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Summary

This paper summarises management and boards assessment of current events and
conditions, as per information currently available about the future, in determining whether
IPPF is a going concern.

Action Required:

The Board of Trustees to review and approve the going concern note for the audited
financial statement for the year ending 31st Dec 2020.




1 Executive summary

This paper summarises management’s assessment of current events and conditions, as well
all information currently available about the future, in determining whether IPPF is a going
concern.

After due consideration, the members of the Finance, Audit and Risk Committee (C-FAR),
the Board and Trustees and the management believe that there are no material uncertainties
that may cast significant doubt about IPPF’s ability to continue as a going concern until at
least 315 May 2022.

The key reasons for this conclusion are:

¢ IPPF has multi-year agreements with key donors for both restricted and unrestricted
funds.

e Core funding for the year 2021 is already 97% committed, with two contracts in the
signing stage with the donors.

e |IPPF's projected cash flow position across all funding sources demonstrates a
positive balance throughout this period.

¢ |IPPF has earmarked designated funds to cover costs relating to its business plans
that support the delivery of its overall strategies in order to accelerate delivery in
specific areas.

2 De-risking the impact of the COVID-19 pandemic

Whilst many of IPPF’s frontline services across its Member Associations (“MA’s") were (and
continue to be) impacted by the ongoing Covid 19 pandemic, IPPF responded quickly in
2020 with a set of mitigating actions which de-risked the impact on IPPF and positioned it to
successfully weather the storm. As a result, IPPF has not needed to make use of any
business support measures that were made available by the UK government and has
secured a level of funding in 2021 that matches 2020.

Some highlights of the COVID-19 response are as follows:

e IPPF immediately set up a task force to respond to the unfolding situation in 2020 and it
continues to work on building a resilient SRHR ecosystem for the Member Assaociations
around the following four pillars:

= Pillar 1: Ensure continued provision of Essential SRH services

= Pillar 2: Protect, promote and advance SRHR as responsible advocates.
= Pillar 3: Build resilience among IPPF MAs to manage disruptions.

= Pillar 4: Promote evidence generation and cross learning.

e The task force collected data from MAs throughout the pandemic across three surveys
conducted in March 2020, May/June 2020 and November 2020. The focus of Round 1
was to assess the impact of C-19 on MAs’ operations and specifically on service
provision and response. By Round 2 the task force set longer term goals to frame the
data collection: ensuring continuity of SRH programmes, protect, promote and advance
SRHR agenda, and build resilience among MAs to weather current and future
disruptions. Round 3 focused on innovations and adaptations made by MAs and the
potential to adopt them long term.

e |PPF raised additional funding of U$3.3m in support of its COVID-19 response from
Danida, Canada and Levi Strauss Foundation. This has enabled the release of over
US$3 million in emergency funding to 70 MAs for their Covid-19 response. In addition, in



2021/22 IPPF is likely to receive AUD21 million over two years to provide SRHR
services to the vulnerable and marginalized groups that are affected by the Covid-19
pandemic in SAR and ESEOAR (see paragraph 7.1 below).

¢ In IPPF's initial response with support of funding made available by the Director
General’'s emergency fund, 30 MA’s were supported by supply of N95 masks, 3-ply
type-2 masks and thermometers. IPPF managed to reach MA'’s in hard-to-reach
destinations such as Yemen, Syria, Somaliland, Sierra Leone and many others. New
and innovative logistic partnerships were established to realise this, amongst others with
the Nobel Peace Prize winning organisation, World Food Programme.

