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Key Takeaways

The mobilisation of sustainable finance instruments by African countries is
accelerating, but their potential for use of proceeds (UoF) structures is being
leveraged to earmark funds for health-elated expendiitures. They benefit from
infernational standardls, market familiarity and a strong track record among
African issuers.

*

Health-linked instruments provide flexibility in the UoP and fie financing costs o
achieving predefined healthrelated performance fargets. The instruments
promote shared accountability across the Ministry of Health (MoH) or the

Ministry of Finance (Mof), but require complex structuring and calibration of
fargets.

*

Impact bonds can also link financial returns fo health outcomes and attract
additional fundling, though at a smaller scale.

*

The successful design and execution of all these financing instruments will
depend on a strong political commitment, interministerial coordination,
credible data collection and monitoring systems and clear institutional roles.

*

Development Finance Institutions and global health actors can support the use
of these instruments through technical assistance, capacity building and credlit
enhancement, thereby improving financing terms and reducing borrowing
costs.
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Financing Sustainable
Health

This chapter aims to guide officials from Ministries of Finance (MoFs) and
Ministries of Health (MoHs), as well as practitioners, on the design and implementa-
tion of sustainable financing instruments - specifically UoP and sustainability-linked
bonds (SLB) and sustainability-linked loans (SLL) - as mechanisms to mobilise
public and private capital for health objectives. These instruments represent two
complementary approaches to integrating sustainability into financing strategies: one
through the earmarking of funds for eligible health-related projects (the UoP
approach), and the other by linking financial terms to measurable health and sustain-
ability performance (the sustainability-linked approach).

Globally, the issuance of these instruments has grown rapidly in emerging markets,
with UoP structures still dominating the market. Sustainability-linked financing,
although less common, is gaining traction as performance-based mechanisms are
seen to reflect progress toward national sustainable development goals better. In
Africa, over 150 sustainable UoP bonds have been issued in both foreign and local
currencies, totalling more than USD 15 billion. South Africa, Nigeria, Egypt and Cote
d’Ivoire lead in terms of volume and diversity of instruments. A notable milestone
occurred in August 2025, when Cote d’Ivoire issued Africa’s first foreign currency-
denominated sustainability-linked loan, supported by the World Bank.

International financial institutions and development banks increasingly promote
these instruments for their potential to channel private capital into sustainable devel-
opment across the region. Together, they offer governments and health authorities
practical tools to mobilise private resources while aligning debt management strate-
gies with national development and sustainability objectives.
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Sefting the Scene

Three types of financing instruments are covered in this section:

69

- Health bonds and loans. Models based on the UoP approach and would require
the country to earmark the funds raised towards health projects and activities,
such as infrastructure development or disease-specific programmes. This
commitment will be contractually binding and must be reflected in the
mandatory annual allocation reports. Therefore, robust project selection,
transparent fund management and rigorous reporting are essential to ensure that
resources achieve their intended outcomes and to maintain investor confidence.

- SLBs and SLLs. Instruments in which the cost of financing is directly
contingent upon the achievement of predefined sustainability targets. In the
health sector, these targets could include expanding access to essential health
services through improved health workforce availability or the expanded
utilisation of quality services, such as for human immunodeficiency virus (HIV)
patients with suppressed viral loads. When targets are met or exceeded, issuers
benefit from more favourable financial terms; conversely, underperformance
triggers penalties or adjustments, thereby incentivising continuous

improvement.

- Impact bonds. Performance-based approach bonds involving contractual
arrangements between a government and/or donor and investors. In these
arrangements, the government and/or donor commit to making payments
contingent on the achievement of pre-agreed outcomes, specifically health-
related objectives. These instruments typically operate on a more limited scale,
but still offer a targeted mechanism for linking financing to measurable impact.

FINANCING SUSTAINABLE HEALTH



Case Study: Differences Between Bonds and Loans

Throughout this chapter, reference to two distinct debt instruments will be made: (i) loans and {ii)

bonds.

Loans are typically private financing agreements negotiated between a borrowing State entity
and one or a few lenders (which can be commercial banks, private investors, another
government or a development bank). Terms are privately negotiated between the involved
parties.

Bonds are financial instruments issued by a borrowing State entity (the “issuer”) and placed on
the capital markets among a multitude of investors. After their issuance, they can be very easily
exchanged among investors in a secondary market. Terms are typically standardised for all
issuers globally.

Summary of main differences

Instrument  Loan Bond

lender  Usudlly, one or a few lenders Many investors (via capital markets)
Tradability Not tradable or with limitations Can be traded on secondary markets
Structure  Cusfomised terms are negotiated Standardised terms, often fixed inferest

between the borrower and the lender

Access  Typically, smallerscale bank financing  Issued to raise large sums from multiple sources

For further defails of the range of creditor types, instruments and financing structures, see the African
Legal Support Facility's [ALSF) handbook Understanding Sovereign Debt: Options and Opportunities
for Africa.
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https://alsf.int/public/publication/2024-07-19-Understanding%2520Sovereign%2520Debt%2520-%2520Options%2520and%2520Opportunities%2520for%2520Africa%25202nd%2520Edition_2.pdf
https://alsf.int/public/publication/2024-07-19-Understanding%2520Sovereign%2520Debt%2520-%2520Options%2520and%2520Opportunities%2520for%2520Africa%25202nd%2520Edition_2.pdf
https://alsf.int/public/publication/2024-07-19-Understanding%2520Sovereign%2520Debt%2520-%2520Options%2520and%2520Opportunities%2520for%2520Africa%25202nd%2520Edition_2.pdf

B @ @

Health Bonds and
Loans (UoP) SLL/SLB Impact Bonds
There is a sufficient KPIs are measurable = A specific (and small)
pipeline of health and corresponding project gathers
project in the data are available support from a
budget government/donor

and impact investor
How Long Does it Take?
Size of investor pool?
Can we use the money freely?

Reporting is simple?

Fig. 5.1: Comparative Overview of Instruments
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Health Bonds and
Loans (UoP)

Description and Rationale

Unlike traditional debt instruments that finance general budget needs, UoP bonds
and loans allocate funds to projects with clear environmental or social benefits. There

are three main types.

- Green bonds/loans. Finance environmental initiatives (e.g. renewable energy,
forestry, marine conservation).

- Social bonds/loans. Support social programmes (e.g. healthcare, education,
gender equality).

- Sustainable bonds/loans. Combine both environmental and social objectives.

A health bond or loan would fall under the social category, funding health-related
expenditures such as hospital construction, medical equipment purchases, vaccina-
tion programmes and improved access to care.

UoP instruments are not new - they have been widely used for years by governments,
development banks and corporations, including in Africa. They operate under inter-
nationally recognised guidelines set by two key market bodies: the International
Capital Market Association (ICMA) for bonds and the Loan Market Association
(LMA) for loans. These guidelines are, in principle, voluntary, but in practice, it is
highly recommended to follow them.

For sovereign borrowers, UoP instruments offer four significant benefits:
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- Alignment with global standards. Clear, comprehensive and regularly updated
guidelines enhance transparency and credibility.

- Reputation building. Health bonds and loans generate positive visibility,
allowing governments to showcase their development strategies and highlight
ongoing policies and projects.

- Investor confidence. These instruments are familiar to investors, who value the
assurance that funds are earmarked for specific, budget-identified projects
aligned with social goals.

- Unlocking new funding sources. UoP issuance attracts investors focused on
social impact and taps into environmental, social and governance (ESG)-
dedicated funding sources.

