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Key Takeaways
Debt-for-health swaps enable the simultaneous reduction of debt burdens and

the unlocking of predictable, longer-term financing for national health
priorities.

There are two broad types of debt-for-health swaps: (i) bilateral debt swaps,
where a creditor country cancels or reduces debt in exchange for the debtor

country’s commitment to invest the savings in health programmes; and (ii)
commercial debt swaps (debt conversions), where debt is refinanced through

market mechanisms to free resources for health.

Bilateral debt swaps generally require a strong relationship with the creditor
country. Their financial structure is less complex compared to debt conversions,
but these swaps are also limited in size, generally mobilising smaller amounts

for health priorities.

Debt conversions have the potential to mobilise substantial health financing for
countries with outstanding commercial debt eligible for buyback. However,

these market-based mechanisms involve a broad range of stakeholders, which
can weigh on timelines. Their success depends on the country’s access to

credit enhancement, which could substantially improve the overall debt profile.

There is no standard template for debt-for-health swaps. Considerations are
country-specific, and terms must reflect, among others, debt characteristics,

national laws, creditor frameworks and international requirements.

Common enabling factors include (i) having a well-defined, measurable and
investment-ready national health priority, (ii) robust governance through a

transparent and accountable mechanism to manage the funds, (iii) stakeholder
alignment and strong coordination, and (iv) institutional and technical capacity

at the government.
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ThiV chaSWeU aimV WR gXide RfficialV fURm MiQiVWUieV Rf FiQaQce (MRFV) aQd HealWh
(MRHV), aV Zell aV SUacWiWiRQeUV, WhURXgh Whe deVigQ aQd imSlemeQWaWiRQ Rf debW-fRU-
healWh VZaSV, Zhich SURYide a SRZeUfXl WRRl WR XQlRck fiVcal VaYiQgV fRU healWh Rbjec˦
WiYeV. The chaSWeU emShaViVeV WhaW Whe deciViRQ WR SXUVXe a debW VZaS, aV Zell aV Whe
chRice Rf debW VZaS W\Se (bilaWeUal YeUVXV cRmmeUcial, bRQd YeUVXV QRQ-bRQd,
iQWeUQaWiRQal YeUVXV dRmeVWic), mXVW be iQfRUmed b\ cRXQWU\-VSecific debW SURfileV,
fiVcal RbjecWiYeV aQd healWh VecWRU SUiRUiWieV. Each VecWiRQ SURYideV a SUacWical
fUameZRUk WR VXSSRUW WhiV deciViRQ-makiQg SURceVV, RXWliQiQg Whe ke\ VWeSV fRU VWUXc˦
WXUiQg aQd e[ecXWiQg VXcceVVfXl WUaQVacWiRQV.

DebW VZaSV aUe emeUgiQg aV a fiQaQcial WRRl WhaW caQ helS SURgUeVV WRZaUdV achieYiQg
XQiYeUVal healWh cRYeUage (UHC) iQ a cRQWe[W Rf QaUURZiQg fiVcal VSace aQd iQcUeaV˦
iQg debW VeUYice SUeVVXUeV, WhURXgh a dXal imSacW Rf XQlRckiQg addiWiRQal lRQg-WeUm
healWh fXQdiQg aQd UedXciQg debW bXUdeQV. MRFV haYe WUadiWiRQall\ emSlR\ed debW
VZaSV aV a liabiliW\ maQagemeQW iQVWUXmeQW WR cUeaWe fiVcal VaYiQgV, Zhich caQ be
chaQQelled WR deYelRSmeQW RbjecWiYeV, Zhile RSWimiViQg SXblic debW SURfileV, UedXciQg
UefiQaQciQg UiVkV aQd imSURYiQg fiVcal VXVWaiQabiliW\.

The WUadiWiRQal bilaWeUal debW VZaS aSSURach RUigiQaWed iQ Whe laWe 1980V iQ LaWiQ
AmeUica WR VXSSRUW QaWXUe cRQVeUYaWiRQ. TheVe WUaQVacWiRQV e[chaQged SRUWiRQV Rf
VRYeUeigQ debW fRU cRmmiWmeQWV WR biRdiYeUViW\ cRQVeUYaWiRQ aQd climaWe UeVilieQce.
OYeU Wime, RWheU VecWRUV haYe beQefiWed fURm bilaWeUal debW VZaSV, iQclXdiQg healWh,
edXcaWiRQ aQd fRRd VecXUiW\. AccRUdiQg WR Whe UQiWed NaWiRQV CRQfeUeQce RQ TUade
aQd DeYelRSmeQW, mRUe WhaQ 230 bilaWeUal VZaSV haYe beeQ cRQclXded iQ 58
cRXQWUieV ViQce 1987, ZiWh a cRmbiQed face YalXe Rf QeaUl\ USD 8 billiRQ. The GlRbal

Fiscal Savings for
Health Objectives
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FXQd haV beeQ a majRU Sla\eU iQ bilaWeUal debW-fRU-healWh VZaSV, cRQclXdiQg 14 agUee˦
meQWV ViQce 2007 ZiWh aQ aYeUage deal Vi]e Rf USD 23.5 milliRQ WR VXSSRUW QaWiRQal
healWh SURgUammeV WaUgeWiQg hXmaQ immXQRdeficieQc\ YiUXV (HIV), WXbeUcXlRViV
(TB) aQd malaUia. While WheVe RSeUaWiRQV haYe deliYeUed a meaQiQgfXl imSacW, WheiU
Vcale UemaiQV mRdeVW UelaWiYe WR Whe gURZiQg fiQaQciQg QeedV Rf healWh V\VWemV acURVV
AfUica, SUimaUil\ becaXVe Whe\ deSeQd RQ Whe geQeURViW\ Rf a cUediWRU cRXQWU\ WR
caQcel WheiU debW.

SiQce 2021, a QeZ geQeUaWiRQ Rf cRmmeUcial debW VZaSV (kQRZQ aV debW cRQYeU˦
ViRQV) haV emeUged, VigQificaQWl\ iQcUeaViQg Whe YRlXme Rf SRWeQWial WUaQVacWiRQV. IW
begaQ ZiWh QaWXUe cRQVeUYaWiRQ iQ LaWiQ AmeUica bXW iV QRZ beiQg aSSlied WR a
bURadeU UaQge Rf VecWRUV, iQclXdiQg edXcaWiRQ. ThiV QeZ geQeUaWiRQ Rf debW VZaSV haV
e[SaQded be\RQd SXUel\ fiQaQcial RbjecWiYeV WR eQcRmSaVV VWUXcWXUeV WhaW aligQ debW
maQagemeQW VWUaWegieV ZiWh QaWiRQal deYelRSmeQW SUiRUiWieV. TheVe iQQRYaWiYe mech˦
aQiVmV, ZheUe a cRXQWU\ e[chaQgeV SaUW Rf iWV e[iVWiQg debW fRU QeZ, gXaUaQWeed
bRUURZiQg XQdeU mRUe faYRXUable WeUmV, WheQ UeallRcaWeV (SaUW Rf) Whe aVVRciaWed
VaYiQgV WR VSecific SURjecWV, haYe gaiQed WUacWiRQ acURVV emeUgiQg maUkeWV aV gRYeUQ˦
meQWV Veek WR leYeUage debW Uelief fRU bURadeU VRciR-ecRQRmic aQd eQYiURQmeQWal
RXWcRmeV. IQ Whe eQYiURQmeQWal VSace, laUge-Vcale RSeUaWiRQV iQclXde WUaQVacWiRQV iQ
Beli]e (2021), BaUbadRV (2022; 2024) aQd GabRQ (2023). EcXadRU˭V debW VZaSV iQ
UeVSecW Rf Whe Gal¢SagRV IVlaQdV (2023) aQd Whe Ama]RQ (2024), BahamaV (2024)
aQd El SalYadRU (2024) XQlRcked RYeU USD 2.1 billiRQ fRU cRQVeUYaWiRQ, ZiWh RYeU
USD 4.6 billiRQ Rf debW e[chaQged.

ThiV mRdel haV alVR beeQ e[WeQded WR edXcaWiRQ, ZiWh CµWe d˭IYRiUe˭V (2024) WUaQV˦
acWiRQ, Zhich mRbiliVed EUR 40 milliRQ fRU edXcaWiRQ RYeU 5 \eaUV.
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ThiV cRQWe[W XQdeUVcRUeV Whe XUgeQc\ Rf e[SlRUiQg debW cRQYeUViRQV WR VXSSRUW Whe
healWh VecWRU, WhURXgh UefiQaQciQg e[iVWiQg debW ZiWh bRWh bRQd aQd QRQ-bRQd
iQVWUXmeQWV. B\ leYeUagiQg cUediW eQhaQcemeQW aQd maUkeW-baVed mechaQiVmV, debW
cRQYeUViRQV cRXld VigQificaQWl\ amSlif\ fiVcal VaYiQgV aQd chaQQel UeVRXUceV WRZaUd
healWh SUiRUiWieV aW Vcale.

Debt Swap Structures: Bilateral versus Commercial
BilaWeUal debW VZaSV aQd debW cRQYeUViRQV haYe diVWiQcW feaWXUeV. CRXQWU\-VSecific
RbjecWiYeV aQd fXQdameQWalV VhRXld gXide Whe VelecWiRQ Rf Whe mRVW VXiWable iQVWUX˦
meQW. Table 6.1 belRZ VXmmaUiVeV Whe ke\ chaUacWeUiVWicV Rf each VWUXcWXUe.

Fig. ᤒ.ᤍ: Map of Debt-for-Development Swaps Since ᤎᤌᤍᤔ (SRXUce)

https://findevlab.org/wp-content/uploads/2025/10/FDL_Policy-Note-29_A-trickle-to-a-stream_Oct25_FINAL.pdf
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Bilateral Debt Swaps Debt Conversions

Debt swap
mechanisms

Target existing
debt facilities

Involved third-
parties

Range of debt
swapped

Range of
programme
funding

Typical
programme
design timeline

Typical financial
execution
timeline

Note: The programme design phase includes agreeing on the health-linked application of
freed-up fiscal savings, policy and spend commitments, as well as related monitoring and
verification. The financial execution phase includes defining the structure, negotiating and
executing. Depending on the situation, these two phases can be successive or run in parallel.
Ranges are based on historical transactions that have been executed.

SeYeUal facWRUV Qeed WR be eYalXaWed WR aVVeVV ZheWheU a debW VZaS SURYideV Whe UighW
WRRl iQ Whe cRXQWU\˭V VSecific cRQWe[W. FRU cRXQWUieV faciQg XQVXVWaiQable debW

Debt cancellation or reduction- Step 1: Issuance of a new financing facility (bonds
or loans)

-

Step 2: Buyback of existing debt (bonds or loans)-

Bilateral loans- Commercial loans-

Bonds-

Bilateral creditors, who
approve a debt cancellation or
reduction

-

Global health institutions, such
as the Global Fund, to channel
the funding and monitor the
project

-

Development Finance Institutions and private sector
participants that provide credit enhancement to
lower the cost of the new facility through
guarantees, insurance.

-

Commercial lenders/investors, providing a new
facility instead of existing debt

-

Commercial investors holding existing debt-

Technical partners, supporting the design and/or
reporting, along with technical assistance in
implementation

-

USD 5-100 million- USD 150-1,500 million-

USD 1-75 million- USD 50-450 million-

0 to 12 months- 6 to 12 months-

6 to 12 months- 6 to 9 months-

Table ᤒ.ᤍ: Brief Comparison of Bilateral Debt Swaps vs Debt Conversions
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bXUdeQV, a cRmSUeheQViYe debW UeVWUXcWXUiQg, geQeUaWiQg VXbVWaQWial debW Uelief, iV
likel\ UeTXiUed. While debW VZaSV VeUYe aV a liabiliW\ maQagemeQW WRRl, Whe\ dR QRW
addUeVV VRlYeQc\ iVVXeV aQd VhRXld be YieZed aV a meaQV Rf SURYidiQg liTXidiW\
VXSSRUW. The deciViRQ WUee belRZ helSV WR QaYigaWe Whe deciViRQ-makiQg SURceVV.

Fig. ᤒ.ᤎ: Debt Swap Decision Tree
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Debt Swaps to Support Health Programmes
ALIGNING FINANCIAL FLOWS WITH HEALTH PROGRAMMES

The fiQaQcial flRZV geQeUaWed WhURXgh a debW VZaS aUe Zell-VXiWed WR healWh fiQaQciQg
QeedV, aV Whe\ WeQd WR be lRQg-WeUm, UegXlaU aQd SUedicWable. DebW VZaSV aUe QRW RQe-
Rff gUaQWV RU lRaQV. IQVWead, Whe\ eQable cRXQWUieV WR UediUecW WheiU VaYiQgV WRZaUdV
lRQg-WeUm healWh RbjecWiYeV. WheQ a cRXQWU\ eQWeUV a VZaS aUUaQgemeQW, iW agUeeV WR
make fi[ed, SeUiRdic Sa\meQWV iQWR a deYelRSmeQW fXQd RU WR a VSecified WhiUd SaUW\,
iQVWead Rf Sa\iQg WhRVe amRXQWV WR Whe RUigiQal cUediWRUV. TheVe Sa\meQWV aUe RfWeQ
VeW fRU Whe life Rf Whe VZaSSed debW, Zhich caQ be XS WR 20 \eaUV, aV iQ Whe caVe Rf
Beli]e, aQd W\Sicall\ abRYe 10 \eaUV - alWhRXgh bilaWeUal debW VZaSV caQ haYe a VhRUWeU
WeQXUe. BecaXVe Whe\ aUe liQked WR Whe VRYeUeigQ˭V debW-VeUYiciQg RbligaWiRQV, Whe
Sa\meQW flRZV caQ becRme a legall\ biQdiQg, lRQg-WeUm cRmmiWmeQW.

The XQiTXe VWUXcWXUe Rf WheVe fiQaQcial flRZV ZaUUaQWV caUefXl cRQVideUaWiRQ WR fXll\
haUQeVV WheiU SRWeQWial iQ adYaQciQg healWh RXWcRmeV. ThUee gXidiQg SUiQciSleV caQ
helS RUieQW Whe QaWXUe Rf VSeQdiQg WhaW a debW-fRU-healWh VZaS cRXld VXSSRUW:

FigXUe 6.3 belRZ highlighWV e[amSleV Rf healWh VSeQdiQg WhaW cRXld be aligQed ZiWh
WhRVe SUiQciSleV - deSeQdiQg RQ Whe cRXQWU\ cRQWe[W.

Long-term Yision and goYernment oZnership. DefiQe a cleaU lRQg-WeUm
YiViRQ fRU ZhaW VZaS UeVRXUceV Zill achieYe, aligQ iW ZiWh QaWiRQal SlaQV, XWiliVe
cRQVXlWaWiRQV aW bRWh deVigQ aQd RSeUaWiRQal leYelV, aQd eVWabliVh meaVXUable
UeVXlWV aQd RXWcRme-baVed cRmmiWmeQWV WR gXide VSeQdiQg RYeU maQ\ \eaUV.

-

Spending that benefits from long-term financing. DiUecW UeVRXUceV WR
e[SeQdiWXUeV ZiWh SUedicWable mXlWi-\eaU cRVWV RU high lRQg-WeUm UeWXUQV, fRU
e[amSle, maiQWeQaQce SURgUammeV, iQfecWiRXV diVeaVe VXUYeillaQce V\VWemV,
YacciQe fiQaQciQg aQd camSaigQV, ZRUkfRUce WUaiQiQg, climaWe-UeVilieQW
iQfUaVWUXcWXUe aQd bURadeU hXmaQ caSiWal.

-

Additionall\, Zith goYernment budgets. ImSlemeQW gRYeUQaQce aQd VelecWiRQ
UXleV WhaW eQVXUe VZaS fXQdV dR QRW diVSlace baVeliQe gRYeUQmeQW VSeQdiQg bXW
aUe iQVWead accUeWiYe WR iW. PUacWical meaVXUeV iQclXde SUiRUiWiViQg SURgUammeV
WhaW Whe bXdgeW ZRXld QRW Ueliabl\ fXQd, aQd chaQQelliQg TXick-UeleaVe fXQdV fRU
emeUgiQg QeedV aQd VXVWaiQed fiQaQce fRU lRQgeU-WeUm SURgUammeV.

-
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DELIVERING HEALTH PROGRAMMES

DebW VZaS-fXQded SURgUammeV haYe WUadiWiRQall\ beeQ deliYeUed b\ imSlemeQWiQg
eQWiWieV WhaW aUe accRXQWable fRU Whe SURgUamme imSlemeQWaWiRQ. OfWeQ, Whe debW
VZaS eQableU (Whe bilaWeUal cUediWRU iQ a bilaWeUal debW VZaS RU Whe deYelRSmeQW
fiQaQce iQVWiWXWiRQ SURYidiQg cUediW eQhaQcemeQW iQ a debW cRQYeUViRQ) UeTXeVWV WhaW
VXch iQWeUmediaUieV SURYide Whem ZiWh cRmfRUW UegaUdiQg Whe SURgUamme deliYeU\.
TheUe caQ be WUaQVacWiRQ cRVWV fRU VeWWiQg XS WhRVe iQWeUmediaUieV, aQd diffeUeQW
mRdelV haYe beeQ XVed WhXV faU, ZiWh cRVWV W\Sicall\ gRiQg iQ decUeaViQg RUdeU:

Fig. ᤒ.ᤏ: Examples of Concrete Health Programmes That Could Leverage Debt Conversions

Setting up a dedicated trust fund. A legall\ iQdeSeQdeQW, VeSaUaWe eQWiW\, ZiWh
bRaUd membeUV fURm Whe gRYeUQmeQW, Whe imSlemeQWiQg SaUWQeU, aQd RWheU

-
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iQdeSeQdeQW WechQical e[SeUWV aQd SURfeVViRQalV, Zhich eQVXUeV WhaW Whe
UeVRXUceV fUeed b\ Whe debW VZaS aUe aSSlied aV agUeed aQd VXbjecW WR VWURQg
gRYeUQaQce. FRU e[amSle, Beli]e˭V 2021 blXe bRQd debW VZaS led WR Whe cUeaWiRQ
Rf aQ iQdeSeQdeQW cRQVeUYaWiRQ WUXVW fXQd - Whe Beli]e FXQd fRU a SXVWaiQable
FXWXUe (BFSF). The BFSF UeceiYeV lRQg-WeUm Sa\meQWV fURm Whe GRYeUQmeQW Rf
Beli]e aQd allRcaWeV WheVe flRZV WRZaUdV maUiQe aQd cRaVWal SURWecWiRQ. IW iV
eVVeQWial WR deWeUmiQe XSfURQW ZheWheU a QeZ WUXVW fXQd Zill be XVed fRU fXWXUe
RSeUaWiRQV, QRW jXVW Whe VSecific WUaQVacWiRQ, aV WhiV iQfRUmV iWV deVigQ aQd
gRYeUQaQce, allRZiQg WUaQVacWiRQ cRVWV WR be VSUead acURVV diffeUeQW RSeUaWiRQV.
FRU e[amSle, Whe Se\chelleV XWiliVed Whe Se\chelleV CRQVeUYaWiRQ aQd ClimaWe
AdaSWaWiRQ TUXVW, eVWabliVhed fRU Se\chelleV˭ 2015 debW VZaS, WR UeceiYe SURceedV
fURm a blXe bRQd WUaQVacWiRQ.

Using e[isting structures. LeYeUagiQg e[iVWiQg VWUXcWXUeV WR faciliWaWe Whe
RbjecWiYeV Rf Whe debW VZaS, eiWheU aW Whe QaWiRQal RU glRbal leYel.

-

NaWiRQal VWUXcWXUeV: CRXQWU\-VSecific, QaWiRQal WUXVW fXQdV. FRU e[amSle, Whe
BahamaV 2024 cRmmeUcial debW VZaS ZaV imSlemeQWed WhURXgh Whe
BahamaV PURWecWed AUeaV FXQd (BPAF). The BPAF ZaV SUeYiRXVl\
eVWabliVhed iQ 2014 b\ aQ AcW Rf PaUliameQW WR SURYide ˰VXVWaiQable
fiQaQciQg iQWR SeUSeWXiW\˱ fRU Whe maQagemeQW Rf Whe cRXQWU\˭V SURWecWed˦
aUeaV V\VWem. The El SalYadRU debW VZaS iQYRlYed a cRllabRUaWiRQ beWZeeQ
Whe alUead\ e[iVWiQg EQYiURQmeQWal IQYeVWmeQW FXQd Rf El SalYadRU aQd
CaWhRlic Relief SeUYiceV.

