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Key Takeaways
Credit enhancement mechanisms are increasingly central to health financing,
especially for sustainable finance instruments, debt-for-health conversions, and

PPPs.

Tools such as partial credit guarantees (PCG), political risk insurance (PRI) and
collateralisation improve creditworthiness, enabling governments to secure

better financing terms and attract private capital.

Such solutions can be provided by highly rated institutions, such as multilateral
and regional development banks, development finance institutions (DFIs),

export credit agencies (ECAs), or private insurers.

There is an increasing practice of combining multiple layers of credit
enhancement instruments from different providers within a single transaction to

optimise risk coverage and reduce financing costs.

Private sector participation is also growing, with insurers and high-net-worth
investors co-guaranteeing alongside MDBs and DFIs.

In PPPs, credit enhancement may involve sovereign guarantees, which entail
contingent liability (I.e. a liability that may arise if a specified uncertain event
materialises) risk for the public sector, or softer instruments, such as letters of
support, which still improve project bankability despite being less binding.

Effective deployment of these instruments requires strong legal, financial, and
institutional planning.
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ThiV chaSWeU RXWliQeV Whe YaUiRXV cUediW eQhaQcemeQW mechaQiVmV WhaW ma\ be XVed
iQ Whe WhUee iQVWUXmeQWV deVcUibed iQ WhiV UVeU GXide: VXVWaiQable fiQaQce iQVWUX˦
meQWV, debW-fRU-healWh VZaSV, aQd healWh SXblic-SUiYaWe SaUWQeUVhiSV (PPPV) aQd
e[SlaiQV hRZ WheVe mechaQiVmV VWUeQgWheQ Whe baQkabiliW\ aQd RYeUall feaVibiliW\ Rf
healWh fiQaQciQg WUaQVacWiRQV.

BURadl\, cUediW eQhaQcemeQW caQ be defiQed aV a fiQaQcial mechaQiVm deVigQed WR
imSURYe Whe cUediWZRUWhiQeVV Rf a bRUURZeU RU a VSecific WUaQVacWiRQ aQd iQclXdeV,
amRQg RWheUV, gXaUaQWeeV aQd gXaUaQWee-like iQVWUXmeQWV, iQVXUaQce, RU a cRmbiQa˦
WiRQ WheUeRf. AV WheiU SUimaU\ SXUSRVe iV WR VhaUe aQd/RU miWigaWe UiVk, WheUeb\
imSURYiQg fiQaQciQg WeUmV (iQclXdiQg QeZ fiQaQciQg VRXUceV, laUgeU YRlXmeV, lRQgeU
WeQRUV, gUace SeUiRdV, aQd mRUe faYRXUable SUiciQg), WheVe mechaQiVmV Sla\ a ke\ URle
iQ XQlRckiQg fiQaQciQg fRU gRYeUQmeQWV.

Credit Enhancement for Sustainable Finance
Instruments and Debt Conversions
IQ Whe VRYeUeigQ fiQaQce cRQWe[W, cUediW eQhaQcemeQW ma\ be SURYided b\ mXlWilaWeUal
deYelRSmeQW baQkV (MDBV), DFIV, ECAV, RU SUiYaWe iQVXUeUV. SXVWaiQable fiQaQce
iQVWUXmeQWV caQ beQefiW fURm YaUiRXV fRUmV Rf cUediW eQhaQcemeQW, iQclXdiQg (i)
SaUWial cUediW gXaUaQWeeV, (ii) SRliWical UiVk iQVXUaQce, aQd (iii) cRllaWeUaliVaWiRQ.

What is Credit
Enhancement, and
Why is it Important?
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IQ PPPV e[SRVed WR SRliWical UiVkV, VXch aV Whe UiVk Rf QRQ-Sa\meQW b\ a gRYeUQmeQW
RU a gRYeUQmeQW-RZQed eQWiW\, RU bUeach Rf cRQWUacWV, MDBV alVR RffeU SaUWial UiVk
gXaUaQWeeV (PRGV) RQ gRYeUQmeQW RbligaWiRQV WR eQcRXUage leQdeUV aQd iQYeVWRUV WR
SaUWiciSaWe. IQ each caVe, Whe fiQaQcial VWUXcWXUe aQd Whe chRice Rf cUediW eQhaQcemeQW
mechaQiVm Qeed WR be WailRUed WR Whe VSecific cRQWe[W. IQ Whe caVe Rf VXVWaiQabiliW\-
liQked lRaQV (SLL) aQd debW VZaSV, Whe cUediW eQhaQcemeQW mechaQiVm QeedV WR
UeflecW Whe cRXQWU\˭V fiQaQcial ViWXaWiRQ, imSlemeQWaWiRQ caSaciW\, aQd SRlic\ Rbjec˦
WiYeV. FRU healWh PPPV, cUediW eQhaQcemeQW mechaQiVmV aUe iQfRUmed b\ Whe SURjecW
W\Se aQd mRdel. NRWe WhaW WheUe iV a gURZiQg WUeQd WR cRmbiQe mXlWiSle cUediW
eQhaQcemeQW mechaQiVmV WR ma[imiVe cRYeUage aQd fXUWheU UedXce Whe RYeUall cRVW
Rf fiQaQciQg RSeUaWiRQV.

