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Key Activities & High-Level Takeaways

Innovative Financing Tools  OpenLMIS should explore blended finance options
due to project risk

Types of Investors and These will vary based on investment objectives and
Funders OpenLMIS growth stage
Outcomes and impact Impact investors/funders will look for both financial

and impact returns
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Defining Blended Finance and its Benetfits

» Blended finance structures combine philanthropic
Commercial /Market grants, insurance, or guarantees (concessionary
rate returns funding) with private capital

Private * Impact investors use blended finance tools to
Capital bridge the gap between fully concessional and
fully commercial returns and balance risk/return
trade-offs

Catalyzing » Project risks that may require public or
EZV?IL? ecter philanthropic grants to unlock private investment
P include ( ):

U Underdeveloped or illiquid local financial markets and
. regulations
Public &

Philanthrop U Limited understanding of local markets and risks

‘¢ Funding 0 Lack of accumulated data against which to measure
Concessionary impact/return

/Below-market returns Q Political risk and corruption (for some countries)
U Long time horizon for project financial returns

Source: Convergence



R ————————————————
]

Financing

How is the risk / return balanced in blended finance structures?

All layers share the same investment portfolio, but if there is a loss, the first loss (public capital)
takes the first hit, thereby protecting the senior layers of investors.

» Investors coming into the senior layers do not expect the same level of financial
returns as they would have otherwise, because:
» they are protected by the first loss (reduced risk), and
» the lower returns generated by the investment portfolio meet their risk-return
requirements.

« The first loss appeals to traditional donors:
* Instead of investing a dollar in a cause they support, they can now invest in
a first loss of an impact fund dealing for that same cause, and have a
catalytic effect by attracting other investors.
* In addition, this concessional dollar may not actually be lost and could even
generate a return, meaning the donor gets to invest it again.
Grants / First

Loss Capital
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Common types of blended finance structures

A donor or philanthropic entity could play a critical role in mobilizing private sector capital by
providing: a grant or TA facility to support the structure, capacity building activities, guarantee or
iInsurance to lower risk within the structure, etc.

Debt / equity Debt / equity

Concessionary capital Guarantee / insurance
Public or philanthropic investors are concessional Public or philanthropic investors provide
within the capital structure guarantees or insurance priced below market rates

Debt / equit — Debt / equity
auy TA Facility Gra_n_t
Facility

Transaction is associated with a grant-funded Transaction design or preparation is grant funded

technical assistance facility

Source: Convergence



Types of blended finance project examples in the health sector

Debt buy-
downs

Development
impact bonds

Guarantees

Impact
investment
funds

Leasing

Milestone-
based
financing

Donor commits to paying off part/all of the principal or
interest of a loan, contingent on achieving health
milestones

A pay-for-success model that ties payment to the
attainment of a pre-determined social outcome.
Stakeholders include outcome funders, investors, service
providers, and independent evaluators

Partial protection to lenders willing to extend loans to
developmentally important but underserved sectors such
as health

Funds that make investments into companies and
organizations with the intention to generate a measurable,
beneficial social or environmental impact alongside a
financial return

A contract between two parties where one party (the
lessor) provides an asset for use to another party (the
lessee) for a specified period of time, in return for
specified payments

Grant funding that is disbursed to recipients if and when
pre-determined outputs or outcomes are achieved

Source: USAID Blended Finance Roadmap for Global Health

The World Bank established a trust fund with grants from donors to buy down
credits, or loans, by the International Development Association for polio-
eradication programs in Pakistan and Nigeria based on their polio immunization
results

USAID is an outcome funder for the Utkrisht impact bond aimed at improving
maternal and newborn health outcomes by working with private health facilities
to achieve rigorous quality accreditation standards

DCA partnered with the USAID Uganda Mission and the Government of
Sweden to provide a 7-year, $3 million loan portfolio guarantee (LPG) to the
Centenary Bank to increase access to credit for the Ugandan private health
sector

$1 million in grant funding provided by USAID that helped the Medical Credit
Fund raise $17 million from a mix of public and private institutions to provide
credit to health SMEs in Africa

The Asian Development Bank (ADB) provided a $75 million loan on favourable
terms, i.e. with a longer tenure, to enable Yingda International Leasing in China
to lease out modern medical equipment to public hospitals in underdeveloped
regions that were otherwise unable to access long-term finance

Ujjwal, a program designed by DFID to set up a network of 280 franchisee
clinics for quality family planning and reproductive health (FP/RH) clinical
services in underserved rural areas, had 70 payment milestones based on
defined outcomes verified by a third-party assessor
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OpenLMIS could apply for blended finance design funding

Convergence is the global network for
blended finance.

Convergence offers feasibility study
and proof of concept funding for
practitioners to design catalytic blended
finance vehicles that aim to attract private
capital to global development at scale.
Through this funding, Convergence also
aims to foster market-wide learning.