-

GlRbal VWUXcWXUeV: IQVWead Rf chaQQelliQg Whe fXQdV WR a VeSaUaWe WUXVW fXQd,
Whe fiVcal VaYiQgV caQ be chaQQelled WR iQWeUQaWiRQal RUgaQiVaWiRQV RU
deYelRSmeQW iQVWiWXWiRQV alUead\ SUeVeQW iQ Whe cRXQWU\ aQd ZiWh maQdaWeV
WhaW aUe aligQed ZiWh Whe debW VZaS RbjecWiYeV. FRU e[amSle, Whe GlRbal
FXQd, WhURXgh iWV debW-fRU-healWh mRdel, haV beeQ Zidel\ XVed aV aQ
imSlemeQWiQg chaQQel fRU bilaWeUal debW-fRU-healWh VZaSV RZiQg WR iWV
VWURQg fidXciaU\ V\VWemV, laUge iQ-cRXQWU\ deliYeU\ fRRWSUiQW, aQd Uead\
SiSeliQe Rf WechQicall\ YeWWed SURgUammeV WhaW allRZ cRXQWUieV WR UaSidl\
aQd WUaQVSaUeQWl\ WUaQVlaWe debW VZaS SURceedV iQWR meaVXUable healWh
imSacW (Vee Whe bR[ belRZ: The History of Debt-for-Health Swaps).

-

Using countr\ s\stems. FRU iWV 2024 cRmmeUcial debW VZaS, CµWe d˭IYRiUe iV
XWiliViQg iWV e[iVWiQg V\VWemV aQd iQVWiWXWiRQV WR deliYeU Whe SURgUamme. IQ WhiV

-

https://bahamasprotected.com/about/
https://bahamasprotected.com/about/
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The History of Debt-for-Health Swaps

Debt-for-health swaps had a brief history with the United Nations Children’s Fund (UNICEF) between
1991 and 1993, during which the institution served as the implementing organisation for seven
debt-swap operations, totalling approximately USD 75 million. Older debt swaps that benefited the
health sector included approximately 8% of the French add-on programme to Heavily Indebted Poor
Country (HIPC) debt relief, known as the Contrat Désendettement Développement, and a debt
buyback of Nigerian debt by the River Blindness Foundation to combat river blindness in 1993.

It was only after the Global Fund launched its debt-for-health programme in 2007 that debt swap
resources started supporting the health sector at scale. Leveraging its role as the most prominent
global health financier and its extensive operational footprint across more than 120 countries, the
Global Fund introduced Debt2Health (D2H), a structured, high-integrity model that transformed debt
swaps from ad hoc instruments into a reliable and scalable financing tool for health. Unlike earlier
swaps, D2H embedded rigorous fiduciary oversight, transparent reporting and measurable pro‐
grammatic commitments - giving creditors the assurance they needed and enabling countries to
channel resources immediately into technically vetted, high-impact health interventions.

Three features of the Global Fund’s model proved catalytic. First, its existing grant architecture and
trusted assurance systems (including independent audits, procurement controls and in-country grant
management structures) dramatically reduced transaction costs and implementation risks. Second, its
Register of Unfunded Quality Demand (UQD) (See: https://resources.theglobalfund.org/en/grant-
life-cycle/grant-making/unfunded-quality-demand/) provided a ready pipeline of technically
reviewed, country-owned programmes, allowing debt-swap proceeds to be rapidly absorbed
without lengthy design phases. Third, the Global Fund’s established relationships with MoFs and
MoHs created the political and operational alignment needed to turn cancelled debt into sustained
domestic investments.

As a result, D2H became the first mechanism to deliver debt-for-health swaps at a meaningful scale,
demonstrating that well-structured swaps could reliably produce additional, predictable funding for
national HIV, TB, malaria and health-systems priorities - while maintaining full country ownership and
alignment with national strategic plans. Between 2007 and 2025, the Global Fund closed 14 trans‐
actions involving three creditor countries (Australia, Germany and Spain), converting nearly USD
500 million of bilateral debt into USD 330 million in health funding for 11 debtor countries.
Germany, in particular, contributed to more than 84% of the health investments generated by the D2H
programme.

caVe, Whe VaYiQgV aUe chaQQelled iQWR aQ alUead\ e[iVWiQg edXcaWiRQ-VecWRU
SURgUamme-fRU-UeVXlWV VXSSRUWed b\ Whe WRUld BaQk.

https://resources.theglobalfund.org/en/grant-life-cycle/grant-making/unfunded-quality-demand/
https://resources.theglobalfund.org/en/grant-life-cycle/grant-making/unfunded-quality-demand/
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Description and Rationale
BilaWeUal debW-fRU-healWh VZaSV aUe YRlXQWaU\ RSeUaWiRQV ZheUeb\ a bilaWeUal cUediWRU
agUeeV WR caQcel RU UedXce e[iVWiQg debW iQ e[chaQge fRU a SUedeWeUmiQed healWh
VSeQdiQg cRmmiWmeQW b\ Whe debWRU cRXQWU\. The debWRU cRXQWU\ Zill UeallRcaWe all
RU SaUW Rf Whe debW VeUYice RQ Whe caQcelled RU UedXced debW WR VXSSRUW a SUe-
aSSURYed healWh SURgUamme RYeU Wime. IQ RWheU ZRUdV, iQVWead Rf UeSa\iQg Whe debW
WR Whe cUediWRU, Whe debWRU cRXQWU\ VSeQdV iW RQ aQ iQ-cRXQWU\ SURgUamme. The healWh
SURgUamme ma\ be imSlemeQWed b\ a UeSXWable iQWeUQaWiRQal RUgaQiVaWiRQ aQd/RU b\
Whe gRYeUQmeQW RU SXblic iQVWiWXWiRQV.

Bilateral Debt-for-Health
Swaps

Fig. ᤒ.ᤐ: Bilateral Debt Swap Schematic
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The iQceQWiYeV fRU Whe SaUWieV RQ a bilaWeUal debW VZaS W\Sicall\ iQclXde Whe fRllRZiQg:

Case Study: A Large-Scale Debt-for-Health Swap Accelerating
Tuberculosis Elimination

In 2022, as part of the 7th Replenishment, Germany announced a significant new commitment to the
Global Fund, explicitly reaffirming that EUR 100 million of this commitment would be delivered
through debt-for-health (D2H) mechanisms. Building on more than a decade of successful D2H coop‐
eration, Germany and Indonesia initiated discussions to convert a portion of Indonesia’s bilateral
debt into predictable financing for national health priorities - primarily tuberculosis (TB), a disease for
which Indonesia carries the world’s second-highest burden.

The pathway from political commitment to implementation followed a structured, multi-step process:

FRU Whe debWRU cRXQWU\, Whe WUaQVacWiRQ XQlRckV addiWiRQal healWh fiQaQciQg Zhile
adYaQciQg QaWiRQal deYelRSmeQW gRalV.

-

FRU Whe cUediWRU cRXQWU\, Whe VZaS SURYideV a Yehicle WR UeiQfRUce iWV
cRmmiWmeQW WR glRbal healWh diSlRmac\, SRWeQWiall\ iQcUeaViQg Official
DeYelRSmeQW AVViVWaQce (ODA) XQdeU VSecific cRQdiWiRQV.

-

FRU Whe healWh iQWeUmediaU\, iW eQableV Whem WR e[SaQd WheiU RSeUaWiRQV aQd
demRQVWUaWe a gUeaWeU imSacW iQ Whe cRXQWU\.

-

Political signalling and resource availability (2018-2022). Following Germany’s confirmation
of available D2H funding, Indonesia’s MoH and MoF jointly expressed interest and submitted
a formal request to the German Federal Ministry for Economic Cooperation and Development
(BMZ). Germany’s public pledge at the 7th Replenishment reinforced the feasibility and
political momentum behind the deal.

1.

Joint design and negotiation (2019-2021). Technical teams from Indonesia, the BMZ, KfW
and the Global Fund collaborated to define priority interventions, align the operation with
Indonesia’s National TB Strategy, and confirm that the Global Fund would serve as the
implementing and fiduciary platform. This ensured that all debt-swap proceeds would flow into
technically vetted, high-impact TB interventions - leveraging the Global Fund’s existing grant
architecture and UQD pipeline.

2.

Agreement and signing (April 2021). Germany and Indonesia signed a debt-for-health
agreement converting USD 56 million of Indonesian debt into USD 56 million of additional
health investments. All funds were channelled through the Global Fund’s TB programme,
enabling rapid absorption, transparent reporting and reliable monitoring through established
assurance systems.

3.
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This operation demonstrates how a clear political commitment by a creditor (Germany), strong
country ownership (Indonesia) and a trusted delivery platform (the Global Fund) can turn public debt
into measurable health impact at scale. It also illustrates the strengths that make the Global Fund a
partner of choice for debt-for-health swaps. Through its long-standing relationships with MoFs and
MoHs, the Global Fund has consistently helped align priorities between debtor and creditor coun‐
tries, grounding each transaction in nationally endorsed strategies and measurable outcomes. Its
established governance, fiduciary and assurance systems provide the accountability that creditors
require, while dramatically reducing implementation risk and transaction costs. The Global Fund’s
UQD pipeline provides a ready pool of vetted interventions, addressing capacity constraints, accel‐
erating programme design and ensuring additionality. Moreover, by integrating swap proceeds into
existing grants and national planning cycles, debt-for-health avoids parallel structures and reinforces
existing systems for implementing, auditing, measuring and reporting impact. These strengths have
enabled the Global Fund to deliver a series of timely, mutually beneficial debt swaps over nearly two
decades, helping turn complex political and operational challenges into a durable health impact.

Enabling Conditions

A fiUVW VWeS iV WR ideQWif\ Whe liVW Rf SRWeQWial bilaWeUal cUediWRUV. The e[eUciVe caQ
iQYRlYe cRmSiliQg a liVW Rf bilaWeUal cUediWRU cRXQWUieV, iQclXdiQg Whe UeVSecWiYe Vi]e Rf
WheiU claimV aQd Whe UemaiQiQg dXUaWiRQ, aV Zell aV ZheWheU Whe debW ZaV SURYided
baVed RQ cRQceVViRQal Rfficial deYelRSmeQW aVViVWaQce (ODA) lRaQV. IQ addiWiRQ WR
Whe cRXQWU\˭V iQWeUQal debW maQagemeQW daWabaVe, WhiV iQfRUmaWiRQ caQ alVR be fRXQd
iQ SXblic daWabaVeV VXch aV Whe WRUld BaQk IQWeUQaWiRQal DebW SWaWiVWicV. IW ZRXld be
eVVeQWial WR fRcXV RQ Whe Vi]e aQd WeUmV Rf Whe debW, SUiRUiWiViQg cUediWRUV ZiWh RXW˦
VWaQdiQg amRXQWV iQ liQe ZiWh Whe cRXQWU\˭V healWh SURgUamme˭V fiQaQciQg QeedV aQd
SRWeQWiall\ Whe mRUe e[SeQViYe bilaWeUal debW.

The VecRQd VWeS iV WR ideQWif\, amRQg Whe e[iVWiQg cUediWRU cRXQWUieV, WhRVe ZhR
ZRXld mRVW likel\ VXSSRUW a debW VZaS. ThaW ideQWificaWiRQ e[eUciVe deSeQdV RQ a
VSecWUXm Rf iQdicaWRUV, iQclXdiQg:

Implementation and results (2021-2025). Debt-for-health proceeds have supported major
national initiatives to strengthen TB diagnosis, treatment and surveillance. This includes the roll-
out of over 2,000 diagnostic machines, significant expansion of drug-resistant TB treatment
coverage, financial enablers for patients and new digital tools linking frontline facilities to the
national TB reporting system. These investments directly support Indonesia’s goal of eliminating
TB by 2030 while building lasting health system capacity.

4.

Identif\ing plausible debt for a bilateral sZap1.
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CRXQWUieV cRQVideUiQg a debW-fRU-healWh-VZaS caQ leYeUage leVVRQV leaUQed fURm
SUeYiRXV caVeV WR ideQWif\ Whe leadiQg eQableUV fRU glRbal imSlemeQWaWiRQ:

CUediWRU cRXQWUieV WhaW haYe a VWURQg bilaWeUal UelaWiRQVhiS ZiWh Whe debWRU
cRXQWU\. IQ clRVe cRllabRUaWiRQ ZiWh Whe FRUeigQ MiQiVWU\, Whe debWRU cRXQWU\ caQ
ideQWif\ ke\ cUediWRUV mRVW likel\ WR SURYide fiQaQcial VXSSRUW, SaUWicXlaUl\ fRU iWV
healWh V\VWem.

-

CUediWRU cRXQWUieV WhaW haYe a WUack UecRUd Rf VXSSRUWiQg debW VZaSV, eVSeciall\
iQ healWh. HiVWRUicall\, GeUmaQ\ aQd SSaiQ aUe Whe WZR cRXQWUieV WhaW haYe
VXSSRUWed Whe mRVW debW-fRU-healWh VZaSV.

-

CUediWRU cRXQWUieV WhaW haYe UeceQWl\ aQQRXQced debW VZaS SURgUammeV.-

SSaiQ aQQRXQced aW Whe FRXUWh IQWeUQaWiRQal CRQfeUeQce RQ FiQaQciQg fRU
DeYelRSmeQW iQ JXl\ 2025 WhaW iW ZRXld VWeS XS iWV debW-fRU-deYelRSmeQW
VZaS effRUWV.

-

IQ JXQe 2025, IWal\ aQQRXQced a EUR 235 milliRQ debW VZaS SURgUamme WR
VXSSRUW lRcal deYelRSmeQW SURjecWV RYeU 10 \eaUV.

-

IQ JXl\ 2025, ChiQa aQd Eg\SW VigQed a fUameZRUk agUeemeQW fRU Whe fiUVW
ShaVe Rf a debW VZaS SURgUamme WhURXgh ChiQa IQWeUQaWiRQal DeYelRSmeQW
CRRSeUaWiRQ AgeQc\ lRaQV, maUkiQg Whe fiUVW VXch iQiWiaWiYe b\ ChiQa, Zhich
ma\ SaYe Whe Za\ fRU addiWiRQal debW VZaSV.

-

Political and institutional arrangements in the debtor countr\2.

SWURQg SRliWical leadeUVhiS aQd bX\-iQ VigQal WhaW Whe iQVWUXmeQW iV acceSWed aW
Whe SRliWical leYel, aQd WheUefRUe, WhaW Whe gRYeUQmeQW Zill be ZilliQg WR iQYeVW
SRliWical caSiWal iQ chamSiRQiQg Whe fXll imSlemeQWaWiRQ Rf Whe VZaS aQd
eQVXUiQg accRXQWabiliW\.

-

A cleaU iQVWiWXWiRQal VWUXcWXUe WhaW defiQeV Whe lead miQiVWU\, VXSSRUWed b\ RWheU
UeleYaQW miQiVWUieV, deSaUWmeQWV aQd ageQcieV (MDAV). The lead miQiVWU\ iV
W\Sicall\ Whe MRF, VXSSRUWed b\ Whe MRH, Zhich leadV Whe imSlemeQWaWiRQ Rf Whe
agUeemeQW RQce fiQaliVed.

-

AligQmeQW ZiWh QaWiRQal deYelRSmeQW gRalV iV cUXcial WR eQVXUe WhaW Whe VZaS
SURceedV cRmSlemeQW Whe gRYeUQmeQW˭V SlaQV aQd SUiRUiWieV aQd dR QRW eVWabliVh
a VeSaUaWe aQd SRWeQWiall\ fUagmeQWed VeW Rf SUiRUiWieV.

-
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A debW-fRU-healWh VZaS iQYRlYeV mXlWiSle acWRUV ZiWh diVWiQcW URleV, VR VecXUiQg eaUl\
SRliWical bX\-iQ fURm a Vmall gURXS Rf high-leYel VWakehRldeUV iV eVVeQWial. TheVe iQdi˦
YidXalV Zill YaU\ b\ cRXQWU\, bXW WheiU eQdRUVemeQW VigQalV gRYeUQmeQW cRmmiWmeQW
aQd aligQmeQW aURXQd Whe SURceVV. EaUl\ eQgagemeQW VhRXld be iQWeUacWiYe aQd
WailRUed, fUamiQg Whe debW VZaS iQ WeUmV Rf each VWakehRldeU˭V SUiRUiWieV, SaiQ SRiQWV
aQd iQceQWiYeV. TR dR WhiV effecWiYel\, WheiU iQWeUQal cRQceUQV mXVW be Zell XQdeUVWRRd
iQ adYaQce, aQWiciSaWed aQd diUecWl\ addUeVVed iQ Whe bUiefiQg maWeUialV SUeSaUed fRU
WheVe diVcXVViRQV.

FRU fXUWheU deWailV RQ Whe diffeUeQW VWakehRldeUV iQYRlYed, SleaVe Vee Whe
ImSlemeQWaWiRQ VecWiRQ Zhich fRllRZV.

Opportunities and Challenges
OPPORTUNITIES

BilaWeUal debW VZaSV caQ mRbiliVe addiWiRQal fXQdiQg fRU healWh VeUYiceV WhaW aligQ
ZiWh QaWiRQal healWh VWUaWegieV. ThiV VhRXld be Whe VWaUWiQg SRiQW fRU a debW-fRU-healWh
VZaS, aQd Whe gRYeUQmeQW VhRXld Sla\ a ke\ URle iQ ideQWif\iQg SRWeQWial XVeV Rf Whe
SURceedV. The MRH caQ ideQWif\ healWh SURgUammeV WhaW aUe mRUe likel\ WR be addi˦
WiRQal aQd WhaW Zill QRW cRme aW Whe e[SeQVe Rf bXdgeW allRcaWiRQV fURm Whe MRF.

A bilaWeUal debW VZaS caQ alVR cRme ZiWh addiWiRQal fiQaQcial beQefiWV.

BXildiQg cRXQWU\ RZQeUVhiS fURm Whe VWaUW iV eVVeQWial WR eQVXUe WUaQVSaUeQc\,
accRXQWabiliW\ aQd Whe XVe Rf cRXQWU\ V\VWemV WR deliYeU RQ Whe debW VZaS,
aligQiQg ZiWh Whe SUiQciSleV Rf aid effecWiYeQeVV aQd Whe LXVaka ageQda.

-

The fRUmaWiRQ Rf aQ RYeUVighW aQd cRRUdiQaWiQg mechaQiVm eQVXUeV WhaW all
UeleYaQW VWakehRldeUV haYe aQ RSSRUWXQiW\ WR Zeigh iQ aQd aUe SaUW Rf Whe
deciViRQ-makiQg SURceVV.

-

Earl\ political bu\-in3.

A bilaWeUal debW VZaS mighW fUee XS addiWiRQal fiVcal VSace WhURXgh debW Uelief,
Zhich ZaV Whe caVe iQ 8 Rf Whe 14 VZaSV imSlemeQWed b\ Whe GlRbal FXQd.

-

AddiWiRQall\, debW VZaSV VhRXld lRZeU demaQd RQ fRUeigQ UeVeUYeV becaXVe Whe\
W\Sicall\ allRZ Whe debWRU cRXQWU\ WR make Whe UeSXUSRVed Sa\meQWV iQ lRcal
cXUUeQc\.