Enabling Conditions

The following enabling conditions establish the institutional and operational founda-
tion necessary to support a credible and successful health bond issuance or loan
contraction.

High-level political buy-in. Strong political leadership is indispensable to overcom-
ing bureaucratic barriers and facilitating cooperation across ministries, agencies, and
government departments. Issuing and managing health loans and bonds throughout
their life cycle requires a high degree of inter-ministerial coordination, which can be
challenging without a political champion, typically originating from either the MoH
or the MoF (for example, the head of the debt management office (DMO)).

Conducive legal and regulatory frameworks. A country’s statutory, legal and reg-
ulatory framework defines how public borrowing is authorised and managed. It
typically covers borrowing approvals, parliamentary oversight, debt contracting and
recording procedures and limits on government borrowing or guarantees. For health
bonds or loans, national frameworks must allow - or at least not prohibit -
earmarked borrowing for specific purposes, such as health programmes. If the legal
framework is silent or unclear, governments should consider amending laws to
explicitly authorise debt for defined policy objectives (e.g. health). Such clarity
reduces legal risk and strengthens investor confidence in the legitimacy and enforce-
ability of the instrument.
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Experience and market readiness. Countries with experience issuing foreign-
currency bonds or contracting external loans are generally better positioned to adopt
a UoP framework for health. While prior issuance of conventional debt is not a
requirement, it helps build investor relationships - a sound foundation before moving
to more specialised instruments like health-linked debt. Regardless of experience,
early engagement with international investors is critical. This dialogue helps clarify
their expectations, particularly around which health expenditures are most attractive
to the market. These insights allow governments to design the structure of the
operation in a way that maximises investor interest and confidence.

Sufficient project and expenditure pipeline. Before issuing a health bond or loan,
the government needs to identify a sufficiently large amount of eligible health expen-
ditures in its budget to match the target amount of the new debt. Typically, for a
health bond in the international capital markets, a country would ideally identify
health-related projects/programmes requiring funding from the national budget of at
least USD 500 million, typically spent over 2-3 years. Smaller transactions could
nevertheless be privately placed in the bond markets with a smaller group of
investors or funded through loans. It is important to note that governments retain
flexibility on the list of expenditures to be financed by the new debt instrument:

- Multi-year allocation. Eligible expenditures can span several fiscal years. For
example, a bond issued in 2026 can cover past (2025) and future (2026-2028)
health spending.

- Adjustable list. The exact list of expenditures does not need to be finalised at
issuance. Governments can update it later during the subsequent reporting
phase, based on actual budget execution.

- Broader scope. Expenditures do not have to be limited to health: governments
could opt for a broader social bond or loan, where health can be combined with
other social sectors (e.g. education).

Opportunities and Challenges

OPPORTUNITIES

- Significant issuance potential. UoP instruments can mobilise substantial
financing volumes, particularly when structured as a bond issued on
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international markets.

- Market familiarity. Based on well-established ICMA and LMA frameworks,
UoP bonds and loans are easily understood by investors, enhancing demand.

- Visibility and credibility. Linking borrowing to health-related expenditures
strengthens the government’s social commitment and improves investor
confidence. A case can even be made that increased health expenditures can
support economic growth and, ultimately, debt sustainability.

- Access to a broader pool of investors. Socially responsible and ESG investors
are more likely to participate in addition to the existing investor base, increasing
the chances of success for these instruments.

CHALLENGES

Complex transaction preparation. Developing a dedicated national social or health
bond or loan framework aligned with relevant standards like ICMA or LMA takes
time and coordination across key ministries (e.g. MoH). It is resource-intensive and
demands strong administrative commitment and technical capacity. In addition,
identifying sufficient eligible expenditures in the budget to meet the minimum trans-
action size (especially for bonds) might be challenging for some countries.

Firm reporting commitments. Borrowers must report annually on how proceeds
are used until all funds are allocated. Reports detail financed programmes and may
showcase flagship projects with expected impacts. While not mandatory, investors
often request third-party audits for added assurance. This process can be demanding
and requires close collaboration between the DMO, the budget department and
relevant ministries (Le. the MoH). Meeting these standards on time is crucial to
establishing credibility as an ESG issuer and enhancing future market access.
Importantly, reporting requirements can be legally binding - failure to comply may
trigger events of default with serious consequences for the country.

Implementation

Issuing a UoP debt instrument will require thorough preparation and specific
execution workstreams compared to more standard debt instruments. Figure 5.3
below summarises a checklist of all activities that need to be conducted through the
process.
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Transaction
preparation

& Execution

Transaction Structuring

Post-Transaction
Phase

Legal and Regulatory
Frameworks

Identify Eligible Use
of Proceeds

Set Up the Required National
Institutional Framework

Draft the Country’s UoP
Finance Framework

Review of the Second Party
Opinion (SPO) provider

Review the legal constraints potentially affecting social UoP financings
such as dedicated use of proceeds

Analyse budget law to identify social and health projects or spending
compliant with ICMA's and LMA's Principles

Define and set up the institutional framework (dedicated task force, ministries
involved...) for project selection, management of proceeds and reporting

A dedicated UoP Finance Framework will need to be elaborated as per ICMA
and LMA Bonds & Loans Principles; it will be elaborated by a cross-ministerial
committee and led by the Ministry of Finance

The due diligence process requires the MoH to collect data and information
on projects to be financed

Structuring Phase

Legal Documentation
Negotiation

Defining the target financial terms of the contemplated instruments (e.g., amount,
final maturity, grace period), depending on the analysis of UoP as well as of the
national borrowing plan and debt sustainability trajectory

Terms and Conditions of the Notes, Trust Deed and Prospectus;
Facility Agreement

Investor sounding to promote the country’s social strategy and
UoP Finance Framework

Reporting

Ex -ost reports include an update on proceeds allocation and
- if available - impact reporting

For sustainability-linked instruments: monitoring and verification
of KPI performance against targets by an external auditor

Fig. 5.3: UoP Finance Transaction Framework

Across this process, three elements are core to UoP debt financing.

1.

Preparation of a dedicated UoP Finance Framework for health. If the
ICMA or LMA guidelines are being followed, the national framework will be
mandatory for any borrower that wants to issue a UoP debt instrument on the
international markets. The Framework serves as the reference for all future UoP
issuances. It aims at (i) presenting the country’s national social and/or health
priorities, (ii) defining clear eligibility criteria to select expenditures and
projects financed by UoP instruments (e.g. health-related spending), and (iii)
presenting the country’s governance structure in charge of selecting eligible
expenditures and managing reporting. Such Frameworks need to be reviewed
by an external third party, which will provide a second party opinion (SPO)
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confirming the document’s alignment with international standards. The Case
Study below details the content and format of a UoP Finance Framework.

Case Study: Format and Content of a UoP Finance Framework

20-30 page document to be published on the Ministry of Finance's website, and
articulated around five main sections:

c Presentation of the various Definition of the categories of
Use of issuance formats of eligible projects and
Proceeds sustainable instruments expenditures to be financed
(e.g. bonds, loans) under this framework

Presentation of the internal ESG project
selection process, including its articulation
with the budget elaboration and the existence
of a dedicated ESG committee

3 Identification of the Presentation of
timeframe under which the fund
Mfagagemznt proceeds must be allocated disbursement
QIHEELE to selected projects process
4 Presentation of the type of reporting
to be communicated to investors on
Reporting issued instruments (typically annual

allocation reports)

5 Review of the framework by an external
auditor, which will provide a second party
Auditing opinion (SPO) confirming the framework’s

alignment with ICMA and LMA principles

Extensive stakeholder engagement. Health bonds and loans require
coordination among various key stakeholders throughout the process (see
example of France in the Case Study below). The MoF and its DMO typically
lead the process, ensuring alignment with government priorities and managing
structuring and negotiations with investment banks and advisors. The MoH
provides sector expertise, confirming that the proposed health-related eligibility
criteria outlined in the UoP Finance Framework align with existing health plans.
The Attorney General’s office or the Ministry of Justice ensures legal
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compliance by issuing necessary approvals and opinions. To streamline this
complex process, it is recommended that a dedicated task force be created to
oversee each step and maintain coordination among all parties.

