB Invest's pipeline
projects.

11

INDUSTRY CORE 11.

Human Capital: Number of
persons accessing green jobs

(#)

936

Based on IDB Invest's Methodology for
Employment Impact calculation

CO-BENEFIT: 1

Gender and Vulnerable Groups:
Measures the successful
integration of Gender Equality
and Social Inclusion (GESI) into
private sector industrial
operations through the adoption
of inclusive corporate strategies
and the delivery of targeted
programs.

# of GESI corporate strategies
adopted

Based on IDB Invest's methodology, and
supported by gender analysis and tailored

intervention to close Gender and Social
Inclusion Gaps.
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Financing plan, including financial instruments

and 2

funds)

Components 1

(reimbursable

CIF IDP

(through
IDB
Invest)

IDB Invest

(cofinancing)

Private Sector and others
(mobilization)

TOTAL

Component 1
(hard to abate)

80

160

400

640

and

Component 2
(Industrial Park

electromobility)

40

80

200

320

Total

12033

240

600

960

Project preparation timetable

Execution schedule

2026

2028

Component
/ Activity

Q|Q

2

> 0

3

Q|Q|Q Q@ |Q|Q|Q
112 (3 (4|1 ]2 3

s-TIP
endorseme
nt

TFC
Approval of
IDB Invest
Program

IDB Invest
Board
Approval of
Sub-
Projects

Sub-
Projects
disburseme
nts

Implementa
tion

33 USS 1,750,000 will be deducted from the IDB Invest allocation for MPIS allocation.

135

Official Use Only



10.3.2. Concept Note IFC
Problem statement

Mexico’s industrial sector is a core pillar of the national economy, supporting employment, trade
integration, and value creation, but it is also a major source of GHG emissions and energy demand.
According to Mexico’s NDC 3.0, the industry sector accounted for around 18% of total emissions in 2024,
driven by both industrial processes and fossil-fuel combustion. Within this sector, hard-to-abate
industries, including cement, iron & steel, aluminum and chemicals, represent a subset of industrial
activity characterized by energy-intensive processes and limited low-carbon alternatives, making their
decarbonization critical to achieve national mitigation goals while preserving industrial competitiveness.

These decarbonization efforts face structural constraints. Industrial production relies heavily on
high-temperature thermal processes that are difficult to electrify, carbon-intensive feedstocks that must
be substituted, and advanced technologies that are not yet commercially mature or require enabling
policies and infrastructure to be deployed at scale. In parallel, a significant share of industrial activity is
geographically concentrated in industrial parks, which host a wide range of industrial users that are also
part of the broader industrial sector. Mexico is experiencing rapid expansion of these industrial parks,
with 477 currently in operation and more than 100 under construction, while electricity consumption and
emissions from on-site and associated activities remain closely tied to carbon-intensive power supply and
constrained grid capacity. Absent clean energy solutions and adequate electrical infrastructure, new
industrial development risks locking in high-emissions production pathways that undermine firms’ ability
to meet international market requirements and compete effectively in open, trade-exposed markets.

Three interrelated barriers reinforce this challenge. First, technology readiness at the scaleup stage
remains a binding constraint in hard-to-abate sectors, where many low-carbon solutions are technically
viable but face residual integration, performance, and operational risks when deployed within existing
industrial assets, requiring enabling infrastructure and derisking before reaching full commercial maturity.
Second, persistent financing and bankability constraints continue to impede deployment at scale, driven
by high capital intensity, long payback periods, limited operating track records, and residual performance
and integration risks. Third, while recent energy regulation opens space for new technologies and delivery
models—such as energy storage, biogas, and public—private generation schemes—uncertainty remains
around their operationalization and implementation, limiting confidence among project developers and
financiers.

Proposed contribution to initiating transformation
CIF-IDP concessional resources initiate industrial transformation in hard-to-abate sectors by:

e Reducing first mover and financing barriers for technically viable projects with commercial
viability gaps and early commercial projects through a blended, risk sharing financing
architecture that directly addresses the lack of tailored financial instruments for high risk, long
payback period, and high capex requirements for industrial decarbonization investments. This
structure lowers the effective cost of capital, provides targeted risk mitigation, and close
bankability gaps, enabling early deployment and creating replicable transaction models for
broader market adoption.

¢ Building learning curves and catalyzing follow-on investment that strengthen competitiveness
and industrial value chains. This supports local technological uptake, capacity building, and
learning effects, contributes to the development of a skilled workforce with gender equity
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considerations, and attracts specialized investment that reinforces Mexico's existing and
emerging industrial value chains under an equitable and just transition approach.

e Addressing projects with higher levels of maturity, with the objective of scaling-up projects and
allowing for potential replication and large-scale industrial changes in Mexico. The resources will
be allocated to beneficiaries with robust business models and will support addressing CAPEX
barriers, market and demand uncertainties for low-carbon products, and residual risks that limit
access to commercial finance.

