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Research Update:
International Finance Facility for Immunisation

'AA+/A-1+' Ratings Affirmed; Outlook Remains
Negative

Overview

 Standard & Poor's has conducted its review of the financial condition of
the International Finance Facility for |munisation (IFFIn).

e Qur ratings on IFFImreflect the commtnent of its generally highly rated
donor countries.

W are affirm ng our ' AA+/ A-1+ ratings on | FFIm

e The outl ook renmains negative, reflecting the negative outl ooks on nany of
| FFI M s donor countri es.

Rating Action

On May 21, 2012, Standard & Poor's Ratings Services affirnmed its ' AA+ A- 1+
[ ong- and short-termissuer credit ratings on the International Finance
Facility for Imunisation (IFFIn). The outl ook remains negative.

Rationale

The rating affirmation follows Standard & Poor's review of IFFIms draft (and
t heref ore unaudi ted) year-end Dec. 31, 2011, financial statenments. The ratings
reflect the commtnent of IFFImMs generally highly rated donor countries to
its conpelling mandate of supporting child inmmunization prograns in the

poor est devel opi ng countries.

IFFImis a UK -registered charity. Its purpose is to accelerate the funding
of the imruni zati on and vacci ne procurenent progranms of GAVI Alliance (GAVI),
a public-private partnership whose mssion is to increase inmunization in the
worl d's poorest countries. GAVI's nenbers include the Wrld Health

Organi zation (WHO, the U N Children's Fund (UNICEF), the International Bank
for Reconstruction and Devel opnent (IBRD), the Bill and Melinda Gates
Foundati on, governnents of both devel oping and industrialized countries,
research and health institutes, vaccine producers, and civil society

or gani zati ons.

| FFI m operates by issuing bonds on the basis of |egally binding commtnents by
soverei gn governnents to provide annual grants over a nunber of years. IFFIm
relies on these grants for its own debt repaynment. |FFImthen disburses the
proceeds to fund GAVI's prograns in nore than 50 of the world' s poorest
countries. This nmethod of operation provides greater funds to GAVI in the near
termthan woul d ot herwi se be possible, and it enhances GAVI's ability to
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provide nmultiyear grants to recipient countries.

Standard & Poor's views donor support for GAVI, and thus for IFFIm as strong.
Al t hough | FFI m has experienced short paynent del ays on pl edges froma few
donors, we consider these delays to be adnministrative and not reflective of
the donors' ability or willingness to support this funding vehicle for GAVI.
We note that since the U K, Italy, France, Spain, Sweden, and Norway
established IFFImin 2006, three nore governnents have made pl edges: South
Africa, the Netherlands, and Australia. Together, these pledges total nearly
US$6. 3 billion.

To reduce foreign exchange exposure of grants, which are made in the donors

| ocal currency, and to transformfixed-rate borrowings into floating rate,

| FFI m has conducted a series of |ong-dated swap agreenents with the IBRD, its
treasury manager and uni que derivative counterparty. G ven the duration of

t hese agreements and that different yield curves are used to calculate the
mar k-t o- mar ket exposures, the aggregate net payabl es under these swaps can
vary substantially. W understand that these exposures should narrow to zero
over the life of the contracts. W expect that these exposures will not entai
| FFI m havi ng rel ated cash requirenents or posting counterparty coll ateral
which could affect its ability to disburse funds to GAVI

IFFIm s ability to disburse funds to GAVI could also be affected by a ratings
trigger that calls for IFFImto curtail new program payments to GAVI if two of
the three credit rating agencies that rate IFFIm Il ower their ratings bel ow
"AAA . W believe that IFFImw Il take steps to renove this trigger fromits
Fi nance Franewor k Agreenent.

Finally, IFFimis at risk if its eligible grant-recipient countries go into
protracted arrears to the International Mnetary Fund (I MF). Donor countries
are released froma portion of their schedul ed annual paynments under their

pl edges, the anmpunt depending on the extent to which IFFImeligible countries
are in protracted arrears to the IM- (late nore than six nonths). The nodest

| evel of gearing of IFFImat 42%as of March 31, 2012, mitigates this risk.

| FFI m conput es gearing as the anobunt of its financial obligations (excluding
derivatives payable) divided by the net present value of expected paynents
from donors.

Outlook

The outl ook is negative, reflecting the negative outl ooks on several of

| FFI M s donor countries. If we were to |lower nore of the ratings on IFFIms
donor governnents--particularly the U K or France, its |arger donor
governments--or our ratings on the IBRD, we would | ower our rating on | FFlmas
well. In addition, downward pressure on the ratings could arise if
substantially nore beneficiary governnents go into protracted arrears to the
IMF, or if |IFFImgearing approaches the 70%linmit the board of directors has
set. On the other hand, if the ratings on IFFIm s donors stabilize and if, in
our view, other risks dimnish, the rating on IFFImcould stabilize as well.
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Related Criteria And Research

* International Finance Facility for Inmunisation Rating Lowered To ‘ AA+',
Qut | ook Negative, Jan. 17, 2012
e Criteria For Rating Multilateral Aid Agencies, July 6, 2009

Ratings List

Ratings Affirmed

International Finance Facility for |munisation
Sovereign Credit Rating AA+/ Negati ve/ A- 1+
Seni or Unsecured AA+

Conplete ratings information is avail able to subscribers of RatingsDirect on
the @ obal Credit Portal at www gl obal creditportal.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

col um.
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