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Update on 2025 Operational Budget

PURPOSE AND ACTION REQUIRED

Members of the Assembly/Council are invited to:

Take note of the update on GGGI’s 2025 [ Provide feedback

Operational Budget

[J Endorse [J Other (please specify)
CONTEXT/BACKGROUND

The 2025 GGGI Operating Budget (OB) is based on the 2025/26 Work Program & Budget (WPB)
approved by the GGGI Council on October 17, 2024 [C/2024/DC/6] subject to management’s best
estimate of available resources. The approved WPB sets out two budget scenarios; The Base Scenario
(USD 281.4 million); and the Plus Scenario (USD 389.1 million). The 2025 OB was developed through
a combined bottom-up and top-down process. Country offices and units provided estimates of likely
earmarked funding, while management refined these figures to distinguish between the more realistic
Base Scenario and the aspirational Plus Scenario.

SUMMARY

e The 2025 Base Budget projects income and expenditures of USD 121.5 million, reflecting a 12%
increase in revenue and a 15% increase in expenditure compared to 2024 actuals.

e As of August 31, 2025, expenditures stood at USD 79.6 million (98% of phased budget), with a
full-year projection of USD 121.3 million, resulting in a small projected operating surplus of USD
0.5 million.

e Core contributions remain stable, with increases from Korea and Denmark partially offset by
exchange rate impacts. Program earmarked funding is on track, with expenditures closely aligned to
budgeted levels, and project earmarked funding is estimated at USD 83 million, slightly above
budget.

e Reserve levels are projected at USD 27.2 million, equivalent to 82 reserve days, which is below the
benchmark of 90180 days.

e Liquidity remains strong with USD 110.5 million in cash as of August 31, 2025, providing 332
liquidity days against the benchmark of 120—180 days.

e The value of unspent earmarked project contracts stands at USD 240 million, equivalent to
approximately three years of project expenditures, ensuring stable funding into 2028.

Overall, GGGI’s financial position remains sound, with projected 2025 revenue and expenditure
growth in line with expectations and a small surplus reinforcing the institution’s financial resilience.



https://gggi.org/wp-content/uploads/2025/04/C2024DC6-Decision-on-the-Work-Program-and-Budget-2025-2026.pdf
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Update on 2025 GGGI Operational Budget

Preparation of 2025 Operational Budget

L.

The 2025 GGGI Operating Budget (OB) is based on the 2025/26 Work Program & Budget (WPB)
approved by the GGGI Council on October 17, 2024 subject to management’s best estimate of available
resources. The approved WPB sets out two budget scenarios; The Base Scenario; and the Plus Scenario.
The budget under each scenario is set out in table 1 below:

Table 1: Summary of WPB 2025-2026 Budget by Scenarios
USD million

Scenario Core Earmarked . Total
Program Project

Base Scenario 62.8 33.7 184.9 281.4
Plus Scenario 62.8 48.2 278.1 389.1

It is important to note that, based on prior year experience, some of the earmarked project funding
included in the WPB estimated revenue streams but not yet signed will either come on stream later than
anticipated or may not materialize. At this stage, it is not possible to know which projects or which
countries that is likely to be. Thus, the actual detailed operating budgets developed for 2025 and to
be developed for 2026 will likely be less than the overall total envelope approved by the Council.
The Council decision establishes a de facto upper boundary for each country’s budget rather
than a budget guarantee. The operational budgets for individual countries and units will be in line
with the approved envelope with some country budgets being less because as noted above either the
projected earmarked funding is delayed or has not been approved.

The detailed budget process during the months of November and December 2024 was again a mixture
of a bottom up and top-down approach where country offices were asked to submit their best estimate
of likely earmarked (both program and project) funding for 2025.

Summary Budget

4.

In line with the approved WPB, GGGI Management approved a two-budget scenario: Base Budget
and Plus Budget. The Base budget is GGGI’s most realistic scenario with the best estimation of
funding and expenditures for 2025. The Plus Scenario sets an aspirational target for growth. Core
funding and program earmarked funding remains the same under both scenarios. The project
earmarked budgets are based on input from individual countries and their best estimate of highly likely
funding. While all the individual country estimates have been included in the plus scenario,
management is aware that not all of these project proposals will be approved by donors. Thus,
management has reduced project earmarked (in the Base Budget) to what they consider are realistic
amounts.

Base Budget

5.