Case Study: Example of the French UoP Bond - Selection of
Eligible Expenditures and Interministerial Coordination

French State's
Expenditures In Charge

Screening based on

Budget Documents and
Fraace Environmental Ministry of Finance Ministry of Environment

Policy

Potential Green Inter-Ministerial Working Group

Expenditures
Screening based on Ministry of Ministry of
the Green Bond Finance Environment
Framework
Ministry of Ministry of Prime Minister
Agriculture Research Services

Eligible Green
Expenditures

Final Validation Ministry of Finance Ministry of Environment

3. Robust monitoring, reporting and verification (MRV). Post-issuance
obligations for health bonds or loans involve three main areas, which should be
documented in the UoP Finance Framework:

- Monitoring eligible expenditures. The MoF (typically with the Budget
Directorate) tracks eligible spending in the national budget, ensuring it
matches the total debt issued and is disbursed within a reasonable
timeframe (usually within two to three years). To facilitate this process,
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expenditures and budget execution must be easily traceable in the
accounting system.

Reporting to investors and the public. Annual allocation reports, which
synthesise how funds were distributed throughout eligible budget
expenditures, are mandatory for UoP debt instruments as per ICMA and
LMA Principles. Although not compulsory, borrowers can also provide
impact reports, depending on the availability of data. Reports would usually
be co-drafted by the Finance and Health ministries and published on the
MoF’s website.

Independent verification. Although not compulsory, it is strongly
recommended to have an external third-party audit the reports to provide a
limited assurance audit report. This is often a requirement by investors and
lenders.

HEALTH BONDS AND LOANS (UOP)



Sustainability-linked
Bonds and Loans for

Health

Description and Rationale

SLBs and SLLs are especially suited for sovereigns in need of flexible funding, while
embedding health goals. Unlike UoP debt instruments, there is no restriction on
specific line-item or project spending. Instead, the country will commit to achieving
pre-agreed performance targets on environmental and/or social key performance
indicators (KPIs) within a specified time horizon. The cost of financing SLBs and
SLLs will be tied to the borrower’s performance across these KPIs:

- If the pre-defined performance targets are successfully met, the borrower may
benefit from an interest rate step-down. This means that for the remaining
duration of the instrument, the lenders will reduce the interest amounts that the
borrower will need to service.

- If the targets are not met, the borrower may suffer an interest rate step-up. In
this case, lenders will increase the interest amounts that the borrower will need

to service until the end of the instrument’s life.

The selection of the KPIs and associated performance targets (commonly referred to
as sustainability performance targets (SPTs)) should reflect the borrower’s national
social and/or health commitments. It will be thoroughly monitored and verified
throughout the life of the SLB/SLL. As such, KPIs should be relevant, material, quan-
tifiable and externally verifiable metrics that can be reliably benchmarked against
standard-setting norms (ICMA/LMA). The associated targets should be ambitious
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and represent a material improvement beyond a business as usual scenario (Le.
without funding).

SPTs and KPIs also play a crucial role in securing credit enhancement from
international institutions that aim to support the health sector. See Chapter 8: Credit
Enhancement for more details.

Case Study: Republic of Céte d'Ivoire - Sustainability-Linked Loan
Structured with the Support of the World Bank (August 2025)

In August 2025, the Republic of Céte d'lvoire issued its first EUR 433 million SLL, building on its
inaugural Sustainability-linked Finance Framework published in June 2025, with the support of the
World Bank Group.

This Framework is arficulated around 3 KPls in the forestry and energy sectors. For each KPI, an SPT
has been defined, o be achieved by the Republic by 2030 and which would result in interest rate
changes from 2031 until the final maturity of the loan [2040). The table below summarises these KPls
and SPTs.

Outcome 2030 interest
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Increase the share <11%
@s ofnon-hydro  ______________.
renewables in Between
'“) installed electricity 11% and 13% No change
capacity from1%  ----------------
Renewable energy (2023) >13%
PI1
? T\T Convert 1 million Below 1m hectares
hectares of land
areainto forest - ----mo-o--
cover between 2021
Reforestation and 2030 Above Tm hectares No change
KP12.1
» Limit forest cover Above 300,000 No change
loss to no more hectares
7\ than 300,000 .- ____________.
hectares between
Below 300,000
Deforestation 2025 and 20230 hectares _
KP12.2
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The SLL issued based on this Framework has benefited from strong support from the World Bank
Group: it was the firstever combination of two different VWorld Bank guarantee products: (i) a Policy-
Based Guarantee by the Internafional Bank for Reconstruction and Development (IBRD), and (i) a
Non-Honouring of Sovereign Financial Obligations by the Multilateral Investment Guarantee Agency
[MIGA). The graph below highlights the highly innovative sfructure.

AAA rating The World Bank

EUR 260 million first-loss
guarantee, aquivalent to
c. 60% of the facility's
national amount

Second-loss guarantee (NHSFO
product) covering 95% of the
facility’s remaining nominal and
interests, post-IBRD cover

Commercial lender

Sustainability-Linked format: adjustment T
of the bank margin in 2030 depending SuEng‘;%?lirtm-lllli?]rlled
on the achievement by the Republic of Loany
4 Sustainability Performance Targets

The Borrower

Ministry of Finance and
Budget of Céte d'Ivoire

The World Bank
Second-Party Opinion Technical assistance to support Technical Assistance
provided by the elaborated of the Partnership to support on the
Sustainalytics on the Sustainability-Linked Finance annual impact reporting to be
SLF Framework (SLF) Framework published by the Republic
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Enabling Conditions

Strong political buy-in. Strong political leadership is essential to ensure coordina-
tion across ministries and agencies - especially for SLBs/SLLs, which require more
collaboration than UoP instruments. These instruments involve continuous monitor-
ing of KPIs and SPTs throughout their life. The MoH must have adequate resources
to meet its targets, while the MoF needs regular updates to report to investors.
Identifying a political champion can help sustain this long-term effort. Leadership
and ownership should ideally come from both the MoF (via the DMO or directly)
and the MoH. To manage the process efficiently, establishing an interagency coordi-
nation body is recommended.

Conducive legal and regulatory frameworks. Similar to health bonds and loans
described above, the borrowing country’s statutory, legal and regulatory framework
must also allow for the issuance of a sustainability-linked debt instrument or be sup-
plemented to do so. However, because SLL and SLBs do not specify the use of funds,
countries should not be constrained by legal restrictions related to the earmarking of

funds.

Robust data infrastructure. SLBs and SLLs require strong, reliable data that
investors can trust. According to ICMA and LMA Principles, KPIs must be relevant
and material to economic, social and governance policies, aligned with national sus-
tainability priorities such as health strategies, measurable using consistent method-
ologies, externally verifiable and benchmarkable.