The fRllRZiQg deWailV Whe mRVW VWaQdaUd cUediW eQhaQcemeQW WRRlV XVed iQ VRYeUeigQ
VXVWaiQable fiQaQce WUaQVacWiRQV:

1. PARTIAL CREDIT GUARANTEES

DESCRIPTION AND RATIONALE

PCGV SURYide aQ iUUeYRcable aQd XQcRQdiWiRQal cRmmiWmeQW fURm a gXaUaQWRU WR
cRYeU a VSecified SRUWiRQ Rf VchedXled debW VeUYice iQ Whe eYeQW Rf defaXlW b\ Whe
bRUURZeU RU iVVXeU. The\ caQ be VWUXcWXUed WR cRYeU aQ\ caWegRU\ Rf UiVk WhaW cRXld
WUiggeU a Sa\meQW defaXlW, iQclXdiQg cUediW RU SURjecW-UelaWed UiVkV. ThiV W\Se Rf cUediW
eQhaQcemeQW eQableV Whe iQVWUXmeQW WR beQefiW fURm Whe gXaUaQWRU˭V higheU cUediW
UaWiQg, UeVXlWiQg iQ mRUe faYRXUable fiQaQciQg WeUmV, VXch aV lRZeU iQWeUeVW UaWeV,
lRQgeU maWXUiWieV, aQd laUgeU fiQaQciQg YRlXmeV. IQ AfUica, PCGV fRU VRYeUeigQ RU
VRYeUeigQ-gXaUaQWeed bRUURZeUV cRXld be RffeUed b\ mXlWilaWeUal aQd UegiRQal deYel˦
RSmeQW baQkV VXch aV Whe AfUicaQ DeYelRSmeQW BaQk (AfDB), Whe WRUld BaQk
GURXS WhURXgh iWV QeZ gXaUaQWeeV SlaWfRUm, Whe EXURSeaQ IQYeVWmeQW BaQk (EIB),
AViaQ IQfUaVWUXcWXUe IQYeVWmeQW BaQk (AIIB), Whe AfUicaQ E[SRUW-ImSRUW BaQk,
AfUica FiQaQce CRUSRUaWiRQ aQd RWheUV. OWheU deYelRSmeQW fiQaQce iQVWiWXWiRQV, VXch
aV GXaUaQWCR, fRcXV WheiU PCGV RQ VXSSRUWiQg SUiYaWe VecWRU bRUURZeUV, iQclXdiQg
SURjecW cRmSaQieV iQ PPPV aQd VXb-QaWiRQal eQWiWieV.

WiWhiQ Whe bURad caWegRU\ Rf PCGV, WheUe aUe iQYeVWmeQW gXaUaQWeeV, Zhich VXSSRUW a
VSecific SURjecW, aQd SRlic\-baVed gXaUaQWeeV, Zhich aUe liQked WR Whe imSlemeQWaWiRQ
Rf agUeed SRlic\ UefRUmV b\ a VRYeUeigQ. PCGV caQ alVR Wake Whe fRUm Rf SRUWfRliR
gXaUaQWeeV ZheQ Whe\ cRYeU a SRUWfRliR Rf WUaQVacWiRQV (fRU iQVWaQce, a PCG caQ
cRYeU a SRUWfRliR Rf lRaQV WR healWh iQVWiWXWiRQV WR be cRQVWiWXWed b\ a leQdeU).
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AQRWheU fRUm Rf PCG iV Whe WUaQVacWiRQ gXaUaQWee RffeUed b\ Whe AfDB WR VXSSRUW
WUade WUaQVacWiRQV VSecificall\ (VXch aV Whe imSRUW Rf medical eTXiSmeQW).

RATIONALE

UQdeU PCGV, aQd iQ Whe cRQWe[W Rf a lRaQ RU bRQd, Whe leQdeUV RU bRQdhRldeUV beQefiW
fURm a gXaUaQWee agUeemeQW ZiWh RQe RU mRUe gXaUaQWRUV, ZhR XQdeUWake WR cRYeU a
defiQed SRUWiRQ Rf VchedXled debW VeUYice Sa\meQWV iQ Whe eYeQW Rf defaXlW b\ Whe
bRUURZeU. The bRUURZeU, iQ WXUQ, W\Sicall\ eQWeUV iQWR a cRXQWeU-iQdemQiW\
agUeemeQW ZiWh Whe gXaUaQWRU, XQdeU Zhich iW cRmmiWV WR UeimbXUVe Whe gXaUaQWRU
fRU aQ\ amRXQWV Said XQdeU Whe gXaUaQWee.

TR iQcUeaVe Whe PCG amRXQW Whe\ caQ SURYide, MDBV caQ XWiliVe a gXaUaQWRU-Rf-
UecRUd VWUXcWXUe, ZheUe UiVk SaUWiciSaQWV, iQclXdiQg cR-gXaUaQWRUV aQd cUediW iQVXUeUV,
caQ SaUWiciSaWe iQ Whe e[SRVXUe Zhile Whe MDB fURQWV Whe gXaUaQWee.

FigXUe 8.1 UeSUeVeQWV Whe fiQaQcial VWUXcWXUe Rf a VXVWaiQable lRaQ ZiWh a PCG. RefeU
WR ChaSWeU 4: Health Finance and Key Performance Indicators fRU a deWailed diVcXVViRQ Rf
VXVWaiQable fiQaQce iQVWUXmeQWV.

Fig. ᤔ.ᤍ: Financial Structure of an SLL/SLB with PCG
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IQ Whe cRQWe[W Rf a cRmmeUcial debW-fRU-healWh VZaS (alVR kQRZQ aV debW cRQYeU˦
ViRQ), cUediW eQhaQcemeQW iV XVed WR de-UiVk Whe QeZ-mRQe\ WUaQVacWiRQ aQd aWWUacW
SUiYaWe iQYeVWRUV b\ SaUWiall\ RU fXll\ gXaUaQWeeiQg Sa\meQWV XQdeU Whe QeZ debW
iQVWUXmeQW. AV VXch, Whe cUediW eQhaQcemeQW Zill cRYeU RQl\ Whe debW beiQg iVVXed WR
fiQaQce Whe bX\back. The gRYeUQmeQW Zill XWiliVe Whe SURceedV fURm Whe QeZl\ iVVXed,
cUediW-eQhaQced debW WR UeWiUe RXWVWaQdiQg, aQd/RU mRUe e[SeQViYe diVcRXQWed debW,
WheUeb\ geQeUaWiQg fiVcal VaYiQgV WhaW Zill be XVed WR fXQd agUeed-XSRQ healWh VecWRU
iQYeVWmeQWV RU SURgUammeV. RefeU WR ChaSWeU 5: Sustainable Finance Instruments fRU a
deWailed diVcXVViRQ Rf debW cRQYeUViRQV.