For the base budget, the estimate of likely 2025 income is USD 121.5 million (2024 actual: USD 108.4
million), with expenditures of USD 121.5 million (2024 actual: USD 105.6 million). Thus, a
breakeven budget is presented. Budgeted revenue of USD 121.5 million represents an increase of USD
13.1 million or 12% over actual 2024 revenue.
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6. Budgeted expenditure of USD 121.5 million is an increase of USD 15.9 million or 15% over actual

2024 expenditures of USD 105.6 million. Expenditure comprise core funded expenditures of USD
30 million; program earmarked expenditures of USD 10.3 million which is an increase of USD 1.3
million or 14% over 2024 actual of USD 9 million; and project earmarked expenditures of USD 81.2
million which is an increase of USD 2.1 million or 3% over actual 2024 of USD 79.1 million. Please
note that while the absolute amount of project earmarked funding continues to increase the percentage
increase year on year decreases which is in line with expectations.

Table 2: DRAFT 2025 BASE GGGI Operational Budget
Unit: USD Thousand

Core/Other Earmarked Total
Budget Program Project Budget
Core contribution 19,100 10, 285 81,203 110,588
O/H recovery 9,550 9,550
Investment Income 1,400 1,400
Total income 30,050 10,285 81,203 121,538
Expenditures 30,050 10,285 81,203 121,538
Surplus(deficit) - - -

The Base Budget is based entirely on signed earmarked contracts. We have not assumed any funding
from projects with a high probability of approval. Countries have also submitted a Plus Scenario Budget
which includes high probability earmarked projects coming on stream in 2025. The Plus Scenario
budget is set out in table 3.

Table 3: DRAFT 2025 PLUS SCENARIO GGGI Operational Budget

USD thousand
Core/Other Earmarked Total
Budget Program Project Budget
Core contribution 19,100 10, 285 116,005 145,390
O/H recovery 9, 550 9,550
Investment Income 1,400 1,400
Total income 30,050 10,285 116,005 156,340
Expenditures 30,050 10,285 116,005 156,340
Surplus(deficit) - - - -

Actual Expenditures to August 31, 2025 against Budget

8. Actual expenditures to August 31, 2025 are USD 79.6 million against an eight-month budget of USD
81.2 million which represents an 98% spending rate against budget. Expenditures comprise:
e Core of USD 15.4 million against an eight-month budget of USD 19.8 million (78% spend);
e Program earmarked USD 6.6 million (97% spend) against an eight-month budget of USD 6.8

million.

e Project earmarked of USD 57.6 million against an eight-month phrased budget of USD 54.6

million (105% spend).

9. We would expect core expenditures to move back into line with the budget for the remainder of the

year. Program earmarked are running in line with budget. Project earmarked spending is ahead of the
base budget but below plus scenario. This is largely due to an increase in outsourcing expenditure in
the past few months. We would expect this trend to continue and is a similar pattern to prior years.
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Table 4: Actual expenditure to August 31 against eight-month budget

USD thousand
Program Project
LU Earmarked Earmarked Total
Budget | Actual | Budget | Actual Budget | Actual | Budget  Actual
Expenditures 19.8 15.4 6.8 6.6 54.6 57.6 81.2 79.6

2025 FULL YEAR PROJECTION

10. The projection is based on actual expenditures to August 31 and estimated revenues and expenditures
for the remainder of the year.

Table 5: 2025 GGGI Operational Budget vs. Full Year Projection

USD thousand
Program Project
EOTHEIET? earmarked Earmarked Total
Budget |Estimate  Budget |Estimate| Budget |Estimate | Budget  Estimate
Total income 30,050 | 28,790 | 10,285 | 10,000 | 81,203 | 83,000 | 121,538 | 121,790

Expenditures 30,050 | 28,290 | 10,285 | 10,000 | &1,203 | 83,000 | 121,538 | 121,290

Total
surplus/(deficit)

0 500 - - - 500

11. Projected income for 2025 is USD 121.8 million with projected expenditures of USD 121.3 million
which would enable GGGI to record a small operating surplus of USD 0.5 million.

12. Full year income of USD 121.8 million would represent an increase of USD 13.4 million or 12% over
2024 actual of USD 108.4 million and represent 100% of the base budget of USD 121.5 million.

13. Full year expenditures of USD 121.3 million would represent an increase of USD 15.7 million or 15%
over 2024 actual expenditures of USD 105.6 million and represent 100% of the base budget of USD
121.3 million.

2025 Income

14. Total revenue is budgeted at USD 121.5 million for 2025 and the current estimate is USD 121.8 million
(2024: USD 108.4 million). This represents a small increase of USD 0.3 million against budget but an
increase of USD 13.4 million or 12% over actual 2024 revenues of USD 108.4 million. Funding by

category is broken down in table 6.