CIF-IDP concessional financing supports industrial transformation across decarbonization of industrial
parks, facilities, and manufacturing ecosystems by:

e Enabling a structural shift in access to renewable power for industrial parks and manufacturing
hubs. The program promotes scalable, reliable clean energy solutions by leveraging regulatory
innovation in energy delivery models to catalyze and expand new clean energy markets aligned
with firms’ decarbonization needs and international standards. These interventions address
constraints in clean power availability and reliability, while fostering the emergence of battery
storage as a nascent system-level enabler for large-scale industrial electrification.

e Strengthening strategic manufacturing ecosystems. The program supports the development of
Mexico’'s battery value chain for electromobility and stationary storage, reinforcing domestic
industrial capabilities, generating spillover effects beyond individual sites, and enhancing
competitiveness in automotive-linked strategic value chains. In addition, CIF-IDP concessional
financing will support the electrification of logistics fleets operating within, adjacent or serving to
industrial parks. These interventions will initiate a system-level transition in a strategic sector for
Mexico by catalyzing demand for e-mobility, strengthening enabling value-chain conditions, and
supporting replication across multiple transport and industrial uses.

Implementation readiness

Under components 1 and 2, approximately USD 120 million of the program will be channeled by IFC
through non-sovereign operations, to private companies and financial vehicles (e.g., trust, funds, and
financial institutions). Out of the total, indicative values across components are:

e Component 1: approximately USD 80 million, primarily dedicated to supporting the
decarbonization of the hard-to-abate sectors.

e Component 2: approximately USD 40 million, primarily dedicated to decarbonization of industrial
parks and electromobility.

IFC seeks flexibility across technologies and project typologies, enabling coordination between
mechanisms and the dynamic reallocation of resources as implementation needs evolve. Accordingly,
these components comprise an indicative pipeline by subsector, recognizing that individual investments
may select different GHG abatement measures depending on company-specific needs and the level of
maturity in climate technology adoption.

Targeted sectors include over 50 medium- and large-scale companies, providing a deep pipeline for
parallel deployment. IFC and IDB Invest will deploy in parallel and coordinate under minimum
concessionality principles to ensure complementarity, efficient market coverage, and no duplication.

IFC is requesting the deduction of US$1.75 million from the US$120 million reimbursable funds under IFC
management, to cover MPIS.
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Rationale for financing

Non-sovereign concessional financing supports the scale-up of mature decarbonization projects in hard-
to-abate sectors that are commercially advanced but remain constrained by high capital intensity, market
and demand uncertainty, and residual risks that limit access to purely commercial finance. This
component focuses on private sector projects with proven technologies and robust business models that
are ready to move from demonstration to replication but still face scale-up and bankability barriers.

In parallel, concessional finance is critical to accelerate clean energy solutions for industrial parks, where
grid congestion, limited clean power availability, and the early-stage deployment of enabling
technologies—such as energy storage—continue to constrain industrial electrification. At the same time,
supporting the deployment of electromobility technologies and the development of their associated value
chains reinforces one of Mexico’s strategic industrial sectors, particularly automotive manufacturing,
enabling firms to reduce transport-related emissions, upgrade production capabilities, and align with
national electrification priorities and net-zero commitments.

Across both areas, CIF-IDP resources apply a blended approach to reduce risk, mobilize additional private
capital, and enable deployment at the pace and scale required for industrial transformation in Mexico,
through tailored instruments—including but not limited to senior and subordinated debt, equity,
guarantees and viability gap funding (VGF) —deployed via IFC.

Eligible projects that are not deemed “investment ready” may receive Technical Assistance support or
Project Preparation Grants for project preparation, in order to ensure the development of a strong,
bankable pipeline (see detail on Technical Assistance for project preparation under Component 3).

Results indicators

The initial information of IFC’s preliminary pipeline and reference values from MDBs experience in these
sectors are used to estimate the impact indicators of the Program, as presented below. Such indicators
will be updated at Program Submission based on the evolution of the pipeline at that time, and will be
confirmed post-ex at project closing, as per the guidelines of the Industry Decarbonization Design
Document regarding private sector operations. Given the above, not all indicators may be relevant to any
given project.

# | Indicator Indicative | Comment
value
1 | INDUSTRY CORE 1. 430,000 Emission reductions are calculated by

tCO2e/year | [comparing projected emissions under a CIF-
financed intervention to the business-as-usual
scenario). Feeds into CIF Impact 1
(Mitigation).

Mitigation: GHG emissions
reduced or avoided (mt CO2 eq)

2 | INDUSTRY CORE 2. N/A The specific unit depends on the industrial
sector/sub-sector and cannot be averaged
across sectors, therefore it will not be
reported.

