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only includes selected bond issues

IFFIm Timeline

GAVI launched as an initiative of the Bill
and Melinda Gates Foundation at the
World Economic Forum in Davos.

HM Treasury and investment banks
such as Goldman Sachs begin to
explore the IFF idea.

HMT publishes a paper propesing a
$400bn IFF to disburse around $40bn
per year for 10 years to address the

Pamphlet on IFF published on HMT
website.

The idea of collaboration between IFF
and GAVI was first proposed at the
World Health Assembly. Goldman
Sachs was asked to adapt the structure.

Eurostat agreement in place regarding
government borrowing arrangements.

EC European Banking Committee
agree in principle to include IFFIm in the
EU Directive’s list of MDBs

GAVI increases focus on health
systems strengthening support

A second issuance of bonds in Japan.
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2009

IFF idea first mentioned in the Federal
Reserve Bank of New York speech.

International Development Committee
asks the World Bank to carry out an
analysis on innovative financing
mechanisms resulting in a report
supportive of IFFIm.

i

IFFim first formally proposed as a
financial mechanism for GAVI at the
Gleneagles G8 Summit

World Bank engaged as IFFIm Treasury
Manager- responsible for fund
management, liquidity and other
treasurv operations.

<::“ 'AAA’ credit rating awarded to IFFIm

< # IFFIm issues its inaugural bond

The GAVI Alliance and GAVI Fund
Board are merged
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Evaluation of the International Finance Facility for Immunisation
(IFFIm) ANNEXES

Is IFFIm funding used to “buy the right things” (an d will it help GAVI to

continue to do so in the long term?)  Key questions here relate to whether IFFIm
has enabled GAVI to scale up access to immunisation. Have such investments been
equitable and cost effective in comparison to other potential (health) investments?
Are IFFIm funds being used to promote access to the most equitable and efficient
forms of immunisation?). Is IFFIm funding part of a sound long term strategy to scale
up access to immunisation or has it allowed GAVI to operate too far beyond its
means? What would have happened without IFFIm (given that some support for
IFFIm might otherwise been used as core support for GAVI)?

Is IFFIm funding being used to “buy things better”? Have GAVI's “market
shaping" objectives been achieved? Has IFFIm funding been associated with a
positive market response (i.e. reduced prices/more choice/better quality). To what
extent can any such changes be attributed to GAVI funding? How has this
happened? Has, for example, IFFIm funding been used to reduce vaccine costs
(through encouraging new producers to the market?

Does the IFFIm mechanism represent good value form  oney? Essentially, this
focuses on three broad areas which, in turn, raise a further series of questions (which
are developed further when we set out our approach:

Capital market operations: _ Are funds raised efficiently?  Are costs (set up costs,
operational costs and financing costs) reasonable? Would other, alternative
institutional mechanisms have provided resources at lower cost? Could this have
been foreseen?

Did the Treasury Manager offer value for money? Were fees charged by issuers
reasonable given market conditions at the time and given the amount of time the
agents needed to spend on the deal to get the right price? Was the bond yield
reasonable in relation to comparable issues at the time? Was any premium
warranted?

What alternative approaches might have been adopted at the time? Would they
have achieved better results? Alternative to be explored, as noted above, include:
adopting an alternative route to market using the infrastructure established and
alternative approaches to implementing IFFIm e.g. delegated full responsibility to
the World Bank. Other alternatives to be considered include the individual funders
issuing bonds separately and subsequently pooling funds in IFFIm and (although
an extreme alternative) donors reassigning aid allocations to provide increased
funding for GAVI upfront.

Was the timing and size of bond issues appropriate based on information
available at the time? (Should there have been fewer, larger issues or more
frequent smaller ones?)

Has IFFIm targeted the right markets (i.e. the balance between institutional and
retail investors and the balance between larger, broader placements and smaller

278789 - Evaluation of the International Finance Facility for Immunisation, 15/04/11 5
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more targeted issues, location and currency, choice of investors targeted? What
effects did the range of participating donors have?

Has IFFIm brought in money from additional investors who would not have
otherwise have participated in funding immunisation? (e.g. through analysis of
who bought the bonds versus against who buys World Bank bonds)

To what extent has the financial crisis impacted IFFIm’s capacity to make
resources available at reasonable cost? To what extent have relative yields
changed — what are the long term implications? Has IFFIm responded
appropriately to changing market conditions?

What challenges does IFFIm face in the light of current and possible future market
scenarios in relation to retaining creditworthiness and continued ability to access
funds in a timely manner at reasonable cost?

Has GAVI's Financial Framework or other rules affected IFFIm's ability to conduct
its activities in a cost effective manner?

What are the key risks to the model and what measures are necessary to mitigate
such risks?

Corporate governance: _ Are institutional/governance arrangements consiste nt

with the fulfilment of GAVI's mandate?
Does the IFFIm structure provide adequate checks and balances and adopt good
practice in terms of the standard governance functions:
- auditing
- board and management structure and processes
- corporate responsibility and compliance
- financial transparency and information disclosure
- ownership structure
Is there a clear specification of the Board'’s roles, responsibilities and required
skills?
Do the relevant Boards possess, a mix of appropriate skills, knowledge and
experience in areas such as finance, policy development and executive
leadership? Given their seniority and competing demands for Board members’
time were they able to devote sufficient time to fulfil their obligations?
Are structures, processes and procedures sufficient to prevent conflicts of
interest? How are decisions made, how freely views were expressed and how
were conflicts resolved?
Are Board meetings held, decisions documented and followed up?
Does the Board receive adequate support and have access to necessary
professional advice to fulfil their obligations?
Are strategic planning approaches effective in terms of a clear plan with
performance indicators? Are they regularly reviewed?
Is Board performance adequately monitored?
How effective are communications between IFFIm Board, Treasury Manager and
GAVI Affiliate Fund and GAVI Secretariat?
To what extent have outstanding issues been resolved by existing governance
studies?

278789 - Evaluation of the International Finance Facility for Immunisation, 15/04/11 6
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Audit/Financial Management: Does IFFIm (through its Treasury Manager)
employ sound financial practices in relation to cas h flow, efficient flow of
funds and risk management (given that it receives money in a range of
denominations over different timescales and disburses funds in dollars)
Has GAVI adopted sound liquidity and investment policies?
Have these policies as well as annual limits on programme approvals affected
GAVI's ability to fulfil its mandate. Are any changes to such policies required?
What impact has grant payment conditionality had on performance? Are any
changes needed?
Have bond issues balanced the need to ensure funds are available to support
operational needs in a timely fashion with a wish not to secure funds in advance of
need?
Have reserves been invested appropriately such that they earn an adequate
return yet are sufficiently liquid to meet ongoing funding requirements?
Have IFFIm funds been raised in ways which help ensure funds are made
available to grantees in a timely fashion
Have interest rate and exchange risks been appropriately managed? Could such
risks have been reduced? Which options were considered? Could donor
countries have made funds available in US$? What were the obstacles to issuing
bonds in the same currencies as donations? Do all grants need to be made in
uss$?

278789 - Evaluation of the International Finance Facility for Immunisation, 15/04/11 7



Hypotheses or Proposition(s)
to test

Funding

IFFIm “filled a void’ in terms of
providing aid flows which
bridged the funding gap for
immunisation in a way in
which traditional aid flows
could not have done

Donor funding for IFFIm has
been additional to existing
GAVI core funding

IFFIm was a significant
achievement in terms of
getting multiple donors to
coordinate their aid and focus
it on vaccination

IFFIm has been able to attract
the diversity of funding initially
anticipated

Method (and counterfactual
and benchmark

Interviews (focus on IFFIm
key donors)

Analysis of DAC data on aid
spending

Analysis of IFFIm and GAVI
expenditure data by source
and use

Counterfactual: base case —
IFFIm was not additional

Assessment of GAVI/IFFIm
funding sources

Interviews with key
architects of IFFIm

Document review

Sound Allocation of Resources and Health Impact

IFFIm funds have been
allocated in line with GAVI's
mandate, on cost effective
interventions which have, or

278789 - Evaluation of the International Finance Facility for Immunisation

Interviews

Literature on cost
effectiveness of IFFIm
supported interventions

Key Questions

- In making resource allocation decisions do senior policy makers consider ongoing binding
commitments to repay bond holders into account. In other words was the aid directed at IFFIm
additional aid or did it come out of future aid budgets

- Does your contribution to IFFIm come from the same budget as your core contribution to GAVI/other
development expenditure?

- Was the funding raised via IFFIm additional to what you would have had available to spend for aid /
for health /for immunisation?

- Setting aside the technical difficulties which prevent you investing in IFFIm would you do so if you
could? (e.g. Gates/US)

- Does IFFIm add to GAVI's strength or is it an unwarranted distraction (Gates and US)?
- What is your current view on committing to future dated aid flows?

What actions would have been needed for donors to reallocate existing funds and provided the
additional amounts provided up front? Was this realistic?

- How predictable/reliable is IFFIm funding? How legally enforceable are the aid commitments to IFFIm
and what would be the legal process to enforce a default

- Was the option for individual donors raising money separately and pooling it a viable option?
- Would it have raised significant resources?

- What were the initial expectations in terms of funding partners (donors esp. DFID and the French)

- For those who didn’t contribute — the biggest disappointments (Japan and Germany?) — what were
your objections? Was it the overall concept/model or the proposed use of funds? Having seen it from
the outside — what are your views now?

- To what extent has lack of diversity been an issue? (effect of DFID dominance on AAA rating —
addressed particularly to IFFIm Board and DFID?)

- Did IFFIm provide aid which was used solely on immunisation/in line with GAVI's mandate?

- To what extent are IFFIm funds seen as different (higher risk/more expensive) and therefore requiring
greater returns?

- Has there been any friction or divergence of views relating to how/where money should be spent?

21/02/11 8
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Questions Related to Key Hypotheses
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are likely to, deliver
substantial health impact

Counterfactual: funds would
have been held by the
Treasury Manager — funds
could have been used for
other purposes

- Have IFFIm funds been invested in an allocative and technically efficient manner. (i.e. was the
balance between programmes right/were programmes delivered efficiently?

Vaccine Market Impact

IFFIm funds have provided
GAVI to the critical funding
mass needed to attract new
vaccine producers, resulting in
increased supply security and
reduced pricing.

Industry and UNICEF
interviews

Document review
Theoretical modellingl

Counterfactual: Without
IFFIm funding, speed at
which new producers
entered the market would
have been slower.

- What effect did the aggregate level of financing provided by IFFIm have on industry production
decisions? What is the minimum efficient scale a producer needs to start producing the pentavalent
vaccine at economic levels?

lllustrative questions: (BMGF): Can you share preliminary findings of the work commissioned on
vaccine cost structures? Can we discuss the work specifically related to pentavalent? (Industry): can
we discuss how the prospects for entering the pentavalent market looked to you over time? What sort
of conditions would need to be present for you to enter a market such as pentavalent? Has UNICEF'’s
procurement and contracting strategy changed over time with pentavalant? What other options for
procurement/contracting could have been considered and what effect do you think each would have?

IFFIm funding has allowed
GAVI to “make good” on the
AMC commitment and can
claim some credit for the
AMC’s market impact on the
pneumococcal vaccine.

(note also catalytic effect)

GAVI, UNICEF supplier
interviews, document review

Counterfactual: Money
would have come from
elsewhere but would not
have been as predictable

Is it correct that IFFIm money is being used to purchase the pneumococcal vaccine candidate, whose
TPP was defined by the AMC Independent Advisory Committee? How did it evolve that IFFIm money
would be used to purchase this vaccine rather than the money donors pledged in legally binding
commitments as part of the AMC?

What would have happened to the AMC if the IFFIm money would not have been available?
What is the evidence that the AMC offers value for money?

The nature of IFFIm funding
(predictable, frontloaded
finance) has enabled UNICEF

UNICEF, supplier, and GAVI
interviews, document review

What were the original expectations in terms of market impact? Were they realistic?
(UNICEF and Pentavalent Procurement Reference Group) Did the intervals at which finance is received

! using assumptions about minimum efficient scale, number of producers and demand/finance levels to determine the likely “tipping point” at which new producers would enter

the pentavalent market.

278789 - Evaluation of the International Finance Facility for Inmunisation, 15/04/11 9
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Questions Related to Key Hypotheses

to work in new ways with
industry e.g. new methods of
procurement management
and/or contracting such as
change in duration or degree

of volume commitments IFFIm, i.e. status quo.

This has resulted in
guantifiable benefits (e.g.
supply security or price
reduction)

Counterfactual: The options
available to UNICEF for
contracting remained the
same as they had been pre-

HLSP

from GAVI and change over time? Did the nature (e.g. duration) of the contract with GAVI change over
time?

Which contracting options a) has UNICEF used b) available to UNICEF but not used c) not possible for
UNICEF due to some constraint. How has the presence of IFFIm finance changed any of the above?

What were the various market shaping interventions considered during the past few years for having
optimal impact on vaccine markets? In retrospect, what are some other ways you could have
approached this market (i.e. counterfactuals).

Broader developmental impact of IFFIm (and GAVI with support of IFFIm)

GAVI has been catalytic in Interviews
terms of influencing the

actions of other stakeholders

in international health (for the

better)

- What do you understand by “catalytic’? How is GAVI catalytic?

- Would there be an airline tax without IFFIm and vice versa? (specifically addressed to the DFID the
and French)

- Has IFFIm given GAVI the critical mass to help push forward the aid effectiveness agenda (e.g. in
relation to the Joint Funding Platform)

- What does being a contributor to IFFIm mean to you? (South Africa) and vice versa (to GAVI)? Why
did you invest in IFFIm? Have your expectations been fulfilled?

Choice of Model (and its future relevance)

Under the circumstances, Interview
IFFIm was the only workable

model available .
Review of documents

The complex IFFIm structure
is a product of the
negotiation/compromise
necessary to get all sides to
commit and works well

- Why was the current structure (GAVI, GFA and IFFIm) chosen; was there any legal requirement to
have separate entities

- To what extent did the Eurostat ruling “impose” the existing structure on IFFIm? Or was there scope
for negotiation?

- What alternative approaches might have been adopted?
- Where they fully considered before rejection?

- Would they have worked?

- Could they have achieved better results?

- What were there workable alternatives to the World Bank as Treasury Manager and how workable
would they have been?

- What would have happened if the World Bank had not agreed to act as TM?
- What additional costs did this arrangement bring?
- What are the future options?

278789 - Evaluation of the International Finance Facility for Inmunisation, 15/04/11 10
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Questions Related to Key Hypotheses
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IFFIm could be replicated in
its current form for a different
purpose e.g. broader
development

Interviews (especially with
Eurostat)

To what extent is off budget financing still a concern for donors?
Would IFFIm, as it stands, now receive a positive Eurostat ruling?
What are the key challenges it would face?

The outsourced model is
sound. An open and
transparent process was used
to contract the Treasury
Manager. Its subsequent
performance has been good.

Review of what the World
Bank has charged in fees

Compare the World Bank’s
investment performance to
their LIBID benchmark

- Was there any alternative to using the World Bank as the Treasury Manager

- Did the Treasury Manager offer value for money

- Were the contractual arrangements managed efficiently

- were they on an arm’s length basis

- did these arrangements evolve over time to respond to the needs of key stakeholders?

Without the World Bank taking
on the Treasury Management
role in the way it did IFFIm
could not have achieved what
it did and may not even have
been possible at all

Interview

What would have happened
if IFFIm’s funds had been
invested in longer
dated/higher risk assets

Counterfactual: direct
negotiation with EIB/slower
implementation?

- To what extent are the Treasury Manager’s services to IFFIm subsidised; are any such subsidies
quantified and monitored over time?

Is this arrangement sustainable? Knowing what you know now would you have entered into the same
agreements? How would you have changed it (to IFFIm and Treasury Manager)?