-
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WRUkiQg WhURXgh a glRbal healWh iQVWiWXWiRQ, VXch aV Whe GlRbal FXQd, haV VigQificaQW
XSVideV. The iQVWiWXWiRQ eQVXUeV WhaW fXQdiQg flRZV WR SUe-defiQed fXQdiQg gaSV WhaW
Whe gRYeUQmeQW YeWV fRU WheiU TXaliW\. IQ addiWiRQ, iWV SlaWfRUm VeWV VWaQdaUdV fRU
WUaQVSaUeQc\, iQclXViRQ, cRXQWU\ RZQeUVhiS, accRXQWabiliW\ aQd meaVXUable RXWcRmeV
baVed RQ iQdicaWRUV WhaW aUe iQdeSeQdeQW, WUaQVSaUeQW aQd accXUaWe aQd WhaW iQYRlYe
ciYil VRcieW\. While debW VZaS QegRWiaWiRQV WimeliQeV caQ be SURWUacWed, Whe iQVWiWXWiRQ
VhRXld haYe Whe adYaQWage Rf haYiQg a SiSeliQe Rf healWh SURgUammeV aZaiWiQg
fXQdiQg, fRU e[amSle, WhURXgh iWV RegiVWeU Rf UQD iQ Whe caVe Rf Whe GlRbal FXQd.
LaVWl\, fXQdV geQeUaWed b\ debW VZaSV caQ VeUYe aV Whe cRXQWU\˭V cR-fiQaQciQg
Sa\meQW. ThiV helSV e[SlaiQ Zh\ all Whe ideQWified debW-fRU-healWh VZaSV ViQce 2007
haYe beeQ chaQQelled WhURXgh Whe GlRbal FXQd.

CHALLENGES

The SUimaU\ challeQge Rf a bilaWeUal debW VZaS iV aligQiQg Whe iQceQWiYeV beWZeeQ Whe
cUediWRU aQd debWRU cRXQWUieV. ThiV iQYRlYeV ideQWif\iQg Whe aSSURSUiaWe healWh
acWiYiW\ VXSSRUWed b\ Whe VZaS, aV Zell aV Whe imSlemeQWiQg ageQc\ WhaW Zill SURYide
cRmfRUW WR bRWh cRXQWUieV. MRUeRYeU, cRQYiQciQg Whe cUediWRU cRXQWU\ WR caQcel RU
UedXce iWV debW claimV demaQdV VXbVWaQWial QegRWiaWiRQ.

IdeQWif\iQg aQ RUgaQiVaWiRQ WhaW Zill be Whe cXVWRdiaQ Rf Whe fiVcal VaYiQgV UeleaVed b\
Whe debW VZaS aQd helS WR imSlemeQW Whe debW VZaS iV a ke\ SaUameWeU iQ Whe QegRWia˦
WiRQ. ThiV RUgaQiVaWiRQ QeedV WR haYe cUedibiliW\ fRU Whe imSlemeQWaWiRQ, mRQiWRUiQg
aQd eYalXaWiRQ Rf healWh SURgUammeV iQ Whe cRXQWU\. AV meQWiRQed abRYe, a QeZ
eQWiW\ cRXld be eVWabliVhed, RU aQ e[iVWiQg RUgaQiVaWiRQ ideQWified.

LaVWl\, UaWiQg ageQcieV VhRXld YieZ bilaWeUal debW VZaSV aV SRViWiYe eYeQ if Whe\
haYe W\Sicall\ UeSUeVeQWed RQl\ a maUgiQal SRUWiRQ Rf Whe debWRU cRXQWU\˭V WRWal
debW. GiYeQ Whe iQYRlYemeQW Rf Rfficial bilaWeUal SaUWQeUV aQd Whe VmalleU Vi]e Rf
Whe debW VZaSV, cUediW UaWiQg cRQVideUaWiRQV caUU\ leVV ZeighW fRU bilaWeUal debW
VZaSV cRmSaUed WR debW cRQYeUViRQV.

-
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Implementation
LIFE CYCLE OF A BILATERAL DEBT SWAP

Fig. ᤒ.ᤑ: Bilateral Debt Swap Life Cycle

Identification and political agreement. BRWh cUediWRU aQd debWRU
gRYeUQmeQWV agUee iQ SUiQciSle RQ cRQYeUWiQg SaUW, RU all, Rf Whe RXWVWaQdiQg
debW iQWR healWh-UelaWed fXQdiQg. The\ aVVeVV feaVibiliW\, aligQmeQW ZiWh healWh
aQd deYelRSmeQW RbjecWiYeV aQd mXWXal iQWeUeVW.

1.

Negotiation and legal frameZork. A fRUmal agUeemeQW defiQeV Whe debW
amRXQW aQd aVVRciaWed WUeaWmeQW, iQclXdiQg Whe VhaUe WR be caQcelled RU
UedXced, Whe aSSlicaWiRQ Rf Whe VaYiQgV geQeUaWed WRZaUdV aQ agUeed dRmeVWic
iQYeVWmeQW, Whe imSlemeQWiQg ageQc\ aQd Whe gRYeUQaQce VWUXcWXUe.

2.

Debt cancellation. The cUediWRU caQcelV all, RU a SRUWiRQ, Rf Whe agUeed debW,
Zhile Whe debWRU cRmmiWV Whe SUe-agUeed Sa\meQWV WR a QaWiRQal RU dedicaWed
fXQd, if Qeeded, fRU Whe agUeed-XSRQ SURjecWV RU SURgUammeV.

3.

Project selection and implementation. FXQdV aUe allRcaWed WR YeWWed
SURgUammeV aligQed ZiWh QaWiRQal SUiRUiWieV aQd imSlemeQWed WhURXgh
eVWabliVhed V\VWemV RU a dedicaWed fXQd.

4.

Monitoring and reporting. PeUfRUmaQce iV WUacked aQd UeSRUWed WUaQVSaUeQWl\
WR all SaUWieV, eQVXUiQg accRXQWabiliW\ aQd meaVXUable imSacW.

5.

Closure and eYaluation. USRQ cRmSleWiRQ, UeVXlWV aUe eYalXaWed, leVVRQV aUe
dRcXmeQWed aQd Whe agUeemeQW iV fRUmall\ clRVed.

6.
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STAKEHOLDER ENGAGEMENT

OQce Whe deciViRQ WR VZaS debW fRU healWh haV beeQ made, Whe lead miQiVWU\ ideQWifieV
all cUiWical VWakehRldeUV fURm UeleYaQW MDAV aQd iQcRUSRUaWeV Whem iQWR Whe SURceVV.
IQYRlYed VWakehRldeUV VhRXld be adaSWed WR each cRXQWU\˭V iQVWiWXWiRQal aQd SRliWical
cRQWe[W.

IQ maQ\ caVeV, Whe iQiWiaWRUV Rf bilaWeUal debW VZaSV aUe Whe MRF RU Whe cUediWRU
QaWiRQ. The URle Rf Whe MRH iQ WheVe ViWXaWiRQV iV WR be UeVSRQViYe WR UeTXeVWV fRU
iQfRUmaWiRQ RQ SUiRUiW\ iQWeUYeQWiRQV aQd WheiU cRVWV, aQd eQVXUe fRllRZ-XS ZiWh Whe
MRF, leadiQg Whe WUaQVacWiRQ.

ThaW Vaid, Whe MRH cRXld be Whe RUigiQaWRU Rf Whe idea Rf Whe debW-fRU-healWh VZaSV.
IQ WhiV iQVWaQce, Whe MRH caUUieV gUeaWeU UeVSRQVibiliW\ fRU eaUl\-VWage SUeSaUaWiRQ,
iQclXdiQg eQVXUiQg WhaW Whe SURSRVal iV WechQicall\ VRXQd, VXSSRUWed b\ cUedible daWa,
aQd cleaUl\ aUWicXlaWeV Whe UaWiRQale fRU Zh\ VXch a mechaQiVm iV Qeeded aQd hRZ
fXQdV ZRXld be effecWiYel\ XWiliVed. If Whe MRF haV SUeYiRXVl\ UaiVed cRQceUQV, fRU
e[amSle, abRXW abVRUSWiYe caSaciW\ RU fiQaQcial maQagemeQW, WheVe VhRXld be SURac˦
WiYel\ addUeVVed iQ aQ iQiWial bUiefiQg QRWe RU cRQceSW QRWe VhaUed ZiWh Whe MRF aQd
RWheU high-leYel VWakehRldeUV. CleaU, eYideQce-baVed cRmmXQicaWiRQ aW WhiV VWage
bXildV cRQfideQce. IW faciliWaWeV cURVV-miQiVWeUial aligQmeQW RQce Whe MRF aligQV ZiWh
Whe SlaQ aQd becRmeV Whe lead fRU Whe debW VZaS. The MRH˭V URle WheQ VhifWV WR fRllRZ
XS aQd cRQWiQXed eQgagemeQW iQ SURSRVal ZUiWiQg, cUediWRU eQgagemeQWV aQd imSle˦
meQWaWiRQ SlaQV.
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Stakeholder /
Institution

Core Role in
Debt Swap
Process

Interest / Incentive Potential Concern
/ Risk

Engagement
Strategy /
Framing

Phase of
Involvement

Minister of Health
Deputy Ministers of
Health/Ministers
of State for Health

Sector policy
leader; defines
investment priori‐
ties and measur‐
able outcomes
for the fiscal
savings
generated by the
debt swap;
Could be the
originator of the
swap idea

Stable, pre‐
dictable funding
for planned
healthcare inter‐
ventions and pro‐
grammes;
alignment with
Sustainable
Development
Goal (SDG) and
Universal Health
Coverage (UHC)
goals

Concern that
resources may not
materialise or that
MoF may redirect
the fiscal savings
generated by the
debt swap
elsewhere

Frame as debt
and fiscal innova‐
tion and point to
alignment with
national
documents
(national develop‐
ment
strategy/plan,
debt manage‐
ment strategy)

From the
early
concept to
the end

Minister of Finance
Debt Management
Official (DMO);
the Financial
Secretary (Perma‐
nent Secretary for
the MoF)

Custodian of
debt; face of
external transac‐
tions; engages
with the creditor

Fiscal space
creation; Debt sus‐
tainability;
demonstration of
fiscal innovation
and credibility
with partners

Concern about
losing control of
the debt policy;
concern about
transaction com‐
plexity; scepticism
about sector-
driven proposals;
concerns about
absorptive
capacity

Frame as co-
created fiscal
innovation for
health; point to
alignment with
health financing
strategy; identify
unfunded health
programmes

From the
early
concept to
the end

Creditor Country /
Institution

Counterparty to
the swap

Diplomatic and
ESG visibility

Fiduciary or repu‐
tational risk

Emphasise trans‐
parency, account‐
ability and co-
benefits

From the
initial
engagement
until the end

Health
Development
Partners

Technical and
policy support

Programme
success, portfolio
impact

Fragmentation or
overlap

Promote joint
planning and
unified
messaging

Feasibility

Agreement

Other relevant stakeholders

Presidency
Actors here could
include the Chief
Minister, Minister
of State, etc.

Provides political
leadership,
cross-ministerial
alignment and
strategic
direction

Mobilising
funding for
strategic priorities;
country being
seen as a leader
in reforms/inno‐
vations and credi‐
bility in the comity
of nations;
political legacy;
national
ownership

Concern about
timing of reform;
competing
political interests

Frame the high
visibility reform
potential; links to
the national
development
agenda and
regional goals

From the
beginning
and at
inflexion
points in the
process
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Other relevant stakeholders

Attorney
General /
Ministry of
Justice

Legal review,
compliance,
approvals and
provision of legal
opinions

Safeguarding
sovereign integrity,
ensuring due process

Concern over
liability or
precedent

Engage early;
emphasise role as
guardian of
national interest

From the negoti‐
ation until the
agreement is
signed

Ministry of
Foreign
Affairs

Manage the
diplomatic rela‐
tionship with the
creditor nation;
ensure alignment
with foreign
policy objectives;
facilitate commu‐
nication through
official diplomatic
channels

Maintain and
strengthen the
integrity of the diplo‐
matic relationship
and international
credibility; advance
the country’s image
as a reform-oriented
and responsible
partner

Concern about
frayed relation‐
ships if swaps
don’t work out;
risk of being
bypassed in
technical
discussions

Engage early;
emphasise their
role as custodians
of the diplomatic
relationship

From early on in
the process until
the
implementation

Central
Bank

Foreign exchange
and payment
management

Accuracy, compli‐
ance, reporting
integrity

Transaction
complexity

Involved as a
technical
assurance partner

Negotiation
until the
implementation

Health reg‐
ulatory
agencies

Provide technical
oversight, quality
assurance and
regulatory
approvals for
interventions
funded through
the swap, such as
procurement of
medicines, con‐
struction of health
facilities or
deployment of
digital health tools

Ensuring that swap-
funded programmes
meet national
quality, safety and
ethical standards; an
opportunity to
strengthen institu‐
tional visibility and
capacity through
well-managed
projects

Insufficient con‐
sultation leading
to delays in
approvals or
non-compliance
with national
standards; risk of
being perceived
as bypassed in
implementation
oversight

Co-opt regulators
early based on the
nature of funded
interventions;
frame participation
as safeguarding
quality and
ensuring account‐
ability of public
investments; use
them as technical
verifiers or
members of
project review
committees

Feasibility 
Implementation

 Monitoring

Civil
Society /
Academia
/ Media

Oversight, com‐
munication,
public trust

Accountability,
participation

Limited access to
information

Share regular
updates and
accessible data

Implementation
 Monitoring

REPORTING

TUaQVSaUeQc\ UegaUdiQg mRQiWRUiQg, UeSRUWiQg aQd accRXQWabiliW\ iV aQ eVVeQWial
elemeQW iQ Whe imSlemeQWaWiRQ Rf a debW-fRU-healWh VZaS, bRWh fRU debWRU aQd
cUediWRU cRXQWUieV. The UeSRUWiQg cRVWV caQ YaU\ VigQificaQWl\ deSeQdiQg RQ Whe leYel
Rf iQfRUmaWiRQ UeTXiUed aQd ZheQ iW iV Qeeded. OUgaQiVaWiRQV WhaW alUead\ haYe
e[iVWiQg V\VWemV VeW XS aUe likel\ WR SURYide mRUe cUedible UeSRUWiQg aW a lRZeU cRVW.

Table ᤒ.ᤎ: Summary of Stakeholders for Bilateral Debt Swaps
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Description and Rationale
CRmmeUcial debW VZaSV aUe UefeUUed WR aV debW cRQYeUViRQV. The\ aUe a W\Se Rf
liabiliW\ maQagemeQW RSeUaWiRQ WhaW allRZV a VRYeUeigQ QaWiRQ WR UeSlace iWV e[iVWiQg
SUiYaWe-VecWRU debW (VXch aV bRQdV RU lRaQV) ZiWh QeZ iQVWUXmeQWV XQdeU mRUe
faYRXUable WeUmV. The ceQWUal SXUSRVe Rf WhiV UefiQaQciQg iV WR geQeUaWe fiVcal VaYiQgV,
Zhich aUe WheQ cRQWUacWXall\ allRcaWed WR fXQd VSecific QaWiRQal SUiRUiWieV, VSecificall\
healWhcaUe.

UQlike bilaWeUal VZaSV, Zhich UeVWUXcWXUe gRYeUQmeQW-WR-gRYeUQmeQW lRaQV, debW
cRQYeUViRQV aUe imSlemeQWed WhURXgh Whe caSiWal maUkeWV RU baQkiQg VecWRU, ZheUe
Whe VRYeUeigQ UefiQaQceV debW held b\ SUiYaWe VecWRU iQYeVWRUV RU leQdeUV XViQg
SURceedV fURm QeZ debW (˰NeZ DebW˱) WR fiQaQce Whe bX\back Rf Whe Rld debW. TheVe
WUaQVacWiRQV aUe VWUXcWXUed aURXQd WhUee ke\ feaWXUeV:

Debt Conversions

Credit enhancement. The NeZ DebW iV W\Sicall\ cUediW-eQhaQced WhURXgh
gXaUaQWeeV RU iQVXUaQce fURm MDBV, deYelRSmeQW fiQaQce iQVWiWXWiRQV (DFIV)
RU SUiYaWe VecWRU SaUWieV (e.g. iQVXUeUV RU gXaUaQWRUV). ThiV eQhaQcemeQW
UedXceV Whe UiVk fRU QeZ iQYeVWRUV, eQabliQg Whe gRYeUQmeQW WR VecXUe lRZeU all-
iQclXViYe bRUURZiQg cRVWV (e.g. UedXced iQWeUeVW UaWeV) aQd mRUe faYRXUable
UeSa\meQW WeUmV (e.g. lRQgeU UeSa\meQW SeUiRdV), UeVXlWiQg iQ fiQaQcial VaYiQgV
(Vee ChaSWeU 8: Credit Enhancement.)

1.

Performance-linked objectiYes. TR eQVXUe aligQmeQW Rf Whe QeZ fiQaQciQg WR
deViUable healWh RbjecWiYeV, Whe NeZ DebW iV Wied WR legall\ biQdiQg SRlic\
cRmmiWmeQWV RU ke\ SeUfRUmaQce iQdicaWRUV (KPIV).

2.

GoYernance s\stem. A URbXVW aQd accRXQWable mechaQiVm iV XWiliVed WR
maQage aQd deSlR\ Whe VaYiQgV geQeUaWed b\ Whe RSeUaWiRQ iQWR Whe deVigQaWed

3.
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UlWimaWel\, debW cRQYeUViRQV caQ be a SRZeUfXl WRRl fRU gRYeUQmeQWV WR cUeaWe VigQifi˦
caQW fXQdiQg fRU QaWiRQal SUiRUiWieV ZiWhRXW iQcUeaViQg WheiU RYeUall debW bXUdeQV -
aQd RfWeQ b\ UedXciQg Whem (if Whe debW beiQg UeSXUchaVed, fRU e[amSle, WUadeV aW a
cRQVideUable diVcRXQW). The\ ZRUk b\ UedXciQg fiVcal e[SeQdiWXUe RQ debW VeUYiciQg
aQd UeallRcaWiQg a SRUWiRQ Rf WhRVe VaYiQgV WRZaUd fiQaQciQg gaSV WhaW UeTXiUe cRQViV˦
WeQW, SUedicWable aQd lRQg-WeUm iQYeVWmeQW. ThiV aSSURach caQ alVR SURYide a VWable,
lRQg-WeUm fiQaQciQg VRXUce fRU VRYeUeigQV WhaW W\Sicall\ face cRVWl\ RU limiWed acceVV
WR caSiWal maUkeWV, RffeUiQg Whem acceVV WR a QeZ iQYeVWRU baVe dXe WR WheiU cUediW˦
ZRUWhiQeVV aQd SUR-deYelRSmeQW feaWXUeV.

deYelRSmeQW RbjecWiYe. TheVe caQ be chaQQelled WhURXgh a dedicaWed WUXVW fXQd,
WhURXgh e[iVWiQg mXlWilaWeUal RUgaQiVaWiRQV˭ SURgUammeV RU WhURXgh dRmeVWic
gRYeUQmeQW V\VWemV ZiWh eTXiYaleQW RYeUVighW.

Fig. ᤒ.ᤒ: Debt Conversion Schematic
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Case Study: Republic of Côte d’Ivoire, Debt-for-Development
swap supported by the World Bank (2024)

The transaction is the first “Debt for Development” swap supported by the World Bank following the
publication of its reference framework in July 2024. It aimed to improve Côte d’Ivoire’s public debt
profile and generate fiscal space for the education sector.

By refinancing expensive external commercial loans via a loan partially guaranteed by the World
Bank, the transaction freed up around EUR 330 million in budget resources over the next five years,
generating lifetime savings of at least EUR 60 million in net present value terms. Part of the savings will
be repurposed towards an ongoing education programme supported by a World Bank Programme
for Results financing instrument, which monitors the newly agreed-upon results and outcomes in the
education sector, leveraging country systems already in place. The development objective of the
Programme de Renforcement du Système Éducatif de Base is to improve: (i) equitable access to
education and school health services at pre-school and primary level; (ii) improve learning outcomes;
and (iii) strengthen performance-based management along the education service delivery chain.
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Enabling Conditions
BefRUe embaUkiQg RQ a debW cRQYeUViRQ, iW iV eVVeQWial WR eYalXaWe Whe fRllRZiQg
cUiWeUia WR aVVeVV Whe aSSlicabiliW\ Rf WhiV fiQaQciQg mechaQiVm.

Debt eligibilit\ and aYailabilit\. DebW cRQYeUViRQV SURYide Whe mRVW
VigQificaQW VaYiQgV ZheQ Whe cRVW Rf e[iVWiQg debW iV high. HeQce, cRXQWUieV
VhRXld SUiRUiWiVe e[iVWiQg debW faciliWieV WhaW caUU\ high iQWeUeVW UaWeV aQd/RU
VhRUWeU-WeUm maWXUiWieV. SigQificaQW VaYiQgV aQd debW-WR-GDP UedXcWiRQV caQ
alVR be achieYed if Whe cRXQWU\ SXUchaVeV bRQdV WUadiQg aW VXbVWaQWial diVcRXQWV.