Emissions Intensity: GHG
emissions reduced or avoided per
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unit produced (%, absolute values
in mt CO2 eqg/unit and %)

INDUSTRY CORE 3. 630 Annual energy savings achieved as a result of
. GWh/year | industry decarbonization (aligned with CTF
Energy Savings: Annual energy .
i Core Indicator 5).
savings (GWh/year)
INDUSTRY CORE 4. 60 MW Renewable energy capacity installed for
Installed C ftv: © ity of industrial decarbonization (e.g., solar, wind,
nstalled Capacity: Capacity o
bl P y. thI dyf biogas) at industry/firm/asset level (aligned
renew nergy in r
.e © a. © energy _S a. edrto with CTF Core Indicator 3).
industrial decarbonization (MW)
INDUSTRY CORE 5. 320,000 Solid materials reduced, reused, or recycled in
. o ) ) tons / year | the production process due to interventions.
Material Efficiency: Solid materials
reduced, reused, or recycled
(tons/year)
INDUSTRY CORE 6. 840 million | Total non-CIF resources mobilized in industry
) ) usD decarbonization projects; feeds into CIF
Co-Finance: Volume of co-finance .
Impact 4 (Co-Finance).
leveraged (USD)
INDUSTRY CORE 7. 5 Number of
. businesses/entrepreneurs/ventures
Access to Finance: Number of . ) . .
) accessing new finance due to interventions;
businesses, entrepreneurs, or ,
) evidence should show market access,
other ventures accessing new . ) . i .
] ) actualized financing, and qualitative details.
financial resources as a result of
Industrial Decarbonization Component contribution:
interventions (#; volume of finance .
in USD) e Component 1: 560 million USD
e Component 2: 280 million USD
This target corresponds to the disaggregation
INDUSTRY CORE 8. 1 of the TA-1 indicator reported under
Policies and Plans: Number of Component 3.
policies, regulations, codes,
standards or plans related to
industrial decarbonization that
have been amended or adopted (#)
INDUSTRY CORE 9. 2 Number of businesses/ventures

Private Sector Commitment:
Number of businesses or ventures
that have operationalized new or
updated corporate strategies that

operationalizing new or updated corporate
strategies with climate considerations aligned
to national targets.
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include climate change
considerations aligned with
national-level targets (#)

10

INDUSTRY CORE 10.

Innovation: Number of innovative
businesses, entrepreneurs, and
other ventures demonstrating a
strengthened climate-responsive
business model (#)

1 Number of innovative

businesses/entrepreneurs/ventures
demonstrating strengthened climate-
responsive business models.

11

INDUSTRY CORE 11.

Human Capital: Number of
persons accessing green jobs (#)

350 jobs Number of persons accessing employment

opportunities, including via education/training
in clean tech and STEM,; feeds into CIF Impact
3 (Beneficiaries).

Financing plan, including financial instruments

The CIF-IDP resources implemented by IFC are expected to reach a total co-financing ratio of 1:7 or higher
(including investments from IFC, the private sector, and other stakeholders as outlined in the table below).
Co-financing and mobilization figures are based on expected financing of eligible projects in IFC’s pipeline
but remain indicative and subject to change based on the development of the pipeline, the specificities of
projects and overall market conditions and financing environment.

Financial instruments will be tailored based on the specific needs of the individual private sector project.
Financial instruments may include (but not limited to) senior and subordinated debt, equity, guarantees
and VGF.

Depending on the status of implementation of the High Leverage Modality (HLM) and the eligibility of
pipeline projects and their relevant characteristics particularly in terms of mobilization, IFC may request
at Program submission stage resources for high-risk instruments under the HLM.

[Subject to Component 3 — Technical Assistance amounts]

Private Sector Direct CIF IDP IFC Private Sector and TOTAL
Investment Program (through IFC) (co-financing) others
Component 1 80 160 400 640
Component 2 40 80 200 320
Total 1203 240 600 9260

34 USS 1,750,000 will be deducted from the IFC allocation for MPIS allocation.
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Project preparation timetable

Execution schedule

2026

2027

2028

2029

2030

Component /
Activity

Q2 | Q3

Q4

Q1

Q2

Q3

Q4

Q1

Q2

Q3 | Q4

Q1

Q2

Q3

Q4

Q1

Q2 | Q3 | Q4

s-TIP
endorsement

TFC Approval
of IFC Program

IFC Board
Approval of
Sub-Projects*

Sub-Projects
disbursements

Implementation
-TBD

*A period of up to 36 months begins once TFC approval is granted.
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10.3.3. Concept Note Technical Assistance
Problem statement

The decarbonization in Mexico’'s hard-to-abate sectors, industrial parks, facilities, and manufacturing
ecosystems, faces significant technical, financial, regulatory, market and social barriers that constrain
project development and delay final investment decisions. Common obstacles include high capital and
operating costs associated with low-carbon technologies, residual technology risks linked to solutions
that are not yet fully commercially mature, and resulting green premiums that undermine project
bankability. These challenges are compounded by evolving and sometimes complex regulatory and
incentive frameworks, as well as fragmented institutional responsibilities across federal and state levels,
which increase uncertainty and discourage private investment.

Beyond project-level constraints, industrial decarbonization in Mexico is also hindered by structural
market and system-level bottlenecks. These include weak or uncertain demand for low-carbon industrial
products, limited availability of risk-mitigation instruments, and insufficient financial and project
preparation capacity among sponsors and developers. At the system level, constraints within the
electricity grid, including capacity limitations, congestion, and reliability gaps in key industrial regions,
restrict the ability of industries and industrial parks to access clean and reliable power, thereby limiting
the scalability and impact of decarbonization investments.