- Would the TM provide the same level of support in the future or to a different vehicle

- Has the World Bank’s recommended treasury management policy been effective in preventing losses
and maximising gains?

- is the IFFIm operational model scaleable?
- is the IFFIm financing base (e.g. Uridashi) scaleable?

- Has IFFIm targeted the right markets i.e. the balance between institutional and retail investors and the
balance between larger, broader placements and smaller more targeted issues, location and currency,
choice of investors targeted?

The IFFIm Governance
framework was based largely
on a UK legal and institutional
framework which has
limitations

Interview with Linklaters/
Crown Agents

Review of foundation
agreement documents etc

- What was the rationale for IFFIm being incorporated as a UK charity?
- Why was IFFIm both incorporated as a company and registered as a charity?

- Do the articles and other foundation documents provide an internationally acceptable Governance
framework for IFFIm? - - What other options were considered at the time?

Fit between IFF concept and GAVI — ability of GAVI to benefit fully from IFFIm

Immunisation is an ideal
testing ground for the IFFIm

Interviews
Literature Review

- What is the “fit” between IFFIm and immunisation?
- Which characteristics of immunisation lend themselves to IFFIm?

278789 - Evaluation of the International Finance Facility for Inmunisation, 15/04/11 11
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Questions Related to Key Hypotheses

concept. Other uses are
possible but are less well
suited

HLSP

- Are there more suitable uses?

IFFIm is “overpowered” for Interviews
issues such as immunisation
(and probably for other

purposes Assessment of initial

- Did GAVI make full use of the available frontloading capacity? Did GAVI really need so much up front

funding?
- Was it spending money for the sake of it?

modelling - Did the investments made offer good value for money?
) - Were they within GAVI's mandate?
GAVI did not make full use of . ”
the IFFIm model - Does it matter
- Should GAVI have been allowed to stockpile $?
GAVI made too little use of
the potential benefits from
predictability.(see vaccine
market section)
Operation of the IFFIm model
Governance arrangements Interviews - Did the arrangements work well? (covered in detail elsewhere)

appear complex but work
effectively.

This is down largely to the
personalities involved -GAVI
is vulnerable to the turnover of
Board members.

- What are the costs of the model?
- To what extent was the choice of model dictated by the Eurostat ruling?
- Are succession plans for Board members in place?

GFA provides effective Interviews : GAVI Legal
oversight of IFFIm but other Counsel, World Bank legal
approaches might be staff

possible.

Linklaters
Combining the IFFIM/GFA
Boards could improve
efficiency

- Why was a separate IFFIm Board required? Has there been any consideration of options for
streamlining structures?

- What obstacles exist to integrating GFA & IFFIm?
- How were potential risks of communication and fragmentation addressed?

Interview Chair of IFFIm
and Finance Director of
GAVI Secretariat

Accountability of IFFIm Board
could be clearer

- How do funding agencies hold IFFIm accountable for carrying out its functions and for the costs of
Treasury management by the Bank?

- Are there any performance indicators?

278789 - Evaluation of the International Finance Facility for Inmunisation, 15/04/11 12
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HLSP

Questions Related to Key Hypotheses

Review of GAVI Board
discussions of IFFIm

Donor interviews and reports
on IFFIm

- How do they satisfy themselves that resource mobilization and disbursement targets have been
reached?

- What role does GAVI Board have in assessing IFFIm (e.g. reports by IFFIM Chair to Board))
- What about accountability to the public?

The IFFIm Board has

operated effectively benefiting

from institutional
independence and has relied
on the quality, skills and
personal commitment of
Board members

Interview Chair and Board
members , review
documents and IFFIm Board
minutes

Comparison of GFA and
IFFIm Board arrangements

- Has the IFFIm Board remained truly independent?

- Are the roles and functions clearly defined and understood?

- How well designed are Board terms of reference and procedures and have they been followed?
- How independently has the Board acted?

- How effectively has the Board carried out its role and functions?

- Is the Board have sufficient breadth and depth to fulfil its obligations

- How (effectively) do the Committees work?

- Does the Bank do too much on investment policy and should the Board have its own capacity/more
input? Or should the Bank have greater freedom to make decisions in relation to financial management
and revenue mobilisation?

The linkages between IFFIm
and GFA/GAVI are sound

Review agreements and
interviews with firms and
stakeholders
(GAVI/GFA/IFFIm)

See core documents
including Master definitions;
finance framework
agreement; Deed of
novation amendment etc

- What were the agreements between the various stakeholders designed to achieve?
- Are the agreements well understood and have they been fully operationalised in practice?
- Are there any areas of duplication or overlap or other inefficiencies which need to be addressed?

Trustee reports and financial
statements accord with
requirements but could be
more transparent

Interviews with firms and
with IFFIm Board

- How much discussion takes place prior to the Trustees report and financial statements being
released?

- What key issues and problems have been identified in the reports and what action has been taken?
- Have stakeholders raised any concerns about the coverage/quality of reporting?

278789 - Evaluation of the International Finance Facility for Inmunisation, 15/04/11 13
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Questions Related to Key Hypotheses
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Administration and other Interviews
support provided to IFFIm by

the GAVI Alliance and its

partners are provided in a

transparent manner

- What are the range of functions being carried out on IFFIm’s behalf?

- Is there any formal or contractual arrangement for GAVI Sec staff working in support of IFFIm?
- How many staff and how much resources are involved? What is the cost?

- How is the GAVI Secretariat held accountable for delivery of services to IFFIm?

The high risk nature of Interviews
investing in IFFIm (including

its long term legally binding

nature) meant that donors

introduced greater restrictions

on IFFIm’s operations than

were strictly necessary.

- Was this true?

- Which conditions most affected day to day decisions?

- Given the performance of IFFIm were these conditions necessary?

- Should they be relaxed? Could they be relaxed given external constraints?
- Did they affect IFFIm’s room for manoeuvre/efficiency of operation?

The bond issuing process Interviews and review of any
created positive externalities. evidence for giving

- Did an investment in IFFIm bonds lead to greater awareness of GAVI's mandate and activities? Can
this be measured? - How, if at all did this goodwill translated into any further giving to GAVI/IFFIm?

- What, if anything, needs to be done to make this happen

IFFIm identified the risks it Interviews and review of
was exposed to, had the hedging/investment policy
correct policies in place and

took the correct steps to

minimise those risks

- Did the IFFIm Board have adequate relevant experience to establish the right policy
- in practice, did the policies protect IFFIm from risks?

- were there unforeseen risks which arose — should they have been foreseen — how were they dealt
with?

The bond issuing process was Interviews and review of
conducted professionally by analyses provided by the
relevant experts and took underwriting banks
advantage of all the

advice/information available at

the time Review communications

between board members
concerning the choice of
route to market and bond
underwriters

Compare the cost of the
inaugural bond to what the
cost of issuing a 10/20yr
bond would have been

- Was the process of issuing bonds managed by the right people

- Who handles the bond issuing process: IFFIm board, investment bank or the World Bank. Should the
balance change at all? If so, how?

- How much competition was there to win the underwriting mandate

- Were decisions based on price or quality, Did the prospects of pro bono support have any influence
on such decisions

- Was advice on the best route to market sought other than from GS/World Bank

- Was the advice received from the underwriters challenged / was the advice followed?

- What objectives were communicated to GS/DB by IFFIm

- Was the timing and size of bond issues appropriate based on information available at the time?

- Why was a shorter dated issue chosen over a longer dated issue (matching the income streams) for
the inaugural bond

- Should there have been fewer, larger issues or more frequent smaller ones?
- With the benefit of hindsight, would the bond issuance strategy be different?

278789 - Evaluation of the International Finance Facility for Inmunisation, 15/04/11 14
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Questions Related to Key Hypotheses
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There was (and is) a tension
between the aim of raising
money efficiently using the
capital markets and satisfying
GAVI/IFFIm’s other non-
financial objectives.

IFFIm got this balance about
right

Funds were raised in a cost
effective manner

Interviews, review of the
FFA and expenditure plans

Quantify the likely ‘cost leak’
due to non-financial
objectives

What would the cost of
running IFFIm have been if it
had solely the aim of
minimising costs

Interviews and review of
related contracts and
analyses prepared by the
banks

Comparison of spread
between IFFIm and World
Bank, between IFFIm and a
comparable supranational
and between IFFIm and the
weighted average of its
contributors

- What constraints did IFFIm have on how and when to raise money- Was pricing impacted by
GAVI/IFFIm’s mission?

- How did the underwriters go about achieving IFFIm’s objectives?
- Did the multiple objectives cause confusion/tensions?

- Were there conflicts? Did those objectives/constraints conflict with the optimal price, size, maturity
etc? - Was any premium warranted?

- Where trade offs took place/hard decisions were made which objective took precedence? Can you
share some examples?

- What would the issuance strategy have been if IFFIm had been solely focussed on the best
pricing/lowest costs

- Given the constraints, were the bonds sold in the right place, at right time, to the right investors and at
the right price

- Has IFFIm brought in money from new/different investors who would not have otherwise participated
in funding immunisation?

- Was there any ‘feel good’ factor on investors’ part and did it make any difference to the bond spread?
How could this be quantified?

- What effects did the range of participating donors have
- How did the investor base change post-issue i.e. did any ‘new’ investors stay invested in the bonds

- Has the GAVI Alliance’s Financial Framework or other rules affected IFFIm's ability to conduct its
activities in a cost effective manner? - How did the spread compare to those of the underlying donor
countries

- Was there a pre-planned timetable for financing and use of proceeds

- How/why did the actual expenditure differ from what was planned

- Was the financing driven by GAVI programmes or was it the other way round

- How did IFFIm manage/prioritise their different objectives

- was accounting presentation a factor in how bonds were issued

- Could the non-financial objectives have been met another way and was this considered

- How can the non financial benefits (or those where the financial benefit is extremely indirect) be
guantified

The IFFIm model is robust
(having survived the financial

Interviews, review of pricing
analysis provided by

- To what extent has the financial crisis impacted IFFIm’s capacity to make resources available at
reasonable cost
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Questions Related to Key Hypotheses

crisis intact) underwriting banks - Were there any times when IFFIm wanted/needed to raise money but was unable to
- Have market conditions/access to finance ever prevented IFFIm from funding a GAVI programme
Compare IFFIm’s traded - To what extent did the World Bank’s association provide protection for IFFIm during the financial crisis

spread with that of other

AAA entities vs. the World -Has IFFIm responded appropriately to changing market conditions

Bank
- What challenges does IFFIm face in the light of current and possible future market scenarios in
relation to retaining creditworthiness and continued ability to access funds in a timely manner at
reasonable cost?
- What are the key risks (tipping points) to the model and what measures are necessary to mitigate
such risks?
- how do you view the risk surrounding the enforceability of the sovereign contractual commitments?
- how do you view the donor concentration risk / at what percentage of the total would you view the UK
as being too high?
- Have the rating agencies changed their view of the stability of IFFIm and have they changed the way
in which they rate IFFIm?
- How strong is IFFIm within the AAA category and what would cause IFFIm to be downgraded?
- What are the key strengths/weaknesses of IFFIm; have they changed since first rating IFFIm?
IFFIm has benefited from Interviews - Are the services provided to IFFIm subsidised
considerable support from - Do you monitor the value of pro-bono work done for IFFIm
third party service providers in .
the form of subsidised - Is there a cap on the value of pro-bono work you will do for IFFIm
services or pro-bono work - Does the value of pro-bono work done for IFFIm impact the amount of pro-bono work you will do for
other charities
IFFIm was a product of its Interviews - Would Eurostat still take the same view on accounting for donor contributions as it did for the original
time which could not be IFFIm donations?
recreated now due to a - Would Eurostat have allowed the same treatment for directly issued government debit if it also had the
changed regulatory landscape High Level Financing Condition?

- How did Eurostat conclude that HLFC should allow governments to avoid accounting for donations to
IFFIm as debt?

- Has Eurostat approved any other mechanisms for allowing future aid payments not to be treated as
debt?

- what characteristics would a new IFFIm have to have in order to achieve a AAA rating e.g. World
Bank involvement
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Questions Related to Key Hypotheses

HLSP

IFFIm has been used Interviews IFFIm manager,
successfully as a vehicle to External Relations (GAVI
improve awareness about and World Bank), IFFIm
GAVI Board, NGOs

The advocacy and
communication strategy has
targeted the right people

To what extent have communication and advocacy activities enabled IFFIm to meet its goals of raising
predictable, frontloaded finance for immunisation

What were the main objectives of communication and advocacy interventions on behalf of IFFIm?
(What were they designed to achieve?)

a) Raise/maintain awareness among decision makers of the need for a predictable, frontloaded
financing mechanism for immunisation

b) Cultivate advocates and supporters to ensure donor funding/high level support for IFFIm

¢) Build a broader constituency to create the environment in which support for IFFIm can increase
d) Raise awareness among investors of the existence, mechanisms and feasibility of IFFIm

e) Communicate value and impact of IFFIm, both in financial and developmental terms

f) Communicate the availability of investment opportunities

How successful has IFFIm been in achieving its communication and advocacy objectives, and why?

In communication and advocacy terms, what challenges and obstacles had to be overcome at the
outset to build support and build positive perceptions of IFFIm?

Which audiences have been critical for IFFIm in order for it to meet its objectives, and why?

Has IFFIm built the right alliances to achieve its objectives? How might this change/have been
different?

What messages has IFFIm needed to communicate different audience and stakeholder groups?
a) Financial community
b) Donors

c¢) Alliance members.

Has IFFIm got the content and messages towards different audience and stakeholder groups right?
How might this change/have been different

In communication and advocacy terms, what approaches, methods and tactics have worked/not
worked?

Overall, if you were setting up IFFIm again how would communication and advocacy be done
differently?