1.

AYailabilit\ of credit enhancement. A highl\-UaWed WhiUd SaUW\, W\Sicall\ aQ
MDB RU DFI, mXVW be ZilliQg WR SURYide a gXaUaQWee RU SRliWical UiVk iQVXUaQce
(PRI) fRU Whe NeZ DebW. SXch cUediW VXSSRUW iV alVR SURYided b\ SUiYaWe VecWRU
eQWiWieV (e.g. iQVXUeUV, imSacW gXaUaQWRUV, famil\ RfficeV). SXch VchemeV Zill
lRZeU Whe iQWeUeVW UaWe RQ Whe QeZ lRaQ, makiQg Whe debW cRQYeUViRQ Yiable.

2.

A clear and credible purpose. The cRXQWU\ mXVW haYe a Zell-defiQed,
meaVXUable aQd iQYeVWmeQW-Uead\ QaWiRQal SUiRUiW\ WhaW iV W\Sicall\ SaUW Rf iWV
QaWiRQal deYelRSmeQW VWUaWeg\ (e.g. fXQdiQg a SXblic healWh SURgUamme). ThiV
SUiRUiW\ VhRXld feaWXUe cleaU SDG-UelaWed beQefiWV fRU Whe cRXQWU\, Zhich ZRXld
fRUm Whe baViV fRU Whe cRmmiWmeQWV aQd WaUgeWV embedded iQ Whe RSeUaWiRQ.

3.

A robust goYernance s\stem, characterised b\ transparenc\ and
accountabilit\, is essential to manage funds effectiYel\, meeting the
requirements of inYestors and stakeholders. IQ Whe caVe Rf a WUXVW fXQd,
gRYeUQaQce W\Sicall\ iQclXdeV a bRaUd cRmSUiViQg UeSUeVeQWaWiYeV fURm
gRYeUQmeQW, SUiYaWe VecWRU aQd ciYil VRcieW\, VXSSRUWed b\ cleaU UeSRUWiQg
UeTXiUemeQWV RQ fXQd allRcaWiRQ aQd imSacW.

4.

Stakeholder alignment. TheUe mXVW be bURad bX\-iQ fURm lRcal cRmmXQiWieV,
ciYil VRcieW\ aQd UeleYaQW QRQ-gRYeUQmeQWal RUgaQiVaWiRQV (NGOV). TheVe

5.
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Opportunities and Challenges
OPPORTUNITIES

Managing public debt. CRmmeUcial debW-fRU-healWh VZaSV eQable cRXQWUieV WR
XWiliVe fiQaQcial maUkeW VRlXWiRQV WR UedXce WheiU debW VWRck aQd/RU VeUYiciQg cRVWV,
WheUeb\ fUeeiQg UeVRXUceV fRU healWh VecWRU iQYeVWmeQW. TheVe debW cRQYeUViRQV aUe
mRVW VXiWable fRU cRXQWUieV ZiWh cRmmeUcial debW YalXed belRZ iWV RUigiQal YalXe
aQd/RU ZiWh e[SeQViYe UeSa\meQW WeUmV, aV Zell aV WhRVe ZiWh VWURQg fiQaQcial aQd
healWh SaUWQeUV ZilliQg WR VXSSRUW Whe WUaQVacWiRQ. While QRW aSSURSUiaWe fRU ViWXa˦
WiRQV Rf immiQeQW defaXlW RU XQVXVWaiQable debW, WheVe VZaSV caQ Sla\ a VigQificaQW
URle iQ eaViQg fiVcal SUeVVXUeV aQd addUeVViQg bXdgeW cRQVWUaiQWV.

AdYancing health priorities. DebW cRQYeUViRQV caQ VecXUe VXbVWaQWial, lRQg-WeUm
fXQdiQg fRU healWh SURgUammeV WhURXgh legall\ biQdiQg fUameZRUkV WhaW iQclXde
mRQiWRUiQg aQd UeSRUWiQg UeTXiUemeQWV. ThiV dedicaWed fiQaQciQg VXSSRUWV meaVXU˦
able healWh RXWcRmeV, VWUeQgWheQV gRYeUQmeQW SRlic\ imSlemeQWaWiRQ aQd eQableV
lRQgeU-WeUm SlaQQiQg - SaUWicXlaUl\ cUiWical amid decliQiQg e[WeUQal fXQdiQg fRU
healWh. TheVe WUaQVacWiRQV alVR fRVWeU imSURYemeQWV iQ daWa V\VWemV aQd UeSRUWiQg
SUacWiceV, Zhile SURmRWiQg iQWeU-miQiVWeUial cRllabRUaWiRQ - a YalXable iQVWiWXWiRQal
RXWcRme iQ iWVelf.

International market signalling. SXch WUaQVacWiRQV VigQal a high leYel Rf VRShiVWica˦
WiRQ iQ a cRXQWU\˭V debW maQagemeQW VWUaWeg\, eQhaQciQg iQYeVWRU cRQfideQce aQd
bURadeQiQg Whe iQYeVWRU baVe. The\ RfWeQ aWWUacW aWWeQWiRQ iQ fiQaQcial maUkeWV aQd
media, geQeUaWiQg SRViWiYe YiVibiliW\ aQd UeiQfRUciQg Whe cRXQWU\˭V UeSXWaWiRQ fRU
iQQRYaWiYe fiQaQciQg.

gURXSV aUe RfWeQ UeVSRQVible fRU imSlemeQWiQg Whe RQ-Whe-gURXQd SURjecWV aQd
add cUXcial cUedibiliW\ aQd accRXQWabiliW\.

GoYernment˪s institutional and technical capacit\. TR e[ecXWe a debW
cRQYeUViRQ efficieQWl\ aQd eQVXUe iWV lRQg-WeUm VXcceVV, gRYeUQmeQWV Qeed
VWURQg SRliWical backiQg aQd adeTXaWe WechQical caSaciW\. AfWeU clRViQg, Whe\ mXVW
SURYide UegXlaU daWa aQd SURgUeVV UeSRUWV WR meeW SeUfRUmaQce-liQked
RbligaWiRQV.

6.
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CHALLENGES

Process management. E[ecXWiQg a debW cRQYeUViRQ UeTXiUeV iQWeU-miQiVWeUial cRRS˦
eUaWiRQ aQd cleaU RZQeUVhiS Rf Whe e[ecXWiRQ SURceVV b\ a deVigQaWed miQiVWU\. A
dedicaWed Weam Rf RfficialV VhRXld maQage Whe WUaQVacWiRQ, aV WheVe RSeUaWiRQV aUe
UeVRXUce-iQWeQViYe aQd iQYRlYe WechQical aVSecWV WhaW VSaQ mXlWiSle aUeaV Rf UeVSRQVi˦
biliW\. TechQical aVViVWaQce ma\ be cRQVideUed ZheUe caSaciW\ gaSV e[iVW. TR eQVXUe
aligQmeQW, aQ iQiWial ZRUkVhRS ZiWh all iQYRlYed RfficialV, VXSSRUWed b\ caVe VWXdieV
aQd beVW SUacWiceV, caQ be highl\ effecWiYe.

AddiWiRQall\, SeeU-WR-SeeU e[chaQgeV ZiWh cRXQWUieV WhaW haYe cRmSleWed VimilaU
WUaQVacWiRQV aUe UecRmmeQded. GiYeQ Whe cRmSle[iW\ aQd Whe QXmbeU Rf SaUWieV
iQYRlYed, URbXVW SURjecW maQagemeQW iV eVVeQWial. A lead eQWiW\ - eiWheU ZiWhiQ gRY˦
eUQmeQW RU aQ e[WeUQal fiQaQcial adYiVRU RU aUUaQgiQg baQk - VhRXld be aSSRiQWed WR
RYeUVee e[ecXWiRQ, VXSSRUWed b\ deWailed WimeliQeV, dRcXmeQW checkliVWV aQd VWeS
SlaQV. EaUl\ SUiRUiWieV VhRXld iQclXde mRdelliQg WUaQVacWiRQ ecRQRmicV, iQclXdiQg all-
iQ cRVWV aQd e[SeQVeV, aVVeVViQg liabiliW\ maQagemeQW VWUaWegieV fRU aQ\ bX\back
RSeUaWiRQV aQd SURjecWiQg debW VeUYice imSlicaWiRQV WR eQVXUe all VWakehRldeUV aUe
aligQed RQ Whe fiQaQcial imSacW.

Transaction economics. SecXUiQg cUediW VXSSRUW iV a cUiWical eaUl\ VWeS iQ VWUXcWXU˦
iQg a debW VZaS. IQdeed, cUediW eQhaQcemeQW WRRlV - VXch aV SaUWial cUediW gXaUaQWeeV,
iQVXUaQce, cRllaWeUaliVed VchemeV - Zill fXUWheU imSURYe Whe fiQaQcial WeUmV Rf Whe
QeZ iQVWUXmeQW WR be iVVXed XQdeU Whe debW cRQYeUViRQ (fRU fXUWheU deWailV Vee
ChaSWeU 8: Credit Enhancement). EaUl\ eQgagemeQW iQcUeaVeV Whe UaQge Rf aYailable
cUediW eQhaQcemeQW VRlXWiRQV aQd helSV maQage cRmSle[iW\ - SaUWicXlaUl\ ZheQ
mXlWiSle SURYideUV aUe iQYRlYed, aV VeeQ iQ UeceQW debW-fRU-QaWXUe VZaSV WhaW
cRmbiQed SRliWical UiVk iQVXUaQce ZiWh addiWiRQal liTXidiW\ VXSSRUW. IQ VXch caVeV,
iQWeUcUediWRU aUUaQgemeQWV aQd Whe aSSURach Rf Whe diffeUeQW cUediW eQhaQcemeQW
SURYideUV WR Whe healWh-UelaWed cRmmiWmeQWV VhRXld be claUified XSfURQW, ideall\
WhURXgh aQ eaUl\-VWage WeUm VheeW.

Capital market Yolatilit\. FRU debW cRQYeUViRQV iQYRlYiQg Whe bX\back Rf bRQdV
liVWed RQ SXblic maUkeWV, Whe bRQd \ieldV RU SUiceV Rf WhRVe e[iVWiQg bRQdV caQ
flXcWXaWe VigQificaQWl\ dXe WR cRXQWU\-VSecific facWRUV aQd glRbal geRSRliWical eYeQWV,
SRWeQWiall\ alWeUiQg Whe deal ecRQRmicV. TR miWigaWe WhiV UiVk, cRQfideQWialiW\ mXVW be
maiQWaiQed, aQd e[WeUQal deYelRSmeQWV - VXch aV IQWeUQaWiRQal MRQeWaU\ FXQd
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(IMF) SURgUamme aQQRXQcemeQWV, bXdgeW SUeVeQWaWiRQV, elecWiRQ c\cleV RU UaWiQgV
acWiRQV - VhRXld be facWRUed iQWR Whe WimeliQe. CRQWiQXRXV mRQiWRUiQg Rf maUkeW cRQ˦
diWiRQV aQd UeadiQeVV WR laXQch ZheQ aQ RSSRUWXQe ZiQdRZ aUiVeV aUe eVVeQWial. ThiV
UeTXiUeV beiQg fXll\ dRcXmeQWaWiRQ-Uead\ aQd leYeUagiQg UegXlaU maUkeW XSdaWeV
fURm fiQaQcial adYiVRUV, aV Zell aV aUUaQgiQg ZiWh baQkV.

Legal implications. UQlike healWh bRQdV, lRaQV aQd VXVWaiQabiliW\-liQked lRaQV/VXV˦
WaiQabiliW\-liQked bRQdV (SLLV/SLBV), bUeach Rf healWh-UelaWed cRmmiWmeQWV RU KPIV
cRXld lead WR eYeQWV Rf defaXlW. IW iV WheUefRUe eVVeQWial fRU gRYeUQmeQWV WR XQdeUVWaQd
Whe imSlicaWiRQV Rf VXch defaXlWV, iQclXdiQg acceleUaWiRQ UighWV (I.e. leQdeU˭V abiliW\ WR
declaUe Whe eQWiUe lRaQ RXWVWaQdiQg amRXQW immediaWel\ dXe aQd Sa\able fRllRZiQg
aQ eYeQW Rf defaXlW) aQd aQ\ cRQVeQW RU YeWR SURYiViRQV UeTXiUed b\ cUediW eQhaQce˦
meQW SURYideUV, giYeQ Whe SRWeQWial fRU cURVV-defaXlW SURYiViRQV acURVV RWheU e[WeUQal
debW RbligaWiRQV.

IW Zill alVR be imSRUWaQW fRU gRYeUQmeQWV WR XQdeUVWaQd Whe imSlicaWiRQV Rf aQ\
VecXUiW\ gUaQWed aV cRllaWeUal aQd Whe cRQdiWiRQV WhaW caQ WUiggeU eQfRUcemeQW Rf VXch
VecXUiW\, eVSeciall\ if WheVe cRXld lead WR VecXUiW\ beiQg eQfRUced RYeU fXQdV geQeUaWed
b\ Whe debW VZaS-UelaWed VaYiQgV (e.g. iQ UelaWiRQ WR aQ\ eQdRZmeQWV UeTXiUed WR be
eVWabliVhed b\ cUediW eQhaQcemeQW SURYideUV VXch aV Whe DeYelRSmeQW FiQaQce
CRUSRUaWiRQ (DFC)).

Data aYailabilit\ and monitoring s\stem. DebW-fRU-healWh VZaSV UeTXiUe VWURQg
daWa V\VWemV WR eQable UegXlaU aQd WUaQVSaUeQW mRQiWRUiQg Rf SURgUeVV. DeSeQdiQg RQ
Whe deVigQ Rf Whe debW VZaS, WhiV cRXld iQclXde UegXlaU mRQiWRUiQg Rf healWh bXdgeW
e[ecXWiRQ, WUackiQg Rf SURgUammaWic iQdicaWRUV (VXch aV Whe QXmbeU Rf ZRUkeUV
WUaiQed aQd dUXgV SURcXUed) RU UeSRUWiQg Rf RXWcRmeV aQd imSacW (VXch aV HIV
WUeaWmeQW cRYeUage RU HIV iQcideQce). The aYailabiliW\ Rf Ueliable aQd cRQViVWeQW daWa
iV cUiWical WR bXildiQg cUedibiliW\ iQ VeUYice deliYeU\ - eVSeciall\ aV Whe achieYemeQW Rf
debW-VZaS cRQdiWiRQV iV legall\ biQdiQg. DebW cRQYeUViRQV cRXld SURYide aQ RSSRUWX˦
QiW\ fRU Whe MRH WR iQYeVW iQ URbXVW daWa V\VWemV aQd eVWabliVh cUedibiliW\ iQ WheiU
daWa, bRWh iQWeUQall\ ZiWh Whe MRF aQd e[WeUQall\ ZiWh WheiU cUediWRUV aQd cUediW
eQhaQcemeQW SURYideUV.
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Implementation

STRUCTURING OF THE OPERATION

The VWUXcWXUiQg Rf a healWh debW cRQYeUViRQ mXVW addUeVV WZR fXQdameQWal
RbjecWiYeV:

TR achieYe WheVe gRalV, WhUee cUiWical VWUXcWXUiQg TXeVWiRQV mXVW be addUeVVed aW Whe
RXWVeW: (i) ideQWificaWiRQ Rf eligible debW iQVWUXmeQWV WR be bRXghW back, (ii) VelecWiRQ
Rf Whe WaUgeW healWh SURgUamme aQd deliYeU\ mechaQiVm, aQd (iii) deVigQ Rf aQ
adeTXaWe cUediW eQhaQcemeQW mechaQiVm. While WheVe cRQVideUaWiRQV aUe iQheUeQWl\
cRmSle[ aQd cRQWe[W-VSecific, e[WeUQal VXSSRUW fURm VSecialiVed WhiUd-SaUW\ iQVWiWXW˧

Fig. ᤒ.ᤓ: Key Stages in Structuring and Implementing a Debt-for-Health Swap

Ma[imiViQg Whe fiQaQcial UeVRXUceV allRcaWed WR Whe healWh VecWRU, aQd-

EQVXUiQg aligQmeQW ZiWh Whe cRXQWU\˭V SXblic debW VXVWaiQabiliW\ fUameZRUk.-
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iRQV caQ be mRbiliVed WR SURYide WechQical e[SeUWiVe, aQal\Wical iQSXW aQd VWUaWegic
gXidaQce WhURXghRXW Whe SURceVV. The VecWiRQV belRZ RXWliQe WheVe TXeVWiRQV aQd
SRWeQWial SaUWQeUV.

IDENTIFICATION OF ELIGIBLE DEBT INSTRUMENTS FOR BUYBACK

A debW VZaS mXVW be cRheUeQW ZiWh Whe cRXQWU\˭V RYeUall debW SURfile aQd fiVcal
VWUaWeg\. AccRUdiQgl\, a SUelimiQaU\ ecRQRmic aVVeVVmeQW VhRXld be cRQdXcWed acURVV
Whe SXblic debW faciliWieV WR ideQWif\ VXiWable debW RbligaWiRQV fRU bX\back. PUiRUiW\
VhRXld be giYeQ WR cRmmeUcial debW iQVWUXmeQWV chaUacWeUiVed b\ high iQWeUeVW cRVWV
aQd VhRUW-WeUm maWXUiWieV, aV Zell aV bRQdV WUadiQg aW VigQificaQW diVcRXQWV.

While WheUe iV QR RQe Vi]e fiWV all VRlXWiRQ, Whe VelecWiRQ Rf WaUgeWed debW iQVWUXmeQWV
mXVW be WailRUed WR Whe VSecific QeedV aQd debW SURfile Rf each cRXQWU\, ZiWh Whe RYeU˦
aUchiQg RbjecWiYe Rf ma[imiViQg aYailable fiVcal VSace.

IW iV alVR QeceVVaU\ WR XQdeUWake a WhRURXgh legal UeYieZ Rf Whe XQdeUl\iQg debW
cRQWUacWV WR aVVeVV Whe RSeUaWiRQal feaVibiliW\ Rf UeSXUchaViQg VXch debW. IQ Whe caVe Rf
lRaQ iQVWUXmeQWV, SaUWicXlaU aWWeQWiRQ VhRXld be Said WR YRlXQWaU\ SUeSa\meQW
claXVeV (I.e. lRaQ-VSecific claXVeV allRZiQg Whe bRUURZeU WR UeSa\ Whe lRaQ, iQ ZhRle RU
iQ SaUW, befRUe iWV VchedXled maWXUiW\ daWe) aQd aQ\ aVVRciaWed bUeakage cRVWV (I.e. Whe
fiQaQcial SeQalW\ iQcXUUed ZheQ a lRaQ RU RWheU fiQaQcial aUUaQgemeQW iV WeUmiQaWed
eaUlieU WhaQ agUeed), Zhich ma\ maWeUiall\ affecW Whe ecRQRmic YiabiliW\ Rf Whe
WUaQVacWiRQ.

Legal aQd fiQaQcial adYiVRUV caQ aVViVW gRYeUQmeQW aXWhRUiWieV iQ SeUfRUmiQg WheVe
aQal\VeV.

HiVWRUical SUecedeQWV haYe fRcXVed RQ eiWheU bRQd debW (e.g. BaUbadRV, 2022;
EcXadRU, 2023 aQd 2024; El SalYadRU, 2024), lRaQV (e.g. CµWe d˭IYRiUe, 2024)
RU a mi[ Rf bRWh (e.g. BahamaV, 2024).

-

While Whe fRcXV haV W\Sicall\ beeQ RQ e[WeUQal debW, ceUWaiQ RSeUaWiRQV (e.g.
BaUbadRV, 2024) haYe alVR WaUgeWed debW iQVWUXmeQWV deQRmiQaWed iQ lRcal
cXUUeQc\.

-
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SELECTION OF THE TARGET HEALTH PROGRAMME

The healWh SURgUamme WR be fiQaQced WhURXgh Whe VaYiQgV geQeUaWed b\ Whe debW cRQ˦
YeUViRQ mXVW UeflecW a QaWiRQal SUiRUiW\ aQd demRQVWUaWe Whe SRWeQWial fRU meaVXUable,
WUaQVfRUmaWiYe imSacW RYeU Whe mediXm WR lRQg WeUm.