During the s-TIP development process, a private sector workshop was conducted in Mexico to further
identify and validate these barriers, as well as to assess specific opportunities and requirements for
industrial decarbonization. The workshop engaged key stakeholders across sectors—including metals;
construction and materials; cross-industry segments (such as industrial parks, energy providers, data
centers, and waste); the automotive sector; and chemicals-and helped refine the understanding of
regulatory, market, and investment constraints faced by private actors. These insights have directly
informed the design of targeted interventions under the proposed TA.

At the same time, these barriers are embedded within persistent social and gender inequalities that risk
undermining a just transition. Women and underrepresented groups remain concentrated in lower-paid
roles within industrial value chains, while the workforce lacks adequate access to reskilling and
specialized capabilities required by emerging low-carbon technologies. As a result, bridging the
bankability gap requires integrated advisory services that align techno-economic feasibility with
gender- and social-responsive strategies, ensuring that the industrial transformation not only delivers
emissions reductions but also enables equitable access to high-value, new green jobs and resilient
productive infrastructure. Addressing these issues calls for just-in-time, ad-hoc assistance work that can
go beyond the scope of investment projects. In this sense, grant funding can play a pivotal role in ensuring
that decarbonization efforts are aligned with principles of equity and inclusiveness. This is essential to
achieving a successful industrial decarbonization and a balanced, just, and sustainable transition.

Addressing the abovementioned obstacles requires targeted, cross-cutting interventions that go beyond
individual projects and strengthen enabling conditions, reduce investment risks, and align the industrial
transformation with Mexico’s climate goals and Sustainable Taxonomy introduced by Mexico’s Ministry
of Finance in 2023 addressing principles of equity and social inclusion. In this context, the Technical
Assistance (TA) plays a central derisking role by supporting sponsors and developers in progressing
toward projects’ Final Investment Decisions (FID); strengthening the enabling environment through
targeted analytical and advisory support on regulatory and policy aspects; mitigating development risks
through targeted diagnostics and studies; and building workforce capabilities through training and
capacity building—while ensuring these efforts contribute to a just transition. This is why MDB’s and the
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Government of Mexico decided for a TA component that is particularly well suited to tackle structural
constraints across sectors in a programmatic (system-strengthening) manner, thereby creating a pipeline
of bankable investments for CIF financing.

Proposed contribution to initiating transformation

TA support under the s-TIP is intended to initiate industrial transformation in Mexico by addressing the
market, technical, regulatory, social, and information barriers that currently constrain private investment
and projects’ progress towards FID. By combining analytical work, advisory services, and capacity-building
interventions, the TA seeks to de-risk early-stage projects, strengthen enabling conditions, and support
the preparation of bankable investments across hard-to-abate industries, industrial parks, and
electromobility value chains.

1. Studies for investment readiness and prioritization

The TA will focus on selected hard-to-abate sectors and emerging decarbonization solutions, where
institutional alignment is critical to unlock private investment. Specifically, it shall catalyze industrial
decarbonization by supporting investment readiness and improving project bankability through targeted
upstream and project preparation support. This includes the development of techno-economic
assessments, market analyses, energy audits, and pre-feasibility and feasibility studies to structure and
validate investments at different stages of maturity. These activities directly address information gaps,
reduce uncertainty, and support technology selection, cost and performance validation, demand and
offtake assessments, and bankability analysis for private sponsors and developers.

Analytical support will cover a range of decarbonization solutions explicitly identified in the program
scope, including, for example, industrial electrification, fuel switching, energy efficiency and waste-heat
recovery, alternative materials integration, carbon capture and storage or in-material capture solutions,
renewable energy and BESS for industrial parks and facilities, green hydrogen carriers, circularity and
energy-from-waste solutions, and the electrification of freight and industrial fleets. Demand and
integration studies for industrial parks/uses will assess electricity demand profiles, grid capacity and
constraints, and opportunities for new generation assets—either dedicated (off-grid) or grid-connected—
and storage. Where relevant, this analytical work will also support the prioritization of interventions with
the highest potential impact, including assessments related to infrastructure constraints, demand
profiles, and value-chain competitiveness.

2. Project Management and Implementation Support

The TA will further support the transition from project preparation to implementation by providing
targeted, just in time assistance to facilitate coordination, oversight, and execution of decarbonization
initiatives. This support will include the organization of technical workshops, stakeholder engagement
and communications, establishment of monitoring, reporting and verification (MRV) systems, and
coordination across relevant private sector stakeholders, ministries and public entities. Having this
implementation-oriented support helps ensure coherence across public and private actions, strengthens
stakeholder coordination, and enables the timely delivery of complex, multi stakeholder projects, thereby
reinforcing investment readiness and reducing execution risks.

3. Gender and Just Energy Transition strategies

Gender Equality and Social Inclusion, and just transition considerations are integrated as a cross-cutting
element of the proposed component, recognizing that industrial decarbonization in Mexico faces
persistent workforce, skills, and participation gaps. By mainstreaming these dimensions across policy
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support, analytical work, project preparation, and implementation, the TA helps ensure that
decarbonization investments do not reinforce existing inequalities and that the industrial sector is better
equipped to absorb and scale new low carbon technologies.