Table 6: Total 2025 budgeted revenue by category against August 31 estimate

USD thousand
2025 Revenue
Budget April Increase/ % increase/
Estimate (decrease) (decrease)

Core 19,100 18,290 (810) (4%)
Earmarked - program 10,285 10,000 (285) (3%)
Earmarked - project 81,203 83,000 1,797 2%

Overhead recovery 9,550 9,200 (350) (4%)
Investment Income 1,400 1,300 (100) (7%)
Total 121,538 121,790 252 2%

4
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Core Funding

15. The estimate of core contributions including overhead recoveries and investment income for 2025 is
set out in table 7.

Table 7: 2025 Budgeted Core Funding compared to August 31 estimate

USD thousand
Note Budget April Estimate
Korea 1 13,500 12,700
Denmark il 2,800 2,840
Norway 1ii 800 750
UAE iv 2,000 2,000
Overhead recovery \ 9,550 9,200
Investment income vi 1,400 1,300
Total 29,950 28,790

Note
i.

vi.

The annual core contribution from Korea for 2025 was originally budgeted at USD 13.5 million. This is an increase from
USD 12 million in 2023 and the USD 10 million level of prior years. However, due to the deterioration of the Korean
Won exchange rate to the USS the current estimate of 2025 Korean funding is reduced to USD 12.7 million. The 2025
funding agreement between the Government of Korea and GGGI was signed on September 22, 2025.

GGGl signed a three-year contribution agreement with the Government of Denmark on 8 November 2023 for an annual
core contribution of Dkr 20 million for the years 2023-2025. The 2025 contribution amounting to USD 2.84 million has
been received.

We were informed by Norway in late 2023 that the Norwegian total reduces to NKR 8.0 million for 2024 and subsequent
years. This equates to USD 0.75 million at current exchange rates. The 2024 contribution USD 0.75 million was received
in early 2025 and will be recorded together with the 2025 contribution as 2025 income.

The UAE core funding of USD 2 million for 2025 was announced in a joint Statement between the Republic of Korea and
the United Arab Emirates on the occasion of the State Visit of HH Sheikh Mohamed Bin Zayed Al Nahyan, President of
the UAE, to the Republic of Korea (May 2024). The statement read “The UAE announced a contribution of 2 million
dollars annually for two years, starting in 2024, towards the GGGI's "core fund," and the Republic of Korea greatly
valued the UAE’s commitment.” The MENA Regional Office are currently following up with UAE regarding the payment
of the 2025 core contribution.

As earmarked funding continues to increase, we are forecasting an increase in overhead recoveries to USD 9.2 million,
an increase of USD 1.0 million over 2024 actual of USD 8.2 million.

Investment income should be in the region of USD 1.3 million in line with current cash holdings and interest rates.

Program Earmarked Funding

16. The program earmarked budget of USD 10.3 million is based on funding from the GGGI/Korea Trust
Fund (USD 3.2 million); Qatar country program (USD 2.5 million); UAE country program (USD 1.5
million) Luxembourg SIDS Climate Action (USD 1.3 million) & Climate Finance (USD 1.2 million)
and New Zealand (USD 0.6 million).

17. Actual expenditures to 31 August are USD 6.6 million which is 97%, against an eight-month budget of
USD 6.8 million. There is underspending on some of the KGND funded projects. No major concerns
with the UAE and Qatar country programs, the Luxembourg funded SIDS program or the Sustainable
Finance project, and the NZ funded projects in the Pacific region. We would expect expenditure in the
KGND funded projects to increase and move back in line with budget by the year end.
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Project Earmarked Funding

18. Project earmarked funding for the base scenario is currently estimated at USD 83 million for the full
year which is an increase of USD 1.8 million or 2% over 2025 budgeted earmarked funding of USD
79.9 million. Actual project earmarked expenditures are USD 57.6 million against an eight-month
phrased budget of USD 54.6 million (105% spent). There are no major concerns regarding project
earmarked expenditures for 2025.

19. Chart 1 shows the continuing evolution of both program and project earmarked funding for the base
scenario. You will note from the charts that firstly the total volume of project earmarked funding is

beginning to plateau after many years of high growth. This is as expected.

Chart 1: Evolution of Earmarked Funding

Unit: USD million

100

2018 2019 2020 2021 2022 2023 2024 2025
I Project Earmarked s Program Earmarked
--------- Linear (Project Earmarked)  --------- Linear (Program Earmarked)

Overhead recovery

20. Overhead recovery is estimated at USD 9.0 million. This is an increase of USD 1.0 million or 12% and
in line with the increase in earmarked funding and the phasing out of the preferential overhead rate of
7% for core donors on their earmarked funding.