NRWabl\, iQ UeceQW debW cRQYeUViRQV, PCGV haYe RfWeQ beeQ cRmbiQed ZiWh PRI, RWheU
SXblic RU SUiYaWe cR-gXaUaQWeeV, RU SUiYaWe cUediW iQVXUaQce iQVWUXmeQWV WR mRbiliVe

Fig. ᤔ.ᤎ: Financial Structure of a Debt Conversion with PCG
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addiWiRQal SUiYaWe caSiWal aQd eQhaQce Whe Vcale aQd deYelRSmeQWal imSacW Rf Whe
WUaQVacWiRQV.

PCGV caQ VXSSRUW gRYeUQmeQWV, gRYeUQmeQW-RZQed eQWiWieV aQd SUiYaWe VecWRU
eQWiWieV iQ WheiU debW mRbiliVaWiRQ effRUWV WR fXQd healWhcaUe SURjecWV.

2. POLITICAL RISK INSURANCE

DESCRIPTION AND RATIONALE

PRI caQ SURWecW iQYeVWRUV agaiQVW QRQ-cRmmeUcial UiVkV VXch aV e[SURSUiaWiRQ,
cXUUeQc\ iQcRQYeUWibiliW\, SRliWical YiRleQce, bUeach Rf cRQWUacW b\ a gRYeUQmeQW RU
VWaWe-RZQed eQWiW\, RU VXddeQ UegXlaWRU\ chaQgeV. FRU e[amSle, Whe U.S. DFC
SURYideV PRI WhaW e[SliciWl\ cRYeUV lRVVeV UeVXlWiQg fURm Whe bRUURZiQg cRXQWU\˭V
QRQ-Sa\meQW Rf a fiQal aQd biQdiQg aUbiWUal aZaUd aQd fURm deQial Rf acceVV WR
jXVWice. IQ AfUica, PRIV aUe SURYided b\ mXlWilaWeUal iQVWiWXWiRQV VXch aV Whe WRUld
BaQk GURXS˭V MIGA, DFIV VXch aV AfUicaQ TUade aQd IQYeVWmeQW DeYelRSmeQW
IQVXUaQce, aQd SUiYaWe iQVXUeUV.

UQlike PCGV, Zhich aUe geQeUall\ XQcRQdiWiRQal, PRI Sa\RXWV aUe cRQWiQgeQW RQ SUe˦
defiQed SRliWical eYeQWV WhaW mXVW be YeUified. BecaXVe Whe Sa\RXW ma\ be liQked WR Whe
cRQclXViRQ Rf a leQgWh\ SURceVV, VXch aV iQWeUQaWiRQal aUbiWUaWiRQ, PRI ma\ be
cRmbiQed ZiWh gXaUaQWeeV RU cRllaWeUaliVaWiRQ WR eQVXUe cRQWiQXiW\ Rf Sa\meQWV. IQ
cRQWUaVW, Whe aUbiWUaWiRQ iV beiQg SXUVXed WR maiQWaiQ iQYeVWRU cRQfideQce. PURYideUV
Rf PRI ma\ QRW UeTXiUe cRXQWeU-gXaUaQWeeV bXW Zill Veek WR haYe VXbURgaWiRQ UighWV
(I.e. Whe UighW Rf Whe iQVXUeU WR VWeS iQWR Whe VhReV Rf Whe iQVXUed SaUW\ aQd WR UecRYeU
fURm aQ\ WhiUd SaUW\ UeVSRQVible fRU Whe lRVV) - I.e. Whe cUediW eQhaQcemeQW SURYideU
VWeSV iQWR Whe iQYeVWRU˭V VhReV iQ UeVSecW Rf Whe UighW WR UecRYeU amRXQWV cRYeUed b\
Whe PRI.

RATIONALE

A cRmmRQ SUacWice iQ debW cRQYeUViRQV haV beeQ WR eVWabliVh aQ SPV WR iVVXe bRQdV
WR iQYeVWRUV RU eQWeU iQWR a lRaQ agUeemeQW ZiWh leQdeUV. The SPV Zill WheQ RQ-leQd
Whe SURceedV WhURXgh a QeZ lRaQ agUeemeQW ZiWh Whe gRYeUQmeQW. ThiV QeZ leQdiQg
aUUaQgemeQW ma\ be cUediW-eQhaQced b\ a PRI WhaW cRYeUV Whe lRaQ SUiQciSal amRXQW
aQd Zill RfWeQ be cRmbiQed ZiWh a liTXidiW\ gXaUaQWee, eQVXUiQg WhaW iQWeUeVW
Sa\meQWV Zill VWill be made WR iQYeVWRUV SUiRU WR Whe SRlic\ Sa\iQg RXW.



218

FRU e[amSle, ZheQ Whe SRlic\ cRYeUV failXUe WR Sa\ aQ aUbiWUal aZaUd, Whe liTXidiW\
gXaUaQWee ZRXld cRYeU aQ\ iQWeUeVW Sa\meQWV iQcXUUed dXUiQg Whe aUbiWUaWiRQ SUR˦
ceediQgV. ThiV liTXidiW\ gXaUaQWee cRXld be eVWabliVhed aV a PCG RU aV a cRllaWeUaliVa˦
WiRQ mechaQiVm, ZheUe VSecific aVVeWV RU caVh aUe VeW aVide aV VecXUiW\.