Feasibility study: Funding to explore the
feasibility of the vehicle, particularly ability
to attract private investors, as well as to
develop the high level vehicle structure.
Convergence will award grants between
USD 50,000 and USD 200,000 for
feasibility studies. Promising feasibility
studies funded through the Open Window
will be considered for follow-on proof of
concept funding.

SOLUTIONS SUPPORTED

17

SECTOR

Agriculture 18%
Health 14%
Energy
Financial Services
Education
Infrastruciure (Mon-Energy)

Last Updated: August §th, 2019 at 10:07 AM

Source: Convergence

FUNDING AWARDED VEHICLE
I Fund
N Eond/Mote
Company
® Impact Bond
Facility
” Project
Last Updated: August Gth,
2019 at 10:07 AM
REGION

East Asia and Pacific

South Asla

Latin America & The Caribbean

Middie East and North Africa

Last Updated: August Gth, 2019 at 10:07 AM
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Convergence Funded Project Example: Design of Strengthening
Health through Invoice Financing Technology (SHIFT)

Source: Convergence

Convergence awarded a proof of concept grant to Total Impact Capital and Capital Tool Company in
Q3 2018 to pilot SHIFT program in Kenya.

SHIFT is a blended finance solution designed to increase access to finance for healthcare SMEs by
allowing pharmaceutical distributors to turn their invoices/accounts receivable into collateral,
thereby unlocking longer-term credit for their small and medium-sized enterprise (SME) customers
(i.e., pharmacies and clinics).

It is the first asset-backed securities transaction in Kenya for healthcare SMEs.

Issue targeted: A highly fragmented and inefficient supply chain hampers the distribution of
medicines in Kenya. One of the key challenges is a lack of access to finance.

Convergence’s grant will support the team with the structuring, legal, and technology validation
work for a pilot in Kenya. SHIFT has received strong interest to date from local distributors,
commercial banks and pension funds to participate in the pilot transaction.
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Type of Investors, Funders, & Returns Vary Based on Investment Objectives

g limited or no focus on
O environmental, social,
or governance (ESG)
factors
o= None
a2
£ £
“ -
§ s Maximum
o E y
<= N

Traditional

Emphasis on profit
maximization with

Finance-Only

Source: Sonen Capital

Responsible

Passive management of:Active focus on ESG |
ESG risks across a wide iopportunities as value |

range of factors in
order to screen out
investments from
portfolio consideration

Neutral

Maximum

Responsible 2.0
[ l

:drivers to screenin |
linvestments measuredl
‘against social or l

lenvironmental metrics |
| |

|
I
: Modest

l
|
|
! |
|
! |
: Maximum I
|
l

~ Finance-first Impact

Deliver a measurable
ESG return by focusing
on opportunities that
provide a market-rate
or market-beating

financial return

High

High

Impact-fiz.t

\Emphasize measurable
ienvironmental, social,

‘or governance returns
ithat may require some
financial trade-off

High

|
|
: Moderate

€< Purpost Investing —mmrmm—mmomo-o"—-rr—-—">

I OpenLMIS in the short to medium term

| -

Philanthropy

Focus on one or more
issue areas where the
attainment of ESG
goals requires a 100%
financial trade-off

Maximum

Low to None

Impact-Only
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Type of Investors & Funders Vary Based on Growth Cycle Funding Needs

* A wide range of investors and
instruments is needed to meet the
changing needs of businesses at
different stages of the growth cycle.

I
Expected Financial Fﬁ’eturns >

\

» Early-stage investments in building the
market infrastructure and funding early-
stage innovators/startups typically
provide low to no market returns. At this
stage grants and funds play a critical

|
: ¢
v :;R‘h -:'.\.O’
|
!

NONPROFIT FOR PROFIT

role, With “patient Capita|” instruments Nun-rEfenue Higher revenuea Below-market | Market returns Market returns
. . C generating (grants,  generating (PRIs) retums I recognized by commonly
like PRIs playlng a brldglng role for capital repayment) (patient capital) : select investors recognized
investees that are growing their : :
I

businesses but are not yet able to _(ZF’S”_LE" |_S_II’]_’[|1€_SEO_I”[ Eo_m_eﬂllim_ tfrin_
access commercial funding.

12

Source: BSR, Innovative Finance to Expand Access to Healthcare
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Who is Making Impact Investments?

