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Research Update:

Outlook On International Finance Facility for
Immunisation Revised To Negative; 'AA/A-1+'
Ratings Affirmed

Overview

* International Finance Facility for Inmunisation (IFFIm is a funding
vehicle for the GAVI Alliance (formerly the "d obal Alliance for Vaccines
and | nmuni sation", GAVI). Wiile we assess that donor governnents
willingness to support IFFImw Il remain strong, the outcome of the GAVI
repl eni shment early next year could informour view of the ongoing policy
i mportance of IFFIm positively or negatively.

* W revised the outl ook on France to negative on Cct. 10, 2014. France is
| FFIm s second-1| argest donor government, representing nore than
one-quarter of IFFImM s total expected future cash receipts.

e W are revising our outlook on IFFImto negative and affirmng the | ong-
and short-term'AA A-1+ issuer credit ratings.

» The negative outl ook reflects our view of potential downside risks that
we believe could dimnish the credit quality of IFFIm s grant receivables.

Rating Action

On Nov. 14, 2014, Standard & Poor's Ratings Services revised the outl ook on
the International Finance Facility for Inmunisation (IFFIm to negative from
stable. At the sane tine, we affirmed the issuer credit ratings at 'AA A-1+'.

Rationale

The outl ook revision reflects our view of potential downside risks that could
wei gh on the capacity and willingness of donor governments to honor their

pl edges to IFFIm On Oct. 10, 2014, we revised to negative the outl ook on
France, IFFImM s second-| argest donor governnent, representing nore than
one-quarter of IFFImMs total expected future cash receipts.

However, |FFImcould have a significant role to play in the fight against the
ebol a epidem c--and thereby reinforce its role--if manufacturers manage to
devel op an approved vaccine and | FFlm energes as the vehicle of choice to
finance its distribution to poor countries. Al so, in January 2015 we expect
donors to announce their potential commtnents to GAVI and | FFImfor 2016-2020
during the second replenishment of the program W anticipate the bulk of the
contributions for the second replenishnent will come from existing donors.

IFFImis a nultilateral institution established as a charity in the UK in
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2006. Its purpose is to fund the imunization and vacci ne procurenent prograns
of GAVI, a public-private partnership whose nmenbers include the Wrld Health
Organi zation, the U N Children's Fund, International Bank for Reconstruction
and Devel oprment (I BRD, conmonly referred to as the Wrld Bank), the Bill and
Mel i nda Gates Foundation, governments of both devel opi ng and industrialized
countries, research and health institutes, vaccine producers, and civil

soci ety organi zati ons.

The ratings on IFFImreflect our view of the comitment of its highly rated
contributors to its nandate of supporting child inmunization prograns in the
worl d's poorest countries. Wile we believe donor governnments' wllingness to
support IFFimw Il remain strong, the outcone of the GAVI repl enishment early
next year could informour view on the ongoing policy inportance of |FFIm
positively or negatively. In addition, general elections are to be held in
2015 in the U K The rise of UKIP, a right-wi ng populist party that advocates
a dramatic reduction in foreign aid, nmight affect the support of IFFIms

| argest contributor as mainstreampolitical parties risk catering to populism

| FFI m has been an inportant source of funding for GAVI since 2006. During
2006- 2013, it provided 39% of GAVI contributions. Through raising debt against
future Oficial Devel opment Assistance (ODA) for vaccinations, |FFImhas

all owed GAVI to accelerate its imunization prograns. Having reached a greater
critical mass, GAVI is now entering into steadier territory for vaccinations
and support for public health, inmplying less reliance on |IFFImfor
front-loading funding. We note, however, that IFFImw Il still disburse funds
to GAVI throughout the Ilife of its borrowi ng program extending through to
2030.

Under our criteria, we determ ne support for IFFImby evaluating the support

of IFFImM s strongest contributors. The U K is the largest contributor; it has
pl edged nore than 50% of the funds still to be received by |FFIm France

follows, with close to 27% of pledges. O her highly rated contributors include

Australia, Norway, The Netherlands, and Sweden with respectively slightly Iess

than 5% 3% 2% and 1% of the ODA to be received. Other contributors are Italy
(with 8%, Spain (3%, and South Africa (less than 1%.

| FFI m oper ates by issuing bonds, backed by soverei gn governnent conmtnments,
to provide annual grants over two decades and by di sbursing the bond proceeds
to GAVI to fund its progranms. This not only front-loads GAVI's funds, but also
enhances its ability to provide multiyear grants to recipient governments.
|FFIm woul d be at risk if countries in a reference portfolio, representing 72
of the world's poorest nations, go into protracted arrears to the IM~. If this
happens, contributor governments are released froma portion of their
schedul ed annual paynents under their pledges, which neans that fewer funds
will be available to reinburse IFFIm s debt hol ders.