3. COLLATERALISATION

DEFINITION AND RATIONALE

A cRllaWeUaliVaWiRQ mechaQiVm iV a Za\ WR VeW aVide ceUWaiQ Rf Whe bRUURZeU˭V aVVeWV RU
UeYeQXe VWUeam WhaW caQ be XVed WR UeSa\ leQdeUV if Whe bRUURZeU iV XQable WR meeW iWV
UeSa\meQW RbligaWiRQV. GRYeUQmeQW aVVeWV WhaW geQeUaWe VWable RU SUedicWable iQcRme
(e.g. e[SRUW SURceedV, Wa[ UeYeQXeV, RU SURjecW-UelaWed caVh flRZV) RU Whe iQcRme iWVelf

Fig. ᤔ.ᤏ: Financial Structure of a Debt Conversion with a PRI
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caQ VeUYe aV cRllaWeUal. ThiV SURYideV addiWiRQal cRmfRUW WR leQdeUV aQd W\Sicall\
imSURYeV bRUURZiQg WeUmV.

TheVe mechaQiVmV caQ be emSlR\ed WR back a gXaUaQWee fRU a SRUWiRQ Rf WUaQVacWiRQV
RU eQVXUe debW VeUYice Sa\meQWV iQ Whe eYeQW Rf a defaXlW. CRllaWeUaliVaWiRQ Rf a
gXaUaQWee giYeV cUediWRUV UighWV RYeU a gXaUaQWRU˭V RU bRUURZeU˭V aVVeW(V) RU UeYeQXe
VWUeam WhaW, iQ Whe caVe Rf defaXlW, cRXld allRZ Whe cUediWRU WR VecXUe UeSa\meQW Rf Whe
debW.

RATIONALE

WheUe cRllaWeUaliVaWiRQ iV XVed, Whe bRUURZeU aQd iWV cUediWRUV Zill eQWeU iQWR agUee˦
meQWV WhaW defiQe Whe UighWV aQd RbligaWiRQV UelaWed WR Whe Sledged aVVeWV, iQclXdiQg
eQfRUcemeQW UighWV, VXch aV a cRllaWeUal RU VecXUiW\ agUeemeQW.

FURm a legal VWaQdSRiQW, Whe bRUURZeU mXVW aYRid bUeachiQg aQ\ QegaWiYe SledgeV WR
Zhich Whe\ ma\ be bRXQd XQdeU Whe XQdeUl\iQg cRQWUacWXal agUeemeQW (VXch aV WhRVe
imSRVed b\ Whe WRUld BaQk RU RWheU UeleYaQW eQWiWieV SURYidiQg cUediW eQhaQce˦
meQW). FURm a fiVcal VWaQdSRiQW, cRllaWeUaliVed lRaQV UeSUeVeQW cRQWiQgeQW liabiliWieV
WhaW Qeed WR be diVclRVed aQd accRXQWed fRU, ZiWh a SRWeQWial imSacW RQ debW VXVWaiQ˦
abiliW\. ReYeQXe cRllaWeUaliVaWiRQ ma\ limiW bXdgeW fle[ibiliW\ if Whe cRllaWeUal iV called
XSRQ.

4. PARTIAL RISK GUARANTEES (PRGS)

DEFINITION AND RATIONALE

PRGV cRYeU a SUiYaWe SURjecW iQ UelaWiRQ WR UeleYaQW gRYeUQmeQW RU gRYeUQmeQW-
RZQed eQWiW\ XQdeUWakiQgV aQd/RU SRliWicall\-UelaWed UiVkV YiV-¡-YiV Whe SURjecW aQd
QRW geQXiQe cRmmeUcial UiVkV. GRYeUQmeQW XQdeUWakiQgV WRZaUdV a SUiYaWe SURjecW
caQ be Rf a fiQaQcial RU QRQ-fiQaQcial QaWXUe, aQd WheVe XQdeUWakiQgV Vhall be cleaUl\
defiQed iQ cRQWUacWV beWZeeQ Whe gRYeUQmeQW aQd Whe SUiYaWe SURjecW RU iWV VSRQVRU. A
PRG caQ aWWUacW iQYeVWmeQWV (debW aQd/RU eTXiW\ fiQaQciQg) iQ SURjecW fiQaQce WUaQV˦
acWiRQV ZheUe a SURjecW˭V VXcceVV deSeQdV aV mXch RQ gRYeUQmeQW XQdeUWakiQgV aV RQ
SUiYaWe cRmmeUcial acXmeQ. IQ SXblic-SUiYaWe SaUWQeUVhiSV, PRGV caQ aVVXUe SUiYaWe
SaUWQeUV aQd cRmmeUcial fiQaQcieUV WhaW Whe gRYeUQmeQW Zill fXlfil iWV RbligaWiRQV WR
Whe SaUWQeUVhiS.
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RATIONALE

RiVk cRYeUage XQdeU Whe PRG caQ be UeTXeVWed fRU SURWecWiRQ agaiQVW SRliWical UiVkV
VXch aV QRQ-Sa\meQW, bUeach Rf cRQWUacW, cXUUeQc\ iQcRQYeUWibiliW\ RU
cRQfiVcaWiRQ/e[SURSUiaWiRQ. TheVe aUe maiQl\ Whe Vame aV WhRVe cRYeUed XQdeU PRIV.
HRZeYeU, XQlike PRIV, PRGV dR QRW UeTXiUe aQ aUbiWUaWiRQ SURceVV. FRllRZiQg QRQ-
Sa\meQW b\ Whe gRYeUQmeQW RU a gRYeUQmeQW-RZQed eQWiW\, Whe gXaUaQWee caQ be
called immediaWel\ XSRQ e[SiUaWiRQ Rf aQ\ agUeed-XSRQ ZaiWiQg SeUiRd.