¢ In three different rounds of product donations, IPPF has been supporting 45 MA’s with
supply of PPE and FP/RH commodities. Over 300,000 masks and 1,600 digital
thermometers have been delivered to MA’s most in need of PPE, with another round of
commodities in the process of being delivered now.

e With support from CFPA, IPPF's member in China, another 4 MA’s were provided with
N95 masks, 3-ply type-2 masks, surgical gowns and thermometers in the early days of
the pandemic. These donations were delivered by making use of diplomatic distribution
routes through embassies to severely challenging destinations such as Iran and North-
Korea.

e Upon completion of the second survey, additional funding was made available by Global
Affairs Canada (GAC) for supply of both PPE and FP/RH commodities. A total of 18
MA'’s are currently being supplied with a range of products in Q1 2021. Out of those 18
MA'’s, 6 MA’s have been supplied from suppliers in their own markets to increase the
efficiency of timely supply.

e Additionally, the Director General launched an appeal to all IPPF staff in April 2020 for
donations that would be used to create a restricted Solidarity Fund to support staff on
the frontlines by issuing small grants to individuals who have been directly impacted by
the pandemic. To date, more than 50 requests across three regions have been
processed to support the front-line workers.

In 2020, in order to assist the MA’s with their COVID responses, IPPF released circa US$
6.5 million of the second instalment of the core grant to Member Associations in advance
which, in some cases, was 50% and, in others, 100% of the second instalment, based on a
quick needs assessment.

To help manage its cashflow, IPPF reached out to its donors and four (Germany,
Switzerland, Norway and Denmark) paid their core grant payments ahead of schedule to
help buffer IPPF’s cash position:

Received: Budgeted:

Germany €9m 6.5.20 July 2020
Switzerland usD1.1m 19.5.20 July 2020
Norway NOK35m  22.5.20 July 2020
Denmark DK50m 24.6.20 June 2020 Paid in one tranche in June instead of

June and November 2020

IPPF successfully negotiated with DFID (now FCDO) a six-month waiver for its delivery
commitments on its largest payment by results project, WISH Lot 1 and Lot 2. This ensured
that FCDO continued to provide funding against the project’s projected results, irrespective
of the actual numbers. In addition, FCDO continued to pay for reimbursables as normal on
actuals.

Throughout the pandemic, IPPF’s secretariat offices successfully transitioned to a working
from home model that had little impact on the running of the business. IPPF secretariat office



teams worked proactively to keep staff safe by ensuring they were equipped to work
effectively from home, establishing standard operating procedures for creating safe working
environments in the offices as they reopened, ensuring safety protocols were followed.
Some offices (eg London and Nairobi) are still working remotely, following government
advice. IPPF is pleased to report that to date no deaths or serious C19 related illness have
occurred across the Secretariat staff.

Through ongoing, close engagement with its donors, IPPF secured core funding for 2021
that is in line with 2020 and this puts IPPF in a strong position to continue delivering on its
mission.

3 2021 budget

The unified Secretariat budget for 2021 is balanced and conservative. Significant budget
cuts were made to reduce Secretariat costs to 30% of total core and overhead income, thus
allowing more funding to be available for Member Associations. This was achieved after a
restructuring exercise at the end of 2020. This resulted in 21 people leaving the London
office at a cost of US$1.1 million, with expected of future savings of US$1.6 million per
annum. All other areas of the budget were compiled bottom up with very little discretionary
spend available after committed costs (such as rent, insurance premiums, software licences
etc).

The 2021 budgeted core income from donors and foundations was set at a conservative
level of US$56,942k based on the confirmed agreements in place with donors at the time of
budgeting.

Since the budget was prepared, an additional net US$3.9 million has been committed by
donors as follows:

usD
Australia AUD 1,000,000 0.6925 692,500
Germany € 3,000,000 1.139| 3,416,000
Japan uUsD  -700,000 1.000 -700,000
Netherlands € 360,000 1.139 409,889
Canada CAD -1,360,000 0.734 -997,811
Norway NOK 10,000,000 0.106 1,058,800[NB Contract is expected to be signed w/c 5.4.21
3,879,378

This means that unrestricted income from donors and foundations in 2021 will be (56,942 +
3,879=) US$60,821k. This is a 1.5% decrease on the 2020 actual amount, which
demonstrates the achievement of the “most likely scenario” which was put forward in June
2020.