Within this framework, IFC, as part of the World Bank Group, will deliver technical advisory and support,
focusing on the integration of gender equality and just transition considerations, as well as improved work
conditions and quality, into policy frameworks and private sector engagements that address structural,
institutional and normative barriers to increase women'’s access to work. This includes building on
existing platforms and tools such as the Mexico Fast-Track Initiative for the implementation of the World
Bank Group Gender Strategy, analytical evidence including the Women, Business and the Law Index, and
Mexico’s Sustainable Taxonomy. Furthermore, companies will be invited to participate in the IFC Mexico
Gender Country Program, which includes capacity building and support for targeted interventions on
family-friendly workplace policies and employer-supported childcare, gender-inclusive procurement and
sustainable supply chains, and women's representation in middle and senior management and on Boards.
Other potential advisory support could include the implementation of the IFC Just Transition diagnostic
tool and action plan; EDGE Gender Certification; and/or training on respectful workplaces and prevention
of gender-based violence. These efforts support regulatory alignment, policy reform, and the integration
of gender and social considerations into national frameworks.

IDB Invest and IDB will lead firm level and industry level implementation by providing advisory support
directly to private sector actors and by supporting the enabling environment. This includes the
development of social investment plans, GESI responsive corporate strategies, and training, upskilling,
and reskilling programs linked to decarbonization investments. Similarly, for IDB Invest, a 100% of pipeline
projects undergo a gender and social analysis to identify material gaps across the workforce, leadership,
markets, value chains, and communities. Based on these gaps, targeted sectorial-specific interventions
are compiled into gender action plans. These interventions aim to address occupational segregation,
recognize and reduce unpaid care burdens through care-responsive workplace policies and access to
care services, support micro, small and medium enterprises (MSMEs) and underrepresented groups’
participation in emerging low carbon value chains, and ensure that workforce development is aligned with
the deployment of new industrial technologies, contributing to inclusive and socially sustainable
decarbonization outcomes.

4. Enabling Conditions and Policy Support

The TA will further initiate industrial transformation by strengthening enabling conditions through targeted
policy and regulatory support. This includes analytical and advisory assistance to inform regulatory
pathways, provide technical inputs to norms and standards where relevant, and support coordination
across authorities in areas relevant to industrial decarbonization, based on identified needs and priorities.
These efforts complement broader government action. SHCP, as lead authority for public financing policy,
aligns financial instruments with national climate priorities, integrating resource mobilization and
advancing policy reforms across sectoral agencies. In addition, SHCP recognizes that enabling conditions
will evolve as the Program advances and technology pathways mature. It will therefore foster
interinstitutional dialogue to address relevant regulatory frameworks, standards, and sectoral conditions
in a timely and sequenced manner.

The s-TIP strengthens enabling conditions by building on existing policy efforts while targeting key
bottlenecks. As implementation advances, it will identify remaining gaps (e.g., regulatory frameworks)
through project outputs and stakeholder engagement, informing further support. The implementation of
the CIF program will lead to institutional reporting and public policy reorientations for Mexico. Therefore,
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technical assistance resources will be required for the Ministry of Finance, in coordination with MDBs, to
comply with the final review of the decarbonization program.

Implementation readiness

Non-Reimbursable Technical Assistance resources in the amount of USD 10 million are proposed to
support implementation readiness, with USD 5 million executed by the IDB Group (IDBG) and USD 5 million
executed by the World Bank Group (WBG) across the areas described above. TA activities will be delivered
through the established upstream and advisory functions of IDB Invest and IDB, as part of the IDBG, and
IFC, as part of the WBG, in coordination with relevant implementing and financing entities.

IDBG will execute its share of the TA through IDB Invest and IDB, deploying specialized advisory teams
and working closely with expert consultancy firms and technical specialists to provide tailored support to
private sector actors and contribute to the strengthening of enabling conditions. In parallel, the WBG will
execute its share of the TA through IFC, leveraging existing platforms, tools, and advisory capabilities to
support upstream policy engagement, institutional alignment, and the integration of gender-responsive
and just transition considerations.

IFC is requesting up to US$250,000 from the USS5 million grant resources to be executed by them to cover
MPIS. IDB Invest is requesting the deduction of up to US$200,000 from the USS$4 million grant resources
executed by IDB Invest to cover MPIS, while IDB is requesting up to US$30,000 from the USS$S1 million grant
resources executed by IDB to cover MPIS.

Rationale for financing

Non-reimbursable financial support is required to provide the TA that is needed to address the
abovementioned structural barriers to industrial decarbonization through a programmatic approach. In
the absence of concessional support, private companies tend to prioritize narrow techno-economic
feasibility studies, while underinvesting in policy and regulatory support, gender equality and social
inclusion, and broader sustainability measures that are critical to achieving transformative and durable
impact in an agile timeline.

By absorbing the high upfront costs of project development, capacity building and complementary
sustainability-focused studies, CIF-funded Project Preparation Grants under the TA helps bridge critical
risks and capacity gaps faced by private sponsors, particularly in relation to just transition elements and
first-mover social inclusion initiatives. This support enables private developers to pursue innovative
business models that meet both technical and financial requirements while achieving higher gender,
ethnic, and regional equity standards, thereby enhancing the overall impact, sustainability, and
socio-environmental performance of decarbonization investments, contributing to Mexico’s national
targets and plans.