SimilaU WR PCGV, PRGV geQeUall\ UeTXiUe a VRYeUeigQ cRXQWeU-iQdemQiW\, ZheUe Whe
cRXQWU\ cRmmiWV WR UeSa\ aQ\ amRXQW Said b\ Whe gXaUaQWRU XQdeU Whe gXaUaQWee.
HRZeYeU, VRme MDBV, VXch aV Whe AfDB, caQ SURYide bRWh PCGV aQd PRGV ZiWhRXW
VRYeUeigQ cRXQWeU-iQdemQiW\, SURYided Whe gXaUaQWee iV cRmmeUciall\ SUiced.

The PRG caQ VXSSRUW a SURjecW maiQl\ WhURXgh WZR W\SeV Rf VWUXcWXUeV: (i) PRG ZiWh
a deemed lRaQ SURYided WR Whe beQeficiaU\ fRU SURWecWiRQ agaiQVW WeUmiQaWiRQ UiVk aQd
(ii) PRG ZiWh a VWaQdb\ leWWeU Rf cUediW fRU SURWecWiRQ agaiQVW WemSRUaU\ liTXidiW\
VhRUWfallV fURm Whe gRYeUQmeQW RU a gRYeUQmeQW-RZQed eQWiW\.
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Combining Credit Enhancement Sources
CUediW eQhaQcemeQW iQVWUXmeQWV SURYided b\ MDBV aQd DFIV ma\ alVR be cRmbiQed
ZiWh SUiYaWe VecWRU cUediW eQhaQcemeQW, WheUeb\ VWUeQgWheQiQg Whe cUediW SURfile Rf
Whe XQdeUl\iQg WUaQVacWiRQ aQd fXUWheU imSURYiQg fiQaQce WeUmV.

A QRWable e[amSle Rf bleQded cUediW eQhaQcemeQW iV CµWe d˭IYRiUe˭V iQaXgXUal SLL
iVVXed iQ 2025, Zhich cRmbiQed WZR diVWiQcW MDB SURdXcWV: a SRlic\-baVed
gXaUaQWee fURm Whe WRUld BaQk GURXS˭V IQWeUQaWiRQal BaQk fRU RecRQVWUXcWiRQ aQd
DeYelRSmeQW (IBRD) aQd a QRQ-hRQRXUiQg Rf VRYeUeigQ fiQaQcial RbligaWiRQV
gXaUaQWee fURm MIGA. ThiV iQQRYaWiYe VWUXcWXUe SURYided AAA-UaWed cRYeUage fRU
95% Rf Whe lRaQ, VigQificaQWl\ UedXciQg Whe all-iQ cRVW Rf bRUURZiQg aQd eQhaQciQg
iQYeVWRU cRQfideQce.

Fig. ᤔ.ᤐ: Credit-Enhanced SPV Structure with Liquidity Facility and Political Risk Insurance
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The fRllRZiQg RXWliQeV hRZ SUiYaWe VecWRU iQVWUXmeQWV caQ cRmSlemeQW MDB aQd
DFI cUediW eQhaQcemeQW VXSSRUW.

PRIVATE SECTOR INSURANCE

PUiYaWe iQVXUeUV iQcUeaViQgl\ SaUWiciSaWe iQ VRYeUeigQ WUaQVacWiRQV b\ cRYeUiQg a
SRUWiRQ Rf Whe Sa\meQW UiVk UelaWed WR VRYeUeigQ RU VXb-VRYeUeigQ RbligaWiRQV WhURXgh
cUediW iQVXUaQce SRlicieV, UeiQVXUaQce aUUaQgemeQWV, RU cR-iQVXUaQce VWUXcWXUeV, eVSe˦
ciall\ ZheQ MDBV RU DFIV SURYide aQchRUiQg gXaUaQWeeV aQd fiUVW-lRVV SURWecWiRQ.
ThiV iV beQeficial WR all SaUWieV iQYRlYed aV iW allRZV leQdeUV aQd deYelRSmeQW iQVWiWX˦
WiRQV WR UedXce UiVk e[SRVXUe aQd fUee balaQce VheeW caSaciW\, eQableV iQVXUeUV WR
diYeUVif\ iQWR XQdeUUeSUeVeQWed maUkeWV, aQd VigQalV iQYeVWRU cRQfideQce, Zhich XlWi˦
maWel\ imSURYeV SUiciQg.