Annex 3: List of Interviewees

WHO

AGENCY/
GROUP

STATUS

GAVI

Julian Lob Levyt (ex CEO)

Spoke by Phone

Secretariat

Helen Evans (interim CEO) + Dan Thornton

Met in Geneva

Barry Greene (CFO), Tony Dutson, Kees
Klumper, Joe Martin

Met in Geneva

Carol Presern (Special Projects)

Met in Geneva

Nina Schwalbe (Policy and Performance)
Peter Hansen, Abdallah Bchir

Met in Geneva

Debbie Adams + Anthony Brown

Met in Geneva

David Ferreira (Innovative Financing) Paolo
Sison + Quinton Ng + Kimberly Halpin +
Louis Mkanganwi

Met in Washington

Joelle Tanguy, Geoff Adlide, Jeffrey
Rowland, Dan Thomas

Met in Geneva

Alice Albright (ex CFO)

By phone

GAVI Board Gustavo Gonzalez-Canali (France)

By phone

Cristian Baeza + Armin Fidler (World Bank)

Met in Washington

IFFIm/GFA Alan Gillespie

Spoke by phone

Boards Sean Carney

Spoke by phone

John Cummins

Spoke by phone

Didier Cherpital (Paris)

Spoke by phone

Wayne Berson (GFA) (also chair Finance
and Audit Cttee)

Spoke by phone

Dayanath Jayasuriya (IFFIm)

Spoke by phone

Arunma Oteh (IFFIm)

Spoke by phone

Donors DFID (Rachel Turner, Gavin McGillivray,

Met Turner, Sunman

Hillary Sunman, Sally Waples, Abigail Spoke to Waples
e ot s et Vaughan and
ughan. P 9 9 Golland

Met Yapp

France Gustavo Gonzalez-Canali /Clarisse  Spoke to Paolini and
Paolini/ Canali

Italy (Gianturco Leone)

Spoke on phone

Netherlands (Annie Vestjens)

Spoke on phone
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Sweden (Anders Molin, Anders Nordstrom,
Oskar Ekeus)

Spoke on phone

Norway (Paul Fife — also GAVI Board)

Spoke on phone

Marta Gacic Dobo (WHO)

Health Impact

Spoke by phone

Linda Mueller, Bruce Aylward, Oliver
Rosenbro (Polio), (+ Kim Thompson
(Kidrisk)

Spoke by phone

Rosamund Lewis, William Perea Caro (YF),

Spoke by phone/Met

in Geneva

Rownak Khan (MNT)

Spoke by phone

Carole Tevi-Benissan (Meningitis)

Met in Geneva

Peter Strebel (WHO) (measles) Christie
Athalia (American Red Cross

Spoke by phone

Logan Brenzel (World Bank)

Spoke by phone

Tessa Tan Torres (WHO)

Met in Geneva

Neff Walker, Yvonne Tam, Ingrid Friberg
(Johns Hopkins — LiST model)

Spoke by phone

World Bank Susan McAdams

Met in Washington

(Treasury

David Crush (GAVI Finance and Audit
Manager)

Committee)

Met in Washington

Shirmila Ramasamy (IFFIm lawyer),

Met in Washington

George Richardson (capital markets)

Met in Washington

Cliff Frazier, (legal counsel)

Met in Washington

Myles Brennan + team (investment
management)

Met in Washington

Merle Baroudi (gearing ratio model)

Met in Washington

Chris Patch (audit)

Met in Washington

Michael Bennett (rating agencies)

Met in Washington

Heike Reichelt (investor relations)

Met in Washington

Natalia Antsilevich, (analytics/cashflow)

Met in Washington

Olga Popova, Crucell
Yves Leurquin, Crucell
Logan Rae, Crucell
Stephano Malvolti, PATH
Sai Prasad, Bharat
Francisco Blanco, UNICEF
Ann Ottosen, UNICEF
Hans Christiansen, UNICEF
Meredith Shirey, UNICEF
Phlippe Duclos, WHO

Kim Thompson, Kid Risk

Vaccine
Market

Spoke by phone
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Nora Dellepiana, WHO

Roland Sutter, WHO

Sandy Wrobel, Applied Strategies
Daniel Hulls, CEPA

Jacqueline Fournier-Caruana, WHO
Bruce Aylward, WHO

Owen Barder, CGD

Julie Milstien, Independent consultant
Equity analysts (anonymous)

Rob Lin, BMGF

Apoorva Mallya, BMGF

Sebastian Ku, CHAI

M. Neeraj, CHAI

Edward Hoekstra, UNICEF

Patrick Zuber, WHO

Jean-Marion Aitken, DFID and former PRG
Chair 2007-2009 tender

Dr Dhere, Serum Institute India

Dr Dodwakar, Serum Institute India
Dr Sravanthi, Shantha

Yalda Momeni, UNICEF
Ex Chris Egerton-Warburton Met in London

Goldman/GA
VI

Slaughter and Marc Hutchinson Met in London
May

Linklaters Jim Rice Met in London

Reed Smith Boucher Spoke by phone

Eurostat Luca Ascoli Spoke by phone

Ex Office of Martin Kellaway Spoke by phone
National
Statistics UK

Rating Fitch, S&P, Moody Spoke by phone

Agencies Met in New York
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The formal corporate, financial and legal structure for IFFIm is set out in the
Founding documents : Master Definitions Agreement, Finance Framework
Agreement (FFA) , Procedures Memorandum (PM) , Treasury Managers
Agreement and administrative support documents. These provide a legal
agreement setting out the mutual obligations and commitments of the
parties and entities involved.

The intention was to ensure the efficient facilitation of IFFIm financing
transactions (i.e. securitisation of assets) consistent with the resultant debt
achieving the highest credit rating whilst being kept off the public sector
balance sheet of the grantors.

The initial plans envisaged establishing two dedicated transaction vehicles
and defined the obligations and commitments between them and the other
parties as follows:

The International Finance Facility for Immunisation Company
(IFFIm): to be established as a fully independent registered charity
and incorporated as a limited company in the UK. It would be the
securitisation vehicle having a Board of Directors initially appointed
by GAVI and then by the Directors. IFFIm was incorporated in June
2006

Vaccine Fund Affiliate (later became GAVI Fund Affi  liate): to be
established as an independent charitable company in the UK that
would receive donor grant funding commitments or pledges and
would also assign the right to receive the aid payments to IFFIm.
The Board would be independent from the Board of the Vaccine
Fund.

Donors: would enter into binding legal commitments to provide
defined sums of development assistance in support of immunisation.
These pledges would be made to the Vaccine Fund Affiliate and
thereby keep IFFIm independent from the donors.

Treasury Manager : IFFIm would have no staff of its own and it was
envisaged that bond issuance, payments, investment and liquidity
management would all be contracted to a third party. The
arrangement would be set out in a Treasury Management
Agreement with IFFIm setting policy and the TM executing the
services.

In 2008 GAVI centralised its governance within one entity, the GAVI
Alliance, and registered as a Swiss not for profit foundation using the legal
platform of the GAVI foundation. The Governing documents were “novated”
to reflect this development and the Vaccine Fund Affiliate became known as
the GAVI Alliance Fund Affiliate (GFA). The Vaccine Fund also became the
GAVI Fund. The GAVI Alliance received tax exempt status under section
501(c)(3) and 509(a) of the US Internal Revenue code and. GAVI also
became the sole member of IFFIm and GFA.
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The number of entities and transactions makes the structure appear
complex but the underlying decision making process and the primary
relationship between the principals within the Governance structures are
relatively straightforward and can be depicted in simple terms. The figure
shows the core relationships at the heart of the structure. There are four
independent entities plus the various grantor governments all operating
within the Finance Framework Agreement to deliver additional funds to the
GAVI Alliance for immunisation purposes.

GAVI
Donors
GFA
World Bank
IFFIm
GAVI Fund

Finance Framework Agreement

The structure that has been developed for IFFIm emerged as a bespoke
solution designed to achieve the defined purpose whilst simultaneously
meeting a number of essential design features and grantor requirements.
These have been described earlier but the way in which these requirements
determined the design of the structure are set out in more detail below

(i) Frontloading of future aid commitments

In order to front load aid commitments, a ‘clean’ entity from which to issue
bonds is required so that bond investors have clear and exclusive recourse
to the donor pledges. Clearly, GAVI would not have been able to satisfy this
requirement. This meant that the designers needed a separate,
independent entity (IFFIm) to receive the donor grants and raise money
against them in the capital markets

(i) Donor pledges not to be accounted for as debt in the national accounts
This is one of the most complex and difficult requirements of the structure;
both the UK’s Office for National Statistics (ONS) and the European
statistical and accountancy body (Eurostat) needed to be satisfied that the
donations should not be treated as debt i.e. that they be ‘off balance sheet'.
There were two key requirements for both bodies; (i) an element of
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conditionality in the donor pledges and (ii) the entity issuing the bonds to be
independent of the donors.

The first requirement was met through the High Level Financing

Condition (HLFC) whereby future pledges are reduced to the extent that a
defined group of recipient countries are in arrears with the IMF. The second
condition required the donors to have a contractual relationship with an
entity other than IFFIm and since GAVI did not exist as a corporate entity (it
was an alliance not bound by contract); a third entity was needed. That is
why the designers of IFFIm decided that the GAVI Fund Affiliate (GFA) was
needed.

If pledges had been directed to IFFIm they would have been treated as
Government debt as shown in the figure below:

Donors

Long dated Grant Agreementto
front load fundingfor GAVI

GAVI IFFIm

Front Lopded Funds

Grants DONOR BALANCE SHEET

Country
Programmes

GAVI BALANCE SHEET
But donations provided indirectly via a separate entity (the GAVI Fund
Affiliate) did_meet this requirement and moreover would not be treated as
national debt as shown in the figure below
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Donors

Long dated donor pledges

Fundi Assignment
GAVI unaing GFA IFFIm

Front loaded funds

Grants

N

Country
Programmes

ACCOUNTED FOR AND CONSOLIDATED AS GAVI

(iif) GAVI charitable / tax perspective

In the absence of the GFA the only entity within the structure that could, in
theory, have performed the necessary contractual agreement with donors at
the time of the establishment of IFFIm, was the GAVI Fund (GF). This had
been established as the charitable organisation through which GAVI
managed the majority (but not all) of its financial affairs.

It was very important that GF retained its charitable status in the US. If the
GF been the counterpart for the donor grants, this arrangement may not
have met the relevant threshold of “public support” to maintain public charity
status under US tax law (Sections 501(c)(3) and 509(a)). Among other
issues, this relates to the relative percentages of grant amounts from US
and non-US donors.

It was also necessary to structure the GFA as a charity such that it would
not result in any tax leakage for the donor grants either upfront or on their
return from IFFIm. This was a point of great sensitivity for the non-UK
donors.

(iv) Governance concerns; ability of governments to commit to long dated
funding

The donors were extremely concerned about the overall governance, and
took comfort from (a) their presence on The GAVI Fund (GF) board and (b)
the controls put in place in the memorandum and articles of IFFIm. Having
the GFA as not only a separate company, but as a registered charity,
subject to the obligations, laws and guidelines of The Charity Commission
added a further layer of accountability. The regulatory requirements of
GFA/IFFIm’s charitable status were helpful in demonstrating the substance
of the structure to the capital markets when issuing bond. GFA was
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therefore needed to satisfy donors and the markets of adequate controls
and level of governance

(v) Achieve and maintain a AAA rating from the three major rating agencies
The rating agencies were concerned to ensure that the structure (primarily
in the case of IFFIm) was as close as possible to their criteria for an
independent, bankruptcy remote, contractually constrained special purpose
vehicle. This required at least one separate entity independent entity (i.e.
IFFIm was essential) and the FFA could ensure that the functions were
tightly defined and constrained with a demonstrable link to a very safe
institution (i.e. the World Bank).

(vi) Perceived as a supranational entity with perhaps some minor structured
elements

An ‘AAA’ rating is a necessary, but not sufficient, condition to achieve the
lowest cost of funds; the difference between the funding cost for a
supranational issuer and a structured SPV can be 100bp (1%) or more.
(The implications of different structures for borrowing costs is covered in
more detail in section 5 ). A simple, straightforward set of payment flows
and operational procedures was needed to allow investors to focus on the
value of underlying sovereign credits rather than the structuring.

Achieving this was a considerable challenge to overcome with the donors
due to the lack of control it implied for them. A bespoke control environment
was required for the donations and the disbursement of funds so that, once
again, there was a need for an independent IFFIm entity backed by World
Bank treasury management.

It is a significant achievement that most of the tax, accounting, regulatory,
credit rating, legal and market requirements that were required could be
built around these four entities and their relationships with the grantor
donors and the GAVI Fund. The decision to use existing structures already
put in place by GAVI was a significant advantage in that respect.

A fuller version of the current IFFIm structure showing the cash flows,
programme request and approval; and bond issuance process is set out in
the figure below. For ease of exposition, it does not include the deed of
grants from donors. The key decision process involves three stages: first
GAVI uses established procedures to satisfy itself that there is a need for
immunisation and approves a country programme; second the GFA reviews
the request and makes a decision to allocate IFFIm funds to the GAVI
programme; third IFFIm decides to raise funds through bond issuance on
advice of the treasury manager.
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Source: derived from World Bank

The IFFIm Board are required to make an independent assessment that
programmes submitted by the GFA are consistent with IFFIm’s principles.
The Board then decides to raise funds through a bond issue after taking
advice from the Treasury Manager about the financing needs of IFFIm and
the requirement to maintain a financial cushion through the Gearing Ratio
Limit (GRL) (see section 5 ). Once bonds are issued the proceeds can be
transferred to the GFA.

This structure, and the FFA that underpins it, ensures that all the entities
can operate independently whilst carrying out a set of linked functions that
can be effectively managed and coordinated within a well defined legal and
operational frame work. It meant that GAVI-GFA-IFFIm-World Bank all have
a common goal through aligned principles; well defined roles and
responsibilities; and that the mutual obligations were set out from the outset.

The FFA described the relationships between the entities and the legal
obligations that underpinned them in some detail. The Founding documents
also provided an operational framework including templates for the
completion of programme and funding requests that would be received by
IFFIm and for cash disbursements to GFA by IFFIm. Arrangements for
monitoring, reporting and evaluation were also included.

Alternative structures and arrangements for IFFIm were not considered in
any detail as they did not meet the requirements to ensure that a new
innovative financing mechanism could be fully road tested. The option of
using the World Bank to issue the bonds and absorb the transactions
directly on to its balance sheet had been quickly ruled out for this reason
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even though it may well have obviated the need for at least one of the
dedicated transaction vehicles.

English law is the preferred jurisdiction for bond issues. The form of the
entity for the GFA and IFFIm was chosen partly for political reasons (the UK
Government was a major founding member) and for convenience. Using a
charitable company established under English law was also convenient as it
was a well understood jurisdiction that would give added confidence to
potential investors.
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Annex 5: IFFIm Running Costs

IFFIm: Costs and Expenditures

Total Resources Expended in 2006 2007
$000's

Cost of generating funds
Treasury Manager's fees

Financial operations 1,018 1,143 1,779 1,965
management

Investment management 75

Donor pledges and IFFIm project 811 155

Finance charges

Bond issuance costs 1,613 245 3,877 8,091
Bond interest expense 50,000 65,344 112,760
SUB-TOTAL 3,517 51,543 71,000 122,816

Charitable activities

Country-specific programmes

New and under-used vaccines 167,802 78,969 242,918 445,788

_Health systems str_engthening and 61,693 105,980 82,280 57,611

immunisation services

Injection safety supplies 1,235 1,104 - 5,486
78

Non-country specific grants to GFA

Yellow fever stockpile 57,140

Measles mortality reduction 139,000

Polio stockpile 191,280

Maternal and neonatal tetanus 61,620

elimination

2007-2010 procurement contract 181,050

Investment cases

Yellow fever continuation - 43,881

Meningitis eradication - 67,719

SUB-TOTAL 860,820 186,053 325,120 620,485

Governance costs

Professional services

Consultancy fees 35 77 88 234
GAVI administrative support fee 4 21 75 842
Legal fees 1,122 971 1,381 877
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IFFIm: Costs and Expenditures

Total Resources Expended in 2006 2007 2008

$000's

Auditors remuneration

Statutory audit 80 220 200 174

Taxation services and group 154 158

reporting

Overseas audit 210 150

Other governance costs

Publicity expenses 87 151 -

Trustee's indemnity insurance 125 504 584 488

premiums

Trustees meeting and travel 19 130 153 195

expenses

Other trustees expenses - 17

SUB-TOTAL 1,595 2,160 2,786 2,985
865,932 239,756 398,906 746,286

TOTAL

Source: IFFIm accounts
Note: table presents overview of all income and expenditure including
programmatic and other expenditures. IFFIm running costs are in bold
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Detailed Breakdown of Treasury Management Costs

2008 2009 2010
Financial Service Cost
Bond Issuance- market research, design,
execution 419,512 407,689 280,000
Investment management fee (3 b.p.s on
average liquidity) 70,616 68,655 425,000
Treasury Manager Administration and Support Costs

Donor relations, management, of Donor
Pledges and Payments 300,793 292,316 87,300
Fund Management (commitments, -
disbursements, programme tracking) - 141,500
Financial Risk Management (staff time and
swaps fees) 187,826 182,532 201,200
Ratings maintenance (including gearing ratio
analysis, liquidity) 193,451 189,408 208,000
Accounting and reporting

461,348 466,892 382,000
IT (IFFIm systems development and
maintenance) 239,071 162,153 67,000
Legal

15,417 9,605 58,000
Third Party Costs
Ratings Maintenance Consultants -

- 50,000

IT Software Development

125,000 - 125,000
Total

1,888,034 1,779,250 2,025,000

Source: World Bank
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GAVI Fund Affiliate Governance Expenditures
2006

2007 2008 2009

Accounting Support Fees 80 130 130 136
GAVI administrative support fee 4 21 175 231
Fund Raising Expenses 574 44

Legal Fees 891 993 692 571
Statutory Audit Fees 154 175 290 211
Procurement Service Fee 1100*
Facility and Office Space 110
Trustee Board Meeting Costs 4 22 1 20
Other Governance Costs 13

TOTAL 1707 1398 1288  1179**

Source: GFA Accounts
*also a revenue
** excludes Procurement Service Fee

Economic v Financial Costs

2006

2007 2008 2009

IFFIm Board 3499

3458 4565 4108

GFA Board 1707

1398 1288 938

IFFIm Board 930

974 806 942

GFA Board 797

341

Overall Total 6,136

5,830 6,659 6,329

The table above summarises the total costs of the governance structure
over the last few years. It distinguishes between financial costs (what IFFIm
actually pays for) and economic (the true costs of its operation .i.e including
pro bono support) — the latter giving an idea of what a more commercial
approach might cost and may be relevant for any replicated IFFIm. It
includes, for example, an estimated full cost of GAVI Secretariat services.
We allow an imputed cost for Board members time. We also allow for

subsidised legal costs®.