Results indicators

The CIF funding used to bridge selected, eligible projects’ bankability gaps will enable them to achieve the
indicative result indicators values of Component 1 and 2, noting that not all indicators may be relevant to
all programs and may be updated at the time of program submission.
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Technical Assistance (TA)

— Results Indicators

T.A - 1 | Number of policies,
regulations, codes, standards or

Methodology / Explanation

Number of policies, regulations, codes, standards or plans defined

conducive and safer workplace
environment for women in hard-
to-abate sectors.

plans related to industrial 220b3)£ atany public level.
decarbonization that have been Corresponds to Core Indicator #8
amended or adopted
TA - 2 | Number of upstream At Nu_mber of ?nvestments that were gna_bled by pr(_)ject spe_cifi_c TA
) interventions such as decarbonization strategies, feasibility
enabled investments under the least . - ; : o
) - a5 studies, upstream studies and project preparation activities that
industry decarbonization program 4 . . ! .
support readiness and improve project bankability.
Measures the number of formal, high-level social investment plans
TA - 3 | Number of social or corporate/sectoral strategies adopted to provide MS_MES, _
investment plans and strategies women and other underserved/underrepre_senteo_i populations with
adopted to facilitate access to TBD structural access to the green economy .(JObS, finance, markets
green jobs, value chains, finance and value chains). ) (Strategies Adopted)
and markets. No targets are defined so far; they will be set once the project
pipeline is outlined.
Measures the number of implementation of upstream initiatives
(pre-investment activities that focuses on preparation and
enabling conditions), advisories, and/or programs for job creation,
inclusive procurement and economic inclusion of personnel and
TA - 4 | Number of upstream communities s_ur_roundirjg the hard-to-abate sector. Ir_lc_IL_Jdgs
interventions, advisory, or specialized upskilling, training and knowledge transfer initiatives
' . 4% designed to strengthen the technical and leadership capacity of
programs on gender equality and ! o : ;
social inclusion conducted. women and underserved populations within the industrial
decarbonization sector.
Total number of (Programs where participants from target groups
successfully participated and/or completed the curriculum or
initiative.)
Measures beneficiaries participating and completing training
TA =5 | Number of people opportunities generated because of TA support, such as sector-
participating and completing specific skills building/technical accreditations, recruitment
technical trainings (skills strategies, gender topics, leadership development. Results will be
development/ accreditation, job TBD tracked via participant feedback mechanisms and captured in a
acquisition, professional sex-disaggregated way.
development and leadership
opportunities) -- of which women No targets are defined so far; they will be set once the project
pipeline is outlined.
Measures number of government officials and/or private
employers with increased knowledge and capacity on different
TA - 6 | Increased knowledge policies and practices that could positively impact women’s
and capacity of government and access to work--such improved recruitment, better workplace
private sector on policies and conditions, combatting gender biases--as a result of TA support
practices that enable a more TBD around knowledge products produced, advisory services, capacity

building or training programs, Results will be captured through
structured interviews and sex-disaggregated.

No targets are defined so far; they will be set once the project
pipeline is outlined.

352 upstream enabled investments for each IFC and IDB Invest.

36 2 upstream upstream initiatives (pre-investment activities that focuses on preparation and enabling conditions),
advisories, and/or programs for each IFC and IDB Invest.
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Financing plan

FINANCIAL RESOURCES (million USD)
CIF-IDP Co-Financing
Components (through MDBs) MDBs Sub-total
IDBG®’ WBG32 IDB IDB Inv. IBRD IFC
2. Tgchmcal 5 5 i i i ) 10
Assistance
Subtotal 10 -
Total USD 10M (grant)

Project preparation timetable (indicative)

2026 2027 2028 2029 2030

Component / Activity Q2 Q3 Q4 |Q1/Q2/Q3|Q4|/Q1/Q2|Q3/Q4|Q1/Q2|Q3Q4|Q1/Q2|Q3 Q4

s-TIP endorsement

37 |IDB Invest will manage USS$4 million for TA resources, while IDB will manage US$1 million for TA resources.
US$200,000 will be deducted from IDB Invest USS$4 million resources, while US$30,000 will be deducted from IDB
USS$1 million resources for MPIS allocation.

38 WBG will allocate all grant funds of $5 million to IFC. US$250,000 will be deducted from IFC resources for MPIS
allocation.
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TFC Approval
of MDBs Program (including
TA)

MDBs Board Approval
of TA*

TA MDBs implementation

[For reference]

MDBs sub-projects
investment-cycle**

*MDB board approval timelines may vary by institution during the indicative period. ** Refer to the IFC
and IDB Invest concept note for details.

148

Official Use Only



10.4. Stakeholder engagement

This annex presents the stakeholder mapping and engagement plan implemented as part of the
preparation of the s-TIP. This section outlines the purpose of the analysis, as well as the scope, design,
and methodological approach of the consultation and stakeholder engagement process. It also describes
the methodology used to identify and engage key stakeholders, the level of participation achieved across
the different dialogue instances, and the main expected outputs, aimed at strengthening the technical,
social, and economic foundations of the s-TIP through validation and incorporation of stakeholder
insights gathered during the private sector workshop that took place in February 2026 and the Joint
Mission undertaken in March 2026.