Impact investment has attracted a wide variety r—=——=- - - —-=—— - - - -—----———---—-—~- :
of investors, both individual and institutional: Recommended approach:

- T==a
-

» Created framework of impact investment funds
based on the following framework:

- Impact investment focus

- Geographic focus

- Asset class

Stage of investment

- Minimum investment size

- Financial return requirements

~~ o

——

« Development finance institutions
* Diversified financial institutions/banks

- -~

- -
______________

« Family Offices

* Individual investors
* NGOs

» Religious institutions

* Created list of investors and foundations that focus
on health = continue to hone in on short-list

[ ]
T
=.
<
Q
—
)
—
®)
C
-2
Q.
Q
=
®)
-]

n

» Investor outreach for early feedback

13
Source: GIIN
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We recommend OpenLMIS to focus on Philanthropic and Impact-First ﬁﬂ
Impact Investment Capital as financial returns are developed

Financing

Type of Finance First Impact Investment

Capital

Impact : Moderate to High
High High
Mandate 9 9
Finance None Below market-rate returns Market-rate returns
Mandate
Focus on social and / or environmental Focus on social and / or Focus on social and / or environmental
Description Issue areas with no expectations of financial environmental issue areas with some iISsue areas that creates a market-rate
returns. financial trade-offs. return.
ACUMEN
BILL & (;};[> &W@\J@ MEBIECISAE'II_'
Example orgs MELINDA HEWORLD m
Peorg Abbott GATES lw;_il<L:}E§ ' . e o FUND
(not listing Fund foundation POVERTY :::" ROCKEFELLER ~ AFRICA
=2 FOUNDATION CAPRIA"

DFIs, or skoll
multilaterals FOUND;ION @”2/”@

o ;. 0 Impact
sSucC o Ventures
USAID, IFC, N

[ )
World Bank I/
) E%&Q&ER Morgan Stanley @ The Pfizer Foundation LOK CAPITAL

Foundation

*Some philanthropic foundations have PRI, MRI and impact investing arms and straddle both philanthropic and impact-first categories



Considerations for pitching to impact investors

@ REVENUE POTENTIAL
4

@ PRODUCT VIABILITY
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Questions asked:

» Are there current users of the product?
« Are there current buyers of the product?
» |s there a market need for the product?

OpenLMIS existing leverages:

« Market sounding trips show there is a market
need for this type of product

« Existing public customers who use the product

« Similarities between public and private customer
needs

OpenLMIS opportunities:
» Develop private customer base

Questions asked:

« What is the current pipeline of customers?
« What is the growth strategy and path?

« What is the marketing / sales approach?

OpenLMIS existing leverages:
« Existing pipeline of public customers
« Strong community

OpenLMIS opportunities:
« Develop paying private or public customers

15



Considerations for pitching to impact investors

% SOCIAL IMPACT POTENTIAL

Questions asked:

Has impact been measured?

What is the impact potential?

What are some of the impact metrics?

Do you have a primary SDG goal that you align
with?

OpenLMIS existing leverages:

Already tracking stockouts and operation
efficiencies

OpenLMIS opportunities:

Track data points that align with SDGs

/\/ Financin
i g

ﬁ] MARKET POTENTIAL

ad

Questions asked:

* How big is the market?

* Is it expected to grow?

 What is the expected market share? (market
share depends on product viability and sales
strategy)

OpenLMIS existing leverages:

* OpenLMIS is already capturing market share in
the public sector

« The market demand is expected to grow

OpenLMIS opportunities:

« Continue to grow market share in the public sector

« Establish a market presence in the private
customer sector



Outcomes and
Impact
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OpenLMIS provides access to affordable and context
appropriate medical supply chain software for
national health systems — which are essential in
emerging markets.

VISION
All countries have the logistics data they need to effectively manage their health supply chains
leading to healthier communities.

MISSION

Collaboratively develop shared, open source software to improve health commodity distribution in
low- and middle-income countries.

18
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Performance Indicators & Typical Indicator Questions

* For traditional investors, FINANCIAL IMPACT
Tma_‘nCIal and qperaﬂonal * What is the ROE/ROA? « How many households are
indicators are important to What is the Ret reached?

° al IS the return on
measure and track Investment? * |s there increased access to
additional impact metrics What s th back beriod? - Are last mile populations being
. ° at IS the paybac erioa:
component comes into play paybackp reached?

* Note that for OpenLMIS,
operational efficiencies are OPERATIONAL
achieved both at the (OpenLMIS and its customers)
organization level as well as « What is the % of each vendor’s expected
the customer level (health orders that were delivered on time and in

. : full?
clinics, hospitals, etc.)

« What is the average days for product

 Operational efficiencies arrival at port/airport vs warehouse?