SelecWiQg aQ aSSURSUiaWe SURgUamme iV eVVeQWial QRW RQl\ fRU ma[imiViQg deYelRS˦
meQWal RXWcRmeV bXW alVR fRU VWUeQgWheQiQg Whe QaUUaWiYe Rf Whe WUaQVacWiRQ. A Zell-
chRVeQ SURgUamme caQ eQhaQce VWakehRldeU eQgagemeQW aQd fRVWeU bURad-baVed
VXSSRUW fRU Whe iQiWiaWiYe.

GlRbal healWh aQd deYelRSmeQW iQVWiWXWiRQV caQ VXSSRUW Whe gRYeUQmeQW iQ VelecWiQg
e[iVWiQg iQ-cRXQWU\ SURgUammeV. IQ VXch caVeV, VaYiQgV caQ cRQVWiWXWe a WRS-XS WR Whe
alUead\ aSSURYed SURgUamme aQd fXQdiQg.

Design of the credit enhancement mechanism

IQcRUSRUaWiQg cUediW eQhaQcemeQW mechaQiVmV iQWR Whe WUaQVacWiRQ VWUXcWXUe caQ
eQable Whe bRUURZeU WR VecXUe mRUe faYRXUable fiQaQciQg WeUmV - VXch aV lRZeU
iQWeUeVW UaWeV aQd e[WeQded maWXUiWieV - WheUeb\ amSlif\iQg fiVcal VaYiQgV aQd
imSURYiQg Whe RYeUall UiVk SURfile Rf Whe cRXQWU\˭V SXblic debW SRUWfRliR.

VaUiRXV cUediW eQhaQcemeQW VRlXWiRQV aUe aYailable, iQclXdiQg SaUWial cUediW gXaUaQ˦
WeeV, PRI RU cRllaWeUal aUUaQgemeQWV. TheVe iQVWUXmeQWV ma\ be cRmbiQed ZiWhiQ a
la\eUed gXaUaQWee VWUXcWXUe WR RSWimiVe UiVk miWigaWiRQ aQd iQYeVWRU cRQfideQce.

PleaVe Vee ChaSWeU 8: Credit Enhancement fRU mRUe deWailV Rf Whe diffeUeQW
iQVWUXmeQWV.

CUediW eQhaQcemeQW mechaQiVmV - SaUWicXlaUl\ ZheQ VWUXcWXUed aV mXlWi-la\eUed
VchemeV - ma\ eQWail addiWiRQal cRVWV fRU Whe bRUURZiQg cRXQWU\. IQ WhiV cRQWe[W, Shil˦
aQWhURSic RUgaQiVaWiRQV aQd gUaQW SURYideUV caQ Sla\ a caWal\Wic URle b\ cRQWUibXWiQg
gUaQW fXQdiQg WR cRYeU, eiWheU SaUWiall\ RU fXll\, Whe SUemiXmV aVVRciaWed ZiWh gXaUaQ˦
WeeV RU iQVXUaQce iQVWUXmeQWV. The ke\ elemeQW iV WR maS RXW all WUaQVacWiRQ aQd
fiQaQciQg-UelaWed cRVWV eaUl\ RQ.

MDBV, DFIV aQd ShilaQWhURSicV caQ VXSSRUW gRYeUQmeQWV iQ SURYidiQg a VSecific
gXaUaQWee iQVWUXmeQW. FiQaQcial adYiVRUV caQ fXUWheU VXSSRUW gRYeUQmeQWV iQ
bURkeUiQg diffeUeQW cUediW eQhaQcemeQW SURYideUV aQd VWUXcWXUiQg mXlWi-la\eUed
gXaUaQWee VchemeV.
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The VWUXcWXUiQg elemeQWV RXWliQed abRYe aUe iQVWUXmeQWal iQ deWeUmiQiQg Whe ke\
fiQaQcial SaUameWeUV Rf Whe SURSRVed WUaQVacWiRQ, mRVW QRWabl\ Whe WRWal Vi]e Rf Whe
faciliW\. ThiV amRXQW VhRXld UeflecW aQ RSWimal balaQce beWZeeQ (i) Whe aggUegaWe
YalXe Rf Whe debW iQVWUXmeQWV ideQWified fRU Whe bX\back, aQd (ii) Whe fiQaQcial
caSaciW\ Rf Whe VelecWed cUediW eQhaQcemeQW SURYideUV.

GiYeQ WhaW WheVe VWUXcWXUiQg cRQVideUaWiRQV fall ZiWhiQ Whe UeVSecWiYe maQdaWeV Rf
bRWh Whe MRF aQd Whe MRH, iW iV eVVeQWial WR eQVXUe clRVe iQWeU-miQiVWeUial cRRUdiQa˦
WiRQ WhURXghRXW Whe deVigQ aQd imSlemeQWaWiRQ ShaVeV. EVWabliVhiQg a jRiQW WaVkfRUce
RU ZRUkiQg gURXS caQ faciliWaWe WhiV cRllabRUaWiRQ, SURmRWe cRheUeQce iQ deciViRQ-
makiQg aQd eQhaQce Whe RYeUall effecWiYeQeVV Rf Whe debW VZaS RSeUaWiRQ.

STAKEHOLDER ENGAGEMENT

EffecWiYe VWakehRldeU eQgagemeQW iV alVR eVVeQWial fRU eQVXUiQg iWV VXcceVVfXl imSle˦
meQWaWiRQ. ThiV eQgagemeQW mXVW be VWUXcWXUed acURVV WZR ke\ dimeQViRQV:

Internal coordination Zithin the goYernment

SXVWaiQed cRllabRUaWiRQ beWZeeQ Whe MRF aQd Whe MRH iV cUiWical WhURXghRXW Whe
eQWiUe SURceVV WR eQVXUe cRheUeQce beWZeeQ fiVcal VWUaWegieV aQd QaWiRQal healWh SUi˦
RUiWieV. IQ SaUWicXlaU, Whe iQYRlYemeQW Rf healWh aXWhRUiWieV VhRXld e[WeQd acURVV all
leYelV Rf Whe healWh V\VWem - ceQWUal, UegiRQal aQd lRcal - aQd iQclXde aQ\ UelaWed
QaWiRQal UegXlaWRUV ZheUe UeleYaQW, deSeQdiQg RQ Whe VWUXcWXUe Rf Whe debW cRQYeUViRQ
aQd Whe QaWXUe Rf Whe WaUgeWed healWh SURgUammeV.

Engagement Zith e[ternal stakeholders

A UaQge Rf e[WeUQal acWRUV ma\ be mRbiliVed WR VXSSRUW Whe WUaQVacWiRQ aW YaUiRXV
VWageV:

Global health and deYelopment institutions. TechQical aVViVWaQce iQ
ideQWif\iQg aSSURSUiaWe healWh SURgUammeV aQd e[SeQdiWXUeV, VXSSRUW
imSlemeQWaWiRQ, SRVW-imSlemeQWaWiRQ mRQiWRUiQg aQd UeSRUWiQg.

-

Credit enhancement proYiders. IQclXdiQg (i) MXlWilaWeUal aQd RegiRQal
DeYelRSmeQW BaQkV (e.g. WRUld BaQk, AfUicaQ DeYelRSmeQW BaQk (AfDB),
AViaQ IQfUaVWUXcWXUe IQYeVWmeQW BaQk (AIIB), EXURSeaQ IQYeVWmeQW BaQk
(EIB)) RffeUiQg SaUWial cUediW gXaUaQWeeV, (ii) iQVXUaQce SURYideUV (e.g. AfUicaQ
TUade & IQYeVWmeQW DeYelRSmeQW IQVXUaQce, IVlamic CRUSRUaWiRQ fRU Whe

-
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The SaUWiciSaWiRQ Rf Zell-eVWabliVhed aQd iQWeUQaWiRQall\ UecRgQiVed iQVWiWXWiRQV caQ
VigQificaQWl\ eQhaQce Whe legiWimac\ aQd cUedibiliW\ Rf Whe RSeUaWiRQ.

REPORTING

RRbXVW UeSRUWiQg XQdeUWakiQgV aUe a cRUQeUVWRQe Rf VXVWaiQable fiQaQce, SaUWicXlaUl\
iQ Whe cRQWe[W Rf debW VZaS WUaQVacWiRQV. TUaQVSaUeQW aQd cUedible mRQiWRUiQg Rf
bRWh Whe allRcaWiRQ Rf SURceedV aQd Whe UeVXlWiQg imSacW iV eVVeQWial WR meeW Whe
e[SecWaWiRQV Rf glRbal healWh aQd deYelRSmeQW iQVWiWXWiRQV, aV Zell aV iQWeUQaWiRQal
iQYeVWRUV aQd leQdeUV. TheVe UeTXiUemeQWV aUe UeiQfRUced b\ eVWabliVhed maUkeW VWaQ˦
daUdV, VXch aV Whe SUiQciSleV Rf Whe IQWeUQaWiRQal CaSiWal MaUkeW AVVRciaWiRQ (ICMA)
aQd Whe LRaQ MaUkeW AVVRciaWiRQ (LMA) RQ VXVWaiQable fiQaQce.

IQ Whe caVe Rf debW cRQYeUViRQV, WhUee diVWiQcW W\SeV Rf UeSRUWiQg VhRXld be imSle˦
meQWed aW YaUiRXV VWageV Rf Whe WUaQVacWiRQ lifec\cle:

VERIFICATION OF THE GENERATED SAVINGS

ThiV iQYRlYeV mRQiWRUiQg Whe e[ecXWiRQ Rf Whe debW bX\back RSeUaWiRQ WR cRQfiUm Whe
acWXal VaYiQgV geQeUaWed. The WimiQg Rf WhiV YeUificaWiRQ ma\ YaU\ deSeQdiQg RQ Whe
QaWXUe Rf Whe XQdeUl\iQg debW iQVWUXmeQW:

IQVXUaQce Rf IQYeVWmeQW aQd E[SRUW CUediW) aQd (iii) SUiYaWe iQVXUeUV (e.g. AXA,
LlR\dV maUkeW) RffeUiQg PRI iQVWUXmeQWV. AddiWiRQall\, ShilaQWhURSic acWRUV (e.g.
BXildeUV˭ ViViRQ) ma\ alVR cRQWUibXWe b\ fiQaQciQg cRllaWeUal aUUaQgemeQWV,
cRYeUiQg gXaUaQWee SUemiXmV RU VXbVidiViQg iQWeUeVW UaWe UedXcWiRQV liQked WR
aQ\ VXVWaiQabiliW\-liQked iQVWUXmeQWV, Zhich ma\ alVR be XVed iQ Whe debW
cRQYeUViRQ WUaQVacWiRQ.

Credit rating agencies (CRAs). Pla\ aQ imSRUWaQW URle UaWiQg (i) aQ\ QeZ
bRQdV WhaW ma\ be iVVXed iQ a debW cRQYeUViRQ WUaQVacWiRQ aV Whe UaWiQg iQfRUmV
iQYeVWRUV aQd leQdeUV RQ Whe iQWUiQVic UiVk Rf Whe RSeUaWiRQ aQd iQ WhiV UegaUd
CRAV ma\ UaiVe iVVXeV Zhich imSacW Whe VWUXcWXUiQg Rf elemeQWV Rf Whe debW
cRQYeUViRQ, aQd (ii) aQ\ SRWeQWial imSlicaWiRQV RQ Whe VRYeUeigQ cUediW UaWiQg. IQ
SaUWicXlaU, UegaUdiQg Whe laWWeU, CRAV Zill aVVeVV ZheWheU Whe RSeUaWiRQ TXalifieV
aV aQ RSSRUWXQiVWic e[chaQge aligQed ZiWh Whe cRXQWU\˭V debW maQagemeQW
VWUaWeg\ RU aV a diVWUeVVed e[chaQge iQWeQded WR miWigaWe immiQeQW liTXidiW\
SUeVVXUeV. WheUe SRVVible, eaUl\ diVcXVViRQV VhRXld Wake Slace ZiWh Whe CRAV.

-
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VERIFICATION OF SAVINGS ALLOCATION

EQVXUiQg WhaW Whe fiVcal VaYiQgV aUe effecWiYel\ chaQQelled WR Whe deVigQaWed healWh
SURgUammeV iV cUiWical. The YeUificaWiRQ SURceVV Zill deSeQd RQ Whe VWUXcWXUe Rf Whe
healWh SURgUamme WhaW iV WaUgeWed iQ Whe debW VZaS RSeUaWiRQ:

MONITORING OF HEALTH OUTCOMES AND IMPACT

The UeleYaQW SaUW\ (Zhich cRXld be Whe MRH aQd MRF, aQd aQ\ admiQiVWeUiQg WhiUd
SaUW\) mXVW cRmmiW WR UeSRUWiQg RQ Whe healWh RXWcRmeV aQd bURadeU deYelRSmeQWal
imSacW Rf Whe fiQaQced SURgUamme. ThiV iQclXdeV WUackiQg agUeed KPIV, eYalXaWiQg
SURgUeVV agaiQVW SUedefiQed WaUgeWV aQd aVVeVViQg lRQg-WeUm beQefiWV WR Whe SRSXla˦
WiRQ, deSeQdiQg RQ Whe beQeficiaUieV WaUgeWed b\ Whe SURgUamme. SRme cUediW
eQhaQcemeQW SURYideUV ma\ UeTXiUe addiWiRQal iQdeSeQdeQW YeUificaWiRQ.

The caSaciW\ WR deliYeU RQ WheVe UeSRUWiQg UeTXiUemeQWV Zill YaU\ acURVV cRXQWUieV. IQ
cRQWe[WV ZheUe iQVWiWXWiRQal caSabiliWieV aUe VXfficieQWl\ deYelRSed, UeSRUWiQg ma\ be
cRQdXcWed iQWeUQall\ WhURXgh cRRUdiQaWed effRUWV beWZeeQ Whe MRF aQd MRH. IQ
RWheU caVeV, WechQical aVViVWaQce fURm iQWeUQaWiRQal RU UegiRQal SaUWQeUV ma\ be
UeTXiUed WR VXSSRUW daWa cRllecWiRQ, aQal\ViV aQd UeSRUWiQg.

EVWabliVhiQg a cleaU aQd cUedible mRQiWRUiQg fUameZRUk QRW RQl\ eQhaQceV WUaQV˦
SaUeQc\ bXW alVR VWUeQgWheQV iQYeVWRU cRQfideQce, UeiQfRUceV Whe legiWimac\ Rf Whe
WUaQVacWiRQ, aQd cRQWUibXWeV WR Whe bURadeU RbjecWiYeV Rf VXVWaiQable deYelRSmeQW.

FRU bRQd-baVed VZaSV, YeUificaWiRQ caQ be cRQdXcWed cRQcXUUeQWl\ ZiWh Whe
iVVXaQce Rf Whe QeZ iQVWUXmeQW.

-

FRU lRaQ-baVed VZaSV, YeUificaWiRQ W\Sicall\ RccXUV afWeU Whe WUaQVacWiRQ, RQce Whe
bX\back haV beeQ cRmSleWed.

-

If Whe SURgUamme iV maQaged b\ a UecRgQiVed glRbal healWh RU deYelRSmeQW
iQVWiWXWiRQ, iQWeUQal mechaQiVmV ma\ VXffice, aQd e[WeUQal YeUificaWiRQ ma\ QRW
be UeTXiUed.

-

HRZeYeU, if Whe VaYiQgV aUe admiQiVWeUed WhURXgh a dedicaWed WUXVW fXQd RU a
beVSRke fiQaQciQg Yehicle, aQ iQdeSeQdeQW e[WeUQal YeUificaWiRQ UeSRUW fURm a
YeUificaWiRQ ageQW Zill likel\ be QeceVVaU\ WR eQVXUe WUaQVSaUeQc\ aQd
accRXQWabiliW\.

-
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Case Study: Republic of Ecuador, Debt-for-Nature Swap (2023)
In May 2023, Ecuador’s government executed a debt conversion to protect the Galápagos Islands.
This innovative transaction enabled the country to exchange USD 1.63 billion of its existing high-
interest commercial bonds for a new, significantly smaller USD 656 million loan, reducing the
nation’s debt by nearly USD 1 billion. It is projected to save Ecuador over USD 1.1 billion in debt
service payments over the term of the transaction.

The new loan was credit-enhanced with political risk insurance from the U.S. International DFC and a
USD 85 million guarantee from the Inter-American Development Bank (IDB). This combination signifi‐
cantly lowered the borrowing cost for Ecuador, making the entire conservation funding scheme finan‐
cially viable.

The transaction is projected to generate USD 450 million for marine conservation, which will be
managed and disbursed over the next 18.5 years by a newly created nonprofit entity, the
Galápagos Life Fund (GLF). The fund’s governance system is a public-private partnership, ensuring
accountability through an 11-member board of directors. This board comprises five members from
the Ecuadorian government and six non-governmental members, representing various stakeholders.
This structure governs how the funds are spent on key priorities, which are tied to new conservation
commitments made by Ecuador. These commitments broadly aim to strengthen the management,
monitoring and enforcement of its marine protected areas and improve the overall sustainability of its
fisheries. The GLF will also support scientific research and build an endowment to provide funding in
perpetuity.
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ThiV VecWiRQ Zill SURYide aQ RYeUYieZ Rf Whe SUiQciSal legal aQd dRcXmeQWaWiRQ iVVXeV
WhaW W\Sicall\ aUiVe iQ Whe QegRWiaWiRQ aQd imSlemeQWaWiRQ Rf debW cRQYeUViRQ WUaQVac˦
WiRQV. IW iV iQWeQded WR gXide gRYeUQmeQW RfficialV aQd RWheU SRWeQWial VWakehRldeUV
aQd WUaQVacWiRQ SaUWiciSaQWV WhURXgh Whe ke\ iQVWUXmeQWV, cRQWUacWXal SURYiViRQV aQd
SURcedXUal VWeSV iQYRlYed iQ VWUXcWXUiQg a bilaWeUal debW VZaS RU debW cRQYeUViRQ.

IW begiQV b\ RXWliQiQg Whe cRQWUacWXal fUameZRUk fRU bilaWeUal debW VZaSV, deVcUibiQg
VRme Rf Whe maiQ dRcXmeQWV aQd ke\ SURYiViRQV WhaW VhRXld be cRQVideUed ZheQ
QegRWiaWiQg WheVe WUaQVacWiRQV. The VecRQd SaUW diVcXVVeV legal cRQVideUaWiRQV UelaWed
WR debW cRQYeUViRQV, iQclXdiQg UeleYaQW legal dRcXmeQWaWiRQ, cUediW eQhaQcemeQW
cRQVideUaWiRQV, Whe cRQWUacWXal WUeaWmeQW Rf healWh-UelaWed cRmmiWmeQWV aQd KPIV,
Whe eVWabliVhmeQW Rf WUXVW RU SURjecW imSlemeQWaWiRQ fXQdV, Whe iQclXViRQ Rf back-WR-
back fXQdiQg aUUaQgemeQWV aQd VecXUiW\ VWUXcWXUeV. The diVcXVViRQ alVR RXWliQeV
addiWiRQal legal SURceVVeV aQd RSeUaWiRQal cRQVideUaWiRQV WhaW aUe cUiWical WR
e[ecXWiRQ.

Bilateral Debt Swaps
FURm a dRcXmeQWaWiRQ SeUVSecWiYe, bilaWeUal debW VZaS agUeemeQWV aUe VimSleU WhaQ
debW cRQYeUViRQV (deVcUibed belRZ). A bilaWeUal debW VZaS iV XVXall\ imSlemeQWed
WhURXgh fRUmal iQWeUQaWiRQal cRQWUacWV, XVXall\ cRmSUiViQg WhUee WieUV:

Key Legal
Considerations

IntergoYernmental frameZork agreement. ThiV WUeaW\-leYel iQVWUXmeQW
eVWabliVheV Whe SUiQciSle Rf Whe VZaS aQd iV W\Sicall\ VigQed beWZeeQ Whe cUediWRU
aQd Whe debWRU cRXQWU\. The agUeemeQW defiQeV Whe WRWal amRXQW Rf debW WR be

-
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IW iV imSRUWaQW WR QRWe, hRZeYeU, WhaW iQ a bilaWeUal debW VZaS WUaQVacWiRQ, WheUe iV QR
VWaQdaUdiVed aSSURach WR legal dRcXmeQWaWiRQ. IQ VRme caVeV, ke\ SURYiViRQV Zill be
iQclXded iQ a ViQgle cRmSUeheQViYe debW VZaS agUeemeQW, Zhile iQ RWheUV, YaUiRXV
cRQdiWiRQV aQd WeUmV ma\ be cRQWaiQed iQ VeSaUaWe agUeemeQWV (e.g. a VeSaUaWe imSle˦
meQWaWiRQ agUeemeQW RU WUXVW agUeemeQW).