Purpose of Stakeholder Engagement

The primary objective of the stakeholder engagement process was to ensure that the s-TIP is grounded
in robust technical evidence and informed by direct input from relevant stakeholders, including:

e Private sector actors with technical expertise and investment influence in industrial
decarbonization; and

e Organizations contributing to the integration of gender equality, social inclusion, and just
transition (GESI/JT) considerations.

The consultation methodology was aligned with both CIF requirements and the Mexican policy and
industrial context, and focused on:

¢ Identifying priority sectors and value chains;

e Mapping strategic and representative stakeholders;

e Structuring targeted dialogue spaces to identify barriers, opportunities, and enabling conditions;
and

e Ensuring transparency and traceability throughout the participation process.

This work builds on the technical and economic analysis developed as part of the s-TIP preparation
process, which assessed GHG emissions, mitigation opportunities, and investment needs across
Mexico’s industrial sector. Based on this diagnosis and national priorities, the consultation focused on
hard-to-abate sectors, clean technologies and green value chains, and eco-industrial parks, with deeper
analysis in the automotive, chemicals and fertilizers, metals, cement, power generation, waste, and
eco-industrial park subsectors. The stakeholder discussions further reinforced the relevance of these
priorities while highlighting constraints related to financial structures, regulatory certainty, availability of
enabling infrastructure, and the need for technical assistance to advance the project maturity.

Scope of stakeholder engagement

Stakeholder engagement was implemented through three complementary hybrid consultation instances,
forming part of an iterative process to build, validate, and refine the s-TIP:

¢ In-person workshop with private sector organizations
(February 5-6, 2026, Mexico City).

e This workshop aimed to create a technical dialogue space to discuss barriers, opportunities, and
requirements for industrial decarbonization, as well as project identification, seeking to inform
the initial design of the s-TIP. Discussions consistently mentioned the lack of fit-for-purpose
financial instruments for long-tenor and higher-risk decarbonization projects, regulatory and
administrative uncertainty, limitations in grid capacity and access to clean energy, and the
importance of concessional and blended finance to de-risk emerging technologies.
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e Joint Mission — Multi-stakeholder dialogue with private sector representatives
(March 24, 2026, Mexico City).

e This session focused on sharing progress in the conceptualization of the s-TIP and validating key
assumptions, components, sectoral scope, and support mechanisms, based on a more mature
version of the instrument. Stakeholders validated the overall structure for the s-TIP, while
emphasizing the need for flexibility in the development of the project pipeline due to the varying
project maturity levels, as well as for clear but high-level eligibility criteria, diversified financial
instruments, and a central role for technical assistance to support project preparation, regulatory
alignment, and institutional capacity building.

e Joint Mission — Dialogue on gender equality, social inclusion, and just transition (GESI/JT)
(March 24, 2026, Mexico City).

e This dialogue sought to identify risks, opportunities, and enabling conditions to ensure that the
industrial transition is inclusive, gender-responsive, and socially just, and to translate these inputs
into recommendations, metrics, and indicators for the Investment Plan. During the dialogue,
participants remarked that social and labor impacts of industrial decarbonization must be
addressed from the project design stage, highlighting data gaps on gender statistics, barriers to
women'’s participation, the need for reskilling and upskilling pathways, and the importance of
avoiding regressive impacts on workers, communities, and local economies.

Private sector engagement focused on strategic s-TIP sectors, while addressing cross-cutting issues
such as energy efficiency, renewable energy, shared infrastructure, water management, and waste
management. Sector-specific breakouts and continuity of participation were used to enable substantive
discussion and progressive validation of the s-TIP design. This approach allowed insights from early
diagnostic stages to be tested, refined and validated as the design of the investment plan is advanced.

Stakeholder mapping and engagement process for the design of the s-TIP

Instance 1: Private sector workshop (February 5-6, 2026)

For this first engagement instance, a structured stakeholder mapping process was implemented to
identify private sector actors with technical relevance, ability to influence decision-making, and
willingness to participate in the s-TIP design process. The methodology was organized into five sequential
phases, ensuring consistency, transparency, and relevance in participant selection:

1. Phase 1. Preparation: definition of key stakeholder identification criteria, to ensure a clear and
consistent selection process.

2. Phase 2. Initial mapping: development of a preliminary list of organizations based on a high-level
assessment of the defined criteria and the identification of potentially relevant actors.

3. Phase 3. Validation: review and refinement of the stakeholder list with the project team (SHCP,
World Bank Group, and IDB Group), to adjust priorities, ensure sectoral balance, clarify the
expected role of participants, and define the structure of sector-specific sessions.

4. Phase 4. Formal invitation: identification of key focal points within each organization, preparation
and dissemination of formal invitations and registration materials, and follow-up to confirm
participation.

5. Phase 5. Dialogue implementation: delivery of the in-person workshop, including the systematic
collection of inputs and feedback to inform the s-TIP design and strengthen its technical and
operational feasibility from an industrial perspective.