PRIVATE INVESTORS AS CO-GUARANTORS

High-QeW-ZRUWh iQYeVWRUV aUe iQcUeaViQgl\ Zell-SRViWiRQed WR VhaUe VRYeUeigQ UiVk
alRQgVide WUadiWiRQal gXaUaQWRUV. ThiV aSSURach ZaV demRQVWUaWed iQ Whe 2024
BahamaV debW-fRU-QaWXUe VZaS, ZheUe BXildeUV ViViRQ SURYided a USD 70 milliRQ
cR-gXaUaQWee alRQgVide Whe IQWeU-AmeUicaQ DeYelRSmeQW BaQk (IDB) aQd AXA XL,
aQ iQVXUaQce aQd UeiQVXUaQce cRmSaQ\. ThiV iV Whe fiUVW e[amSle Rf a SUiYaWe iQYeVWRU
SURYidiQg cUediW eQhaQcemeQW fRU a VRYeUeigQ debW VZaS WUaQVacWiRQ. ReceQW iQiWia˦
WiYeV iQclXde Whe PUiYaWe CUediW EQhaQcemeQW FaciliW\ (PCEF) b\ EQRViV CaSiWal, a
SRRled cUediW eQhaQcemeQW faciliW\ fRU famil\ RfficeV aQd fRXQdaWiRQV, aimiQg WR Vcale
Whe VXcceVVfXl e[amSle Rf imSacW iQYeVWRU SaUWiciSaWiRQ iQ VXVWaiQabiliW\-liQked
fiQaQciQg (SLFV). The PCEF iV deVigQed aV a USD 1 billiRQ faciliW\ fRcXVed RQ
emeUgiQg maUkeW aQd deYelRSiQg ecRQRmieV (EMDEV), RffeUiQg gXaUaQWeeV WR VhaUe
UiVk alRQgVide MDB-backed WUaQVacWiRQV. FXQdeUV, iQclXdiQg famil\ RfficeV, fRXQda˦
WiRQV, aQd eQdRZmeQWV, haYe Whe RSWiRQ WR Sledge a SRUWiRQ Rf WheiU fi[ed-iQcRme
SRUWfRliRV aV cRllaWeUal, UeWaiQiQg RZQeUVhiS XQleVV a defaXlW RccXUV. The VWUXcWXUe
eQableV fXQdeUV WR maiQWaiQ Whe XQdeUl\iQg aVVeW \ield aQd eaUQ a deSlR\meQW
SUemiXm Zhile amSlif\iQg Whe imSacW RQ QaWXUe aQd climaWe RXWcRmeV.
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CREDIT RATING IMPLICATIONS

CUediW UaWiQgV Sla\ a cUiWical URle iQ deWeUmiQiQg Whe effecWiYeQeVV aQd maUkeW imSacW
Rf cUediW eQhaQcemeQW mechaQiVmV. EQhaQcemeQWV SURYided b\ highl\ UaWed eQWiWieV,
VXch aV MDBV RU DFIV, caQ maWeUiall\ imSURYe Whe SeUceiYed cUediW TXaliW\ Rf
VRYeUeigQ RU VXb-VRYeUeigQ bRUURZeUV b\ bleQdiQg WheiU UaWiQgV ZiWh WhRVe Rf Whe
cUediW eQhaQceU. IW iV eVVeQWial WR ackQRZledge WhaW SaUWicXlaU challeQgeV e[iVW iQ WhiV
UegaUd, iQclXdiQg XQceUWaiQW\ UegaUdiQg hRZ cUediW UaWiQg ageQcieV aQd UegXlaWRU\
fUameZRUkV eYalXaWe cUediW-eQhaQced iQVWUXmeQWV, SaUWicXlaUl\ ZiWh UeVSecW WR SaUWial
cRYeUage aQd Whe WUeaWmeQW Rf fiUVW-lRVV cRYeUage fURm Whe SeUVSecWiYe Rf Whe cUediW
eQhaQcemeQW SURYideU. NRQeWheleVV, iW UemaiQV WhaW Zell-VWUXcWXUed cUediW eQhaQce˦
meQW mechaQiVmV caQ imSURYe iQYeVWRU cRQfideQce aQd imSURYe fiQaQciQg WeUmV.

Credit Enhancement for Health PPPs
CUediW eQhaQcemeQW Sla\V a cUXcial URle iQ miWigaWiQg UiVk iQ healWh PPP WUaQVacWiRQV.
SimilaU WR Whe abRYe, cUediW eQhaQcemeQW mechaQiVmV iQ Whe PPP cRQWe[W helS
imSURYe cUediWZRUWhiQeVV, Zhich iQ WXUQ eQhaQceV fiQaQciQg WeUmV, WheUeb\ allRZiQg
gRYeUQmeQWV WR aWWUacW SUiYaWe iQYeVWmeQW aW lRZeU cRVWV. AV Zill be diVcXVVed iQ
mRUe deWail iQ WhiV VecWiRQ, cUediW eQhaQcemeQW caQ eiWheU cRme fURm e[WeUQal
VRXUceV, VXch aV mXlWilaWeUal, UegiRQal RU QaWiRQal iQVWiWXWiRQV, RU fURm Whe gRYeUQ˦
meQW iWVelf, WhURXgh cRQWUacWXal cRmmiWmeQWV RU gRYeUQmeQW VXSSRUW mechaQiVmV.
The aSSURSUiaWe fRUm Rf cUediW eQhaQcemeQW Zill deSeQd, amRQg RWheU facWRUV, RQ
Whe SURjecW˭V UiVk SURfile aQd Whe degUee Rf cRmfRUW UeTXiUed b\ leQdeUV aQd iQYeVWRUV.

EXTERNAL CREDIT ENHANCEMENT

E[WeUQal cUediW eQhaQcemeQW iQ PPPV iQYRlYeV iQVWUXmeQWV SURYided b\ WhiUd-SaUW\
iQVWiWXWiRQV, VXch aV MDBV, ECAV, DFIV aQd iQVXUeUV. TheVe eQWiWieV XVe WheiU VWURQgeU
cUediW UaWiQg WR VhaUe RU abVRUb SURjecW UiVkV WhaW Whe gRYeUQmeQW RU iQYeVWRUV ZRXld
RWheUZiVe beaU.