TZR addiWiRQal legal fUameZRUkV mighW be QeceVVaU\ RQ Whe cUediWRU Vide:

caQcelled RU UedXced aQd Whe bURad SXUSRVe (e.g. fRU healWh V\VWem
VWUeQgWheQiQg).

The debt sZap agreement. ThiV agUeemeQW RXWliQeV Whe fiQaQcial aQd legal
deWailV Rf Whe aUUaQgemeQW, iQclXdiQg Whe QRmiQal amRXQW, e[chaQge UaWe,
Sa\meQW VchedXle, eligible VecWRUV, SURjecW aSSURYal SURceVV aQd defaXlW
SURYiViRQV. The Sa\meQW VchedXle ma\ deYiaWe fURm Whe iQiWial debW UeSa\meQW
VchedXle WR UeflecW Whe abVRUSWiYe caSaciW\ Rf Whe SURgUamme RU, if Whe debWRU haV
QegRWiaWed a gUace SeUiRd, WR eQVXUe fXQdV aUe WUaQVfeUUed WR Whe UeleYaQW fXQd,
WhiUd-SaUW\ eQWiW\ RU healWh SURjecW RU SURgUamme. The agUeemeQW alVR defiQeV
hRZ Whe debWRU cRXQWU\ Zill make cRXQWeUSaUW Sa\meQWV WR Whe fXQd, Whe
imSlemeQWiQg eQWiW\ RU Whe healWh SURjecW.

-

The implementation agreement. ThiV agUeemeQW iV XVXall\ VigQed beWZeeQ Whe
debWRU cRXQWU\ aQd Whe imSlemeQWiQg eQWiW\ (e.g. Whe GlRbal FXQd). The
agUeemeQW gRYeUQV diVbXUVemeQW, fidXciaU\ cRQWURlV aQd mRQiWRUiQg.

-

SRme cUediWRUV ma\ haYe a QaWiRQall\ aSSURYed fUameZRUk WR VXSSRUW debW
VZaSV, RU Whe\ ma\ UeTXiUe RQe WhaW QeedV WR be aSSURYed b\ WheiU PaUliameQW.
FRU e[amSle, GeUmaQ\˭V FedeUal BXdgeW CRde emSRZeUV miQiVWUieV WR defeU,
UedXce RU ZUiWe Rff fedeUal claimV - Whe cRUe legal WRRl eQabliQg debW
caQcellaWiRQV/cRQYeUViRQV. The BXdgeW AcW VeWV biQdiQg amRXQWV aQQXall\ fRU
debW VZaSV.

-

SiQce Whe laWe 1980V, Whe PaUiV ClXb haV iQclXded a debW VZaS claXVe iQ iWV
agUeemeQWV XQdeU VSecific cRQdiWiRQV. ThaW claXVe allRZV PaUiV ClXb cUediWRUV WR
cRQYeUW SaUW Rf WheiU eligible claimV (W\Sicall\ cRQceVViRQal lRaQV) iQWR a debW
VZaS XQdeU agUeed SaUameWeUV. The TXaQWiWaWiYe limiW iV a 10-20% caS Rf Whe
WRWal UeVWUXcWXUed amRXQW, aQd cUediWRUV aUe UeTXeVWed WR iQfRUm RWheU PaUiV
ClXb membeUV Rf aQ\ SlaQQed debW VZaS.

-
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PURYiViRQV WR be miQdfXl Rf:

Debt reduction or cancellation clause. ThiV claXVe VSecifieV Whe VcRSe aQd
VWUXcWXUe Rf Whe fiVcal Uelief beiQg SURYided iQ e[chaQge fRU Whe debWRU˭V
cRmmiWmeQW WR fXQd VSecific SURgUammeV RU SURjecWV. DebWRUV VhRXld cRQfiUm
ZheWheU Uelief WakeV Whe fRUm Rf SaUWial RU fXll debW caQcellaWiRQ, debW UeSURfiliQg
RU UeVchedXliQg. IQ addiWiRQ, WR Whe e[WeQW WhaW aQ\ SaUWial ZUiWe-Rff RU
caQcellaWiRQ haV beeQ QegRWiaWed, Whe debWRU VhRXld VXggeVW WhaW WhiV RccXU
XSfURQW UaWheU WhaQ beiQg cRQdiWiRQal XSRQ SURgUamme cRmSleWiRQ, VR WhaW Whe
cRXQWU\ RbWaiQV immediaWe fiVcal Uelief. FiQall\, iW iV cUXcial WR claUif\ iQ Whe
dRcXmeQWaWiRQ hRZ aQd ZheQ debW RbligaWiRQV aUe e[WiQgXiVhed - ZheWheU
SURgUeVViYel\ aV fXQdV aUe WUaQVfeUUed, RU RQce Whe fXll amRXQW iV cRmmiWWed -
aQd WhaW RQce debW iV deemed e[WiQgXiVhed, iW caQQRW be UeiQVWaWed RU claZed
back b\ Whe cUediWRU.

-

Transfer mechanics and schedule. ThiV laQgXage iQ Whe debW VZaS agUeemeQW
defiQeV hRZ, ZheQ aQd iQ ZhaW cXUUeQc\ Whe debWRU WUaQVfeUV fUeed-XS UeVRXUceV
WR aQ\ deVigQaWed fXQd, eVcURZ accRXQW RU SURgUamme admiQiVWUaWRU. WheQ
QegRWiaWiQg WhiV claXVe, Whe debWRU VhRXld caUefXll\ cRQVideU Whe dXUaWiRQ aQd
fUeTXeQc\ Rf Whe WUaQVfeU RbligaWiRQ, WakiQg iQWR cRQVideUaWiRQ facWRUV VXch aV
bXdgeW c\cleV, WUaQVacWiRQ cRVWV, admiQiVWUaWiYe VimSliciW\ aQd SURjecW abVRUSWiRQ
cRQVideUaWiRQV. IQ VRme iQVWaQceV, deSeQdiQg RQ Whe debWRU˭V fiVcal SRViWiRQ, Whe
debWRU ma\ alVR Veek WR QegRWiaWe a gUace SeUiRd befRUe WUaQVfeUV begiQ WR aYRid
bXdgeWaU\ VWUaiQ.

-

Currenc\ of transfer. DebWRUV W\Sicall\ SUefeU lRcal cXUUeQc\ WUaQVfeUV WR aligQ
ZiWh lRcal e[SeQdiWXUeV. HRZeYeU, if cXUUeQc\ cRQYeUViRQ iV UeTXiUed, iW iV YiWal WR
eQVXUe a faiU aQd WUaQVSaUeQW e[chaQge UaWe UefeUeQce (e.g. ceQWUal baQk UaWe).

-

Monitoring and eYaluation clause. ThiV claXVe, WR Whe e[WeQW iW iV iQclXded iQ
Whe debW VZaS agUeemeQW, eVWabliVheV RYeUVighW, UeSRUWiQg aQd aXdiW mechaQiVmV
WR eQVXUe WhaW UeVRXUceV aUe aSSURSUiaWel\ XVed fRU Whe agUeed-XSRQ SXUSRVeV. Of
QRWe, WhiV ma\ alVR be iQclXded iQ a VeSaUaWe legal dRcXmeQW, VXch aV aQ
imSlemeQWaWiRQ agUeemeQW. WheQ UeYieZiQg WhiV claXVe, debWRUV VhRXld claUif\
Whe fRUmaW, fUeTXeQc\ aQd UeVSRQVible SaUW\ fRU aQ\ UeSRUWiQg. IW iV alVR eVVeQWial
WR aYRid RYeUl\ bXUdeQVRme mRQiWRUiQg UeTXiUemeQWV WhaW cUeaWe e[ceVViYe
admiQiVWUaWiYe cRVWV RU dela\V.

-

Transfer default and remedies clause. ThiV claXVe defiQeV Whe cRQVeTXeQceV Rf
Whe debWRU˭V failXUe WR fXlfil iWV WUaQVfeU RbligaWiRQV XQdeU Whe agUeemeQW aQd Whe

-
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Debt Conversions
DRcXmeQWiQg a debW cRQYeUViRQ UeTXiUeV a bURadeU VeW Rf agUeemeQWV WhaQ a VWaQdaUd
bRQd iVVXaQce RU lRaQ WUaQVacWiRQ. The AWWRUQe\ GeQeUal˭V Office (RU eTXiYaleQW) aQd
Whe headV Rf UeleYaQW miQiVWUieV˭ legal deSaUWmeQWV VhRXld be aZaUe eaUl\ RQ Rf Whe
WUaQVacWiRQ, aV addiWiRQal legal aSSURYalV ma\ be UeTXiUed. The legal UeYieZ SURceVV
caQ alVR Wake lRQgeU dXe WR Whe mRUe VWUXcWXUed aQd beVSRke elemeQWV iQYRlYed,
Zhich aUe QRW W\Sical Rf RWheU WUaQVacWiRQV WhaW MRFV aUe accXVWRmed WR.

NegRWiaWiRQV RfWeQ iQYRlYe mXlWiSle miQiVWUieV aQd ageQcieV; WheUefRUe, fRUmiQg a
cURVV-gRYeUQmeQW ZRUkiQg gURXS RU WaVk fRUce caQ be beQeficial. CleaUl\ defiQiQg
each miQiVWU\˭V URle, e.g. Whe MRF fRU liabiliW\ maQagemeQW aQd fXQdiQg aVSecWV, aQd
Whe MRH fRU healWh-UelaWed cRmmiWmeQWV, Zill helS cRRUdiQaWe dRcXmeQWaWiRQ,
e[ecXWiRQ aQd RQgRiQg mRQiWRUiQg. HRldiQg UegXlaU check-iQV Zill alVR faciliWaWe WhiV
cRRUdiQaWiRQ.

ReTXiUed dRcXmeQWaWiRQ geQeUall\ fallV iQWR Whe fRllRZiQg caWegRUieV:

UemedieV aYailable WR Whe cUediWRU. CUediWRU UemedieV ma\ iQclXde (i)
UeiQVWaWemeQW Rf Whe RUigiQal debW (I.e. UeYeUWiQg WR Whe RUigiQal lRaQ WeUmV) aQd
(ii) acceleUaWiRQ Rf Sa\meQWV XQdeU Whe RUigiQal debW (I.e. UeTXiUiQg all
UemaiQiQg Sa\meQW RbligaWiRQV WR becRme immediaWel\ dXe). DebWRUV VhRXld
QegRWiaWe a UeaVRQable cXUe SeUiRd (e.g. 2-6 mRQWhV) dXUiQg Zhich Whe
gRYeUQmeQW caQ cXUe aQ\ defaXlW befRUe Whe cUediWRU caQ e[eUciVe iWV Uemed\
UighWV.

DRcXmeQWV VXSSRUWiQg Whe SaUWiciSaWiRQ Rf iQiWial VWakehRldeUV (e.g. maQdaWe
leWWeUV fRU leQdeUV aQd aUUaQgeUV, eQgagemeQW leWWeUV fRU legal aQd fiQaQcial
adYiVRUV, aSSRiQWmeQW leWWeUV fRU WhiUd-SaUW\ WechQical aVViVWaQce, aSSlicaWiRQ fRU
cUediW eQhaQcemeQW mechaQiVmV)

-

LiabiliW\ maQagemeQW dRcXmeQWV (e.g. WeQdeU RffeU memRUaQdXm)-

DebW cRQYeUViRQ dRcXmeQWV-

CUediW eQhaQcemeQW agUeemeQWV (e.g. gXaUaQWee agUeemeQWV, iQVXUaQce SRlicieV)-

HealWh-UelaWed SRlic\ aQd fXQdiQg cRmmiWmeQWV fRU XViQg Whe fiVcal VaYiQgV
geQeUaWed b\ Whe debW cRQYeUViRQ

-

DRcXmeQWV eVWabliVhiQg aQ\ WUXVW fXQd RU SURjecW imSlemeQWaWiRQ fXQd-
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TheVe aUe each deVcUibed iQ mRUe deWail belRZ.

DOCUMENTATION SUPPORTING THE PARTICIPATION OF THE INITIAL
PARTICIPANTS IN THE PROPOSED TRANSACTION

OQce Whe VRYeUeigQ haV deWeUmiQed WhaW iW ZiVheV WR XQdeUWake a debW cRQYeUViRQ,
VeYeUal WhiUd SaUWieV Zill Qeed WR be bURXghW RQ bRaUd, aQd each Rf Whem Zill Qeed WR
be maQdaWed WhURXgh a VeSaUaWe bilaWeUal eQgagemeQW leWWeU ZiWh Whe gRYeUQmeQW
(XVXall\ WhURXgh Whe MRF). ThiV Zill iQclXde, inter alia:

AgUeemeQWV fRU back-WR-back fXQdiQg, if aSSlicable-

SecXUiW\ aQd iQWeUcUediWRU dRcXmeQWaWiRQ, iQ VRme caVeV-

Legal adYiVRUV aQd SRWeQWiall\ fiQaQcial adYiVRUV, ZhR Zill adYiVe RQ Whe
cRQWemSlaWed WUaQVacWiRQ.

-

IQWeUQaWiRQal aQd/RU dRmeVWic baQkV, Zhich cRXld acW aV aUUaQgeUV aQd/RU
XQdeUZUiWeUV Rf Whe QeZ bRQd/lRaQ aW Whe heaUW Rf Whe debW cRQYeUViRQ, aV Zell aV
dealeU maQageUV iQ UeVSecW Rf aQ\ WeQdeU Rf Whe VRYeUeigQ˭V e[iVWiQg bRQdV (iQ
caVe Whe debW cRQYeUViRQ WaUgeWV RXWVWaQdiQg bRQdV).

-

CUediW eQhaQcemeQW SURYideUV (e.g. MDBV, DFIV) W\Sicall\ VXSSRUW RSeUaWiRQV
aQd XVXall\ UeTXiUe fRUmal aSSlicaWiRQ UeTXeVWV fURm gRYeUQmeQWV, aV Zell aV
WhRURXgh dXe diligeQce SURceVVeV. AV VXch, a cRmmRQ XQdeUVWaQdiQg Rf WheVe
UeTXiUemeQWV, aV Zell aV aQ\ aVVRciaWed feeV aQd e[SeQVeV (iQclXdiQg
gXaUaQWee/iQVXUaQce SUemia), VhRXld be VRXghW eaUl\ RQ. IW iV WR be QRWed WhaW
WheVe cUediW eQhaQcemeQW SURYideUV Zill UeTXiUe VeSaUaWe legal adYice (RfWeQ bRWh
iQWeUQaWiRQal aQd QaWiRQal).

-

GlRbal healWh iQVWiWXWiRQV RU NGOV caQ SURYide WechQical aVViVWaQce RQ Whe
healWh aVSecWV Rf Whe RSeUaWiRQ aQd Whe healWh-UelaWed aSSlicaWiRQV Rf Whe fiVcal
VaYiQgV geQeUaWed b\ Whe debW cRQYeUViRQ, aV Zell aV mRQiWRUiQg aQd UeSRUWiQg
cRmSRQeQWV.

-

RaWiQg ageQcieV aUe W\Sicall\ iQYRlYed aW WZR leYelV: (i) UaWiQg Whe QeZ debW
iQVWUXmeQW; aQd (ii) aVVeVViQg aQ\ SRWeQWial imSlicaWiRQV Rf Whe debW bX\back RQ
Whe VRYeUeigQ UaWiQg.

-

OWheU WhiUd SaUWieV (e.g. WUXVWee, faciliW\ ageQW, WeQdeU ageQW WR maQage aQd
admiQiVWeU Whe WeQdeU RffeU aQd RWheU SaUWieV˭ legal adYiVRUV), ZhRVe URleV Zill

-
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Procurement/Request For Proposals (RfPs)

ThRXghW Zill Qeed WR be giYeQ WR aQ\ cRXQWU\-VSecific SURcXUemeQW SURceVVeV WR
maQdaWe Whe UeTXiUed SaUWieV RU RWheU Za\V Rf dRiQg VR, Zhich Zill cRmSl\ ZiWh
QaWiRQal UeTXiUemeQWV - VXch UeTXiUemeQWV ma\ lead WR Whe Qeed fRU aQ RfP WR be
dUafWed WR iQYiWe fiQaQcial adYiVRUV, legal adYiVeUV aQd baQkV WR VXbmiW SURSRValV WR
Whe MRF. TheVe caQ be YeU\ XVefXl, aV ZRXld iQWeUYieZiQg SaUWieV VXbmiWWiQg SURSRV˦
alV. The VcRSe Rf each VXch maQdaWe, aV Zell aV WimiQg aQd fee cRYeUage, Zill Qeed WR
be cleaUl\ eVWabliVhed (W\Sicall\ iQ a maQdaWe RU eQgagemeQW leWWeU).

AW WhiV iQiWial VWeS, aQd giYeQ Whe QXmbeU Rf SaUWiciSaQWV, iW Zill be cUiWical WR eQVXUe
aligQmeQW acURVV all SaUWieV RQ (i) Whe WechQical aQd cRmmeUcial SaUameWeUV Rf Whe
deal, aQd (ii) Whe RYeUall e[ecXWiRQ WimeliQe - eVSeciall\ aV Whe diVbXUVemeQW daWe
VhRXld be iQ liQe ZiWh Whe RYeUall MRF˭V fXQdiQg SlaQ fRU Whe \eaU.

Other documents

AV VXch, be\RQd Whe bilaWeUal maQdaWe aQd eQgagemeQW leWWeUV, fRXU RWheU dRcXmeQWV
caQ be elabRUaWed aQd ciUcXlaWed WR all UeleYaQW SaUWieV:

deSeQd RQ Whe WaUgeW RSeUaWiRQ˭V VWUXcWXUe aQd caQ be maSSed RXW b\ Whe baQkV
maQdaWed WR aUUaQge Whe RSeUaWiRQ. T\Sicall\, baQkV Zill RbWaiQ TXRWeV fURm WZR
RU WhUee SURYideUV Rf VXch VeUYiceV WR eQVXUe cRmSeWiWiYe SUiciQg aQd
RSWimiVaWiRQ Rf WUaQVacWiRQ cRVWV fRU Whe gRYeUQmeQW.

A fiQaQcial mRdel iV XVed WR maS RXW Whe RYeUall cRVWV Rf Whe WUaQVacWiRQ aQd debW
VeUYiciQg cRVWV. TheUe VhRXld be a UegXlaU UeYieZ Rf Whe mRdel aV Whe WUaQVacWiRQ
mRYeV fURm cRQceSW WR e[ecXWiRQ. ThiV mRdel caQ be elabRUaWed aQd maiQWaiQed
b\ Whe MRF Weam aQd iWV fiQaQcial adYiVRU.

-

A TeUm SheeW ZiWh Whe maiQ cRmmeUcial aQd legal SaUameWeUV Rf Whe SURSRVed
WUaQVacWiRQ. ThiV caQ eQVXUe WhaW, befRUe mRYiQg WR Whe fXll dRcXmeQWaWiRQ VWage,
all Whe SaUWieV agUee RQ Whe maiQ SaUameWeUV Rf Whe debW cRQYeUViRQ.

-

A deWailed e[ecXWiRQ WimeliQe maSSiQg RXW Whe diffeUeQW ZRUkVWUeamV (e.g.
aligQmeQW RQ cRmmeUcial WeUmV, QegRWiaWiRQ Rf all legal dRcXmeQWV, VelecWiRQ Rf
all WhiUd SaUWieV, aSSURYal Rf Whe SURjecW b\ Whe cUediW-VXSSRUW SURYideUV˭ bRaUdV,
gRYeUQmeQW aSSURYalV, UaWiQgV).