In addition, the 2021 budget includes an extra US$ 4.6 million of unrestricted core income
which comprises overhead recovery (US$3.9 million), donations, commaodities sales and
investment income.

Of the budgeted income in 2021, all donor contracts have been awarded apart from the one
with the Finnish government (€1.5 million). The Finnish Government funding proposal has
been submitted and the likelihood of IPPF being awarded the grant is high and the outcome
will be known in August 2021. All contracts for awards granted have been signed, except for
those with the Norwegian and Netherlands governments which are in the final stage of
contract signing.



4  Cashflow forecast
The cashflow forecast to May 2022 is shown in Appendix A.

The consolidated cash balance remains positive every month until May 2022 and the
average cash balance during this period is US$49,022k. As is expected, the unrestricted
cash balance will dip in May and September when the second and third core grant
instalments are paid to the Member Associations. However, experience has shown that the
calls for these payments are usually spread over several months rather than in a single
month, which will relieve the pressure on the cashflow.

Not included in the cashflow forecast is a US$3 million short term interest free loan from the
Children’s Investment Fund Foundation (CIFF) for the WISH programme. This loan will be
drawn down in April 2021 and is repayable on 31% October 2021. The loan is intended to
help IPPF with working capital needs for the WISH programme, as it is paid in arrears by
FCDO.

5 Core funding projections
IPPF has reviewed its core funding projections for the period 2021-2023 and has determined
three potential scenarios compared to the budgeted 2021 core income as follows:

Scenario 2021 2022 2023
Worst case 10% drop (very unlikely at 15-20% drop 25-27% drop
this point)
Most likely Remain as forecast 6-10% drop 10% drop from 2021
(approx 65% of figures
contracts are Many contracts will
confirmed) be reviewed in 2023

so there is higher
uncertainty.

Best case Remain as forecast (97% 5% increase 10% increase
by value already committed
by donors)

It should be noted that 90% of IPPF’s unrestricted funding is received by IPPF in the local
currency of the donors and so the exchange rates used will have an impact on the forecast
USD income.

Many of IPPF’s contracts are running until 2022 in alignment with the current Strategy
Framework and as 65% by value of the funding agreements have been signed, there is a
reasonably high level of certainty for 2022. There is a lot more uncertainty for 2023 as this
will be a major contract renewal year.

The assumptions used in the table above exclude income from individual giving (see 7.2
below) and so there is potentially some upside to these figures.

IPPF will continue to monitor its funding scenarios and prepare quarterly reforecasts in 2021,
based on the data available.




6 Consideration of external factors
The following external factors have been considered in determining whether IPPF is a going
concern:

6.1 FCDO'’s negotiation of No-Cost Extension (WISH Programme)
At the spending review in November 2020, the Chancellor of the Exchequer announced that

the UK would temporarily reduce its aid budget from 0.7% to 0.5% of national income. The
implications of this funding cut have not been rolled out yet by the FCDO but IPPF has now
prepared for a scenario where its FCDO funded projects are only granted a no cost
extension. In line with this, adequate forward thinking has already been put in place which
includes commencement of closure of some country level programmes and continued
implementation of some others, using re-deployment of savings under the programmes from
the previous years. All this is being put in place with the hope that by the time all the
programmes are drawn to closure by the end of December 2021, FCDO will have access to
additional funding under the aid budget.

The 2021 budget has been prepared on a conservative basis with WISH 1 and WISH 2
ending in July and September 2021 respectively. In the medium term, the potential impact
on IPPF of these projects not being extended is the loss of overhead recovery and
redundancy costs in the case where staff cannot be deployed on other projects. The cost of
redundancies has already been built in within the fee component of the project budgets.

6.2 Shrinking economies

As global economies shrink in the aftermath of the COVID-19 pandemic, there is a possibility
that overseas aid budgets will proportionately reduce or, in the worst case, be cut as in the
case of the UK.