2 As such figures are commercially sensitive we do not present the economic costs is disaggregated

form
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In the following section we briefly review the financial management ,
accounting systems , internal controls and external audit arrangements
currently in place.

Accounting Arrangements

All UK companies are required to prepare and submit annual financial
statements compliant with UK GAAP. The World Bank as Treasury
Manager is required to produce an annual reporting package for IFFIm
however, since the World Bank operates on US GAAP, the reporting
package supplied by the World Bank is prepared according to US GAAP
and it must be translated to UK GAAP. The TMA explicitly references that
the reporting package be prepared under US GAAP because the Bank did
not feel it had in-house skills to report under UK GAAP.

In the first few years this caused some problems as the arrangements were
established. The Bank only has a responsibility to report in US GAAP and
cannot take on the responsibility for reporting for IFFIm under UK GAAP.
This task therefore fell to the GAVI Secretariat but there were important
differences to be overcome. For example donor pledges were recorded on a
“amortised cost basis” under US GAAP prior to the adoption of the FAS 157
fair value option in 2008. This gave rise to a difference in net assets
between the US and UK GAAP statements prior to 2008.

The GAVI Secretariat has its own accounting policies and procedures and
provides instructions to the World Bank on preparation of financial
statements. IFFIm has ultimate responsibility for the preparation of the UK
statutory financial statements and for preparing the Annual Report for the
UK Charities Commission. In 2009 the timetable was planned as follows
and the report was filed within the timeframe indicated:

US GAAP reporting package given to GAVI March
Conversion US to UK GAAP by GAVI Sec April
Preparation of UK GAAP by GAVI Sec May
Audit of US GAAP by KPMG May
Audit of UK GAAP by KPMG May
Review and comment June
Filing of trustees report June
Filing of Annual Charities Commission return September

Preparation of consolidated GAVI Statement

Source : Slaughter and May
These procedures are cumbersome but are a result of a structure which

involves entities that exist in different jurisdictions. As with all UK
incorporated companies IFFIm is bound by UK law to report under UK
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GAAP and in addition it must produce an annual report in the form required
by the Charity Commission. This meant that the World Bank and IFFIm had
to find a way to align the accounting records as efficiently as possible.

Establishing these accounting arrangements required careful planning and
additional resources to ensure that the records collected by the World Bank
were formatted in a way that could be easily transferred and understood by
the GAVI Secretariat who had responsibility for the translation of the records
into the UK GAAP format. These challenges were compounded by the
limited staffing resources available to the Finance Division of the
Secretariat. Staff turnover was also a problem.

In order to produce a comprehensive picture of the mobilisation of
resources and their utilisation, the GAVI Secretariat produces an annual
Consolidated financial statement for the GAVI Alliance which incorporates
the financial statements from GFA and IFFIm. The IFFIm Board signs off its
own financial statements but this process adds an additional layer of
accountability as the IFFIm financial statements are reviewed as part of the
consolidated statement by the GAVI Audit Committee and the GAVI Board.
There is scope to further strengthen the extent of the review carried out by
the GAVI Audit Committee and to enhance the links between the GAVI and
IFFIm Audit Committees. This should be explored by both the IFFIm and
GAVI Boards

Accounting presentation

The Board have faced an ongoing challenge to improve the accounts to
ensure they accurately reflect the nature of the transactions being
conducted. One of the communication challenges for IFFIm is how to
present its financial position in a fair, technically accurate and transparent
way to the various stakeholders. The conditionality in the donor pledges
and the need to hedge them with derivatives means that IFFIm’s accounts
will inevitably be extremely complex and very difficult for non specialists to
understand.

The requirement to produce accounts which are compliant with UK GAAP is
unavoidable, however it is possible to include extra disclosure and analysis
both in the Annual Report of the Trustees and in the form of extra Notes to
the accounts or in the trustees report itself. IFFIm does this at some length
and more disclosure and Notes have been included in recent years. The
Italian Government reported that they found the IFFIm information note
particularly helpful.

Accounting treatment does not necessarily need to reflect economic reality;
the conditionality built in to IFFIm’s structure will often lead to extremely
large accounting movements without IFFIm having a realised economic gain
or loss (see next section). Considerable effort has been made to improve
the disclosure in IFFIm’s accounts but there is a limit to what can be
achieved.
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Accounting Complexity

All derivative financial instruments must be carried at fair value through the
income statement under both US and UK GAAP. Hedge accounting is
allowed as an exception, provided that a very strict set of requirements are
maintained throughout the life of the hedge.

IFFIm’s policy is not to use hedge accounting because (i) the World Bank
does not use hedge accounting and (ii) there is no significant benefit for
IFFIm in adopting it. The different approaches lead to a similar outcome;
hedge accounting results in one net figure for any hedge inefficiency
whereas fair value accounting results in opposing values on two separate
lines which offset each other so the effect on the income statement is the
same.

Understanding IFFIm’s financial statements is challenging not just because
of the inherent complexity of IFFIm’s finances but also because of
mismatches in accounting treatment. One of the biggest mismatches is
between the donor pledges and the currency swaps used to hedge them to
3m US$ Libor; net gains of $141m, $80m and $72m were recorded in 2007,
2008 and 2009 respectively as ‘net fair value gains (losses) on pledges,
bonds and swaps’ (note 5 to the 31 December 2009 accounts or note 6 in
prior years).
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lllustrations of Accounting Complexity

Accounting for donor pledges

The donor pledges are first discounted to account for possible reductions due to the HLFC and
are then discounted to a PV using the relevant risk free rate. The level of reduction due to the
HLFC is calculated using a ‘loan loss’ type model (similar, but not the same as the GRL model).
For 2006 the donor pledges were accounted for as follows:

the gross donations of US$3,976m, minus
US$708m which is a 17.8% reduction to account for the HLFC, minus
US$1,161m to get to the PV using risk free rates

The result is that the initial donor pledges were recorded at $2,110m in the 2006 accounts. The
difference between the discounted value of pledges and actual receipts (4% actual reduction vs
17.8% accrued) is recorded as a realised gain as the donor payments are received.

Accounting for currency swaps

The economic hedge for the donor pledges is the currency swaps which cover 96% of donor
pledge receipts (to account for the 4% HLFC reduction at the time the swaps were executed).
These swaps are marked to market using Libor rates.

The result of the mismatch between the value of the pledges and the swaps hedging them
(discussed above) is that (i) the currency swap hedges have a significantly bigger notional
value (96%) than the expected cash flows from the donor pledges (82%) for calculating the
effect of changes in interest rates and (ii) the donor pledges are discounted using a different
yield curve to the currency swap hedges.

82% of pledges accounted for - Currency swaps on 96%
due to ‘loan loss’ credit model of donor pledges marked
Discounted using risk free rates to market

Discounted at Libor

Fixed payments in

Fixed payments in £/€/SEK
£/€/SEK - 05
USS PV which

1 I i
] I ]
]

] | :
; Donors — IFF:Im IBRD !

—
| ; i
i 1 accrues at 3m Libor i
1
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Integrity of Financial and Reporting Systems

The integrity of the securitisation process overseen by IFFIm and executed
by the IBRD depends on:

internal financial controls and internal audit within the World Bank
IFFIm monitoring of the Banks performance and decisions

timely and accurate financial statements from IFFIm

rigorous external audit of IFFIm financial statements

IFFIm relies on internal financial controls operated by the World Bank and
GAVI. Errors identified and corrected by internal controls are usually not
communicated unless they result from issues that the Secretariat consider
material to the Board. The World Bank has internal controls on all its
transactions with compliance systems and internal audit to ensure that the
standards are adhered to; procedures are followed such that financial
systems are robust and operate as expected. Unauthorised transactions or
potential misuse of funds should be picked up by these controls. In the
unlikely event that this should happen, compliance controls and internal
audit would operate to prevent abuse and to investigate the cause. No
major problems were brought to the attention of the evaluators during our
discussions with the World Bank and the GAVI Secretariat Finance Division.

The IFFIm Board monitors the activities of the World Bank through a regular
flow of financial information provided to them in Quarterly reports. In the
start up phase these reports were considered inadequate by the IFFIm
Board. In order to fulfil their monitoring role more effectively and to
discharge their fiduciary responsibility, the IFFIm Board asked the World
Bank for a more comprehensive report with a wider range of financial
information, for example, on the costs of bond issuance.

The integrity of the IFFIm Board itself is secured through the Board
continuing to display high standards of Corporate Governance including
meeting external audit and reporting requirements to the Charity
Commission and IFFIm donors. In the unlikely event that the Board
exceeded its authority or made decisions that placed IFFIm’s operations in
contradiction to the Founding documents, this would be identified at an early
stage by third parties including the World Bank or GAVI and communicated
directly to the donors.

IFFIm financial statements are being produced according to the timetable
planned by the GAVI Secretariat Finance team. The GAVI Secretariat would
prefer to complete the financial statements earlier in the year as the
integrated GAVI financial statements are delayed until IFFIm and GFA
report. The Board have been alert to the need to carefully reflect the “fair
value” of hedging transactions. In the 2009 financial statement they
challenged the GAVI Secretariat over the presentation of interest payments
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for bond and hedging transactions. They have also ensured that a more
accurate charge is made for the costs of GAVI support.

The IFFIm Board established a Standing Audit Committee in November
2009 to assist the Board in fulfilling its corporate accounting and financial
obligations. The TORs are wide ranging and involve reviewing both financial
and accounting systems and statements as well as the conduct of external
audit. The Committee’s main tasks *are to review :

the terms of the engagement of the external auditor and scope of the
annual audit

the annual financial statements and any disagreements between
GAVI, the Treasury Manager and the external Auditor

financial and operational risk exposures and the steps taken to
monitor and control those risks

the adequacy of financial reporting and accounting policies ,
practices and judgements

The establishment of an IFFIm Audit Committee is a welcome development
because of the ongoing challenge of ensuring the consistency and
transparency of the financial statements covering the complex capital
market transactions dealt with by IFFIm. The Committee reviews the
guarterly and annual IFFIm financial statements concurrently with the
preparation of the consolidated GAVI accounts. However there are capacity
constraints. At present the GAVI Audit Committee and the Secretariat have
provided some support and advice but it would be advisable to examine
whether additional resources can be found to ensure the IFFIm Audit
Committee is able to cover its wide ranging remit.

IFFIm have selected KPMG as external auditors in order to align
themselves with the World Bank (who also use KPMG) and to make the
process work more smoothly. There are advantages in this arrangement as
it makes it easier to liaise and communicate over substantive issues around
presentation of financial information in the different jurisdictions. However
there is potential for criticism on the grounds of conflict of interest. UK,
Geneva and US based teams from the same company are effectively
auditing the Bank in its own right both as a development finance institution
and as a supplier of services to IFFIm.

The Charity Commission also plays a role by providing checks and
balances on IFFIm operations. As part of its duties the Commission seeks
to assess that IFFIM is discharging its duties as required under Charity law.
They also assess whether the IFFIm Board has identified the risks facing
their activities (i.e. the securitisation process) and that the Board have taken
steps to address them. However they do not scrutinise the IFFIm accounts

% See IFFIm : Audit Committee Charter Approved 16 November 2009
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and focus solely on whether they are produced and audited as required
under Company law. The Auditors are able to contact the Charity
Commission directly about any points of concern.

Transparency

Virtually all the donors interviewed felt it was inevitably difficult to ensure
that the financial statements of IFFIm were transparent because the
underlying capital market transactions could not be easily understood by
non specialists.

There have been ongoing discussions within the IFFIm Board about how
best to present the financial position to ensure clarity and transparency.
The GAVI Secretariat under the direction of the IFFIm Board have added
information to the Trustees reports and financial statements so that the
concepts and capital market terminology are more accessible to non
specialist readers. They have also asked their auditor to ensure that the
report conforms to the expectations of the Charity Commissioners. The
GAVI Secretariat are also planning to add some explanatory detail to the
consolidated accounts to help ensure that IFFIm activities are fully
comprehensible.

The UK Charity Commission are broadly satisfied with the reporting
provided and both IFFIm and GFA legal teams have briefed them
periodically to ensure that their staff fully understand the way in which these
entities operate. However they face problems with budget cuts and staff
continuity which make it harder for the Commission to sustain its
institutional knowledge and experience in future.

Question: How effectively does IFFIm assess its per  formance?

When IFFIm was originally designed little attention was given to establishing
performance benchmarks or indicators. There were implicit targets to “front
load” donor pledges by raising up to US$ 4bn through bond issues and to
do so at a cost close to that which would be achieved if the donors had
borrowed themselves and pooled the funds. Performance was therefore to
be largely measured by how much money was raised and disbursed and
how much it cost to do so. But there were no targets or indicators agreed
specifically for IFFIm at the outset.

Some grantor nations also devised performance indicators and targets
linked to their financial commitments and pledges to IFFIm. However these
were often broad and included the role played by GAVI and the use of funds
by developing countries as well as the specific performance of IFFIm. For
example, DFID had a project framework that included outputs related to the
following areas with associated indicators in brackets:
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immunisation coverage (indicators were immunisation coverage and
countries taking up new vaccines)

sustainable immunisation programmes (GAVI funding integrated into
national plans and cost effectiveness of new vaccines)

IFFIm is a feasible and efficient mechanism (issue and uptake of
bonds; value of pledges and disbursements)

GAVI is a robust and efficient vehicle (time from approval to
disbursement)

Global market for new vaccines (reduction in price of new vaccines
and purchases from emerging markets have increased)

The TMA requires the World Bank to report regularly to IFFIm against a
number of parameters that cover the duties they are being expected to carry
out. However it does not specify any explicit indicators of performance. The
Bank was to report:

monthly on the performance of the investment assets under their
management

guarterly on (i) the status of the IFFIm account (ii) the amount of
funds disbursed during the previous quarter

And a reporting package that covered:

all funding activities carried out; a performance assessment relating
to investment activities

the implementation of the risk management strategy

confirmation that all procedures have been followed in relation to:
any bonds issued, loans borrowed or in relation to any permanent
suspension of operation under the FFA.

In 2006 the IFFIm Board discussed the reporting arrangements with the
Bank and sought to ensure there was a more comprehensive report which
provided more background and more explicit analysis of performance. The
Quarterly Treasury Managers report now covers:

the costs of IFFIm bond issuance benchmarked against
Supranational/Non-US Agency Benchmark Issuance

the returns on investment activities against agreed benchmarks
hedging transactions

disbursements and available funding balance for approved GAVI
programmes

debt service payments and administrative expenses

forward looking fee estimate and variance analysis of past estimates
vs actual fees invoiced

The IFFIm Board have therefore encouraged the evolution of a more robust
framework and indicators to ensure they can carry out monitoring more
effectively and provide adequate feedback to the donor community at the bi
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annual IFFIm donor meeting. At a recent meeting* performance was set out
since the inception of IFFIm and covered total disbursements, cumulative
investment performance and the liquidity balance. The presentation also
provided a more comprehensive picture of donor pledges and bond issues
from 2006 and projected over their life until 2026. They have also set out
the potential for IFFIm to extend its programming capacity until 2015.