To neasure | FFIm s risk-adjusted | everage, we cal culate the coverage of the
out st andi ng debt by pl edges from hi ghly-rated soverei gns under a severe stress
scenario. This coverage ratio inproved to 1.7x as of Cct. 31, 2014, conpared
to 1.2x as of year-end 2013, due to debt maturing and absence of new i ssuance.

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT NOVEMBER 14, 2014 3

1369401 | 300923941



Research Update: Outlook On International Finance Facility for Immunisation Revised To Negative; 'AA/A-1+'
Ratings Affirmed

When assunming that IFFImw |l increase its gearing in the conming six years to
reach a linmit agreed with the IBRD, this ratio decreases to 1.2x by 2020. Cur
coverage ratio includes only pledges fromcontributors rated at the |evel of

| FFl m or above (that is, currently rated ' AA' or above). When excl udi ng
France, we expect the ratio to fall below 1x as of year-end 2014. A ratio

bel ow 1x indicates a shortfall of highly rated pl edges under our severe
econom ¢ stress scenario (see appendices to our criteria "Understanding
Standard & Poor's Ratings Definition" for exanples and specifications of a
severe ' AA'" stress scenario). Under this scenario, we estinate that a portion
of countries included in the IFFimreference portfolio would enter in
protracted arrears with the IM-, and I FFIm s soverei gn pl edge receivabl es
woul d therefore decrease accordingly.

| FFIm s board of directors has established its own linmt for maxi num gearing
using different assunptions. IBRD calculates this ratio for the board at | east
quarterly. In 2013, IBRD introduced an additional risk managenent buffer in
this calculation, due to its large uncollateralized swap exposure to | FFIm
Under this fornmula, IFFImMs maxi numgearing ratio is currently set at 57% The
actual gearing ratio has been significantly below this limt--at about 40% for
the past five years--but we expect IFFImto gradually gear up toward that

limt by 2020.

Al t hough | FFI m had previ ously experi enced paynent del ays from severa
contributors, we also note that all payments have been received in full as of
Cct. 31, 2014. Del ays of nore than a few days have generally arisen from
donors rated | ower than | FFIm W consider the rare delays fromhighly rated
countries to have been admi nistrative in nature and not to have reflected the
contributors' ability or willingness to support |FFIm

IFFImal so incurs rollover risk as its debt financing is for shorter tenors
than its receivable pledges. To allay part of this funding risk, |IFFIm
maintains a mnimumliquidity equivalent to its cumulative contracted debt
service paynments for the next 12 nonths. In addition, the nanagenent can stop
di sbursements if the 12 nonths' debt service is not covered. |IBRD recal cul ates
and resets this limt quarterly. At Dec. 31, 2013, cash and funds held in
trust totaled $1,025 nillion

Outlook

The negative outl ook reflects potential downside risks that we believe could
dimnish the credit quality of IFFIm s grant receivables.

We could stabilize the ratings if risk-adjusted | everage were commensurate
with the rating level. This could occur, for exanple, if we were to revise the
outl ook on the long-termrating on France to stable. W could also stabilize
the ratings on IFFImif we assessed its policy inportance as reinforced, for
exanpl e follow ng a successful second repl eni shnent in which a |arge
proportion of GAVI pl edges was nade to | FFIm
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We could lower the ratings on IFFImif highly rated contributors were to
reduce their support (say by falling into arrears on donor grants); if
substantially nore grant-recipient governments go into protracted arrears to
the M, if | FFImexperiences funding pressure; or if we were to | ower the
sovereign credit ratings on France. The latter would inply our risk-adjusted
coverage ratio falling below the threshold required to naintain the rating at
the current level in our stress scenari os.

Related Criteria And Research
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Rati ngs Met hodol ogy, Nov. 26, 2012
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Ratings Affirned; CreditWtch/ Qutlook Action
To From
International Finance Facility for |munisation
Sovereign Credit Rating
Forei gn Currency AA/ Negativel/ A-1+  AA/ Stabl e/ A- 1+
Seni or Unsecured AA AA

Conplete ratings information is available to subscribers of RatingsDi rect at
www. gl obal creditportal.comand at spcapitalig.com Al ratings affected by
this rating action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com Use the Ratings search box located in the |eft
colum. Alternatively, call one of the follow ng Standard & Poor's nunbers:
Client Support Europe (44) 20-7176-7176; London Press Ofice (44)
20-7176-3605; Paris (33) 1-4420-6708; Frankfurt (49) 69-33-999-225; Stockholm
(46) 8-440-5914; or Mscow 7 (495) 783-4009.
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