Health-related KPIs can be particularly challenging due to poor data quality, reliance
on infrequent surveys, limited historical records and gaps in coverage. Some areas,
like HIV/AIDS screening, are well supported by data, while others, such as non-com-
municable diseases, lack robust information because many cases go undetected. These
gaps must be addressed to ensure transparency, verification and credible reporting.
National authorities responsible for health data, such as the Statistics Office and the
MoH, should regularly confirm their ability to collect and report reliable data.
Ultimately, KPIs should be chosen based on the quality, availability and verifiability of
the underlying data.
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Opportunities and Challenges

OPPORTUNITIES

Significant issuance potential: Similar to health bonds and loans, SLBs/SLLs can
mobilise substantial financing volumes, particularly when structured as a bond issued
on international markets.

Access to a broader pool of investors. Issuing SLBs or SLLs with health-related
KPIs should expand the country’s investor base, appealing to social and ESG-focused
funds and institutional investors that need to meet and report on sustainability
targets. Most importantly, improvements in health not only deliver social benefits but
should also support economic growth, creating an additional incentive for investors
to engage with the country.

Gathering support from development finance institutions. In addition, these
instruments could unlock interest from development finance institutions (DFIS),
which could provide innovative credit-enhancement schemes. (See Chapter 8: Credit
Enhancement). Global health institutions (GHIs) could also be engaged to provide
technical assistance to MoHs in selecting their KPIs. Together, these could lower

borrowing and transaction costs.

Flexible use of funds. Unlike health bonds and loans, SLBs/SLLs allow issuers to
use funds for general budgetary needs while embedding agreed sustainability com-
mitments, making them particularly attractive to sovereign borrowers balancing
health goals with economic priorities. The money raised can also be used to repay
pre-existing debt (e.g. but not exclusively, as part of a debt swap operation. For more
information see Chapter 6: Debt-for-Health Swaps.)

Driving long-term health policy alignment. Sovereign SLLs and SLBs can be
designed to drive policy change by linking borrowing costs to performance. Missing
agreed targets can increase financing costs, therefore creating a strong incentive for
governments to allocate sufficient resources to health. For example, a transaction
could include a commitment to update a Universal Health Care law to provide free
maternal health services.
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CHALLENGES

Credibility and KPI enforcement. Weak or vague health KPIs risk undermining
the effectiveness of SLBs and SLLs. Ensuring that targets are material, ambitious,
measurable, independently verified and aligned with ICMA or LMA Principles
mitigates these concerns. Governments can seek technical assistance from GHIs or
other implementation partners to strengthen their national MRV systems.

Investor awareness and market depth. The market for health-related SLBs and
SLLs is still emerging, as most sustainability-linked issuances have focused on climate
or nature KPIs. Building investor confidence will require transparent reporting and
standardised KPI frameworks. Conducting investor soundings alongside the develop-
ment of a Sustainability-Linked Finance Framework, as Cote d’Ivoire did in 2025,
helps ensure that KPIs and SPTs align with market expectations. In parallel, multilat-
eral development banks (MDBs) and other credit enhancement providers should
advocate with private lenders to encourage the broader adoption of sustainability-
linked instruments, including the acceptance of more meaningful interest step-downs
than are currently offered.

Need for capability-building. Many sovereigns lack experience in integrating
health KPIs into financial instruments and structuring adequate SLBs/SLLs. Policy
and technical support, capacity building and regulatory guidance from multilateral
institutions can strengthen implementation.

Complex transaction preparation. Developing an SLL/SLB framework aligned
with relevant standards like ICMA or LMA takes time and coordination across key
ministries (e.g. MoH, MoF). However, this framework can be reused in the future: if
the government wants to issue another bond, the existing framework can be
expanded to include other KPIs in the Framework (see Case Study on the example of
Chile below).
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Case Study: Evolution of the SLB Framework in Chile, Including
Social KPls

In its initial SLB Framework, published in March 2022, Chile established two KPIs with their corre-
sponding SPTs.

The KPIs are as follows:

KPI 1. Greenhouse gas (GHG] emissions per year, measured in mefric fons of carbon dioxide
equivalent.

KPI 2. Non-conventional renewable energy generation.

Later, in June 2023, considering the relevance of gender equality and social factors fo the country,
which were also reflected in the previous expansion of its Green Bond Framework to include social
projects, a similar approach was followed in the SLB Framework, incorporating an additional KPI.

The new KP! is as follows:

KPI 3. Women's representation on corporate boards is typically measured as a percentage of the
fotal number of board members.

Implementation

Issuing a sustainability-linked debt instrument will require thorough preparation and
specific execution workstreams compared to conventional debt instruments. Table
5.1 below summarises a checklist of all activities that need to be conducted through

the process.
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Transaction
preparation

Post-Transaction

87

Transaction Structuring

& Execution

Phase

Ensure that all legal and
regulatory approvals are in place

Selection of credible Key
Performance Indicators (KPIs)

Calibration of the Sustainability-
Performance Targets

Draft the country’s
Sustainability-Linked Finance
Framework

Select a Second Party Opinion
(SPO) provider

Carry out the Due Diligence
process with the SPO provider

Review the legal constraints potentially affecting Social UoP financings
such as dedicated use of proceeds

Select measurable KPIs that can be benchmarked and are externally verifiable

Set SPTs for the selected KPIs that are ambitious and benchmarked against
priority performance

A dedicated Sustainability-Linked Finance Framework will need to be elaborated
to synthetise the selected KPIs and associated SPTs, as per ICMA and LMA
Bonds & Loans Principles; it will be elaborated by a cross-ministerial committee
and led by the Ministry of Finance.

A relatively light Request for Proposal process can be run to select between
4-5 institutions best suited to provide an SPO to the country

The due diligence process requires technical ministries to collect data and
information on projects to be financed

Structuring Phase

Investor sounding to promote the country’s SLF Framework

Defining the target financial terms of the contemplated instruments (e.g.,
amount, final maturity, grace period), and identifying any potential
credit-enhancement solutions / schemes

Drafting of the legal documentation (prospectus, facility agreement)

Reporting

Ex-post reports include an update on the country’s progress
across the different KPIs and against the set targets

These reports will inform lenders on whether they should apply any step-up or
step-down to the interest rate, as per the financing documentation

Table 5.1: SLB/SLL Transaction Implementation Checklist

Preparation of a dedicated Sustainability-Linked Finance Framework.
Similar to health bonds and loans, having this national framework is a
mandatory requirement by ICMA and LMA for any borrower that wants to
issue a sustainability-linked debt instrument on the international markets
aligned with their Principles. The existence of a national strategy with clear
health policy priorities will be crucial in developing the Framework, particularly
in selecting KPIs and calibrating SPTs. Indicators and targets should be
sufficiently ambitious to ensure the Framework’s credibility and attract investor
interest, yet realistic given the country’s capacity for monitoring, reporting and
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verification. The MoH should play a leading role in developing any such
Framework, in close collaboration with the MoF.