An effective performance measurement system should have:

explicit targets agreed with stakeholders covering both the inputs to
be provided (in this case under the TMA) and the outputs to be
achieved (funding spread and funds disbursed to GAVI)
performance targets need to have well defined or SMART (i.e.
specific, measurable, appropriate, relevant and timely) indicators
there needs to be a clear link between the outputs to be achieved
and the ultimate goal (i.e. immunisation in developing countries)
there should be incentives at the organisational and personal level to
deliver results

Judged against these criteria the existing arrangements offer a reasonably
good framework against which judgements about the performance of IFFIm
can be readily made. Our interviews suggested that the Treasury
Manager’s Quarterly report to donors and the annual IFFIm donor meetings
cover the areas of performance that donors expect and no major concerns
were raised during the evaluation. It would nevertheless be desirable for the
donors to agree more explicitly than in the past, the targets and indicators
against which they will collectively assess IFFIm performance and for the
Board to consider whether they need to review the reporting from the Bank
in the light of this.

The grantor nations, GAVI, IFFIm Board and the World Bank could also
consider developing a single report that would bring together and link the
costs of IFFIm (i.e. the inputs) to the funds raised (outputs) and to the
additional immunisation spending and coverage achieved. The recent
explanatory notes are an initial attempt to fill this gap but this could be
developed further®. Providing a single report in one place on a website
would assist feedback to the general public and would make it easier to
provide an overall assessment of value for money by linking the costs of
IFFIm to the benefits that were achieved.

The IFFIm Board and the TMA ensures accountability through regular
scrutiny and reporting of performance and the costs of Treasury
Management activities. This incentivises efficiency and improved

* See papers from IFFIm donors meeting June 2010 especially “IFFIMs Financial Landscape Inception to
May 31* 2010

® Explanatory Information Notes on IFFIm June 2010
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performance. It may be possible to make these arrangements even tighter
by further refining benchmarks or indicators for example, by adopting some
specific target or benchmark relating IFFIm borrowing costs more directly to
the cost of sovereign borrowing by grantor nations (one of the original
objectives) .

Possible benchmarks could include the weighted average donor spread
+20bps, weighted average for France and UK +30bps and/or World Bank
+10bps for borrowing costs and negative cost of carry for investment
management.

Risk Management

Is the risk management strategy adequate

Grantor donors identified a number of critical risks that would need to be
managed and mitigated (prevented) to ensure that IFFIm could successfully
achieve its objectives and avoid any major threats that could potentially
undermine it. These fell into the following major categories:

Programme related: this concerns any reputational risk to IFFIm that
may arise if money raised by IFFIm is not used for the purposes
intended (i.e. immunisation in poor countries).

Sovereign risk related: The risk of grantors failing to deliver on aid
commitments and pledges or of recipient countries going into long
term arrears with the IMF

Capital Market related: Bond issuance faces uncertainty due to
fluctuations in exchange rates and interest rates that need to be
managed

Treasury Management related: the need to stay below a pre-
determined gearing ratio between liabilities (bond issues plus any
other debt) and the present value of aid pledged by grantors to
ensure that debt repayments were assured.

Financial Management: the need to maintain effective financial
management and control over grantor funds.

Under the Founding documents the GFA and IFFIm have to independently
assess any new proposals coming forward from GAVI. The first risk is
therefore addressed through the appraisal, monitoring and review
arrangements already put in place by GAVI. There are well established
procedures to assess developing country needs that aim to ensure the
guality of programme proposals and to develop a pipeline of programmes.
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Partner countries prepare annual reports on funds used and the impact in
terms of coverage. Any new proposals considered by GAVI are first
reviewed by the Independent Review Committee (IRC) and this includes
assessing the past utilisation of GAVI funds prior to any new support.

Although IFFIm is not directly responsible for the utilisation of the funds that
it generates, there is a risk that if programme funds are misused that this
will have a reputational impact on its operation. Donors are generally happy
with GAVI procedures that are in place and have confidence that the uses
of the funds generated by IFFIm can be identified. Recent evaluations have
also been positive. There are remaining challenges of attributing specific
vaccination outcomes to IFFIm as opposed to regular GAVI funding
because the funds cannot easily be separated.

In discussion with the GAVI Secretariat it was also clear that there have
been concerns about possible misuse of health system strengthening funds
in a few developing countries. However GAVI has recently increased its
investigative capacity (the Transparency and Accountability team) ° and
actively identifies areas of fiduciary risk and insists on improved controls
before funding is made available. Partner countries are required to report
their remedial action prior to the approval of any new funding. Continued
vigilance will be needed and this area of work needs to continue to be given
priority. Additional resources may well be required in future. The IFFIm
Board should ensure it is kept informed and sees relevant reports from
GAVI.

Programme risks on the provision of physical goods (i.e. drugs and
vaccines) are likely to be less as these are procured, shipped and managed
in country by the UN Agencies concerned. GFA relies on their monitoring
and reporting systems to assess the programmes that it funds. However
there may be a case for additional monitoring by the GFA to supplement
existing efforts on a more selective basis. The IFFIm Board should keep
abreast of any such development and coordinate with GFA and GAVI as
required.

All the other risks areas fall directly under the responsibility of IFFIm or the
World Bank as their appointed Treasury Manager or the IFFIm support team
from the GAVI Secretariat. The IFFIm Board has addressed capital market
risks by agreeing a risk management strategy with the World Bank and has
improved the response to financial management risks by establishing an
Audit Committee and improving the presentation of the accounts and
trustees reports (see previous section).

Good Corporate Governance requires a comprehensive risk management
register and strategy that highlights the main threats to the IFFIm; assesses

® The TAP team works with GAVI partners and recipient countries to investigate and address potential
cases of misappropriation, misuse or waste of GAVI resources. They work closely with internal audit
in GAVI and aim to keep IFFIm informed of their work.

278789 - Evaluation of the International Finance Facility for Immunisation, 15/04/11 42



Evaluation of the International Finance Facility for Immunisation
(IFFIm) ANNEXES

the extent of the potential threats; and outlines the action take to manage or
mitigate the threats. The GAVI Secretariat has been working with the IFFIm
Board to develop a risk register and one was drawn up and discussed in
October 2010 by the Board. This needs to be further developed to ensure a
fully coherent and effective strategic response. The register has been
prepared by the GAVI Secretariat and the World Bank and aims to highlight
identified risks and mitigation activities (key controls).

It is planned that the risk register be presented in summary form to the
IFFIm Board and be reviewed at least annually by them to ensure that these
risks are actively managed. It will be important for the IFFIm Board to
review and check that the major risks are being adequately addressed and
if necessary to demand changes in the response. The strategy identified
five major categories and nineteen individual risks. The activities being
taken to address these risks and the party responsible were identified
including the specific teams within the Secretariat and the World Bank. Risk
categories included:

(i) sourcing of funds (risks to continued donor and investor support)
(i) delivery of programmes to developing countries

(iii) financial management record keeping and reporting

(iv) compliance with laws and regulations by IFFIm

(v) maintaining effective Governance and oversight of IFFIm

The risk register is a useful innovation which provides a comprehensive
statement of the main risks faced by IFFIm. It could benefit from
prioritisation according to the potential impact of the risk on IFFIm and an
assessment of the probability of its occurrence. The effectiveness of the
register very much depends on the responsible parties developing a
coherent strategy and adequately resourced response to manage or
mitigate the individual risks.
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Annex 7: Additionality of IFFIm Donor Funding
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Italy: Support to GAVI by Window
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Sweden's Support to GAVI by Window
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Netherlands Support to IFFIm by Window
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Annex 8: Assessment of Individual Issues in relation to
Funding Objectives

The inaugural bond

Following the World Bank’s structuring input, the successful application for
MDB status and 0% risk weighting IFFIm was successfully positioned as a
supranational and priced at the better end of expectations, only slightly wide
of KfW. Whilst IFFIm did not originally have immediate uses for the $1bn
proceeds of the inaugural bond (indeed the restrictions on disbursements
prevented IFFIm from immediately spending the money raised), as a hew
issuer it was important that IFFIm create a reference point for future bond
issues.

The depth and experience of the US$ benchmark market means that all
other supranational funding markets look to it for guidance on what the
appropriate spread level is. Without having issued a benchmark bond,
IFFIm would have had to work far harder in other markets to justify the
desired spread level. Because the US$ benchmark market is so big, the
minimum issue size is generally about $1bn; the minimum size constraint
can be viewed as a form of ‘Entry Fee’ for access to other markets.

In advance of the launch, the hope was that IFFIm would price within the
supranational space (somewhere between the African Development Bank
(AfDB) and KfW) but if investors had not accepted IFFIm as a supranational
the pricing outcome estimate was up to 24bp wider’.

The marketing process
leading up to the

execution of the Pasitionedasa
supranational Sup

inaugural bond involved
considerable work by the —
underwriters and World ,
Bank and started well in

advance of pricing. Covered bond
Considerable investor (ABS) (L-8/+10)
education was required
(the bond underwriters
and World Bank took
IFFIm on two road
shows) firstly to get
IFFIm included within

Priced at L-11.75
KfW (L-16) '

" World Bank estimated pricing could have been L+0.05 to L+0.125% in ‘IFFIm — Funding Strategy and
Implementation’ dated 20 April 2006
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investors’ lists of investable issuers and secondly to position the credit as a
supranational equivalent. Factors which influenced the pricing were:

- World Bank presence on the marketing road shows helped position
IFFIm as a ‘World Bank surrogate’

- AAA ratings, 0% risk weighting and MDB status allowed central bank
buyers to participate

- The bond underwriters had very strong relationships with key central
bank buyers

- IFFIm, as a new issuer provided sought after diversity in investor
portfolios

- Any new issuer must pay a small premium

- IFFIm’s mission was helpful in raising its profile with investors

- As an infrequent issuer IFFIm presented a less compelling reason to
understand the credit and invest

Subsequent bond issues

The inaugural bond provided a reference point for all future bond issues -
including the Uridashi bonds - in terms of IFFIm’s credentials as a
supranational and the spread level they could command. After having raised
$1bn in the inaugural bond, IFFIm did not need to return to the bond
markets until early 2008 by which time some credit spreads (e.g. high yield
and asset backed) had started to widen in advance of the financial crisis.
Below are summaries of bond issues and spreads to date:
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The Uridashi bonds

The World Bank received a ‘reverse enquiry’ (bond investors seeking
investment opportunities) through the Uridashi market and proposed IFFIm
as the issuing entity. There were four advantages of the Uridashi market for
IFFIm:

i.  most importantly, the spreads available in the Uridashi market are
extremely low

ii.  introduction by the World Bank (one of the most highly respected
issuers in the market) helped to reinforce the connection with IFFIm

ii.  the ‘vaccine bond’ story had particular appeal to the retail investor
base

iv.  Uridashi bond issues are generally small which suited IFFIm’s
funding requirement

With hindsight, taking IFFIm to the Uridashi market was a critical factor in
IFFIm’s financial efficiency; Uridashi investors have offered funding at a
lower level than any other market and shielded IFFIm from the spread
widening observed in other markets as a result of the financial crisis. Had
IFFIm not accessed the Uridashi market, the alternative of the US$
benchmark market would have almost certainly been considerably more
expensive (see section on analysis of alternative funding); the chart below
shows illustrates the shielding effect of the Uridashi market from late '08
onwards.

278789 - Evaluation of the International Finance Facility for Immunisation, 15/04/11 51



Evaluation of the International Finance Facility for Immunisation
(IFFIm) ANNEXES HLSP

Spread history of IFFIm's inaugural bond and relevant comparables
80 -~

vs ASW (bps)

60 |

Uridashi bond spreads
(excluding 10yr and 15yr)

-80 -

Nov-06 May-07 Nov-07 May-08 Nov-08 May-09 Nov-09 May-10 Nov-10
e | FFIM 5.000% 11/14/2011 ———EIB 5.250 06/15/2011 —ADB 4.500% 09/04/2012
KFWW 3.500% 1215/2011 =——I|ADB 4.375% 09/20/2012 =——|FC 5.125% 05/02/2011

UK ISA/Institutional bonds

Following two highly successful Uridashi bond issues which raised $653m,
IFFIm targeted the UK market for a dual tranche retail (ISA) and institutional
bond offering which was notable for the following reasons:

- legislation was passed through the British parliament in order to
allow IFFIm’s bonds to be included within an ISA (tax free retail
savings product)

- HSBC (the bond underwriter) made extensive use of its branch
network and mail shots to market the issue

- although the ISA tranche was never intended to be large compared
to the institutional tranche, demand was lower than hoped for
because of the low interest rate environment in May ‘09

- to compensate for the lower ISA demand, the institutional tranche
was upsized so that IFFIm was able to raise $400m in total

- although the pricing looks expensive (weighted average spread of L-
82.8) in comparison to the Uridashi issues, given the size, it was
competitive with other funding markets (the US$ benchmark market
is only accessible in sizes of at least $1bn)

- meaningful comparison of funding spreads is very difficult for these
bond issues because of the volatility in funding spreads at the time

- IFFIm diversified its funding sources, lengthened the maturity profile
of its funding and made use of a donor capital market for the first
time
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- on the assumption that, if IFFIm had not needed to diversify, it would
have used the Uridashi market at a spread of L-30bp, the ‘cost of
funding diversity’ can be estimated at 112.8bp x 5yrs x $400m =
$22.6m. This number reflects the fact that spreads in the Uridashi
market stayed stable while spreads in other markets moved
significantly wider; the ‘cost of diversity’ decreased later in IFFIm’s
life (see Kangaroo bond section below)

Kangaroo bonds

In November 2010 IFFIm priced an A$400m ($395m) Kangaroo bond issue
at US$ 3m Libor -1.5bp after all fees. Not only was this bond issue
compelling from a funding cost perspective but it also effectively satisfied
the objective of using donor capital markets (Australia has signalled its
intention to contribute to IFFIm in the near future). The bond pricing placed
IFFIm at a better relative position within the supranational market than the
inaugural $1bn bond:

- 6bp over the World Bank (vs +8.25bp for the inaugural bond)

- 15bp under the EIB’s and 11bp under KfW’s comparable trading
level; a relative improvement of 21.25bp and 15.25bp respectively

- 24.4bp under the weighted average donor spread

- using the same assumptions as for the UK bonds, the ‘cost of
diversity’ was 28.5bp x 5yrs x 395m = $5.6m

Feedback from investors and underwriters highlighted IFFIm’s core
strengths and explains why IFFIm is able to achieve such tight funding
spreads®:

“if you all [World Bank and underwriters] had not come to see me and
explained the IFFIm story, there is no way | would have fought internally to
get IFFIm on the approved ‘buy’ list”

“you have to believe that IFFIm is part of the World Bank in order to justify
the spread on the Kangaroo bonds”

“one of the key outcomes for us was the level of interest from the A$

investors base to engage more on socially and environmentally responsible
investments”

8 The first quote is from a fund manager who accounted for 10% of the demand, the other two are
anonymous and were gained through interviews and a survey of underwriters
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Although it was a clear design phase expectation that IFFIm would issue
bonds at spreads not much wider than the donors themselves, there were
very few explicit performance targets. The UK’s Department for International
Development (DFID) did set some specific performance expectations:

1. IFFIm would use a combination of bank and bond debt; bank debt
would be built up until it was a sufficient size to be ‘dropped’ into a
bond issue

5-7 bond issues over a 10 year period

a spread over UK government bonds of 35bp (other measures such
as US$ L+10bp and US$ Libor flat were also mentioned)

4. arrangement fees for each bond issue of 35-50bp

5. NPV of pledges not more than 10% above the PV of disbursements

wnN

The success in positioning IFFIm as a supranational issuer resulted in such
a low cost of funds that using bank debt — which might have been a
competitive option had IFFIm not performed so well - was more expensive
than issuing bonds and managing the liquidity so the first two expectations
became redundant.