It is too early to determine what the impact may be on IPPF in the medium term, but as 97%
of IPPF’s core unrestricted income is already committed for 2021, there is no impact in the
short term. Various potential outcomes have been considered in the scenarios in section 5
above. The knock-on effect of any reduction in core funding will be a reduction in grants paid
to Member Associations, hence there is no significant impact on IPPF’s ability to continue as
a going concern.

6.3 Impact of frauds on donor confidence
Since IPPF rolled out its confidential external incident reporting service (SafeReport), several

complaints have been raised relating to suspected frauds which have led to investigations
and significant findings. Whilst IPPF considers this to be a good thing as it enables it to get
to grips with these issues and implement appropriate counter-fraud strategies, there is a risk
that donors may be deterred.

IPPF has been engaging with donors proactively to inform them of the actions it is taking to
address these risks and to strengthen financial oversight of the Member Associations. At this
stage, feedback from many donors is supportive and encouraging. However, this situation
needs to be managed and the Directors Leadership Team is prioritising this as a focus area.
There is no evidence at this stage that the incidents of fraud reported at IPPF are out of
alignment with other INGO'’s operating under the same conditions and in the same
jurisdictions.



7 Future opportunities
IPPF is actively pursing funding opportunities to mitigate any potential impact of the external
factors considered above.

7.1 Pipeline
IPPF is actively engaging with new and existing donors for new funding opportunities.

Some governments have been unable to utilize their full ODA budget due to the COVID
crisis and are seeking respected implementation partners so that they can spend it within
their budget year. For example, Australia’s Department for Foreign Affairs and Trade
(“DFAT”) is most likely going to allocate its underspent 2021 budget to IPPF for its Covid-19
response. In this scenario, IPPF is likely to be awarded a grant of approximately AUD 21
million for 2 years to provide SRHR services to the vulnerable and marginalized groups that
are affected by the Covid-19 pandemic in SAR and ESEOAR.

7.2 Fundraising opportunities in the US
On 28" January 2021, the US President rescinded the Global Gag Rule which prohibits any

foreign NGO in receipt of US global health assistance from using funds from any source to
provide abortion services or advocate for abortion law reform.

This paves the way for IPPF to become eligible in the US for funding opportunities and a
new post has been created in Washington to reengage with USAID.

In addition, IPPF has plans to engage a consultant in the US to develop an individual giving
programme to capitalise on fundraising opportunities, recognising that the knowledge base
for this has previously resided within the Western Hemisphere Regional Office. Individual
giving activities will extend beyond the US as it is a potential fundraising opportunity that is
currently untapped by IPPF.

7.3 IPPF Americas and Caribbean Region
With the departure of the Western Hemisphere Regional Office at the end of August 2020,

IPPF has seized the opportunity to build a new regional presence in the Americas and
Caribbean so that it retains its global footprint which is valued by donors. New regional
offices are being established in Colombia and Trinidad to support the existing Member
Associations that chose to remain with IPPF, as well to engage with potential new members.

8 Worst case scenario

In the worst case scenario, if donors were to default on their funding commitments, IPPF
would first reduce its core funding disbursements to Member Associations which account for
70% of core costs. This flow through business model protects IPPF from any significant
reduction in core income. In the case of significant financial difficulties, IPPF could sell or
mortgage its investment in the following land and buildings which it owns:

e two properties (one in London and the other in Kuala Lumpur) and an investment
property in London.
e land in Nairobi held by its Africa Regional Office (ARO).

e one property in Brussels held by its European Network Office (EN).

IPPF has US$26.5 million of general unrestricted reserves at 28" February 2021 which is a
healthy level to cover any risk related eventualities should they arise during this period.



9 Conclusion
In considering all the factors above, the C-FAR, the Board of Trustees and management
believe that IPPF is a going concern until at least 31st May 2022.