Case Study: Format and Content of a Sustainability-Linked Finance
Framework (In Line with ICMA and LMA Principles)

20-30 page document to be published on the Ministry of Finance's website, and articulated
around five main sections:

Relevant to | Measurable, able to
. issuer's nationa be benchmarked and
csr::;greollz;’)li health priorities externally verifiable
One or more SPTs should be ambitious Should clearly
SPT per KPI and based on benchmarking reference target
vs. prior performance and timeline and
peer performance relevant baseline
3 Financial and/or structural Variation Variation in bond
Bond/Loan characteristics can vary if selected = should be characteristics is
characteristics KPI(s) reach (or miss) the commensurate a necessary

designed SPT (s) - e.g. coupon and element of bond
step up/down, change in maturity meaningful documentation

4 Issuers should regularly publish and keep readily accessible:
(i) up-to-date information of KPI(s); (ii) verification assurance

Reporting report relative to SPTs; and (iii) information enabling investors

to monitor the level of ambition of the SPTs

5 Seek independent and external Post issuance
verification of performance level verification is a

Verification against each SPT and make necessary element

reports publicly available of ESG-linked bond

Strong stakeholder engagement. Like health bonds and loans, SLBs and SLLs
require close coordination among key stakeholders. The MoF and its DMO
typically lead the process, ensuring alignment with government priorities and
managing structuring and negotiations with investment banks and advisors. The
MoH plays a critical role in defining and selecting appropriate KPIs and targets,
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bringing sector expertise to the design phase and ensuring alignment with
existing national health plans.

. Robust financial structuring. The structure of the instrument, including the

total amount, final maturity and any credit-enhancement mechanism, must be
carefully aligned with the country’s debt-carrying capacity to avoid creating
undue fiscal pressure. Equally important is the calibration of interest step-down
and step-up mechanisms associated with the SPTs. These adjustments should be
meaningful enough to incentivise governments to meet their targets and not
incur additional interest payments, while remaining realistic and proportionate
to the country’s fiscal capacity. Striking this balance ensures that the financial
structure reinforces policy objectives without compromising debt sustainability.

. Monitoring, reporting and verification. Regarding a health bond or loan,

sustainability-linked instruments will require thorough annual reporting to be
executed following the completion of the operation. Therefore, an effective
MRV system must deliver reliable, publicly accessible and regularly updated
data. It should define clear processes and transparent commitments for issuers,
using trusted public databases such as those provided by the World Health
Organisation (WHO) or the World Bank. This ensures investors and other
stakeholders have accurate, verifiable information on the financial and
structural characteristics of health SLBs and SLLs. In addition, since funding
from an SLB/SLL is not explicitly earmarked for KPI achievement, it will be
essential to ensure that these commitments are considered during the annual
budget formulation process, allowing the MoH to implement essential activities
on time and avoid potential penalties.
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KPl policy area  SDGs KPI Frequency:  Data source:
Communicable  SDGS 3.3: HIV Viral Annual https:/ /indicatorregistry.unaid-
diseases By 2030, end the epidemics  Suppression- s.org/ indicator/people-living-
of AIDS, tuberculosis, malaria  People on HIV hivwho-have-suppressed-viral-
and neglected tropical treatment who loads
diseases and combat hepati-  have sup-
tis, waterborne diseases and  pressed viral
other communicable diseases  loads
Ratio of:
Number of
people living
with HIV who
have a sup-
pressed viral
load / Number
of people living
with HIV who
are on freatment
Health systems-  SDG3:3.b Support the Proportion of Annual https:/ / unsfats.un.org/sdgs/
vaccination research and developmentof  the target popu- mefadata/files/Metadata-03-
vaccines and medicines for lation covered Ob-01.pdf
the communicable and by all vaccines
non-communicable diseases  included in their
that primarily affect develop-  national
ing countries, provide access  programme
to affordable essential
medicines and vaccines, in
accordance with the Doha
Declaration on the Trade-
Related Aspects Of Intellectual
Property Rights Agreement
and Public Health, which
affirms the right of developing
countries to use fo the full the
provisions in the Agreement
on Trade-Related Aspects of
Intellectual Property Rights
regarding flexibilifies fo
protect public health, and, in
particular, provide access to
medicines for all
Maternaland ~ SDG 3.2 By 2030, end pre-  Neonatal Annual hitps:/ /data.who.int/indica-

child health and

nufrition

ventable deaths of newborns
and children under 5 years of
age, with all countries aiming
to reduce neonatal mortality fo
af least as low as 12 per
1,000 live births and under-5
morfality fo at least as low as
25 per 1,000 live births

mortality rafe

tors/ i/E3CAF2B/A4C49D3

Table 5.2: Examples of Health KPIs for SLBs/SLLs That Would Meet ICMA Requirements
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Impact Bonds

Description and Rationale

An impact bond is a contractual arrangement that funds a project between a govern-
ment and/or donor, an investor and a service provider. The grant funder pays out
only if, and only if, pre-agreed outcomes are achieved - the term “bond” is thus
somewhat of a misnomer. The contracts commit the government/donor to make
payments upon achievement of pre-agreed health outcomes, which the investor
finances for the service providers to deliver. The donor may be a development
partner or a private philanthropic organisation. Examples of impact bonds include
improvements in weight gain for low-birth-weight or premature newborns, as well as
a defined increase in the number of cataract surgeries and in visual acuity post-

surgery.

An impact bond brings multiple parties together, each focusing on their
specialisation:

- Government and/or donor(s) who seek to maximise the benefits for target
populations using scarce grant resources. They are defined as outcome funders
because they pay based on the achievement of outcomes.

- Socially-oriented investor(s) who seek both to have a positive social impact and
a return on capital to reinvest in the future.

- Service provider(s) such as a non-profit or social enterprise, which are
incentivised to constantly adapt and innovate in their programmes to achieve the
pre-agreed outcomes and for the maximum benefit of the populations they work
with.
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Outcomes Funders Contract with Investors:
Payments Contingent on Outcomes

vV(3), <«  F
~= > b
Outcomes Funders Pay Investors:
Outcomes Funders for Outcomes Achieved Social Investors

Investors Provide
Working Capital
&S to Service Providers

Verification of Social
Outomes Achieved

Service Providers

Providers Improve
Social Outcomes

ik

Target Population

Fig. 5.4: Structure for Social Impact Bond
As impact bonds are typically less than USD 10 million, they are often best suited to
piloting new ways of delivering health services and adding value when:

- There is a demonstrated need for an outcome-focused approach in the specific
target sector/geography.

- There are promising interventions with some but incomplete evidence behind
them, which could be refined through innovation and adaptation.

- The chosen service providers lack access to adequate working capital or are
unable to bear the risk of implementation.

Impact bonds in the health sector (follow to this link here for details) have been suc-
cessfully used in Africa in:

- Cameroon (neo-natal health; cataract surgery; hepatitis treatment)

- Ethiopia (menstrual health and hygiene)
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- Kenya (adolescent sexual and reproductive health)
- South Africa (vulnerable adolescent girls and young women)

- Democratic Republic of Congo, Mali, Nigeria (physical rehabilitation)

Enabling conditions

Legal/regulatory. Impact bonds require that investors and the outcome funder
establish a legal agreement (including, as needed, the establishment of a special-
purpose vehicle (SPV), a temporary and ring-fenced legal entity set up for this
specific purpose). Unlike the instruments described above, the government is not
incurring any debt; instead, it is committing to make payments to investors upon
achieving outcomes. Therefore, considerations regarding government debt issuance
do not apply in this case.

Political buy-in. Ideally, outcome funding will either come from, or be channelled
through, the government. This requires government buy-in notwithstanding that the
government is not incurring any debt. Instead, an impact bond is beneficial to the
government since it only makes outcome payments if the agreed, independently
verified outcomes are achieved.

Data. Robust data at the project level are needed for the baseline against which
outcomes are measured, to set ambitious yet reasonable targets, and for the outcomes
themselves. This data needs to be verifiable by a third party, similar to an SLB/SLL.

Opportunities and Challenges

OPPORTUNITIES
Impact bonds foster:

- Accountability for results. Payments will not be made unless outcomes are
achieved. This creates accountability for results throughout the programme.