: : : Operational i

increase both financial and Pt . Operationa|

: emciencies « How quickly can software product efficiencies increase

Impact returns increase customizations be developed? /scale outcomes and
financial returns impact

* How quickly can maintenance issues be
resolved? 19



Impact Logic Chain
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 Investors and shareholders are increasingly asking about impact created and the legacy “number of
people reached” indicator is not enough

« Measuring impact can be costly and difficult due to external factors and attribution issues

« Balance needs to be made between what can be measured in the short-term (outputs) versus
medium-term (outcomes) that ultimately lead to the long-term (desired impact)

OUTPUTS

« # of health ministries
* Volume of products

 Reduced stockouts / time to
process

« # of low income households
accessing healthcare
products

« # of women accessing
healthcare products

OUTCOMES

Increase efficiencies and
accountability

Improve data accuracy /
visibility / timeliness

Improve data reporting and
supply chain management
practices (such as
forecasting)

Create jobs / workforce
development

Measurement costs / difficulty increase

DESIRED IMPACT

Increase access to
healthcare services and
improving health

Improve livelihoods

Alleviate poverty

20
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OpenLMIS’ Reported Impact Statistics

OpenLMIS has reported significant operational efficiencies and improvements in health supply chain
performance, which is valuable to impact investors.

With Manual

StOC kO UtS Logistics Systems With OpenlLMIS ' W|th0Ut With

. OpenLMIS OpenLMIS
Stockout rates for " ) o
all produ:t goc;dzs% i Time taken to
d d o
0D performorder 3 hours 1 minute
calculations
Frequency of
stockouts greater
than 7 da
dr::ped g::m @ = @
24% to 15%°

Source: http://openimis.org/impact/

Stockout rates 1 9% 5%

21
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Additional operational efficiency indicators that could o oo
be measured for OpenLMIS

* Inventory Turnover: Measures how well an organization is able to move its inventory. Helps in understanding
supply chain efficiency, buying practices of the company and gauge demand for products.

* Inventory Accuracy: In theory, physical inventory should always match the numbers shown in the inventory
management software database. Unfortunately, there’s often a significant disparity between what’s shown and the
real situation. This can result in unexpected backorders and increased inventory costs.

» Delivery/Shipment Times: Important to meet customer’s needs.

« Cash-to-Cash Cycle Time: This can assist in accurately calculating the cash-to-cash cycle time from paying for
supplies to selling the finished product to customers, providing the average duration of the cycle. This metric can
help companies increase the efficiency of their supply chain. With the ability to track the average cash-to-cash
cycle, companies can make improvements, thus freeing up resources for other uses.

» Health Facility Reporting Rates: Facility reporting rates indicate how widely the LMIS is being utilized and how
much of the required data is, therefore, available to reach decisionmakers to influence supply decisions.

» Percentage of Facilities Stocked Out of Each Life-Saving Commodity: This indicator measures the lack of
product availability and the inability of a facility or program to meet clients’ needs with products and services.

» Percentage of Service Delivery Points (SDPs) that Offer Clients Access to Life-Saving Commodities and
Services: This indicator measures the percentage of SDPs (and community level, where applicable) in a country
that offers clients access to life-saving commodities and related healthcare services.

Source: Recommended Indicators to Address In-Country Supply Chain Barriers, http://www.lifesavingcommodities.org/wp- 22
content/uploads/2015/02/IndicatorsSCBarriersrevl.pdf
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Sustainable Development Goals (SDG)

In September

2015, the G | Yy SUSTAINABLE S,
Assombly adopted &3/ DEVELOPMENT \J %’ ALS

the 2030 Agenda
for Sustainable
Development that
includes 17 SDGs.
Building on the
principle of
“leaving no one
behind”, the new
Agenda
emphasizes a

DECENT WORK AND
ECONOMIC GROWTH

Y

LIFE
BELOW WATER

hOlIStI(_: approach 13 cnov 1 17 Foemecons 23

o achlevmg e : SUSTAINABLE
sustainable Q n : DEV;I:OPMENT
development for GLALS
all.

Source: United Nations SDGs, https://www.un.org/sustainabledevelopment/sustainable-development-goals/ 23



https://www.un.org/sustainabledevelopment/sustainable-development-goals/

Alignment of SDGs with OpenLMIS’ Activities M e

» As the impact sector continues to evolve at a rapid pace, impact measurement activities have become
increasingly important but yet to be standardized (UN SDG, IRIS+ rating, etc.)

« The SDGs seem to be broadly accepted and easy to apply across a broad spectrum of investors which is why we
align Open LMIS’ activities with these goals

Primary Impact GOODiEATH GOAL 3: Good Health and Well-being ' «  # of health ministries
* Volume of products
—/\/\/\Q * Reduced stockouts (esp of life-saving commaodity)
Secondary Impact . GOAL 1: No Poverty «  # of low income households accessing healthcare
. .. . products
MM\ » 9% of service delivery points (and community level,

where applicable) in a country that offers clients access
to life-saving commodities and related healthcare

services
Secondary Impact o GOAL 5: Gender Equality « # of women accessing healthcare products
Secondary Impact il GOAL 8: Decent Work and Economic | . # of jobs created /workforce development (workers
Growth trained)

i\l/" «  # of jobs retained (due to being healthy)

24
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