In practice, IFFIm has managed to exceed the third expectation and to date
has priced at an average spread (including underwriters fees and the World
Bank’s swap intermediation fee) of [4.7bp] to the UK despite significant
spread widening of some donor spreads and a diminishing proportion of UK
pledges. The table below illustrates how the spread IFFIm achieved
compares with various benchmarks (red cells show where IFFIm’s spread
was higher than the relevant comparator):
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The last two measures are harder to evaluate objectively. In the Uridashi
market, the burden of fees for bond issues falls on different parties
depending upon the selling structure (underwriter sells direct to investors vs
underwriter sells to a distribution agent). In some cases the end investor
pays a fee and in other cases the fee is incorporated into the spread of the
currency swap used to hedge the bond issue. Uridashi underwriters
negotiate bond issues with IFFIm on the basis of a net funding spread after
all fees and on the basis that IFFIm receives the full US$ equivalent bond
notional (normally, the underwriter’s fees are deducted from issue
proceeds). Hence the above analysis would be even more favourable to
IFFIm if performed excluding fees.

There are several impediments to an assessment of the final measure:

- The range of donor spreads to US$ Libor at inception was 24bp
(Norway at L-34 to Italy at L-10) vs 280bp currently (Sweden at L-56
to Spain at L+224)

- The UK accounted for 60% of the pledges at inception vs 46.2%
currently

- Separating HSS specific disbursements from the original funding is
difficult

- The NPV of the donor pledges depends on the future level of
recipient country IMF arrears

- Predictions of future bond issue timing and GRL are imprecise

In order to provide an indication of IFFIm’s performance against this
measure, a few simplifying assumptions are needed:

1. IFFIm borrows ‘for free’ i.e. over the life of IFFIm, on average, it will
be able to borrow at the weighted average donor spread. Currently
IFFIm borrows at less than the weighted average cost and also
generates returns on liquid assets but in the longer term donor credit
spreads should tighten

2. Running costs of $5m p.a. for IFFIm and $1.5m p.a. for the GFA
until 2026

3. Aflat rate of 4% reduction of donor pledges due to the HLFC

4. There is no other ‘leakage’ in the system e.g. future donor pledges
are discounted at the same rate as they are compounded under the
hedging swap (in practice, the donor pledges are discounted at a
lower rate (risk free rate) than the swap compounds at (Libor))

Using the above assumptions simplifies the calculations needed to (i) the

PV of donor grants at inception and (ii) the PV of the $6.5m annual running
costs. On this basis, using the pledge values and discount factors from the
2006 accounts, the PV of donor pledges at inception was $2.56bn and the
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PV of the $6.5m annual running costs comes to $81m°. The $81m
represents 3.2% of the PV of the donor pledges and hence IFFIm can be
considered to comfortably satisfy the final measure. Indeed, this measure
would look more favourable when calculated over the increased donor

pledges received post inception.

® Calculated at a flat rate of 5%
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A Uridashi bond is a structured product sold to Japanese retail investors in
which the investor buys a foreign currency bond which is converted into Yen
(¥) by the underwriter. Uridashi bonds are normally issued in high-yielding
currencies of commodity producing nations such as South African Rand or
Australian Dollars in order to give investors a higher coupon and currency
exposure.

Illustration:

Step 1

The bond issuer sells normal bonds denominated in e.g. Rand to the
Uridashi underwriter and receives Rand proceeds

The Uridashi underwriter sells the ¥ equivalent value of the Rand
bonds to Japanese retail investors (the Rand proceeds are
converted at prevailing spot fx rates)

Uridashi investors pay for the bonds in ¥ but have invested in a
Rand denominated underlying bond

Step 2
ZAR coupon converted cf)ﬁ:rzgic:n
to ¥ at prevailing rate ZAR coupon
Japanese retail | Uridashi . Bond Issuere.g.
investors - underwriter - IBRD or IFFIm

During the life of the bond the bond issuer makes coupon payments
in Rand which are then converted by the bond underwriter into ¥ at
the prevailing spot fx rate

Step 3
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At maturity the bond issuer repays the bonds in Rand and the
redemption is converted to ¥ at the prevailing spot fx rate

Why do Japanese retail investors buy Uridashi bonds?

The extremely low interest rate environment in Japan has led investors to
look for returns outside ¥ denominated products. Foreign currency bonds
provide access to higher coupons (due to higher interest rates in foreign
currencies) and the potential for currency gains on the principal invested,;
using the above example, if the Rand appreciates during the life of the
bond, investors will have made a capital gain.

Japanese investors have shown particular interest in currencies of
commodity producing nations such as Australia, Brazil and South Africa
because of their potential for appreciation vs ¥. The Uridashi market is
predominantly a short dated market because the investor base wants to
take relatively short term views on currency movements. Equally, the
market is almost exclusively for AAA issuers since credit risk is not the
primary source of returns sought by the investors.

Why is IFFIm able to issue at such low spreads into the Uridashi market?

There are three reasons the Uridashi market provides lower cost funding
than any other market: (i) Japanese retail investors are less focussed on the
funding spread than the ability to gain exposure to foreign currencies, (ii)
IFFIm is perceived to be part of the World Bank and (iii) the ‘vaccine bond’
story has particular appeal to the investor base.

Could IFFIm fund itself exclusively in the Uridashi market?

The Uridashi market is certainly big enough to accommodate all IFFIm’s
funding requirement but relying solely on the Uridashi market would expose
IFFIm to the risk that this market ceases to be able to support them in the
future. Since the driver of demand is the Japanese low interest rate
environment and relative value of foreign currencies, this is a very real risk.
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Annex 11: Liquidity Measures Used by Other
Multilateral Institutions and World Bank

Source: Annual Reports

INSTITUTIONS MEASURE POLICY TIME PERIOD
LEVEL
AfDB Projectgd net cash 100% Rolling one year.
requirements10  (Assumed) Update/reset
quarterly
ADB Proxy NCR (net cash 40% 3 years
requirements)11
Council of Europe Net liquidity requirements12 50% 3 years. Updated
Development quarterly.
Bank
European Net cash flows13 25% 12 months
Investment Bank
EBRD Net cash requirements14 45% 3 years. reviewed
annually
Inter-American Projected year-end outstanding 20% Yearly
Development loan balancel5
Bank
IFC Net cash requirements16 65% 3 years
World Bank Highest consecutive 6 months of Highest
expected debt service obligations consecutive 6
plus one-half of net approved loan months for EY

disbursements.17 reset annually

10 “African Development Bank Annual Report 2005” (Chapter 007). Projected net cash requirements
include all potential debt service payments due to early redemption of swaps and borrowings with
embedded options.

' «Asian Development Bank Annual Report 2005” (Volume 2, Financial Report, page 15-16).The proxy
annual net cash requirements are the sum of loan disbursements net of repayments and debt
redemption for the year.

2 «Council of Europe Development Bank Annual Report 2005” (page 42-46). The net liquidity
requirements include the additional liquidity requirement equal to the risk of default of counterparties
rated “below investment grade” for the same period.

'3 “Eyropean Investment Bank Annual Report 2005” (page 90)

4 “European Bank for Reconstruction and Development Annual Report 2005” (page 25-35, Risk
Management Policies) The net cash requirements have a full coverage of all committed but
undisbursed project financing plus one year’s debt service. In addition, 30% of the Bank’s net
Treasury investments must mature within one year.

'* “Inter-American Development Bank, 2005 Annual Report” (page 94-103)

'8 «|[FC 2005 Annual Report” (page 16-18). Net cash requirements include projected disbursement and
debt service requirements.

7 “World Bank 2004 Annual Report” (page 15-28) The minimum is equal to the highest consecutive 6
months of expected debt service obligations for the fiscal year plus one-half of net approved loan
disbursements as projected for the fiscal year.
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IFFIm could potentially earn greater returns by taking extra risk. The table
below illustrates the increased level of volatility associated with longer
maturities under both an asset and liability based approach. Over the last
20 years, investing in longer dated instruments would have resulted in
higher returns but mark-to-market losses would have been recorded
periodically over the life of the investments. For example, under a liability
based framework, longer dated sectors underperformed the liability proxy
about 30% of the time (about once every three years). In particular when 1-
3yr Govts underperformed the liability proxy, the return shortfall was 1.07%
on average and the underperformance lasted up to 2.67 annual accounting

periods.

In order to maintain an interest rate neutral position, IFFIm’s liquid
investments are swapped to 3m Libor which matches the interest rate
duration of the hedged donor pledges and bond issues. This doesn’t mean
that IFFIm is restricted to three month investments, but simply that the
interest rate exposure of liquid asset investments is swapped to 3m Libor.
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Source: November 2010 MIR produced by the World Bank
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Graph of the performance of IFFIm’s liquid asset po rtfolio (PF
(%) in blue) against the LIBID benchmark (BMK (%) i nred) from
inception to November 2010

Summary of the data relating to the graph

Graph of the absolute outperformance (carrying gain ) against
the cost of funding
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IFFIm Quarterly Cumulative Carrying Gains/(Losses)
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cvos | cyo7 | cvo7 | cyo7 | cyo7 | cyos | cvos | cyos | cyos | cyos | cyos | cyoe | cvos | cyio| cvio | cyio | cvio
Q4 | Q1 | Q2 [ Q3 | Q4 | Q1 | Q2 | Q3 | Q4 | Q1 [ Q2 | Q3 | Q4 | Q1 | Q2 | Q3 | Q4
=== Portfolio Income 3,497 | 6,236 | 4,587 | 2,205 | 1,274 | 874 | 2,325 | 730 | 826 |1,835| 3,111 4,720 | 1,205] 1,170 991 [2,264| 309
Borrowing Costs 3,386 | 6,207 | 4,518 | 2,357 | 1,215 | 806 | 1,938 |1,333| 863 | 805 | 1,644 1,343 | 690 | 604 | 1,035 |1,175| 539
—s—Cumulative Gains/Losses| 110 | 140 | 209 | 57 | 117 | 185 | 573 | (30) | (67) | 963 | 2,429 5,806 | 6,322 6,887 | 7,500 | 7,308 | 7,637

Source: the World Bank
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Headline and excerpts from an article covering the investment losses at
IADB.

IDB record $2bn losses force replenishment request

Until now, the only public hint of the bank's losses was a brief mention in a
September 2008 report posted on the bank's Web site showing a loss of
slightly more than $1 billion during the first eight months of 2008.

But on Feb. 5, Sen. Richard Lugar, R-Ind., sent a letter to the head of the
IDB, Luis Alberto Moreno, putting the losses at $1.9 billion.

Lugar, the Republican leader on the Senate Foreign Relations Committee,
called the losses "grave" and questioned how the IDB fell prey to the risky
securities when other development banks, including the World Bank,
International Monetary Fund and regional banks in Asia and Africa, avoided
significant losses.

"Given the global financial crisis, one would expect most investors and
banks to have lost money," Lugar wrote to Moreno. "However, the reported
scale of the IDB's investment portfolio losses of $1.9 billion -- 10 to 100
times higher than the losses of the other development banks -- is of grave
concern.”

The IDB's investment in what now are commonly referred to as toxic assets
topped out at 60 percent of the bank's portfolio in 2005 and remained above
50 percent as recently as 2007, according to a November 2008 study
commissioned by the bank's Office of Review and Evaluation.

Lugar summoned IDB officials to Capitol Hill this week to explain how the
losses will affect the bank's ability to make loans, who will be held

accountable for them, and what reforms the bank is making to ensure
against future risky investing.

Source: Marcus Stern Pro Publica, February 12, 2009
http://www.bicusa.org/en/Article.11042.aspx

Quotes from IADB investment policy review 26 Novemb  er ‘08

“For example, after Management's presentation of the investment program
in 2006, a few months before the crisis began, "several Executive Directors
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suggested that the Bank assume more risk, to increase the return on its
investments".”

“.... clear guidelines should be established defining the liquidity
characteristics of permitted investments. Instruments .... should have a high
probability of being liquid in the most adverse market conditions. This form
of market insurance may have a premium associated with an increased cost
of carry, as highly liquid instruments may yield less than the costs of Bank
funding. Such a premium is vastly preferable to the risk of carrying illiquid
liquidity.”
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On 22 December 2010, the IFFIm Board (the Board) instructed the World
Bank to execute a $1bn interest swap transaction (the Swap) in order to
convert the rate of interest earned on $1bn (the cash balance held against
the inaugural bond maturing in November 2011) from three month Libor (3m
Libor) to a fixed rate.

Events leading up to executing the Swap

IFFIm’s liquidity policy requires pre-funding bond maturities 12 months in
advance; with this in mind, during the first half of 2010 the Board requested
the World Bank to provide alternatives to the policy of investing liquid assets
in the Trust Fund Libor Pool (the Pool) for the $1bn required to be held
against the maturity of the inaugural bond. A discussion ensued between
GAVI, an external consultant*® and the World Bank through which the idea
of an interest rate ‘overlay’ swap was conceived. By December 2010, no
formal response had been received and so the Board presented the World
Bank with two alternatives to the status quo for review:

1. Deposit US$1bn with commercial banks for ~11 months
2. Use an interest rate ‘overlay’ swap to lock in an 11 month fixed rate

On 16 December 2010, the World Bank responded to the Board, advising
that the status quo was their recommended approach.

Hedging prior to execution of the Swap

IFFIm had a balance sheet which was hedged to three month US$ Libor
(3m Libor), in other words IFFIm’s assets earned 3m Libor and IFFIm’s
liabilities paid 3m Libor. This means that IFFIm was protected from gains or
losses resulting from changes in interest rates.

What is the Swap?

An interest rate swap is a contract where two parties agree to exchange (or
swap) floating interest rate for fixed interest rate payments over a set time
period based on a notional amount. In this case, IFFIm contracted to pay
3m Libor (which it receives from the Pool) and receive 0.45375% on a
notional amount of $1bn until November 2011 (about 11 months). That
means IFFIm will receive $4.1m in interest and will pay whatever the 3m
Libor rate is (every 3 months the rate is reset to the prevailing market level).

What is the potential for profit or loss?

'8 Chris Egerton-Warburton
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The final profit or loss on the contract can only be known at expiry because
it depends on the evolution of 3m Libor until November 2011. Looking at the
Swap in isolation, if the average 3m Libor rate to expiry is less than
0.45375% IFFIm will have made a profit; otherwise IFFIm will make a loss.

Height of the
financial crisis

Beginning of the
financial crisis

Scenario lllustrations

The table below shows the resulting profit or loss from different 3m Libor
scenarios.
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The calculations are performed as follows, using scenario 1 (gradually
increasing rates) as an example:

IFFIm receives:

0.45375% on $1bn for 328 days = 328/365 x 1bn x 0.45375% = $4.1m
IFFIm pays 3m Libor:

0.3% until 22 March ‘11 = 3/12 x 1bn x 0.3% = $0.75m

0.45% from 22 March until 22 June ‘11 = 3/12 x 1bn x 0.45% = $1.125m
0.5% from 22 June until 22 September ‘11 = 3/12 x 1bn x 0.5% = $1.25m
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0.65% from 22 September until 15 November ‘11 = 54/365 x 1bn x 0.65% =
$0.96m

Total = US$4.1m
So, in this scenario, IFFIm nearly breaks even.

Scenario 2 - 3m Libor rises more slowly than the market predicted and as a
result IFFIm makes a $1.1m profit

Scenario 3 - 3m Libor rises faster than the market predicted and as a result
IFFIm makes a $1m loss

Scenario 4 - 3m Libor drops to zero at the first reset date in March 2011 and
stays at that level for the remainder of the contract. $3.3m is the maximum
profit IFFIm can make from the swap contract.