- Innovation. Service providers are only accountable for delivering outcomes, not
a work plan, and can therefore adapt, innovate, and respond to evolving
circumstances to achieve that. Up-front capital from the investor gives the
financial space for this innovation.
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- Incentives to outperform. A well-designed impact bond typically features a
graduated bonus for outperformance, capped at a certain level.

- Cost-effectiveness. If the structuring is efficiently managed, impact bonds can
improve cost-effectiveness by incentivising the maximisation of outcomes
delivered per dollar.

CHALLENGES
Impact bonds require:

- Risk. An investor willing to take on the delivery risk (although in practice, this
has often not been an obstacle given the volume of social capital available
globally).

- Metrics. Clear outcome metrics agreed by all parties.

- Data. Availability of outcome data that can be independently verified at a
reasonable cost and in a reasonable time.

- Legal Structuring. A sometimes complex legal structure that may take time and
legal fees to define and agree, especially for those participating in their first
impact bond.

Implementation

The implementation of an impact bond is the responsibility of the investors, subject
to the observance of the government’s and the outcome funder’s (if different) fidu-
ciary, social and environmental standards. Government contractual involvement
centres on a standard funding agreement with a donor (if any).

An impact bond may require an Independent Verification Agent (IVA), depending on
the chosen verification approach. If outcomes can be verified using data that is
already being collected, a third-party verification is not necessarily required. In par-
ticular, the following questions need to be addressed:
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Questions That May Need to Be Answered During Structuring

- Are there restrictions on cross-border fund flow?
- Are there restrictions on the repayment of capital invesfed in development projects?
- What are the tax implications of different contracting structures@
Under what conditions can the confract be terminated?
- What is the investment cap?

- What is the outcome of the payment cap?

Case Study: Impact bond for Kangaroo Mother Care (KMC),
Cameroon

Description: Tackling neonatal mortality for premature and low-birth-weight infants
Launch date: February 2019

Duration: 2.5 years

Maximum outcome payments: USD 2.5 million

Outcomes Funder: Minisiry of Public Health, Cameroon and Nutrifion International
Implementer: Kangaroo Foundation Cameroon

Investor: Grand Challenges Canada

What is Kangaroo Mother Care? KMC is an evidence-based method that combines:

Extended skino-skin contact between premature and low birthweight infants and their carers
Exclusive breastfeeding
Regular follow-up affer discharge

The approach has been demonstrated to reduce infant mortality and morbidity significantly in low-
resource confexfs.

IMPACT BONDS




Structure:

Impact Outcomes

Investor Payments of up to USD 2.5 million Funder

Financial are made by outcomes funders on

Returns the basis of outcomes achieved Pay-for-
Conditionalon = Results Only

Success

Verified outcomes:
Quality KMC Delivery
in 10 hospitals

Up-front Investment
and Recycled
Outcome Funding

Objectives, Metrics and Results: The impact bond aimed to reduce mortality among premature and
low-birth weight infants by scaling and improving KMC practice across Cameroon.

- 10 public hospitals equipped fo deliver quality KMC. Achieved

750 premature and low birthweight infants receive quality KMC before discharge. Over
achieved by 28%

- 460 infants return for their 40-week follow-up appointment, having reached an adequate
weight while receiving appropriate nutrifion. Achieved

Q6




Key legal

Considerations

Understanding the legal documentation (as well as its relevant jargon) that underpins
sustainable finance transactions is essential for effective transaction implementation and
ensuring that terms are both fit for purpose and adequately reflect the local context.

A standard loan or bond refers to a debt instrument with conventional terms and
conditions governing principal, interest, repayment and default, without any thematic
or performance-linked provisions. The legal documentation for health and sustain-
ability-linked instruments largely mirrors that of standard instruments, with modifi-
cations that align the financing with predefined performance objectives.

For health and sustainability-linked instruments, the transaction’s objectives (Le.
specifying health financing or performance-related objectives) are typically achieved
through additional or revised provisions within otherwise standard documentation.
As a result, these instruments are less complex to structure than debt swaps, which
require multiple interlinked contracts and counterparties. Please refer to Chapter 5:
Sustainable Finance Instruments for the key legal considerations associated with debt
swap transactions.

This section outlines the key clauses that are found in documentation for sustainable
finance instruments. It also explains how debt documents can be enhanced to increase
resiliency to potential health crises in countries through the use of debt pause clauses.

For details on the key provisions and negotiation points typically found in a standard
sovereign loan agreement or bond offering document, please see the ALSF’s Loan
Agreement and Bond Offering Document Commentaries.
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Health Loans and Bonds: What is Unique About
these Instruments@

Whether structured as a loan or a bond, a health-related financing instrument is dis-
tinguished from a standard instrument by the UoP being dedicated explicitly to
health-related purposes. In the case of a health loan, the terms and conditions
outlined in the loan (or “credit” or “facility”) agreement between the borrower and
the lender (s) will expressly prescribe the health-related purpose of the borrowing, in
line with the LMA’s Social Loan Principles (SLP) that the health investment be appro-
priately detailed in the documentation. Similarly, for a health bond issuance, the
offering document (or prospectus) and the fiscal agency or trust deed will together
outline the terms and conditions of the bonds, with a dedicated UoP specified,
defining the relevant health project or programme and category of eligible expendi-
tures set out in the agreed underlying Framework, in line with ICMA’s Social Bond
Principles (SBPs). Notably, while the dedicated UoP is a defining characteristic of
these instruments, failure to apply the funds in accordance with the stated health
purpose does not typically constitute an event of default under the debt documenta-
tion. Instead, this is generally addressed through monitoring and reporting
mechanisms.

Sustainability-Llinked Instruments: What is Unique
About These Instruments?

SLLs and SLBs share a common feature that distinguishes them from UoP instru-
ments such as health loans or health bonds: the proceeds are not earmarked for
specific projects or categories of expenditure. Instead, both instruments link their
financial terms to the achievement of predefined SPTs measured against KPIs as
described above.

In the case of an SLL, the loan agreement entered into between the sovereign and the
lender (s) will include provisions that tie the interest margin to performance against
the agreed SPTs, incorporating a step-up or step-down mechanism whereby the
interest amounts owed increase if the SPTs are not met and decrease if they are met
or exceeded. The loan documentation will also typically include a requirement for
independent verification of performance, as a reporting obligation outlined in the
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transaction documentation, to confirm whether the relevant SPTs have been achieved
for the applicable period.

The box below reflects the LMA'’s draft provisions for SLLs.
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Sample StepUp/ Step-Down Clause
Sustainability Margin Adjustment

Subject to Clause - (Declassification Event) and the other paragraphs of this Clause, - following the
receipt by the Agent of the Sustainability Compliance Certificate in respect of a S Reference Period
in accordance with Clause - (Sustainability Compliance Certificate, Sustainability Report and
Verification Report), the Margin applicable to each Loan shall be adjusted [a Sustainability Margin
Adiustment) [or not adjusted, as the case may be) to the applicable rate determined using the table
set out below and the number of SPTs that the Sustainability Compliance Certificate for that SLL
Reference Period certifies have been met:

Number of  Revised Margin following Sustainability Margin Adjusiment

SPTs met

4 The rate is [X]% per annum lower than the rafe which would otherwise have been
applicable.

3 [The rate which is [X]% per annum lower than the rate which would otherwise have
been applicable.]/[No adjustment.]

2 [The rate which is [X]% per annum lower than the rate which would otherwise have
been applicable.]/[No adjustment.]/[The rate which is [0]% per annum higher than
the rafe which would otherwise have been applicable.]