SWaQdaUd e[WeUQal cUediW eQhaQcemeQW mechaQiVmV iQclXde PRGV aQd PRI aV
deVcUibed abRYe.
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Government-provided Credit Enhancement
GRYeUQmeQW-SURYided cUediW eQhaQcemeQW iQYRlYeV cRQWUacWXal cRmmiWmeQWV RU
fiQaQcial aUUaQgemeQWV made diUecWl\ b\ Whe gRYeUQmeQW WR aVVXUe Whe SUiYaWe SaUWQeU
XQdeU Whe PPP cRQWUacW aQd leQdeUV. TheVe iQVWUXmeQWV YaU\ iQ Whe leYel Rf fiVcal
e[SRVXUe Whe\ cUeaWe, UaQgiQg fURm XQcRQdiWiRQal gXaUaQWeeV (Whe higheVW cRmmiW˦
meQW leYel) WR leWWeUV Rf VXSSRUW (lRZeU cRmmiWmeQW leYel). ThiV VXbVecWiRQ Zill
UeYieZ Whe WZR mRVW SURmiQeQW gRYeUQmeQW-SURYided cUediW eQhaQcemeQW mecha˦
QiVmV fRXQd iQ Whe healWh PPP cRQWe[W.

1. SOVEREIGN GUARANTEES

DESCRIPTION AND RATIONALE

SRYeUeigQ gXaUaQWeeV ma\ Wake YaUiRXV fRUmV aQd caQ be SURYided iQ faYRXU Rf
mXlWiSle SaUWiciSaQWV iQ a healWh PPP SURjecW (fRU e[amSle, WR Whe SUiYaWe SaUWQeU
XQdeU Whe PPP cRQWUacW RU WR leQdeUV).

SRYeUeigQ gXaUaQWeeV W\Sicall\ cRYeU Whe UiVk Rf QRQ-Sa\meQW aQd/RU Whe UiVk Rf QRQ-
SeUfRUmaQce Rf RWheU RbligaWiRQV. Of cRXUVe, ZheQ cRQVideUiQg Whe URle Rf a gRYeUQ˦
meQW aV a gXaUaQWRU, iW iV mRUe likel\ WhaW Whe gXaUaQWee cRYeUV QRQ-Sa\meQW UiVkV, aV
iW ma\ QRW haYe Whe meaQV WR fXlfil (RU SURcXUe Whe fXlfilmeQW Rf) RWheU W\SeV Rf
RbligaWiRQV.

IW VhRXld be QRWed WhaW, iQ VRme jXUiVdicWiRQV, SURYidiQg a VRYeUeigQ gXaUaQWee iV QRW
SeUmiWWed XQdeU laZ. IQ VXch caVeV, alWeUQaWiYe meWhRdV fRU giYiQg cRmfRUW WR Whe
SUiYaWe SaUWQeU XQdeU Whe PPP cRQWUacW RU leQdeUV VhRXld be cRQVideUed.

RATIONALE

NRQ-Sa\meQW gXaUaQWeeV ma\ UelaWe diUecWl\ WR lRaQV (WR SURWecW agaiQVW debW VeUYice
defaXlWV, aQd Zhich Zill be SURYided iQ faYRXU Rf leQdeUV) RU WR RWheU Sa\meQW Rblig˦
aWiRQV (Zhich aUe QRW lRaQ-UelaWed, aQd Zhich Zill be SURYided iQ faYRXU Rf Whe
UeleYaQW SUiYaWe SaUWQeU XQdeU Whe PPP cRQWUacW). AQ e[amSle Rf Whe laWWeU ZRXld be a
gXaUaQWee UegaUdiQg aQ Rff-WakeU˭V Sa\meQW RbligaWiRQV, RU a gXaUaQWee WhaW Whe
UeYeQXe fRU a SURjecW Zill aW leaVW meeW a ceUWaiQ miQimXm leYel.
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A gRYeUQmeQW ma\ RffeU a VRYeUeigQ gXaUaQWee iQ UeVSecW Rf a PPP SURjecW WR eQhaQce
Whe SURjecW˭V fiQaQcial YiabiliW\ aQd baQkabiliW\ fRU leQdeUV. The SUeVeQce Rf a
VRYeUeigQ gXaUaQWee caQ alVR helS WR aWWUacW SUiYaWe VecWRU iQYeVWmeQW, iQ SaUWicXlaU
fRUeigQ iQYeVWmeQW, aV Whe SUiYaWe SaUWQeU XQdeU Whe PPP cRQWUacW iV aVVXUed WhaW Whe
SURjecW haV Whe backiQg Rf Whe gRYeUQmeQW, Zhich helSV WR miWigaWe Whe SeUceiYed
UiVkV Whe SUiYaWe VecWRU ZRXld RWheUZiVe SRWeQWiall\ QRW Wake RQ.

HRZeYeU, giYeQ WhaW VRYeUeigQ gXaUaQWeeV cUeaWe SRWeQWial liabiliWieV fRU gRYeUQmeQWV,
Whe QeceVViW\ Rf gUaQWiQg a VRYeUeigQ gXaUaQWee mXVW be UeYieZed RQ a caVe-b\-caVe
baViV WR aVVeVV ZheWheU iVVXiQg a VRYeUeigQ gXaUaQWee iV QeceVVaU\ aQd aSSURSUiaWe.
SRYeUeigQ gXaUaQWeeV VhRXld QRW be SURYided aV a maWWeU Rf URXWiQe fRU all SURjecWV,
aQd gRYeUQmeQWV VhRXld caUefXll\ aQal\Ve Whe leYel Rf UiVk Whe\ aUe WakiQg RQ, RQ a
SURjecW-VSecific baViV.

The WeUmV Rf aQ\ VRYeUeigQ gXaUaQWee Qeed WR be caUefXll\ cRQVideUed, aQd Whe gRY˦
eUQmeQW˭V e[SRVXUe WR liabiliW\ XQdeU Whe WeUmV Rf Whe VRYeUeigQ gXaUaQWee VhRXld be
limiWed aV faU aV SRVVible. AddiWiRQall\, ZheQ SURYidiQg a VRYeUeigQ gXaUaQWee, a gRY˦
eUQmeQW mXVW cRQVideU Whe WUeaWmeQW Rf WhiV gXaUaQWee fRU accRXQWiQg SXUSRVeV, aV iW
ma\ be UecRUded aV a cRQWiQgeQW liabiliW\ RQ iWV balaQce VheeW.