The stakeholder identification criteria were structured around five dimensions, aimed at prioritizing
actors with the capacity to provide meaningful inputs to the design of the investment instrument:
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e Strategic relevance to industrial decarbonization;

e Influence over investment or policy decisions;

e Level of experience and maturity in decarbonization initiatives;
e Institutional and sectoral diversity; and

e Logistical and effective participation factors.

The workshop generated actionable outputs on shared barriers across sectors, including limited access
to long-term and concessional financing, misalignment between regulatory frameworks and investment
timelines, insufficient enabling infrastructure, and the absence of stable market signals for low-carbon
products. These findings directly informed the definition of the relevant s-TIP components, the focus on
technical assistance, and the need for flexibility in financial and implementation approaches.

Instance 2: Joint Mission — Private sector dialogue (March 24, 2026)

As part of the Joint Mission, a dialogue workshop with private sector representatives and other
stakeholders was convened to share progress and validate an advanced version of the s-TIP. This space
was designed to test and refine the core elements of the investment instrument against the experiences,
needs, and perspectives of industrial actors, through progress presentations and a facilitated discussion
session aimed at confirming key assumptions related to sectoral scope, s-TIP components, and proposed
enabling instruments.

The selection of organizations for this instance focused on ensuring a balanced representation of priority
sectors under the s-TIP, while engaging stakeholders with proven experience in the development,
financing, and implementation of industrial decarbonization projects. Continuity with the process
initiated in February was maintained by re-inviting organizations that had participated in earlier stages,
including associations and companies such as ASOLMEX, CANACERO, CANACEM, CEMEX, DEACERO,
ANIQ, and Orbia, to deepen the dialogue and iteratively validate progress made in the design of the
instrument. Discussions during this instance reinforced the importance of keeping a flexible project
pipeline, strengthening the role of technical assistance as a core enabling instrument, and ensuring
transparency in the choosing of indicators, financing structures, and implementation timelines.

Instance 3 : Joint Mission — GESI/JT dialogue (March 24, 2026)

This instance complemented the technical consultation by incorporating a focus on differentiated social
impacts and the conditions required for an inclusive industrial transition. The objective of the Gender
Equality, Social Inclusion, and Just Transition (GESI/JT) workshop was to identify risks, opportunities,
and enabling conditions to support an industrial transition that is gender-responsive, socially inclusive,
and just, and to generate inputs to inform the design, implementation, and monitoring of the s-TIP.

Discussions were structured around three thematic pillars:

e Gender equality: barriers and opportunities for women’s participation in transitioning industrial
sectors; access to jobs and finance; and gender-responsive labor policies.

e Social inclusion: conditions for the effective participation of vulnerable groups (e.g., Indigenous
and Afro-Mexican communities, persons with disabilities, youth, and populations living in poverty),
as well as social safeguards to address territorial impacts.

e Just transition: workforce training and reskilling needs, social protection measures, social
dialogue, fair distribution of benefits and costs, and actions to prevent regressive impacts on
workers and local economies.
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The stakeholder mapping for the GESI/JT dialogue was developed through desk-based research,
technical recommendations, review of specialized sources, and the team’s expert knowledge, and was
shared for validation with the Ministry of Finance (SHCP) and the Multilateral Development Banks.

Main identification criteria prioritized: (i) experience or influence in one or more of the GESI/JT thematic
pillars; (i) the ability to provide relevant inputs to the design, implementation, and monitoring of the s-TIP;
and (iii) institutional and sectoral diversity, including civil society organizations, academia, the private
sector, the public sector, international cooperation actors, and grassroots collectives.

As a result, a final list of key stakeholders, organized by pillar and stakeholder group, was consolidated
and used as the basis for outreach and invitations. The dialogue featured participation from key
organizations, including GIZ Mexico, UNDP Mexico, UNICEF Mexico, and the Mexican-German Chamber
of Commerce and Industry (CAMEXA), among others, whose contributions strengthened the discussion
and informed the development of the s-TIP.

During the discussions, participants emphasized the need for clear mechanisms for workforce transition,
including reskilling and reintegration pathways, the integration of gender-responsive labor conditions, and
the development of indicators that go beyond quantitative participation metrics to capture actual changes
in access, leadership, and decision-making.

Conclusions

The stakeholder mapping and engagement process has represented a key governance milestone,
establishing a solid foundation for informed, representative, and credible participation. The applied
methodology reduced the risk of excluding relevant actors, strengthened the legitimacy of the s-TIP
design, and enabled integration of both technical feasibility and social sustainability considerations.
Insights from the February private sector workshop and the March Joint Mission directly shaped the
review of the s-TIP structure, specifically, the definition of technical assistance asks, the need for flexible
financial instruments, and the integration of GESI/JT considerations as a design principle.

As a final step, following completion of the complete s-TIP draft, a public consultation process led by
SHCP was conducted to broaden input and validate the final Investment Plan. Inputs from this process
reinforced the relevance, feasibility, and national alignment of the s-TIP. In total, 93 comments from
private sector companies and associations, academia, international cooperation institutions and public
sector were received and addressed.
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