Investment Income

21. The underlying philosophy behind the investment of GGGI’s working capital is that investment
decisions shall always prioritize preservation of capital ahead of optimizing investment returns.
Investment returns are budgeted at USD 1.3 million in 2025 based on higher rates levels and current
projected cash balances.

Expenditures

22. Total expenditure is budgeted in 2025 at USD 121.5 million. Actual expenditures to 31 August against
budget are set out in table 8. They amount to USD 79.6 million or 66% of budget. On a straight line
basis, we would have expected actual expenditures to the end of Augst against the annual budget to be
66% so they are exactly in line with budget.
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Table 8: Actual expenditures against annual budget at August 31, 2025
A and B units: USD million
Core Earmarked Total
(1) o (1)
B A 2 B A & B A &
spent spent spent

Staff 18.5 9.1 49% 422 | 28.1 66% 60.7 37.2 61%

Operational 11.5 6.3 55% 493 | 36.1 73% 60.8 42.4 70%

Total 30.0 | 154 51% 91.5| 64.2 70% 121.5 79.6 66%

23. Of note is that staff costs are a little behind budget while operational costs (outsourcing) are ahead of
budget. The primary reason is that there has been a real effort to initiate procurement at an earlier stage
in the year compared to prior years.

Chart 2: % Expenditures by Funding Type
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24. Combined core and program earmarked expenditures are projected to be 33% of total expenditures.
Management has a target of between 30—40% of expenditures to be funded through a combination of
core and program earmarked resources. Core funding in absolute terms has remained in line with 2024
funding but the overall percentage decreases as total annual expenditures increase and is the
denominator used in the calculation.

Financial Ratio’s
Projected GGGI reserves at December 31, 2025

25. Total projected reserves at the end of 2025 comprise USD 27.2 million as set out in table 9:
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Table 9: GGGI Projected Reserves at December 31, 2025

USD Thousand
Working Retained
Capital Surplus Total
Balance at January 1, 2025 25,000 1,729 26,729
2025 Operating Surplus - 500 500
Projected Balance at December 31, 2025 25,000 2,229 27,229

Reserve Days

26.

27.

Reserve days is a financial ratio used by many organizations operating in the not-for-profit sector. It is
a measure of the amount of reserves expressed in days of expenditure. It is calculated by dividing the
total amount of reserves by annual expenditure and multiplying by 365. It is an indication of an
organization’s ability to deal with short terms financial shocks, or absorb longer-term revenue
reductions, or support organizational growth as well as providing working capital. While it is clear that
reserves are required for an organization to finance its operations, there is no universal standard as to
what the required level should be. A commonly used reserve day goal is 3—6 months of expenses i.e.
90-180 days of operating expenditures.

GGGI’s projected reserve days at the December 31, 2025 are 82 days (2024: 92 days) against the
benchmark of 90—180 days. This is below the recommended benchmark and demonstrates the need for
GGGI to continue to record operating surpluses to build reserves as the organization continues to grow.
However, we do envisage in the current financial climate that growth will slow considerably in the
coming years and GGGI’s reserve days will begin to climb back to the benchmark range.

Cash on hand

28.

GGGI had a total of USD 110.5 million in cash on August 31, 2025 (December 31, 2024: USD
112.5million). This equates to a liquidity ratio of 332 days against the benchmark of 120—180 days. A
strong cash balance is very positive for GGGI and demonstrates strong cash management. It means that
for the most part GGGl is billing and receiving funds from contributors in advance of the start of project
implementation and not pre-financing activities.

Value of unspent EM contract book

29.

This is a new indicator introduced by management in 2023. It is calculated by taking the total contract
value of the current signed earmarked project under implementation minus cumulative expenditures to
the reporting date. On the August 31, 2025 the total value of unspent contracts is USD 240 million.
This represents 3 years of earmarked expenditure and ensures that GGGI’s funding is stable at current
expenditure levels into 2028.

Conclusion

30.

Management is confident that GGGI will again see growth in both revenue and expenditure for 2025
and is in line to record a small operating surplus of USD 0.5 million. The continuing strong financial
position, at 31 August 2025, both in terms of reserve days, liquidity and value of unspent earmarked
contracts, should enable GGGI to weather any potential negative financial scenarios which might
emerge due to the very changed external funding environment.

/End/