1 [The rate which is [X]% per annum lower than the rafe which would otherwise have
been applicable.]/[No adjustment.]/[The rate which is [0]% per annum higher than
the rafe which would otherwise have been applicable.]

0 [The rate which is [X]% per annum higher than the rate which would otherwise have

been applicable.]
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SLBs also link the bond’s financial characteristics (e.g. coupon rate or redemption
premium) to the issuer’s achievement of specified SPTs, consistent with ICMA’s
Sustainability-Linked Bond Principles. This will also be outlined in the bond’s docu-
mentation, like that of the SLLs.

Impact Bonds: What is Unique About These

Instrumentse

Impact bonds represent a distinct contractual structure from those described above.
Rather than adapting a standard debt instrument, they comprise a series of contracts
among governments, donors, investors and service providers, under which
repayment is contingent upon the achievement of predefined social or health
outcomes.

An impact bond requires the following contracts:

- Outcomes contract, between government/other outcomes funders and investors
to define the amounts to be paid against achievement of each unit of outcome
(or the whole outcome if it is not divisible). A clause may be necessary to permit
some payment to investors in the event of force majeure events that prevent the
desired outcomes from being achieved. In some cases, the service provider may
also be involved in the contracting structure, but this is unusual.

- Investors and Service Providers to define programme implementation,
disbursement triggers and possible bonus to service providers on achievement or
over-achievement of outcomes. Experience suggests that investors will want to
maintain a significant degree of flexibility in the contract to allow for learning
and adaptation (feedback loops).

- Government/other Outcome Funders and the IVA to define the role of, and
payments, to the IVA (in some cases, an IVA may not be needed if all parties
agree it is not necessary).

Pandemic or Epidemic Pause Clauses

Loan and bond documentation can also be drafted to include clauses that allow the
borrower or issuer to pause repayments in the case of an exogenous health event,
such as a pandemic or epidemic. These are typically structured as contingent debt
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service deferral clauses, which provide for a temporary standstill on principal and/or
interest payments upon the occurrence of a predefined trigger event such as a decla-
ration of a public health emergency by a recognised international body (e.g. the
WHO) or a national authority. The clause typically specifies the duration of the
deferral period, the conditions for resuming payments and the treatment of accrued
interest during the deferral. Because they provide certainty and predictability for all
parties to the debt contract, these should be beneficial for both the sovereign and its

creditors.

ICMA has published a sample pandemic-related pause clause, which would tie the
repayment pause to a WHO declaration of a Public Health Emergency of
International Concern. This formulation provides an objective trigger linked to an
authoritative international body, reducing ambiguity around when the deferral
trigger can be invoked.

The following is the sample pandemic event pause clause published by ICMA. The
language below can be adapted as appropriate for epidemics or other health crises

that may impact a country.
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Sample Pandemic Event-Related Debt Clause

"Deferral Event" means the occurrence of any of the following:

(a) Pandemic Event,

(b) Other.

"Pandemic Event" means the occurrence of the following sequence of events after the Issue Date:

[a) The WHO declares a Public Health Emergency of International Concemn (as defined in the
International Health Regulations of the WHO) with respect fo any disease that grants such disease
phase  sfatus, or any other categorisation as the WHO may use fo describe an actfive ongoing
pandemic from time to time (PHIO) (excluding the continuation of the COVID-19 pandemic in the
form of the current variants of COVID-19 existing as of the Issue Date);

[b) The [Sovereign] or any other competent political or regulatory subdivision thereof declares a state
of public health emergency with respect to any PHIO declared under (a) above;

(c) And either:

(i) The occurrence of a Real Gross Domestic Product (GDP) confraction over [two consecufive quar-
fers], which in aggregate results in a contraction of at least [ ]% of Real GDP relative fo [the same two
quarters in the previous fiscal year [based on estimated realised GDP at constant prices for the current
year and provisional realised GDP at constant prices for the prior year], as published by [®] and
reported 1o af least [two] of: the International Monetary Fund (IMF), the World Bank and [insert any
appropriate regional MDB]); and/or

[ii) The events described in paragraphs (a) and (b) above result in the [Sovereign] approving and
enacting an increase in governmental spending (that is not rescindable) (the Pandemic Increased
Spending] directly relating fo the relevant PHIO (and the measures taken by the [Sovereign] in
response thereto] that is af least equal to USD [e].

For the purposes of paragraph (c)(ii] above, any reduction in budgeted government spending as a
result of payments due under these [terms and conditions/Conditions] being deferred as a result of a
Pandemic Event occurring shall be disregarded when determining whether Pandemic Increased
Spending has been approved and enacted.

"Real GDP" means the gross domestic product of [Sovereign] at constant prices as adjusted for
inflation.

For the full text, please see CRDC's November [2022) nofice.
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At the time of writing this User Guide, the first country known to integrate a

pandemic clause into its sovereign debt documentation is Barbados, which included a

trigger tied to a pandemic emergency in its debt swap in 2022 and subsequently,

including in its June 2025 sovereign bonds.

Case Study: Government of Barbados - Pandemic Clause (2022)

In September 2022, the Government of Barbados completed a debt conversion (refer to Chapter 5:
Sustainable Finance Instruments for an overview) for marine conservation that featured the world's first
pandemic clause. This provision, added alongside a natural disaster clause, allows the Government
of Barbados fo defer up fo two years of principal payments (approximately USD 18 million) in the
event of a qualified pandemic or natural disasfer. This feature was designed o make the country’s
debt terms more resilient to external shocks.

This transaction was financed by Credit Suisse and the Canadian Imperial Bank of Commerce, with
The Nature Conservancy as coguaranfor and conservation advisor and the InterAmerican
Development Bank (IDB) as co-guarantor. It helped Barbados refinance USD 150 million of its
existing debt, generating an estimated USD 50 million in savings over 15 years. These funds are
dedicated o marine conservation and support Barbados's commitment to protect up to 30% of its
ocean terrifory.

Barbados also included these clauses in its USD 500 million eurobond, marking ifs return to
infernational capital markets in July 2025.

References:
hitps: / /www.insurancejournal.com/news/ infernational /2022 /09 /22 /686174 .him

hitps: / /www.nature.org,/content/dam/inc/nature /en/documents/ TNC-Barbados-Debt
ConversionCase-Study. pdf

https:/ /nationnewsbrb.newsmemory.com/2publink=29e7314b6_134fa25

Nonetheless, pandemic deferral clauses and wider debt pause clauses are gaining

traction. Indeed, bilateral official lenders, MDBs, governments and investors are

increasingly recognising the value of such pause or deferral mechanisms in the face of

exogenous shocks that can impact countries’ liquidity and debt sustainability. These

clauses should be considered as another tool in the toolbox.
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The Importance of
legal and Financial

Advisors

For government officials designing and negotiating health or sustainability-linked
debt instruments, it is critical not to go it alone. The technical and legal complexity of
these structures necessitates specialised advice. Integrating experienced legal and
financial advisors into the transaction team ensures that the documentation is aligned
with best practices, international standards and domestic law, and that pricing and
risk allocation are appropriately calibrated. Governments should also involve their
Attorney-General’s Office (or equivalent) from the outset of the transaction to
ensure that any transaction is consistent with national laws and regulations, and
required approvals and legal opinions can be provided. (See also above on legal and
regulatory frameworks).

The ALSF is an international organisation dedicated to providing legal advice and
technical assistance to African countries in the structuring and negotiation of
complex commercial transactions, including those outlined in this User Guide.