-

A dRcXmeQW liVW ZiWh allRcaWed UeVSRQVibiliWieV, iQdicaWiQg ZhR haV SUimaU\
UeVSRQVibiliW\ fRU dUafWiQg each dRcXmeQW, Whe SaUWieV iQYRlYed, ZhR Zill UeYieZ
Whe dRcXmeQW, aQd iWV SRViWiRQ iQ aQ\ WimeliQe.

-
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Partners

IQ laUge debW cRQYeUViRQ WUaQVacWiRQV iQYRlYiQg mXlWiSle SaUWieV aQd legal adYiVRUV,
haYiQg a VWURQg cRRUdiQaWiQg SaUWQeU caQ make a VigQificaQW diffeUeQce WR Whe VXcceVV
Rf WUaQVacWiRQ e[ecXWiRQ, aQd iW VhRXld be cleaU fURm Whe RXWVeW ZhR Zill aVVXme WhiV
URle. IQ SaVW WUaQVacWiRQV, WhiV haV UaQged fURm a SUeVideQWial adYiVRU WR a miQiVWeU,
Whe e[WeUQal fiQaQcial adYiVRU WR Whe MRF RU eYeQ aQ aUUaQgiQg baQk. If a SaUW\
RXWVide Rf gRYeUQmeQW, WheUe VhRXld be cleaU liQeV Rf acceVV WR VeQiRU gRYeUQmeQW
RfficialV aQd VWaff.

CONFIDENTIALITY

WhilVW Whe cRXQWU\ iV ZRUkiQg RQ a debW cRQYeUViRQ, iW iV RfWeQ SUefeUable WhaW WhiV
VhRXld UemaiQ cRQfideQWial. WheUe Whe VXbjecW Rf Whe debW cRQYeUViRQ iV SXblicl\
WUaded bRQdV iQ Whe caSiWal maUkeWV, WhiV iV eVSeciall\ imSRUWaQW, aV Whe bRQd SUice
ma\ Uall\ XSRQ VXch iQfRUmaWiRQ beiQg kQRZQ, aQd Whe fiVcal VaYiQgV Whe cRXQWU\
VeekV WR RbWaiQ ma\ dimiQiVh. The Qeed WR maiQWaiQ cRQfideQWialiW\ alVR aSSlieV WR
aQ\ cUediW eQhaQcemeQW SURYideUV ZhR ma\ iQadYeUWeQWl\ diVclRVe a SURSRVed WUaQV˦
acWiRQ WhURXgh Whe SURceVV Rf RbWaiQiQg bRaUd aSSURYal. FRU e[amSle, eaUl\ diVcXV˦
ViRQV VhRXld addUeVV WheVe gXideliQeV aQd aQ\ UelaWed meaVXUeV SXW iQ Slace ZiWh all
SaUWieV WR Whe WUaQVacWiRQ aQd WheiU UeVSecWiYe emSlR\eeV/RfficialV.

LIABILITY MANAGEMENT DOCUMENTATION

AW Whe heaUW Rf maQ\ WUaQVacWiRQV iV Whe bX\iQg back Rf VRYeUeigQ bRQdV. The gUeaWeU
Whe diVcRXQW aW Zhich VXch bRQdV aUe WUadiQg, Whe gUeaWeU Whe fiVcal VaYiQgV WhaW cRXld
be geQeUaWed fURm Whe debW cRQYeUViRQ. The bX\back cRmSRQeQW Rf Whe WUaQVacWiRQ iV
VimilaU WR aQ\ VimSle liabiliW\ maQagemeQW WUaQVacWiRQ WhaW a cRXQWU\ ZRXld
XQdeUWake aV SaUW Rf iWV da\-WR-da\ debW maQagemeQW VWUaWeg\, baVed RQ a caVh WeQdeU
RffeU.

DRcXmeQWaWiRQ Zill iQYRlYe agUeeiQg RQ a WeQdeU RffeU (I.e. aQ RffeU b\ Whe VRYeUeigQ
iVVXeU WR UeSXUchaVe RXWVWaQdiQg debW VecXUiWieV fURm e[iVWiQg hRldeUV) memRUaQ˦
dXm, a leWWeU aSSRiQWiQg a WeQdeU ageQW aQd UelaWed iQWeUQal aSSURYalV. WheUe Whe
WeQdeU iV WR be e[ecXWed b\ Za\ Rf a caVh WeQdeU, iW ZRXld QRW XVXall\ UeTXiUe cRXQWU\
diVclRVXUe RQ Whe VRYeUeigQ. ThRXghW Zill SUimaUil\ Qeed WR be giYeQ WR VelecWiQg Whe
WaUgeW bRQdV baVed RQ maWXUiW\, WUadiQg SUice, aQd Whe bXQchiQg Rf maWXUiWieV, amRQg
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RWheU facWRUV. AddiWiRQall\, iW iV eVVeQWial WR cRQVideU ZheWheU aQ\ bRQdV iQclXde call
RSWiRQV, Zhich cRXld alVR VXSSRUW Whe liabiliW\ maQagemeQW VWUaWeg\. IQ maQ\ caVeV,
Whe WeQdeU RffeU ZRXld be fURQWed b\ Whe VRYeUeigQ (iQdeed, WhiV ma\ be a legal aQd/RU
cRQWUacWXal UeTXiUemeQW iQ VRme iQVWaQceV). SWill, WheUe haYe beeQ VRme WUaQVacWiRQV
fURQWed b\ WhiUd SaUWieV (ZiWh Whe WaciW aSSURYal Rf Whe VRYeUeigQ).

TheUe aUe VeYeUal ke\ elemeQWV WR cRQVideU iQ WhiV UegaUd, iQclXdiQg QaWiRQal UeTXiUe˦
meQWV, aQ\ cRQVWUaiQWV ZiWhiQ Whe WeUmV Rf Whe e[iVWiQg bRQdV (e.g. if cRmbiQed ZiWh
Whe XVe Rf a bRQd call RSWiRQ XSRQ UeachiQg ceUWaiQ WhUeVhRldV Rf bRQdV WeQdeUed),
aQd Whe SUefeUeQceV Rf Whe cUediW VXSSRUW SURYideU. SRme cUediW eQhaQcemeQW
SURYideUV SUefeU WhaW fXQdV be XVed diUecWl\ WR Sa\ Whe caVh WeQdeU ZiWhRXW fiUVW
flRZiQg WhURXgh Whe VRYeUeigQ. AUUaQgemeQWV caQ be SXW iQ Slace fRU Whe fXQdV UaiVed
WR flRZ WR WeQdeUiQg bRQdhRldeUV. HRZeYeU, SaUWieV VhRXld agUee RQ a fXQdV flRZ aQd
UelaWed leWWeUV Rf iQVWUXcWiRQV WR WhiUd SaUWieV WR effecW VXch a fXQdV flRZ aV SaUW Rf Whe
liabiliW\ maQagemeQW diVcXVViRQV.

DEBT CONVERSION DOCUMENTATION INCLUDING CREDIT
ENHANCEMENT (IF ANY)

The e[iVWiQg bRQdV WhaW aUe beiQg bRXghW aQd caQcelled Zill be UeSlaced b\ a lRaQ RU
bRQd, RfWeQ ZiWh cUediW eQhaQcemeQW aQd lRZeU debW VeUYiciQg cRVWV. WheWheU Whe
UeSlacemeQW iQVWUXmeQW iV a bRQd RU a lRaQ Zill be deWeUmiQed b\ VRYeUeigQ SUefeU˦
eQceV, cUediW VXSSRUW SURYideU SUefeUeQceV aQd leQdeU/iQYeVWRU SUefeUeQceV. IQ VRme
iQVWaQceV, a cRXQWU\ ma\ QRW haYe Whe aSSURYalV WR iVVXe/eQWeU iQWR a SaUWicXlaU
iQVWUXmeQW aQd Zill SUefeU Whe RWheU. CUediW eQhaQcemeQW SURYideUV ma\ RQl\ be
aXWhRUiVed WR SURYide cUediW VXSSRUW iQ UelaWiRQ WR a bRQd RU a lRaQ. The aUUaQgiQg
baQk ma\ ZiVh WR UemaiQ Whe leQdeU Rf UecRUd aQd SUefeU a lRaQ. EaUl\ iQ Whe SURceVV,
WheVe SUefeUeQceV VhRXld be diVcXVVed aQd aQ XQdeUVWaQdiQg Ueached UegaUdiQg Whe
fXQdiQg iQVWUXmeQW. The WeUm VheeW VhRXld UeflecW Whe SRViWiRQV Ueached.

LOAN OPTION

WheUe Whe debW UeSlacemeQW iQVWUXmeQW iV a lRaQ, Whe cRXQWU\ Zill be UeTXiUed WR
eQWeU iQWR a faciliW\ (RU lRaQ RU cUediW) agUeemeQW WhURXgh iWV MRF RU a XVXal cRQ˦
WUacWiQg SaUW\. A faciliW\ ageQW Zill alVR be UeTXiUed WR admiQiVWeU Whe lRaQ. The
leQdeU(V) ma\ be a baQk(V) RU a VSecial SXUSRVe Yehicle (SPV) eVWabliVhed WR acW aV a
cRQdXiW iQ Whe WUaQVacWiRQ, if a back-WR-back fiQaQciQg aUUaQgemeQW iV beiQg SXW iQ
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Slace WR UaiVe fXQdiQg fURm Whe caSiWal maUkeWV. The lRaQ Zill be VimilaU WR RWheU
faciliWieV Whe cRXQWU\ ma\ haYe eQWeUed iQWR bXW Zill alVR iQclXde VRme addiWiRQal
feaWXUeV: SURYiViRQV UeTXiUed b\ Whe cUediW eQhaQcemeQW SURYideUV; addiWiRQal
maQdaWRU\ SUeSa\meQW eYeQWV RU eYeQWV Rf defaXlW UelaWed WR lRVV Rf Whe cUediW
VXSSRUW; addiWiRQal UeSUeVeQWaWiRQ, cRYeQaQWV aQd eYeQWV Rf defaXlW aQd WUaQVacWiRQ
VSecific acceleUaWiRQ UighWV WUiggeUiQg eaUl\ UeSa\meQW; SURYiViRQV UelaWiQg WR VXbUR˦
gaWiRQ UighWV aQd WUaQVfeU/aVVigQmeQW UighWV UelaWed WR Whe cUediW VXSSRUW aQd aQ\
back WR back fXQdiQg VWUaWeg\.

CaUe Zill be Qeeded WR UeYieZ aQ\ cRXQWeU-gXaUaQWeeV RU cRXQWeU-iQdemQiWieV
UeTXiUed b\ cUediW eQhaQcemeQW SURYideUV caUefXll\ aQd WR XQdeUVWaQd Whe cRQVe˦
TXeQceV Rf defaXlW RQ Whe VRYeUeigQ˭V bURadeU acceVV WR Whe cUediW VXSSRUW SURYideU˭V
RffeUiQgV (eVSeciall\ if a mXlWilaWeUal deYelRSmeQW baQk RQ Zhich Whe VRYeUeigQ iV
highl\ UeliaQW). FRU fXUWheU iQfRUmaWiRQ, Vee ChaSWeU 8: Credit Enhancement.

ThRXghW Zill alVR Qeed WR be giYeQ WR Whe hieUaUch\ Rf cUediW VXSSRUW if mRUe WhaQ
RQe, aQd aQ\ VhaUiQg claXVeV aQd VXbURgaWiRQ UighWV WhaW Whe SaUWieV Zill UeTXiUe.
WhilVW Whe cRXQWU\ ma\ QRW haYe acceVV WR Whe fXll VXiWe Rf gXaUaQWee dRcXmeQWV WhaW
Whe cUediW VXSSRUW SURYideU ma\ UeTXiUe iQ Whe WUaQVacWiRQ, iW VhRXld Veek WR XQdeU˦
VWaQd Whe imSlicaWiRQV Rf VXch dRcXmeQWV, iQclXdiQg cRQVeQW/VXbURgaWiRQ/PeUVRQal
CaUe SeUYiceV UighWV, eVSeciall\ iQ a defaXlW VceQaUiR.

The faciliW\ agUeemeQW Zill alVR W\Sicall\ iQclXde aQ XQdeUWakiQg b\ Whe MRF WR make
aYailable Whe agUeed-XSRQ SRUWiRQ Rf Whe VaYiQgV geQeUaWed b\ Whe WUaQVacWiRQ WR Whe
SaUW\ WhaW iV dXe WR UeceiYe VXch Sa\meQWV (be iW a gRYeUQmeQW ageQc\, WUXVW fXQd RU
SURjecW imSlemeQWeU). A deciViRQ Zill Qeed WR be made iQ adYaQce ZheWheU VXch aQ
XQdeUWakiQg UeTXiUeV all Whe VaYiQgV WR be gUaQWed iQ RQe Sa\meQW aW Whe RXWVeW Rf Whe
WUaQVacWiRQ RU WR be gUadXall\ UeleaVed RYeU a VSecified WimefUame. IQ Whe healWh VSace,
WhiV Zill UeTXiUe VSecial cRQVideUaWiRQ iQ YieZ Rf Whe SRWeQWiall\ iQcUeaVed beQefiWV Rf
eaUl\ iQYeVWmeQW iQ Whe Zell-beiQg Rf aQ\ WaUgeWed gURXS.

IQ eiWheU caVe, if VXch Sa\meQWV aUe QRW made, WhiV ZRXld UeVXlW iQ aQ eYeQW Rf defaXlW
XQdeU Whe lRaQ. The faciliW\ agUeemeQW Zill alVR iQclXde VSecific mechaQiVmV ZheUeb\,
if Whe agUeed-XSRQ healWh KPIV RU SRlic\ healWh cRmmiWmeQWV aUe QRW meW, Whe gRY˦
eUQmeQW ma\ haYe aQ RbligaWiRQ WR make addiWiRQal Sa\meQWV.

The healWh KPIV aQd cRmmiWmeQWV, alRQg ZiWh WheiU UelaWed UemedieV, aUe WR be
caUefXll\ QegRWiaWed VeSaUaWel\, aV deVcUibed belRZ. UQlike WhemaWic bRQdV, debW cRQ˦
YeUViRQV haYe hiWheUWR beeQ VWUXcWXUed (fRllRZiQg aSSURSUiaWe gUace SeUiRdV) WR be
caSable Rf UeVXlWiQg iQ a defaXlW (ZiWh bURadeU cURVV-defaXlW imSlicaWiRQV), VR addiW˧
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iRQal caUe mXVW be e[eUciVed iQ XQdeUVWaQdiQg Whe liQkV beWZeeQ Whe faciliW\
agUeemeQW aQd Whe agUeemeQWV cRQWaiQiQg Whe healWh-UelaWed cRmmiWmeQWV.

BOND OPTION

WheUe a cRXQWU\ caQQRW eQWeU iQWR a lRaQ, iW ma\ decide WR iVVXe a bRQd, Zhich caQ be
held b\ a ViQgle eQWiW\ (e.g. aQ SPV). IQ VXch caVeV, Whe bRQd WeUmV aQd cRQdiWiRQV
Zill QRW be Whe Vame aV RWheU bRQdV iVVXed b\ Whe VRYeUeigQ, bXW Zill, aV SeU Whe lRaQ
deVcUiSWiRQ abRYe, alVR iQclXde beVSRke elemeQWV. ThRXghW Zill Qeed WR be giYeQ aV WR
Whe imSlicaWiRQV Rf U.S. VecXUiWieV laZV RQ Whe VWUXcWXUe, aSSlicable e[emSWiRQV fURm
U.S. UegiVWUaWiRQ UeTXiUemeQWV aQd Whe URle Rf Whe baQk(V) RU aQ SPV aV iQiWial SXU˦
chaVeUV. BaQkV Zill be YeU\ fRcXVed RQ SRWeQWial XQdeUZUiWeU liabiliW\ aQd Zill Qeed WR
maS RXW aQ aSSURach RQ ZheWheU cRXQWU\ diVclRVXUe iV QeceVVaU\ RU QRW. PURYidiQg
VXch diVclRVXUe caQ be TXiWe RQeURXV fRU VRme cRXQWUieV; WheUefRUe, addUeVViQg WhiV iQ
cRQYeUVaWiRQ ZiWh Whe aUUaQgiQg baQk(V) eaUl\ iQ Whe SURceVV iV eVVeQWial.

WheUe a debW cRQYeUViRQ WUaQVacWiRQ iQYRlYeV a cUediW VXSSRUW SURYideU Zhich dReV
QRW faYRXU fXQdiQg flRZiQg WhURXgh Whe VRYeUeigQ, a VeSaUaWe e[chaQge aQd VeWWle˦
meQW agUeemeQW ma\ be eQWeUed iQWR VSecif\iQg WhaW Whe leQdiQg RbligaWiRQ XQdeU Whe
lRaQ b\ Whe leQdeU iV diVchaUged b\ Whe laWWeU˭V VeWWliQg Rf Whe WeQdeU RffeU iQ e[chaQge
fRU aQ XQdeUWakiQg b\ Whe VRYeUeigQ WR iQVWUXcW Whe caQcellaWiRQ Rf Whe bRQdV WeQdeUed
iQ Whe caVh WeQdeU.

DOCUMENTATION RELATED TO HEALTH POLICY COMMITMENTS AND
KPIS

FURm a dRcXmeQWaWiRQ aQd VWUXcWXUiQg SeUVSecWiYe, WheVe caQ diffeU WUaQVacWiRQ WR
WUaQVacWiRQ. IW ma\ be WhaW Whe cRXQWU\ haV SaUWQeUed ZiWh aQ XQdeUl\iQg
iQWeUQaWiRQal RUgaQiVaWiRQ ZRUkiQg iQ Whe healWh VecWRU, Zhich haV iWV RZQ RbjecWiYeV
iQ SaUWiciSaWiQg iQ a debW-fRU-healWh VZaS ZiWh Whe gRYeUQmeQW aQd Whe W\SeV Rf
cRXQWU\ cRmmiWmeQWV, VSeQdiQg Rf Whe VaYiQgV geQeUaWed b\ Whe WUaQVacWiRQ aQd
imSlemeQWiQg VWUaWeg\ fRU dRiQg VR Zill be fUamed b\ Whe RQgRiQg SaUWQeUVhiS (Whe
fiUVW VceQaUiR).

The cRXQWU\ aQd VXch RUgaQiVaWiRQV haYe VSecific bilaWeUal mXlWi-\eaU SlaQV, aQd Whe
fXQdiQg fUeed XS b\ Whe WUaQVacWiRQ caQ VXSSRUW SURgUammeV WhaW ZRXld RWheUZiVe
QRW be fXQded. AlWeUQaWiYel\, Whe cUediW VXSSRUW SURYideU iV SaUWicXlaUl\ fRcXVed RQ
VSecific RXWcRmeV WR SaUWiciSaWe iQ Whe WUaQVacWiRQ, aQd iW Zill haYe cRQWUacWXal
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UeTXiUemeQWV WhaW Qeed WR be embedded iQ VeSaUaWe agUeemeQWV (Whe VecRQd
VceQaUiR).

The YaUiRXV aSSURacheV caQ VigQificaQWl\ imSacW Whe dRcXmeQWaWiRQ. IQ UelaWiRQ WR
Whe fiUVW VceQaUiR, iW iV eVVeQWial WR QRWe WhaW iQYeVWRUV Zill e[SecW aQ\ WUaQVacWiRQ WR be
accUeWiYe WR e[iVWiQg VSeQdiQg aUUaQgemeQWV (aQd QRW jXVW a UeSlacemeQW). HRZeYeU,
gRRd XVe cRXld VWill be made Rf e[iVWiQg SlaQV.

T\Sicall\ iW Zill be QeceVVaU\, hRZeYeU, WR eQWeU iQWR aQ addiWiRQal cRmmiWmeQWV
agUeemeQW VeWWiQg RXW gRYeUQmeQW VSecific healWh SRlic\ aQd RWheU cRmmiWmeQWV
aQd/RU KPIV, bUeach Rf Zhich Zill lead iQ Whe fiUVW iQVWaQce WR aQ RbligaWiRQ WR make
addiWiRQal Sa\meQWV aQd iQ dXe cRXUVe WeUmiQaWiRQ Rf Whe agUeemeQW (iQ WXUQ SRWeQ˦
Wiall\ leadiQg WR aQ eYeQW Rf defaXlW XQdeU Whe VRYeUeigQ lRaQ/bRQd).