Opening | Jan-21 | Feb-21 | Mar-21 | Apr-21 |May-21| Jun-21 | Jul-21 | Aug-21 | Sep-21 | Oct-21 | Nov-21 | Dec-21 | Jan-22 | Feb-22 | Mar-22| Apr-22 | May-22
Unrestricted Funds
Opening Balance 22,017 | 22,017 | 18,779 | 15,414 | 20,124 | 14,361 | 1,904 3,893 | 14,873 | 15,383 | 3,961 | 4,173 | 19,893 | 24,558 | 23,247 | 11,707 | 11,607 | 11,760
Projected Inflows - Unrestricted Core Grants 0| 1,622 9,589 1,560 0| 3,827 13,002 1,708 | 1,248 | 2,829 17,654| 6,804 0| 1622| 3,689| 1,535 0
Projected Inflows - Overhead 0 0 1,595 358 358 427 358 358 388 53 53 399 300 300 300 300 300
Projected inflow - supply chain mgt, etc 58 58 58 58 58 58 58 58 58 58 58 58 58 58 58 58 58
Adjustment(revaluation)
Total Inflow 58| 1,680| 11,242 | 1,977 417 | 4312 13,419 | 2,125| 1,694 | 2,940| 17,766 | 7,262 358 | 1,980| 4,047| 1,893 358
Projected Outflow - Central Office 300 450 2,729 1,660| 1,520| 1,765 1,594 | 1531| 1,757| 1,457| 1,679 1979| 1,621| 1,425| 1,729| 1,660| 1,520
Projected Outflow - MA Grants 2,996 | 4,542 3,743 6,030 | 11,303 504 794 30| 11,306 | 1,219 314 581 30| 12,047 | 2,373 30| 11,303
Projected Outflow - Regional office float 0 53 60 50 51 54 53 53 53 53 53 36 18 49 46 50 51
Total Outflow 3,296 [ 5,045 6,532 7,740| 12,874 | 2,323 2,440 | 1614 13,116| 2,729| 2,045 2,596 | 1,669 | 13,521 | 4,148 | 1,740 12,874
Closing Balance Unrestricted 18,779 | 15,414 | 20,124 | 14,361 | 1,904 | 3,893 14,873 | 15,383 | 3,961 | 4,173 | 19,893 | 24,558 | 23,247 | 11,707 | 11,607 | 11,760 -756
Movement in Year: 2,541 -361
Designated Funds
Opening Balance 9,866 | 9,866 | 9,666 9,425| 8,950| 8,525| 8,354 8,081 | 7,403| 6,607| 5990| 4,618| 4,113| 3,587 | 3,187 | 2,787 | 2,387 | 1,987
Projected Inflows - Additional Allocation
Total Inflow 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Projected Outflow - MA Grants
Projected Outflow - Expenditure 200 241 475 425 171 273 678 796 617 | 1,372 505 526 400 400 400 400 400
Total Outflow 200 241 475 425 171 273 678 796 617 | 1,372 505 526 400 400 400 400 400
Closing Balance Designated 9,666 | 9,425 8,950 | 8,525| 8,354 | 8,081 7,403| 6,607 5990| 4,618| 4,113| 3,587 | 3,187 | 2,787 | 2,387 | 1,987 | 1,587
Movement in Year: -6,279
[combined Unrestricted + Designated Balance | [28,445 [ 24,839 [ 29,074 [ 22,886 [10,258 (11,974 22,275]21,990] 9,952] 8,790 [24,006 [28,145 [26,435 14,494 [13,994 [13,747] 832]
Other Restricted Projects (excl. WISH 1 and 2)
Opening Balance 21,407 | 21,407 | 23,235 | 30,756 | 29,593 | 28,588 | 28,139 29,464 | 28,807 | 29,007 | 29,034 | 28,020 | 27,591 | 27,646 | 25,977 | 27,495 | 26,332 | 25,327