Scenario 5 — 3m Libor rises much faster and further than the market
predicted and IFFIm makes a substantial loss of $8.6m. Whilst this is an
extreme illustration of how 3m Libor could move it does not represent the
most IFFIm could lose; interest rates could rise even faster and/or to a
greater extent, in which case the loss would be bigger.

These scenarios show that the Swap is unlikely to generate a gain or loss of
much more than $1m. This is minor in the context of IFFIm’s finances and
needs to be seen in the context of a current positive carry of ~ $7.5m. In
extreme circumstances the maximum gain is US$3.3m whereas the
maximum loss is uncapped.
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How does this fit within IFFIm’s risk management?
Since prior to the Swap being executed IFFIm had a hedged balance sheet,

any change would make the balance sheet partially unhedged i.e. subject to
gains and losses from interest rate moves (as demonstrated above). In
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other words, IFFIm is now taking a view that interest rates will not rise as
fast as the market predicts; if IFFIm is correct it will make a profit.

What was the World Bank’s response?
The World Bank’s view of the three possible courses of action was:

1. Status quo: the World Bank believed that returns of 30-40bp over
3m Libor (~$3m) were possible.

2. Deposit US$1bn with commercial banks for ~11 months: this option
would allow IFFIm to lock in a fixed return but would entail taking on
a substantially greater bank credit exposure than allowed under the
World Bank’s policies. The World Bank would have needed to inform
the rating agencies and regulators had this approach been taken.

3. Use an interest rate ‘overlay’ swap to lock in an 11 month fixed rate:
this option could be implemented by the World Bank within the
prevailing authorisation and was estimated to provide ~20bp
incremental return over the prior 12 months return on the liquidity
portfolio®®.

The World Bank advised that (i) options 2 and 3 involve IFFIm taking an
outright interest rate view and hence having a partially unhedged balance
sheet and (ii) taking an interest rate view is not something covered under
the existing policy or something which they would recommend with any
conviction because of the potential loss and the relatively limited upside
even with a more adventurous policy.

How does the Swap fit within IFFIm’s policiesandt  he TMA?

The process of challenging World Bank advice, requiring more work to be
done on scenarios and making a decision that all parties accept is how
IFFIm has been set up to work and is legitimate and consistent with TMA.

In risk management terms, the World Bank’s advice was that the Swap
presented a less good risk-return profile than keeping the status quo.
However, it was not a substantial enough risk for them to inform the rating
agencies.

This series of events highlights tensions between the commercial instincts
of the Board and the requirement for IFFIm to be a supranational. The

extremely conservative policies of the World Bank are key to IFFIm being
able to fund itself at sub-Libor levels; investors perceive IFFIm as being a

¥ Note that under this option IFFIm does not remove the $1bn from the Pool so it will still receive the
outperformance in addition to the gain or loss on the Swap.
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better credit than commercial banks. Inevitably, if the World Bank’s policies
are to be followed, some opportunities for investing in potentially higher
returns from riskier assets will need to be foregone

The swap was a divergence from the prevailing IFFIm policy but was well
within the IFFIm Board'’s authority.

The point of this case study is to highlight the complexity of decision making
and to allow stakeholders an insight into the policy and decision making
process. It also raises the broader question of which decisions would
represent the significant change of policy direction which donors feel they
would expect to be consulted on (though we do not imply that this should
necessarily have been the case here)

Conclusion

The IFFIm Board were chosen specifically for their expertise in derivatives
and capital markets. There is a trade-off between following the World
Bank’s policies and pursuing higher yielding, riskier investments, which
needs to be considered in light of IFFIm’s standing as a supranational
‘World Bank surrogate’.
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There are a number of capital market risks faced by IFFIm and the World
Bank that are addressed under the IFFIm risk management strategy. The
current policy requires all donor grants and bond issuance to be fully
hedged into US$ on a floating rate note basis. The Treasury Manager is
also required to use a range of measures to reduce or minimise the risks of
adverse effects on IFFIm arising from unforeseen movements in foreign
exchange rates or interest rates. The measures to be carried out on IFFIm’s
behalf include: interest rate and foreign exchange swaps, structured
transactions and spot and forward foreign exchange transactions.

The evaluators have reviewed the policy and practices available to IFFIm
and the World Bank and have concluded that the approach being taken is
consistent with good international capital market practice. The risks faced
and the possible responses are outlined below:

Interest rate risk

IFFIm’s hedging programme was aimed at removing as much exposure to interest rate and currency
moves as possible and is a key requirement for attaining AAA credit ratings. IFFIm hedged its
interest rate and currency exposure by converting the fixed donor pledges and bond issues into US$
amounts with a floating interest rate. The hedged pledges are referred to as ‘dollar zero-coupon
floating rate receivables’ and the hedged bonds are referred to as ‘dollar floating rate payables’ in
IFFIm’s accounts and World Bank documents.

How do the risks arise?

Donor pledges

Initially, IFFIm was exposed to interest rate risk because the present value
(PV) of the future dated donor pledges changes with interest rates. There
are various ways to hedge interest rate risk but the most straightforward and
efficient is to enter into an interest rate swap with an equal but opposite
interest rate exposure.

An interest rate swap is a contract where two parties agree to exchange (or
swap) floating interest rate for fixed interest rate payments over a set time
period based on a notional amount. In IFFIm’s case there are further
complications such as converting the donor pledges into US$ (dealt with
below) and the uncertainty about the eventual size of each donor pledge
due to the high level financing condition (HLFC).

Bond issues

Each time IFFIm issues a bond with a fixed coupon, it acquires interest rate
risk because IFFIm is borrowing at a fixed rate against its (swapped)

278789 - Evaluation of the International Finance Facility for Immunisation, 15/04/11 73



Evaluation of the International Finance Facility for Immunisation
(IFFIm) ANNEXES

floating rate future income. For example, if interest rates go down the sizes
of the future pledge payments go down (so the PV remains constant) but
the liability to pay bond interest remains constant i.e. IFFIm has lost money.

Currency risk

Since IFFIm receives donor payments in a variety of currencies but all its
expenses and disbursements are in US$, it is exposed to the risk that
donation currencies depreciate against the US$ and so IFFIm’s future
income declines.

How does IFFIm hedge these risks?

Pledges

The way IFFIm hedged its interest rate and currency risk on the donor
pledges was to enter into a combined interest rate swap and currency
hedge (a currency swap) which converted the pledges into a fixed US$ PV
which then accretes at three month Libor. In this way, if interest rates
increase, the sizes of the future payments increase (because the accretion
will be at the higher interest rate) such that the PV remains constant and
vice versa if interest rates fall.

Normally, this would be an easy hedge to implement but in IFFIm’s case,
the HLFC makes the hedge more complex because the future foreign
currency amounts to be sold are unknown. After consideration of the pros
and cons of various approaches, the World Bank (WB) advised IFFIm to
hedge its interest rate and currency exposure based on the prevailing level
of recipient country default. When the donor pledges were signed, 4% of
recipient countries had protracted arrears with the IMF so IFFIm hedged
96% of the donor payments, and when the level of arrears dropped to 3%
the hedge was changed to 97% of donor payments.

llustration

Step 1: IFFIm receives fixed future income from the donor governments in a

variety of currencies. The PV of this income is subject to changes in interest
rates and currency moves

Step 2: IFFIm enters into a currency swap with the World Bank (which
hedges with the market on a back to back basis) which converts the donor

278789 - Evaluation of the International Finance Facility for Immunisation, 15/04/11 74

HLSP



Evaluation of the International Finance Facility for Immunisation
(IFFIm) ANNEXES HLSP

pledges into a fixed US$ PV which accretes at three month Libor; IFFIm has
now hedged its currency and interest rate exposure.

Bond issues

Each time IFFIm issued a bond, the risks were hedged in a similar way i.e.
IFFIm entered into a currency swap to convert the fixed coupon bond into a
floating rate US$ bond. Once the fixed coupon bond has been swapped into
a floating rate US$ bond, IFFIm’s pledge income and bond expense are on
a matched basis and IFFIm no longer has interest rate risk®.

Illustration

Step 1: IFFIm issues bonds in various currencies against the fixed US$ PV
of donor pledges. IFFIm now has interest rate and currency risk. As an
example, | will use the ZAR1.7bn 9.9% Uridashi bond issued in March ‘08.

Step 2: IFFIm enters into a currency swap with the World Bank which
converts the ZAR1.7bn 9.9% coupon bond into a US$222.8m bond paying
three month Libor -40.

% |n IFFIm’s accounts and elsewhere the interest rate hedging is referred to as “..... swapped sovereign
pledges into dollar zero-coupon floating rate receivables....” which simply refers to the variable sized
payments.
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Step 3: Effectively, the World Bank has stepped in between IFFIm and the
bond investors to convert the foreign currency fixed coupon bond issue into
a floating rate US$ bond issue.

It is worth noting that (for normal market size):

an interest rate swap executed at market rates has zero value at
execution since the future path of interest rates is unknown

a currency swap equally has zero value at execution because future
fx moves are unknown

a currency swap does not change the timing of when IFFIm receives
the pledges, only the currency and the final amount

So normally there would be no cost or premium to hedge (other than the
World Bank intermediation charges) but in IFFIm’s case, there was a cost to
executing the currency swap transaction because of its size; the executing
bank gave a guaranteed price but charged a fee for taking the risk of
hedging themselves in the market over a number of days.

Hedge execution

Three options to deal with the uncertainty in hedging were proposed by the
World Bank:
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1. Fully hedge current donor pledges

Under this option, IFFIm would fully hedge all donor receipts subject to the
prevailing level of IMF arrears i.e. 96% of donor pledges at inception (there
was a 4% level of arrears). The advantages of this option are that it
comprehensively hedges IFFIm’s exposure at minimal cost and protects the
GRL from interest rate and currency movements. The principal
disadvantage is that if the level of IMF arrears were to materially increase
IFFIm could be exposed to gains or losses on the over-hedge.

2. Hedge expected pledge receipts using swaps and the balance with
swaptions

This option addresses the over-hedging risk in option 1 by hedging
expected pledge receipts, say 85% (this level can be calculated according
to a desired confidence level), with swaps and the balance with swaptions
(an option to enter into a swap). While this option provides for perfect
hedging, the cost of the swaptions on 15% of donor pledges was estimated
by the World Bank at ~$35m in September 2006.

3. Hedge expected pledge receipts

Only expected pledge receipts are hedged i.e. 85% as in option 2 with the
remainder being left unhedged. This option addresses the overhedging risk
in option 1 and the cost issue in option 2 but leaves 15% of IFFIm’s assets
subject to interest rate and currency movements. As a result, if IFFIm
borrowed up to the maximum GRL, the limit could be breached simply
through currency and/or interest rate moves and so an extra cushion
(estimated at $100m) would have been needed to manage this risk.

The World Bank recommended (and the IFFIm board accepted) that option
1 be chosen because it provided the best match between assets and
liabilities. The GRL would be almost fully protected from interest rate and
currency moves, it is the least costly approach and is operationally the least
complex to implement.

In addition to the hedging strategy, IFFIm also needed to decide on the
execution timing for the hedge; because the donor pledge amounts were
large compared to the normal market size (especially for longer maturities)
IFFIm needed to choose between taking currency risk (if hedges were
executed over a number of days according to market capacity) or execution
risk (if the hedges were fully executed on the Effective Date). The execution
risk was magnified by the potential for front-running by other market
participants who would have known both the size and the timing of IFFIm’s
need to hedge from statements made by Gordon Brown.

In essence, the decision on when to execute the hedge was a choice of
providing immediate certainty on the value of IFFIm’s assets or potentially
achieving better pricing. There were a number of reasons why IFFIm chose
to execute their entire hedge on the Effective Date:
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- Losses could have been significant if the hedges had been executed
over a number of days; statistically, one day’s move was predicted
by the World Bank to be 0.83% but a major unforeseen event could
have had a much bigger effect. Although there is cost associated
with pricing certainty (the banks executing the hedge need to be
paid to assume the market risk) it is a known cost and guarantees
that IFFIm is not exposed to significant losses due to unforeseen
market volatility.

- Hedging on the Effective Date would ensure that the value of
IFFIm’s assets is consistent with the donor voting share, which was
calculated using rates on the Effective Date.

Donor pledge receivables are recognised on IFFIm’s balance sheet using
spot foreign exchange rates on the Effective Date and the discount factor is
calculated using interest rates from that date. All derivatives are recognised
on the trade date; if the hedges had been executed over a number of days,
any gains or losses during the hedging period would have had to be
recognised in the income statement.

Summary

Whilst a hedging strategy involving swaptions for part of the hedge would
have made money, at the time the hedges were executed this could not
have been known. Equally, with the benefit of hindsight, under-hedging
IFFIm’s interest rate exposure would have made money, however (i) taking
a view on interest rates with IFFIm’s assets is not consistent with
supranational status and (ii) at the time the hedges were executed, under-
hedging interest rate exposure had the same probability of a loss or a gain.

Note on the basics of Interest rate risk — The Time Value Of
Money

In order to understand interest rate risk, one must first understand the time
value of money. The value of money in the future is less than the value of
money today; you would clearly rather have £100 today than in 10 years
time because you could invest £100 received today so that in 10 years time
it would be worth more.

Example: £100 received today could be invested in government bonds and
your £100 would grow by the value of the interest paid each year. Let’s
assume that we have £100 to invest for 10 years, government bonds pay an
interest rate of 5% and the interest income is re-invested each year:

Year 1

Value of £100 after 1 year invested at 5% = £100 x (1 + 5%) = £105
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Year 2

Value of £100 after 2 years invested at 5% = £105 x (1 + 5%) =
£110.25

Year 3

Value of £100 after 3 years invested at 5% = £110.25 x (1 + 5%) =
£115.76

and so on until after ten years, the value is £162.89.

From the above it is clear that if interest rates are 5% then £100 today is
exactly the same as £162.89 received in 10 years time. This process can be
extended by as many years as necessary and can incorporate different
interest rates for different time horizons. The terminology used to describe
the different values is:

Present Value (PV) = value today of future cash flows
Future Value (FV) = value of cash invested today at a date in the future

Discount Factor (DF) = the scaling factor which accounts for the change in
value between different times

In IFFImM’s case, this means that the donor pledges which are to be received
over 20 years are worth less today than their nominal cash value i.e. the
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$5.2bn of original donor commitments over 20 years were worth $3.2bn in
September '06. The $2bn difference in value is not a cost; it is simply the
difference between expressing the value of donor commitments in two
different ways.
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IFFIm has two significant sources of credit risk exposure; the level of recipient
countries protracted arrears with the IMF and donor countries - either if they are
downgraded by the rating agencies or if their political commitment changes. From
the market’s perspective, the credit risk of IFFIm’s bonds is a product of both high
grade sovereign risk and emerging markets risk. Most of this risk is unhedgable by
IFFIm either because of political sensitivities or cost so it must therefore be borne
by IFFIm and IFFIm’s bond investors. There are however reasons to believe that
these risks are quite small and unlikely to be a problem for IFFIm or IFFIm’s
investors.

It is important to understand that from the markets perspective, an
investment in IFFIm bonds involves taking on the product of high grade
sovereign risk and emerging markets risk; IFFIm’s income has high grade
sources but it is nonetheless subject to the credit risk of a basket of
emerging markets recipient countries. The GRL is hecessary to overcome
the risk of recipient country default; without it IFFIm would not be rated AAA.

Donor risk

Donor credit risk manifests itself in two ways; firstly the risk that the political
commitment to continue contributions to IFFIm diminishes due to increasing
pressure on financial resources and secondly that donor countries credit
ratings are downgraded further.