IQ Whe VecRQd VceQaUiR, Whe cUediW VXSSRUW SURYideU ma\ haYe addiWiRQal UeTXiUe˦
meQWV, iQclXdiQg Whe SaUWiciSaWiRQ Rf a WhiUd-SaUW\ QRQ-SURfiW RU WUXVW fXQd iQ Whe
VWUXcWXUe, Zhich Zill UeTXiUe addiWiRQal dRcXmeQWaWiRQ (Vee belRZ).

OQ debW cRQYeUViRQV XQdeUWakeQ iQ Whe laVW feZ \eaUV, Whe iQclXViRQ Rf VXch WUXVW
fXQdV iQ Whe VWUXcWXUe haV UeVXlWed iQ Whe VaYiQgV geQeUaWed b\ Whe WUaQVacWiRQ beiQg
Said b\ Whe MRF XQdeU Whe SUimaU\ lRaQ/bRQd WR Whe leQdeU/SXUchaVeU WheUeRf aQd
WhiV SaUW\ agUeeiQg XQdeU a VeSaUaWe agUeemeQW WR Sa\ Whe fXQdV WR Whe WhiUd-SaUW\
WUXVW fXQd ZiWh ceUWaiQ VXVSeQViRQ iQ Whe fXQdiQg beiQg eQYiVaged iQ caVe Rf QRQ-
cRmSliaQce b\ Whe fXQd ZiWh KPIV agUeed WR b\ iW.

The MRH VhRXld allRcaWe cRQVideUable Wime WR QegRWiaWiQg UeleYaQW healWh-UelaWed
SRlic\ cRmmiWmeQWV aQd KPIV, iQclXdiQg aSSURSUiaWe gUace SeUiRdV aQd mRQiWRUiQg
aQd UeSRUWiQg mechaQiVmV, aV bUeacheV cRXld UeVXlW iQ fiQaQcial SeQalWieV aQd XlWi˦
maWel\ lead WR defaXlW. CUediW eQhaQcemeQW SURYideUV aQd iQYeVWRUV aUe W\Sicall\
ZilliQg WR agUee WR imSlemeQWaWiRQ dela\V aQd caWch-XS SeUiRdV if Whe WeUmV aUe
aSSURSUiaWel\ VWUXcWXUed.

RegXlaU UeSRUWiQg Zill alVR be e[SecWed, ZiWh WhiUd-SaUW\ YeUificaWiRQ ageQWV beiQg
UeTXiUed iQ ceUWaiQ WUaQVacWiRQV (accRmSaQied b\ UelaWed dRcXmeQWaWiRQ WhaW UeflecWV
Whe VcRSe Rf ZRUk, fUeTXeQc\ Rf YeUificaWiRQ, cRYeUage Rf feeV aQd RWheU UeleYaQW
deWailV). TR Whe e[WeQW WhaW Whe cRXQWU\ alUead\ dReV UegXlaU UeSRUWiQg WhaW caQ be
UeSXUSRVed, WhaW ZRXld be beQeficial, eVSeciall\ if VXch UeSRUWiQg alUead\ iQYRlYeV
e[WeUQal WhiUd SaUWieV.
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Case Study: Identifying KPIs and Health Commitments for a Debt
Conversion
As outlined in this chapter, a debt swap must embed government health-related policies and other
commitments, funding and health-related KPI targets within a contractually binding framework. This
makes the selection of the right obligations a critical success factor for debt conversion. Failure to
meet these commitments will result in financial penalties and ultimately lead to default under the
sovereign loan or bond.

Creditors and credit enhancers are typically looking for commitments that prove additionality to their
funding and which are accretive to existing government expenditure in the health sector. For
example, certain credit enhancement providers may be interested in seeing improvements in commu‐
nicable diseases, specifically, while others may be interested in health systems strengthening more
broadly.

Generally, two types of commitments can be included in a debt conversion: government policy or
planning commitments and KPIs.

1. Policy or Planning Commitments:

2. Key Performance Indicators (KPIs)

There is flexibility to define the commitments based on the country’s own needs and priorities. They
should align with national strategic plans and health priorities. They should also be verifiable by a
third party. It is essential to consider how the MoH or the MoF data systems enable this external verifi‐
cation, and where needed, are strengthened to provide accurate and timely data on the KPIs for
reporting purposes.

The expectation is that the government itself will provide the policy and other related commitments
through the MoH, but that the KPI-related undertakings will be provided by the party assigned to
receive the fiscal savings under the debt conversion.

These are similar to a World Bank Development Policy Operation.-

They can include commitments to change a policy, implement a new law or develop a new
strategy to address a specific issue.

-

To be compelling to the investor/credit enhancement providers, the commitments should be
strongly linked to the performance of the chosen KPIs. These should be policies or plans that will
move the needle on specific health outcomes or health performance.

-

Including a policy or planning commitment in a debt conversion may help to elevate this policy
action in terms of political priority. A debt conversion that embeds compliance with such a
policy or commitment could be an opportunity to accelerate a change that has been lagging or
delayed.

-

These could be outputs, outcomes or impact measurements that the country agrees to improve
through the debt conversion.

-

As outlined in Chapter 4: Health Finance and Key Performance Indicators, KPIs should be
controllable, observable and realistic, with minimal external factors affecting their success. They
also need to be measured regularly. Choosing an indicator that can be easily tracked
periodically to monitor performance will help ensure compliance with any targets that have
been agreed upon.

-
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AV UefeUUed WR iQ Whe VecRQd VceQaUiR abRYe, ZheUe VXch eQWiWieV aUe UeTXiUed, caUefXl
cRQVideUaWiRQ Zill Qeed WR be giYeQ WR VeYeUal iVVXeV: iV Whe eQWiW\ WR be fRU VRle XVe RU
cRXld iW be a cRQdXiW fRU fXWXUe gUaQW fXQdiQg eWc.; ZhR Zill be RQ iWV bRaUd (W\Sicall\
Whe eQWiW\ ZRXld QRW be gRYeUQmeQW cRQWURlled bXW ZRXld haYe VRme miQiVWeUial UeS˦
UeVeQWaWiRQ RQ Whe bRaUd); ZhaW Zill iWV cRUSRUaWe gRYeUQaQce be; Zill iW haYe a
Sh\Vical Rffice aQd VWaff; hRZ Zill iWV fXQdiQg fURm Whe VaYiQgV geQeUaWed b\ Whe
WUaQVacWiRQ be aSSlied (agUeed XSfURQW RU VRme diVcUeWiRQ RYeU Wime aQd UelaWed gRY˦
eUQaQce); fUameZRUkV fRU iQYeVWmeQW Rf aQ\ XQXWiliVed fiQaQciQg, aXdiWiQg, UiVk aQd
cRmSliaQce, aSSURSUiaWe eQYiURQmeQWal aQd VRcial VWaQdaUdV SRlicieV.

IQ WUaQVacWiRQV ZheUe VXch aQ eQWiW\ iV UeTXiUed, eVWabliVhiQg Whe WUXVW fXQd VhRXld
becRme iWV RZQ ZRUkVWUeam, aQd cRQVideUaWiRQ VhRXld be giYeQ WR Whe WimiQg Rf
eVWabliVhmeQW, SUeSaUaWRU\ ZRUk, aQd adeTXaWe diVcXVViRQV ZiWh gRYeUQmeQW RfficialV,
amRQg RWheU facWRUV. A ke\ eYalXaWiRQ Zill alVR deWeUmiQe ZheWheU Whe WUXVW fXQd Zill
diUecWl\ imSlemeQW SaUW Rf Whe SURjecW iWVelf RU SURYide fXQdiQg WR WhiUd SaUWieV, iQ
Zhich caVe iW Zill alVR Qeed WR cRQVideU Whe mRQiWRUiQg aQd accRXQWabiliW\ Rf VXch
WhiUd SaUWieV. AQRWheU ke\ TXeVWiRQ Zill be ZheWheU Whe WUXVW fXQd QeedV WR be eVWab˦
liVhed iQ Whe cRXQWU\ (aV SeU lRcal UegXlaWiRQV, fRU iQVWaQce) RU RffVhRUe (aV SeU Whe
cUediW VXSSRUW SURYideU˭V SUefeUeQce).

BACK-TO-BACK FUNDING STRUCTURES

UQleVV Whe aUUaQgiQg baQk(V) caQ leQd aQd keeS a lRaQ RQ Whe balaQce VheeW RQ da\
RQe, a back-WR-back fXQdiQg VWUXcWXUe ma\ likel\ be UeTXiUed. IQ VXch iQVWaQceV, aQ
SPV ma\ be VXggeVWed aV Whe leQdeU Rf UecRUd XQdeU Whe SUimaU\ lRaQ RU bRQd, WR
WheQ becRme Whe iVVXeU/bRUURZeU XQdeU Whe back-WR-back bRQd RU lRaQ. The XVe Rf
SPVV ma\ alVR be QeceVVaU\ aV a UeVXlW Rf cUediW eQhaQcemeQW SURYideUV˭ UeTXiUemeQWV
UelaWed WR WheiU cRYeUage.

SECURITY DOCUMENTS AND INTERCREDITOR ARRANGEMENTS

MRUe cRmSle[ VWUXcWXUeV ma\ UeTXiUe agUeemeQW RQ VecXUiW\ aUUaQgemeQWV. ThiV iV
SaUWicXlaUl\ likel\ WR aUiVe iQ a WUaQVacWiRQ Zhich haV a back-WR-back fXQdiQg aUUaQge˦
meQW, aV iQYeVWRUV Zill ZaQW WR haYe UecRXUVe Yia aQ\ SPV WR Whe cUediW VXSSRUW aQd
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aQ\ caVh aYailable. If Whe WUaQVacWiRQ iQYRlYeV mRUe WhaQ RQe cUediW VXSSRUW SURYideU,
WhiV ma\ alVR giYe UiVe WR Whe Qeed fRU iQWeUcUediWRU aUUaQgemeQWV, Zhich mXVW be
dRcXmeQWed.

SimilaUl\, VRme cUediW eQhaQcemeQW SURYideUV ma\ UeTXiUe VRme VecXUiW\ WR be
gUaQWed RQ VaYiQgV geQeUaWed b\ Whe WUaQVacWiRQ (famRXVl\, ZheUe VXch SaUWieV haYe
UeTXiUed Whe eVWabliVhmeQW Rf a lRQgeU-WeUm eQdRZmeQW WR be SaUWl\ fXQded b\ Whe
VaYiQgV geQeUaWed RYeU Wime). DiVcXVViRQV RQ VecXUiW\ caQ RfWeQ lead WR UeTXiUemeQWV
fRU accRXQWV WR be held RffVhRUe, aQd Whe VRYeUeigQ VhRXld be aZaUe Rf VXch feaWXUeV
aV eaUl\ aV SRVVible.

APPROVALS

SeYeUal gRYeUQmeQW aSSURYalV aQd lRcal legal RSiQiRQV Zill be UeTXiUed WR VXSSRUW
aQ\ debW cRQYeUViRQ. EaUl\ cRQVideUaWiRQ VhRXld WheUefRUe be giYeQ WR WhiV, aV VXch
elemeQWV Zill be UeTXiUed aV cRQdiWiRQV SUecedeQW WR aQ\ WUaQVacWiRQ clRViQg. ThRXghW
VhRXld be giYeQ aV WR ZhaW aSSURYalV/RSiQiRQV Zill be UeTXiUed fURm Whe AWWRUQe\
GeQeUal/MiQiVWeU Rf JXVWice, aQd eaUl\ iQYRlYemeQW Rf VXch SaUWieV WR deVcUibe Whe
VWUXcWXUe iV alZa\V beQeficial aQd caQ aYRid laVW-miQXWe dela\V.

SimilaUl\, if aQ\ SaUliameQWaU\ aSSURYal iV Qeeded, cRQVideUaWiRQ VhRXld be giYeQ WR
Whe UeTXiUed dRcXmeQWaWiRQ aQd WimiQg imSlicaWiRQV fRU Whe RYeUall WUaQVacWiRQ e[e˦
cXWiRQ. The cRXQWU\ VhRXld alVR Veek iQfRUmaWiRQ UegaUdiQg Whe aSSURYalV UeTXiUed
b\ Whe RWheU SaUWieV WR Whe WUaQVacWiRQ aQd WheiU RZQ dRcXmeQWaWiRQ UeTXiUemeQWV
fRU VXch aSSURYalV, aV WhiV caQ alVR VigQificaQWl\ imSacW RYeUall WimiQgV. IQ each caVe,
Whe cRQceUQV UaiVed XQdeU cRQfideQWialiW\ VhRXld be WakeQ iQWR accRXQW RQ aQ RQgRiQg
baViV.

KNOW YOUR CUSTOMER (KYC)

KQRZ \RXU cXVWRmeU (KYC) UeTXiUemeQWV caQ alVR be a facWRU WhaW caQ dela\ WUaQV˦
acWiRQ e[ecXWiRQ. TheVe UeTXiUemeQWV geQeUall\ iQYRlYe cRllecWiQg aQd YeUif\iQg iQfRU˦
maWiRQ WR cRQfiUm Whe ideQWiW\, QaWXUe aQd UiVk SURfile Rf a cRXQWeUSaUW\. EaUl\ iQ Whe
SURceVV, a SaUW\ VhRXld maS RXW Whe KYC UeTXiUemeQWV aQd eQVXUe WhaW Whe UeleYaQW
SaUWieV begiQ WR SURYide dRcXmeQWaWiRQ WR VaWiVf\ WheVe UeTXiUemeQWV.
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The WUaQVacWiRQ ma\ alVR UeTXiUe Whe RSeQiQg Rf mXlWiSle baQk accRXQWV, bRWh
RQVhRUe aQd RffVhRUe. TheVe VhRXld be maSSed RXW eaUl\ RQ, aQd Whe baQk accRXQW
RSeQiQg dRcXmeQWaWiRQ becRmeV a VeSaUaWe legal dRcXmeQWaWiRQ ZRUkVWUeam WR
aYRid XQQeceVVaU\ dela\V.

FUNDS FLOW

IQ YieZ Rf Whe mXlWiSle SaUWieV iQYRlYed aQd YaUiRXV la\eUV WR aQ\ debW cRQYeUViRQ, iW
iV adYiVable WR dUafW aQd agUee RQ a fXQdV flRZ WR caSWXUe Whe YaUiRXV VWeSV UeTXiUed WR
eQWeU iQWR all Whe UeleYaQW dRcXmeQWV, VaWiVf\ cRQdiWiRQV SUecedeQW aQd eQVXUe Whe
effecWiYeQeVV Rf aQ\ cUediW VXSSRUW befRUe QeZ mRQe\ flRZV aQd Whe UeTXiUed caVh
flRZV aQd VXSSRUWiQg iQVWUXcWiRQV.

DEBT PAUSE CLAUSES

The MRF ma\ UeTXeVW Whe aUUaQgiQg baQk(V) WR iQclXde a debW SaXVe claXVe RU a
SaQdemic debW SaXVe claXVe iQ Whe lRaQ RU bRQd UeSlaciQg iWV e[iVWiQg debW. ThiV
ZRXld eQable Whe cRXQWU\ WR defeU Sa\meQWV RQ a lRaQ RU bRQd XQdeU ceUWaiQ ciUcXm˦
VWaQceV. IW ZRXld be beQeficial WR diVcXVV ZiWh Whe aUUaQgiQg baQk(V) eaUl\ Whe
iQclXViRQ Rf VXch a debW defeUUal mechaQiVm, iQclXdiQg iQ Whe UeTXeVW fRU SURSRValV
(RfP) fRU baQk SURSRValV, if RQe iV iVVXed.

PleaVe Vee ChaSWeU 5: Sustainable Finance Instruments (Ke\ Legal CRQVideUaWiRQV) fRU a
deWailed deVcUiSWiRQ Rf SaQdemic aQd eSidemic-UelaWed SaXVe claXVeV, aQd fRU a
WemSlaWe SaQdemic claXVe.
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Summary of Transaction Implementation Steps
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1

2

3

Decision and Internal Preparation

Mandate and Procurement of Ke\ Participants

Initial Structuring and Coordination

Decide to pursue a debt conversion (Cabinet / MoF approval).✓
Map eligible debt (identify commercial debt suitable for buyback or exchange).✓
Confirm policy objective (e.g. health, climate or development).✓
Ensure internal coordination between MoF, MoH (or relevant line ministry), Attorney General (or
equivalent) and Central Bank.

✓
Maintain strict confidentiality, especially if bonds are publicly traded.✓

Appoint and contract:✓
Legal advisors (international and domestic).-
Financial advisors.-
Arranging/underwriting banks (for new bond or loan issuance).-
Credit enhancement providers (MDBs, DFIs) - begin formal application and due diligence
process.

-

Rating agencies (for rating the new instrument and assessing the impact on the sovereign
rating).

-

Other service providers: trustee, facility agent, tender agent, verification agents, etc.-

Clarify procurement process - RfPs, interviews, evaluation and selection in line with national
rules.

✓
Sign engagement/mandate letters, defining scope, fees and timelines.✓

Designate a coordinating partner (e.g. minister, presidential advisor, financial advisor or lead
bank).

✓
Prepare and circulate key core documents:✓

Financial model - mapping costs, debt service and savings.-
Term Sheet - outlining main commercial and legal parameters.-
Execution timeline - sequencing approvals, documentation, rating & credit-support milestones.-
Document responsibility matrix - identifying drafters, reviewers and deadlines.-

Align all parties on parameters, deliverables and funding schedule.✓
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4

5

6

Liabilit\ Management and Bu\back E[ecution

Structuring the Replacement Instrument

Option A - Loan Structure:

Option B - Bond Structure:

Credit Enhancement

Identify target bonds or loans for buyback (based on maturity, pricing, liquidity).✓
Prepare liability-management documentation:✓

Tender offer memorandum.-
Appointment of tender agent and trustee.-
Internal MoF approvals and instructions.-

Agree on funds flow arrangements - especially if credit enhancement providers prefer funds not
to pass through sovereign accounts.

✓

Draft and negotiate facility agreement, incorporating:✓
Credit enhancement-related clauses and subrogation rights.-
Representations, covenants, events of default.-
Undertakings on allocation of savings (e.g. to health trust fund or programme).-
Potential debt pause or pandemic clause.-

Coordinate back-to-back funding structure if SPV or private placement is involved.✓

Draft bespoke bond terms and conditions (reflecting credit enhancement-related provisions).✓
Ensure compliance with securities laws (ensure compliance with U.S. securities laws).✓
Determine whether the issuing structure requires an SPV to act as intermediary.✓

Finalise guarantee or insurance arrangements with MDB/DFI.✓
Review counter-guarantees and subrogation provisions carefully.✓
Clarify ranking and interaction of multiple credit supports if applicable.✓
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7

8

9

10

Third-Part\ Structures

Health Commitments and KPIs

ApproYals, Legal Opinions and KYC

Account Setup and Funds FloZ

If required, establish a trust fund or third-party vehicle to manage savings, with defined:✓
Governance and board composition.-
Spending rules and audit requirements.-
Location (onshore vs. offshore) and regulatory approvals.-

Define policy/planning commitments and KPIs aligned with national strategies.✓
Ensure commitments demonstrate additionality and can be monitored and verified.✓
Draft and negotiate a commitment agreement, linking non-performance to financial penalties or
default triggers.

✓
Arrange for independent verification and reporting (define scope, frequency, costs).✓

Obtain all government approvals (Parliament, Cabinet).✓
Secure approvals from credit enhancers and arrangers.✓
Obtain legal opinions from the Attorney General’s Office or equivalent.✓
Complete KYC requirements for all parties early to avoid delays.✓

Identify and open required bank accounts (onshore/offshore).✓
Finalise funds flow statement and sign related letters of instruction.✓
Ensure mechanisms are in place for disbursement, tender payments and savings transfers.✓
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11

12

E[ecution, Monitoring and Reporting

Post-Closing FolloZ-Up

Execute tender and new financing transactions.✓
Issue new loan/bond and retire old bonds.✓
Transfer and allocate savings as agreed.✓
Maintain confidentiality and communication discipline until closing.✓
Implement monitoring and third-party verification of KPIs.✓

Begin regular reporting to partners, credit enhancers and investors.✓
Review compliance with KPIs and covenant performance.✓
Manage ongoing relationships with trust fund, DFIs and verification agents.✓
Document lessons learned for future transactions.✓