Projected Inflow - Restricted Income 2,828 | 8,883 | 3,047 727 669 | 4,341 669 | 2,527 3,234 680 678 | 3,228 | 2,828 | 6,083| 3,047 727 669
Total Inflow 2,828 | 8,888| 3,047 727 669 | 4,341 669 | 2,527 | 3,234 680 678 | 3,228 | 2,828 | 6,083| 3,047 727 669
Project Outflow - Other Restricted Projects 1,000 | 1,345 3,827 1,627 | 1,037 | 2,927 1,246 | 2,245| 3,126| 1,595| 1,026 2,975| 2,953| 4,570| 4,210| 1,732| 1,118
Projected outflow - Overheads 23 383 106 81 89 81 81 81 99 81 197 | 1,545 0 0 0 0
Total Outflow 1,000 | 1,367 4,210 1,732| 1,118| 3,016 1,327 | 2,326| 3,207 | 1,694| 1,107| 3,172 | 4,498 | 4,570| 4,210| 1,732| 1,118
Closing Balance 23,235 | 30,756 | 29,593 | 28,588 | 28,139 | 29,464 28,807 | 29,007 | 29,034 | 28,020 | 27,591 | 27,646 | 25,977 | 27,495 | 26,332 | 25,327 | 24,878
Movement in Year: 6,239
WISH 2 Action
Opening Balance 8,002 | 8,002| 9,544 | 18,025| 13,319 | 9,406 | 2,714 -917 -928 189 -662 0 0 0 0 0 0 0
Projected Inflow - W2A 4,837 | 9,466 9,103 | 4,404 | 7,377 | 3,669 4,029 | 8,834| 4,529| 6,051 0 0 0 0 0 0 0
Total Inflow 4,837 | 9,466 9,103 | 4,404 | 7,377 | 3,669 4,029 | 8,834| 4529| 6,051 0 0 0 0 0 0 0
Projected outflow - W2A 2,937 627 | 13,451 7,959 | 13,711| 6,942 3,682| 7,358| 5,381| 5,389 0 0 0 0 0 0 0
Projected Outflow - Overhead 358 358 358 358 358 358 358 358 0 0 0 0 0 0 0 0 0
Total Outflow 3,296 985 | 13,809 8,317 | 14,069 | 7,300 4,040| 7,716| 5,381| 5,389 0 0 0 0 0 0 0
Closing Balance 9,544 | 18,025 | 13,319| 9,406 | 2,714| -917 -928 189 -662 0 0 0 0 0 0 0 0
Movement in Year: 8,002
WISH Lot 1
Opening Balance -1,287 | -1,287 -746 -783 219 353 483 665 515 -41 0 0 0 0 0 0 0 0
Projected Inflow - Income 789 0 1,329 418 340 542 187 190 269 0 0 0 0 0 0 0 0
Total Inflow 789 0| 1,329 418 340 542 187 190 269 0 0 0 0 0 0 0 0
Projected outflow - expenditure 248 38 327 283 210 360 337 746 227 0 0 0 0 0 0 0 0
Projected outflow - Overhead 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Total Outflow 248 38 327 283 210 360 337 746 227 0 0 0 0 0 0 0 0
WISH 1 - Closing Balance -746 -783 219 353 483 665 515 -41 0 0 0 0 0 0 0 0 0
Movement in Year: 1,287
Summary Balances
Consolidated Cash Flow - Unrestricted/Designated 31,883 | 28445| 24839| 29074 22886| 10258| 11974 22,275 | 21,990 9,952 8,790 | 24,006 28145| 26435| 14,494| 13994 | 13,747 832
Consolidated Cash Flow - Restricted 28122 | 32033| 47,997 | 43130| 38347| 31336| 29212 28393 | 29155| 28373| 28020| 27,591| 27,647| 25978| 27495| 26,332 25327| 24879
Total 60,005 | 60,478 | 72,836 | 72,204 | 61,232 | 41,594 | 41,186 50,669 | 51,146 | 38,324 | 36,811 | 51,597 | 55,792 | 52,412 | 41,989 | 40,326 | 39,074 | 25,710

Appendix A
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