The risk that political commitment to IFFIm diminishes is real but unlikely to
impact existing pledges; more likely is that increased commitments would
not be forthcoming. It should be noted however that, as pointed out by the
rating agencies, a donor could default to IFFIm without precipitating a wider
sovereign default.

A bigger risk to IFFIm is that donor countries, especially France and the UK,
are downgraded by the credit rating agencies. All the rating agencies have
specifically said that their rating of IFFIm is linked to the ratings of France
and the UK since they are the majority contributors. Should IFFIm not be
rated AAA or the equivalent by two of the three major agencies, it would no
longer be able to fund GAVI programmes. Equally, the cost of IFFIm issuing
debt would materially increase.

The way for IFFIm to hedge the risk of donor rating downgrades is to buy
credit protection in the form of CDS (credit default swap — basically
insurance against default). The problems with this approach are (i) it is
costly, (i) it is imprecise (the correlation between a ratings downgrade and
CDS price is not perfect) and (iii) it would likely be unpopular with donor
countries.
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Recipient countries

Due to the HLFC, it is clear that IFFIm is subject to the credit risk that
recipient countries enter protracted arrears with the IMF and hence IFFIm’s
income diminishes. There is no effective way to hedge this risk within
IFFIm’s remit in the open market (it would be far too expensive); the only
way to obtain a hedge would be for a creditworthy institution or government
to guarantee a maximum level of arrears either at a highly subsidised rate
or as a form of donation.

There are reasons to argue that IFFIm should not pay to hedge this risk
since the incidence of protracted arrears to the IMF is far lower and more
visible today than during the past. Historically, the highest number of
countries in arrears at any one time was 11, in both 1988 and 1989 (which
would have equated to a reduction of 17% in donor grants) however, as
S&P points out in their rating of IFFIm:

‘Reasons to expect that the payment performance of IFFIm-eligible
borrowers from IMF will continue to be better than in the distant past
include:

- The debt burdens of many of the IFFIm-eligible countries have been
sharply reduced by the Heavily Indebted Poor Countries and the Multilateral
Debt Relief initiatives.

- There is greater tendency now to provide the poorest countries with grants
instead of concessional debt.’

Also, the rating agencies point out that the IMF enjoys ‘preferred creditor
status’ which reflects the IMF’s status as the lender of last resort. The order
in which countries tend to default on debts is: Eurobonds followed by
multilateral development banks and lastly the IMF. Fitch quantifies this
effect in their March 2008 research:

“The weighted average sovereign rating of the recipient country pool has
risen to ‘B’ from ‘B-‘. However ....... including credit uplift to reflect the IMF’'s
“preferred creditor status” remains at ‘BB’ ...... 8

It should be noted that both of the above risks become more acute later in
the life of IFFIm; once the funds that IFFIm raised have been spent and
grants are used predominantly to service debts, IFFIm will have fewer
options to refinance / reschedule.
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Pledge processing : whilst this role is administrative in nature it is
nonetheless an essential function the importance of which is often
underestimated. Government departments are unused to financial
transactions and the complexity and size of payments to IFFIm add
to the level of apprehension. Significant amounts of time are
required to ‘for donors hand holding’ to deal with individual
requirements.

For example when the Spanish government overpaid one of their
pledge payments (they didn’t reduce the payment to take account of
the HLFC and then wanted a refund for the excess). IFFIm cannot
pay money back to donors, so a lengthy discussion took place to
find a resolution. Situations such as this mean that donor payment
processing cannot be automated and requires considerable human
interaction.

As well as process the pledge payments, the World Bank also needs
to monitor the correct receipt of payments (taking into account the
HLFC) and pursue any late or missed payments (there has been at
least one late payment). Should a donor wish to modify the schedule
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of its payments, the World Bank must perform the necessary
calculations to ensure the PV is maintained. For calendar years
2008 and 2009 the cost of donor pledge management was $50k and
was estimated to be $80k for 2010.

This role is a combination of calculation agent and paying agent and
could, in theory, be outsourced to a commercial service provider
(there are companies that specialise in this type of service) but it
would introduce operational risk and credit risk into IFFIm’s
structure. Pledge processing is a key point of contact between IFFIm
and the donors and there are few institutions that have a
comparable depth of experience of interacting with donors.

Sole hedging counterparty : the World Bank’s role includes hedge
execution, monitoring and adjusting hedges, managing IFFIm’s
market counterparty exposure, managing collateral and managing
bond underwriters. In this capacity the World Bank act as a ‘financial
filter’ converting all the cashflows into and out of IFFIm in various
currencies and tenors into clean US$ 3m Libor flows. Credit strength
is very important for this role; having a non-AAA rated Treasury
Manager would introduce credit risk into IFFIm’s structure and could
jeopardise its AAA ratings.

Capital markets advisory: develop a funding strategy, manage the
execution of bond issues, prepare offering documentation, negotiate
listing requirements, acquire regulatory approvals and full rating
agency advisory services. This is a role which could certainly be
outsourced to a commercial bank without introducing operational or
credit risk, but the cost for this service alone would likely be a in
excess of the World Bank’s annual fee. By way of illustration,
underwriters of the inaugural bond charged $1m for the execution.

Investment management : actively manage IFFIm’s liquid assets so
that the minimum liquidity requirement is always met, enough
liquidity is being carried to ensure disbursement requests from the
GFA can be met and the assets generate a return to offset the cost
of borrowing. Before a disbursement can be authorised the World
Bank must verify that enough funds are available and that IFFIm is
still in compliance with the GRL.

There are many benefits to IFFIm participating in the World Bank’s
Trust Fund Libor Pool but one of the biggest benefits for IFFIm’s
financial efficiency is the enhanced liquidity. If IFFIm had had a
standalone account during the financial crisis, liquidating
investments might have incurred losses or not have been possible at
all.
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Risk management : the World Bank advises on appropriate hedging
strategies, executes the hedges and monitors the ongoing risk
exposures including the GRL model. The rating agencies made clear
that they viewed the World Bank’s stewardship of the GRL as a
critical element underpinning IFFIm’s AAA ratings. It would be
difficult to outsource the risk management function without
jeopardising IFFIm’s AAA ratings.

Middle office / compliance : the World Bank manages the
settlement process for all transactions, monitors compliance with
market rules and prepares a reporting package for UK and US
GAAP. Although under the TMA the World Bank was not engaged to
provide advice on accounting policy, in practice substantial advice
and technical support was given.

IT systems : the complex nature of IFFIm requires specialist
systems to track and report the cash flows and transactions; no
other international trust fund at the World Bank issues bonds,
especially under two different sets of accounting rules.

At inception of IFFIm it was hoped that further IFFs would be created
and so the World Bank heavily subsidised the cost of developing its
systems (80% subsidy on treasury systems and 50% on trust
account systems). It is beyond the scope of this evaluation to form
an opinion on whether the development costs could or should have
been lower. However, there was a clear need for some systems
development work to handle IFFIm and at the time when the
decision was made to invest in systems the clear expectation was
that the cost would be spread over additional IFFs.

It would be possible to outsource the systems support and reporting
function but (i) the fixed cost of systems development would need to be paid
again, (ii) the running cost would likely be higher than the World Bank’s
charges and (iii) it would introduce operational risks due to system
incompatibility between service providers.
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Annex 18: Modelling the Impact of Frontloading and Herd
Immunity using the LIST Model:

An lllustrative Example — Bangladesh and Rotavirus

Using Rota Virus and Bangladesh as an illustration — current coverage =

0

Assume fixed budget of $65m

The $65m can be frontloaded (or not) in many different ways (see figure)

$ m per annum

Different Degrees of Frontloading
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At expected vaccine prices this could “buy” the following coverage
(assuming this is the only funding source available)
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Using the List model — this would avert the following number of deaths
according to the LiST model (compared to the without case — which is zero
coverage)
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The model suggests that frontloading actually results in less deaths averted
in later years and less deaths averted than in the less frontloaded
approaches.

This is, in part, due to the fact that vaccine prices are assumed to be the
same irrespective of the scenario and, therefore, that a larger share of
vaccines are being bought at higher prices under the frontloaded scenario
than on the less frontloaded scenarios. This assumption is likely to be
unrealistic as one of the aims of frontloading is to send the markets signals
needed to actually bring prices down. If prices are reduced considerably the
impact of the frontloaded model becomes more favourable (shown in figure
above as “very high — price reduction” scenario).

We would conclude from this that the impact on vaccine prices is a crucial
element in determining whether frontloading has positive health benefits.
This illustration suggests that the price impact may need to be quite
substantial and occur quite early.

The other issue to consider is herd immunity . The evidence base on how
strong this is, and the coverage levels at which it begins, is extremely weak.
What we have done is take a range of possible coverage rates at which
herd immunity kicks in. The table below sets out the assumptions. We look
at 5 scenarios from a very high herd immunity effect (beginning at 50%
coverage) to a very low effect (where herd immunity does not start until 90%
coverage is reached. The table below sets out the effective coverage rates
(including herd immunity) in relation to the actual coverage rate. We
assume they increase linearly. We then use the LiST model to assess the
impact of herd immunity

Coverage (%) Very High High Medium Low Very Low
50 51 50 50 50 50
55 61 55 55 55 55
60 71 61 60 60 60
65 81 71 65 65 65
70 91 81 71 70 70
75 100 91 81 75 75
80 100 100 91 81 80
85 100 100 100 91 85
90 100 100 100 100 100
95 100 100 100 100 100
100 100 100 100 100 100

(same shown in chart form)

278789 - Evaluation of the International Finance Facility for Immunisation, 15/04/11 88

HLSP



Evaluation of the International Finance Facility for Immunisation 2 % 9)
(IFFIm) ANNEXES HLSP

Impact of Herd Immunity in the High Frontloading

Scenario
6,000
5,000 B With Herd
Immunity
4,000
b ENo Her_d
‘é 3,000 Immunity
©
£ 2,000
"Es' 1]
S
1,000
-1,000

As the chart below shows if the high herd immunity scenario is used herd
immunity does have a modest effect on deaths averted — but it is not
sustained in this scenario as it only models frontloaded funding which tails
off by 2014.

Overall Conclusion

The impact of frontloading on health outcomes is influenced by the interplay
of a number of factors. In short — it should not be assumed that frontloading
will automatically improve health outcomes — a strong herd immunity effect
and reduced vaccine prices (if resources and scarce/fixed) make a positive
impact more likely.
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Introduction

In this section we summarise our evaluation of IFFIm’s performance on
advocacy and communication.

The evaluation maintains a focus on advocacy and communication that
directly relate to IFFIm. Given IFFIm’s role in meeting the funding
requirements of GAVI, the evaluation considers the wider role of GAVI in
communicating and advocating IFFIm’s objectives.

The framework for the evaluation of advocacy and communication focuses
on the extent to which advocacy and communication supports IFFIm’s
institutional goal in raising long term, predictable finance for immunisation.
It determines the objectives of advocacy and communication interventions
and considers the tactical efforts that have been taken to achieve these
objectives.

IFFIm’s success in raising frontloaded, predictable finance for immunisation
is not in itself an indicator of the success of advocacy and communication
interventions. It is a proxy indicator, as it cannot necessarily be proven that
tactical efforts taken in advocacy and communication were themselves
responsible for this success. The most robust method of evaluating
advocacy and communication is to conduct a Knowledge, Attitudes and
Practices (KAP) survey across all of the target audiences and stakeholder
groups IFFIm seeks to influence. This ensures perceptions and awareness
can be benchmarked and used as a direct indicator to measure
communication inputs.

In the absence of a KAP survey, we evaluate the tactical efforts themselves,
using factors such as audience perception, the quality and reach of media
coverage, the alignment of messages with desired outcomes, audience
focus and the effectiveness of the structures used to manage and delivery
advocacy and communication. In this way, we can pinpoint whether there
are concerns with the process, production or dissemination of advocacy and
communication efforts.

The table below sets out the principal evaluation questions examined. We
consider each question in turn before bringing the analysis together to draw
conclusions about whether advocacy and communication have achieved
added value and to draw lessons for future development. Information for
this evaluation was drawn from a range of sources and interviewees from
across the evaluation team. These include donors, investors, the IFFIm
Board, the GAVI Secretariat, including all key communication and advocacy
staff, and partner organisations.

278789 - Evaluation of the International Finance Facility for Immunisation, 15/04/11 90



Evaluation of the International Finance Facility for Immunisation

(IFFIm) ANNEXES HLSP
2. What is the approach to investor-focused advocacy and communication?
3. What is the approach to donor-focused advocacy and communication?
4. Have the messages and communication content been developed
effectively?
5. Have audiences been addressed and nurtured effectively?
6. Have the structures to manage and delivery advocacy and communication

been effective?

7. Have the tactical efforts and tools to deliver advocacy and communication
been effective?

8. To what extent have advocacy and communication enabled IFFIm to
realise its goals?

1. Objectives of IFFIm advocacy and communication

This evaluation finds that, whilst IFFIm communicat ion objectives are
clear and the tools and tactics to achieve these ob  jectives are specific,
with the exception of media coverage reports, commu nications efforts
appear to lack an evidence base for the approaches that have been
selected. Further, there are no clear indicators ag  ainst which
performance of communication and advocacy inputs ca n be
measured.

1.1 Respondents to this evaluation have noted that an original purpose
of IFFIm was the need to “keep a conversation going beyond Gleneagles”.
From an advocacy perspective, IFFIm itself was a mechanism to present
and discuss with donor countries their aid commitments. As the model
developed, IFFIm became an innovative financial instrument to leverage
long term donor commitments specifically for immunisation using liquidity to
attract the investor community. IFFIm therefore, has the dual focus of
appealing both to donors and to potential investors. Their behaviour, both
in making long term financial commitments to IFFIm (donors) and in being
attracted to purchase IFFIm bonds (investors) is critical to IFFIm’s success.
Seen in this way, advocacy and communication is central to the effective
operation of IFFIm.

1.2 The objectives of IFFIm’s advocacy and communication are seen in
the context of meeting GAVI's funding goal. Therefore, advocacy and
communication has to generate awareness and support among audiences
whose decisions and actions can support this goal. The objectives of IFFIm
advocacy and communications are therefore largely behavioural. In the
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context of supporting IFFImM’s success, advocacy and communication
therefore have two main objectives:
To create visibility among the investor community leading them to
purchase IFFIm bonds
To maintain and gain donor confidence and support in committing
funds to IFFIm.

The IFFIm communications plan (2010) list its communication objectives
as:
Raise visibility of IFFIm among investors as a responsible
investment opportunity
Further establish IFFIm’s success and give credit to existing IFFIm
donors
Raise awareness among potential donors
Educate and inform actors in the development, governmental,
finance and health arena
Anticipate and mitigate risks to IFFIm
Increase visibility of IFFIm and GAVI among the population-at-large
as possible investors in IFFIm bonds, supporters of their
governments and donors to IFFIm and GAVI and possible donations
directly to GAVI
Promote the IFFIm Board and Board Chair Alan Gillespie in their
role as leaders of this innovative financing initiative.

13 The expected outcomes of communications and media interventions
for IFFIm are identified as:

Increased visibility of IFFIm in the media

Sustained support among IFFIm donors

Awareness among potential donors

Raised levels of awareness and support among IFFIm investors
Donors and other stakeholders providing funding to GAVI either
directly or through IFFIm.

What is unclear from the Communications and Media Relations Plan is how
these outcomes are to be measured in terms of the communications inputs
that have been designed to achieve them.

1.4 The communication tactics and materials listed to deliver these
objectives and outcomes are:
Speakers’ bureau — opportunities for IFFIm advocates to speak at
relevant events
Press materials — improving materials to reflect progress and results

2 |FFIm Communications and Media Relations Plan 2010
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IFFIm website — development and integrating content of GAVI and
IFFIm sites

IFFIm updates - approximately annual publications reflecting
progress and results

S