For more information on how the ALSF can support you, please visit
https://www.alsf.int/
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Summary of Instrument
Implementation
Processes and

Stakeholders

The three instruments outlined in this chapter each have their own specific require-
ments for designing, structuring and implementation, with particular input needed
from each key stakeholder. There is also a difference in the expected timeframe
before issuance, ranging from 6 to 12 months for an impact bond to over 18 months
for an SLB/SLL.

Figure 5.5 below summarises these key activities by instrument.

Table 5.3 following outlines the specific key role of each stakeholder.
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SLB/SLL Use of Proceeds

Impact Bonds

Pre-Structuring (Planning)

Consider Health
Expenditures Medium-
Term Fiscal Frameworks
and National Health
Policies

Structuring
~9-12 Months
Draft Sustainability + Engage Structuring
Framework Teams (Investment
Select Eligible Banks), CRAs

Expenditures Criteria
Engage Investors

Investors Roadshows

Post Issuance

The Task Force Prepares
Periodic Allocation
Reports (Ideally
Annually)

Obtain External Verifiers

+ Establish UoP Taskforce ~ + Select SPO Opinions on Allocation
Inter-Ministries, Reports
Comprising Participating + Review and Revise
Governmental Agencies Sustainability Framework

« Select Technical Support as and when Needed
Providers

+ Solicit Credit
Enhancement Providers

+18 Months

+ Consider Health Targets + Draft Sustainability + Engage Structuring + The Task Force Prepares
in Medium-Term Fiscal Framework Teams (Investment Periodic Performance
Frameworks and + Select Health KPIsand  Banks), CRAs o Reports (Ideally
National Health Policies Define SPTs + Set Additional = Annually)

+ Establish SLB Taskforce + Engage Investors Performance 1| + Obtain External Verifiers
Inter-Ministries, + Select SPO Parameters in the & Opinions on

Comprising Participating
Governmental Agencies
Select Technical Support
Providers and
sustainable Advisors
Solicit Credit
Enhancement Providers

Establish MRV
Governance Processes
and Controls

Financial Structure
(Size of Step-up/
downs, Observation
Dates, etc.)

Investors Roadshows

Performance Reports
Maintain and Regularly
Update Database on
KPIs and SPTs

Review and Revise
Sustainability Framework
as and when Needed

~6-12 Months

Identify Objectivily
Measurable Metrics of
Success

Identify Potential Service
Providers

Identify Potential
Investors and Sources of
Outcome Funding
(Government and/or
Donor)

If Needed, Contract
Advisor to Support
Impact Bond Design and
Structuring

Initiate Detailed
Discussions with any
External Outcome
Funders

Begin Design of Impact
Bond in Codrdination
with any External
Funders, and with
Investors

Identify Independent
Verification Agent (IVA)

.

Draft and Sign
Agreements with
Investors, and with
any External Outcome
Funders

Agree on Role of IVA,
and Draft and Sign
Contract with VA

Monitor Progress of
Impact Bond Based on
Reports from Investors
and the IVA

If Government is an
Outcome Payer, make
Payments to Investors
on Receipt of Validation
of Outcomes from IVA

Fig. 5.5: Summary of Instrument Implementation Process
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Stakeholder / Core Role in UoP Interest / Potential Engagement Phase of
Institution Bond/Loan or Incentive Concern /Risk  Strategy / Involvement

SLL/SLB Framing
Minister of Health * Health * Health * Health Frame asa Early
Included here could  bond/loan: Defines  bond/loan: bond/loan: Risk  fiscal innova- concept
be the Deputy eligible health Secures ring- of funds being tion fo achieve Througﬁ final
Ministers of projectsand invest-  fenced funding  diverted or misal-  core health reporting
Health/Ministers of ~ ment areas. for specific, located from mandates. (entire
State for Health * SIB/SLL: Identifies  planned health  infended Align withthe  lifecycle).

relevant KPls, helps ~ programmes. projects. national health

set ambitious SPTs, * SIB/SIL: * SIB/SLL: Risk  strategy, devel-

and develops/man- Drives and of failing fo meet  opment plan,

ages the MRV demonstrates SPTs, triggering ~ and debt man-

framework. national health  financial agement

*SIB/SLL: responsi-  improvements;  pendliies [e.g. strategy.

ble for advocating incentivisedto  coupon step-up)

for funding needed meet SPTs fo and reputational

to achieve SPT avoid financial  damage.

during the annual penalties and

budgeting process,  gain reputa-

and ensuring strong,  fional benefis.

evidence-based

implementation of the

relevant activities for

the selected KPI

* Both: Provides

technical health input

for the issuance

framework.
Minister of Finance  Both: Cusfodian of * Health * Dependency:  Frameasaco  Early
Also captured here  sovereign debtand ~ bond/loan: Heavy reliance  created fiscal ~ concept
could be the Chief  lead coordinatorof  Secures funding  on other min- innovation, through final
Economic Advisor,  the susfainability for specific istries (e.g. aligning with maturity
the Financial framework across national Health) for data  the national (entire
Secrefary [Perma- government. priorities. and perfor- debt manage-  lifecycle).
nent Secrefary for *SIB/SLL: The * SIB/SIL: mance to meet ment strategy
the MofF) Budgetdepartment  Raises general  reporting obliga-  and develop-

must ensure the KP- purpose funds ~ fions or SPTs. ment plan.

related activities are  while demon- * Financial: Risk ~ Emphasise

budgeted and strating commit- of financial market access

monitored during the ~ ment fo national  penalties (step-  and investor

budget cycle. goals. ups) if SPTs are diversification.

* Both: missed.
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Diversifies the
investor base;
signals market
leadership.

* Admin: High
administrative
burden for UoP
tracking or
SIB/SIL
verification.

SUMMARY OF INSTRUMENT IMPLEMENTATION PROCESSES AND STAKEHOLDERS



Stakeholder / CoreRoleinUoP  Interest / Potential Engagement Phase of
Institution Bond/Loan or Incentive Concern / Risk  Strategy / Involvement
SLL/SLB Framing
Presidency Provides high- Enhances Competing Frame asa high-  Beginning (to
Actors here level political national prestige  political priori-  visibility, legacy-  provide
couldinclude the  leadership, asaninnovator.  fies or timelines.  defining re?orm. mandate) and at
Chief Minister, ensures crossmin-  Builds credibility  Risk of reform Link fo the key inflection
Minister of State, ~isterial alignment,  with inernational  fatigue or national develop-  points [to resolve
efc. and sefs strafegic ~ partners. political ment agenda bottlenecks).
direction. Secures a opposition. and international

poliical legacy  Concemn over commifments

and drives the complexity  (e.g. SDGs).

national ofthe

ownership of commitments.

reforms.
Parliament Approves Ensures trans- Concern that Engage early Early consultation
Actors here national debt parency, fiscal  theinstrumentis  with clear, non- (pre-approval)
could include the  operations. prudence and too complex or  technical and at key report-
chairs for the par-  Ensures account- public bypasses fradi-  briefings. ing/inflection
liamentary ability for public  accountability tional oversight  Demonstrate points.
commitiee on expenditure and  Gains poliical  functions. fiscal discipline
health, finance,  performance capifal by cham- Political opposi-  and fangible
etc. commitments. pioning innova-  fion or lack of benefits for

tive and effective  crossparty citizens.

solutions for support. Identify and

citizens. empower Cross-

party champions.

Table 5.3: Summary of Key Stakeholders for Health Bond/Loan and SLL/SLB
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