2. LETTERS OF COMFORT

DESCRIPTION

The hRVW cRXQWU\ SURYideV a leWWeU Rf cRmfRUW iQ Zhich iW SURmiVeV WR faciliWaWe a
SURjecW WhURXgh, fRU e[amSle, faciliWaWiQg ceUWaiQ aSSURYalV UeTXiUed fRU SURjecW imSle˦
meQWaWiRQ. SXch a leWWeU ma\ be SURYided iQ Slace Rf a gRYeUQmeQW gXaUaQWee ZheUe
Whe gXaUaQWee ZRXld UeTXiUe SaUliameQWaU\ RU cRQVWiWXWiRQal aSSURYal RU ZheUe
gUaQWiQg a gXaUaQWee ZRXld QegaWiYel\ imSacW Whe VRYeUeigQ˭V debW VXVWaiQabiliW\
leYelV.

RATIONALE

A leWWeU Rf cRmfRUW dReV QRW eVWabliVh a legall\ biQdiQg RbligaWiRQ; UaWheU, iW UeflecWV
Whe VRYeUeigQ˭V iQWeQW WR VXSSRUW Whe SURjecW. AV VXch, WhiV W\Se Rf cUediW eQhaQcemeQW
SURYideV a lRZeU leYel Rf SURWecWiRQ fRU Whe leQdeU RU iQYeVWRU.

WheUe aSSlicable, Whe leWWeU VhRXld addUeVV Whe leQdeU˭V aUeaV Rf cRQceUQ UegaUdiQg
Whe PPP SURjecW.
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IQ VRme caVeV, a gRYeUQmeQW leWWeU ma\ be eQhaQced WR iQclXde fiUm XQdeUWakiQgV,
WUaQVfRUmiQg Whe leWWeU iQWR a legall\ biQdiQg RbligaWiRQ.

3. LETTERS OF SUPPORT

A leWWeU Rf VXSSRUW iV a gRYeUQmeQW iQVWUXmeQW iVVXed WR a SUiYaWe SaUW\, SURYidiQg
aVVXUaQceV WhaW Whe gRYeUQmeQW Zill cRYeU ceUWaiQ SRliWical, legal, aQd UegXlaWRU\ UiVkV.
The VcRSe Rf cRYeUage W\Sicall\ YaUieV fURm cRXQWU\ WR cRXQWU\. IW iV, hRZeYeU, QRW a
VRYeUeigQ gXaUaQWee.

4. OTHER TYPES OF SUPPORT

GRYeUQmeQWV caQ alVR RffeU RWheU fRUmV Rf VXSSRUW, VXch aV SURYidiQg gUaQWV RU
VXbVidieV fRU a PPP SURjecW, Wa[ bUeakV, RU cXVWRmV e[emSWiRQV. OfWeQ, a cRmbiQaWiRQ
Rf meaVXUeV iV WakeQ.

IQ addiWiRQ, cRQWUacW WeUmV (e.g. iQdemQiWieV aQd cRmSeQVaWiRQ RQ WeUmiQaWiRQ) caQ
alVR be XVed WR SURYide Uelief iQ Whe eYeQW Rf VSecific UiVkV, aV RSSRVed WR cRYeUiQg
WhRVe UiVkV WhURXgh a VRYeUeigQ gXaUaQWee. PleaVe QRWe WhaW cRQWUacWXal iQdemQiWieV
fURm gRYeUQmeQWV aWWUacW Whe Vame cRQWiQgeQW liabiliW\ iVVXeV aV VRYeUeigQ gXaUaQWeeV.
FRU deWailed deVcUiSWiRQ Rf cRQWiQgeQW liabiliWieV, SleaVe Vee Understanding Sovereign
Debt: Options and Opportunities for Africa

5. GENERAL CONSIDERATIONS

IW iV eVVeQWial ZheQ cRQVideUiQg cUediW eQhaQcemeQW WR XQdeUVWaQd Whe e[SeQVeV Whe
cUediW eQhaQcemeQW SURYideU e[SecWV Whe VRYeUeigQ WR cRYeU, Whe SUemiXm Sa\meQW WR
be Said, aQd Whe WimiQg Rf VXch Sa\meQWV. UQdeUVWaQdiQg Whe legal baViV XSRQ Zhich
VXch cUediW eQhaQcemeQW iV WR be SURYided Zill alVR be imSRUWaQW, eVSeciall\ aQ\
UecRYeU\ URXWeV WhaW Whe cUediW eQhaQcemeQW SURYideU Zill UeTXiUe (e.g. cRXQWeU-gXaU˦
aQWeeV/iQdemQiWieV, VXbURgaWiRQ UighWV, WUaQVfeUV/aVVigQmeQWV Rf cRmmiWmeQWV, eWc.).
CUediW eQhaQcemeQW SURYideUV Zill alVR haYe VSecific SaUWiciSaWiRQ cRQdiWiRQV, aQd
XQdeUVWaQdiQg WheVe eaUl\ RQ iQ Whe WUaQVacWiRQ VWUXcWXUiQg SURceVV Zill be helSfXl.
The\ Zill alVR haYe WheiU RZQ iQWeUQal aSSURYal SURceVVeV fRU SaUWiciSaWiRQ iQ aQ\
WUaQVacWiRQ, aQd WheVe VhRXld be facWRUed iQWR Whe SURjecW WimeliQe.
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