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Overarching Risk Management Framework

 Contract Risk: Contracts with suppliers and participants form the foundational layer of risk. It is the first 

and primary decision layer for Gavi, to either absorb risk or push risk to participants and/or suppliers 

 Long Vaccine Risk: Understanding Gavi’s risk from the perspective of supply and demand, efficacy and 

price issues is fundamental. This risk is unlikely to be absorbed by banks or MDBs

 Sovereign Credit Risk: Gavi must understand, quantify and consider mitigation strategies for sovereign 

credit risk, particularly for sovereigns below Single A credit rating

 Operational Risk: Gavi should have best practice operational risk mitigation strategies for three functional 

areas including Treasury Operations, Accounting Services and Banking Services

 Overarching Risk Management Framework: Gavi should have an operational cash flow model which 

can inform management in its contractual negotiations, risk mitigation strategies, and the availability of its 

cash flow position to act as a residual risk absorption layer
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Citi has developed a framework to assess risks. Contract risk is the foundational layer; Citi and Gavi have prioritized 12 

contract risk factors which are receiving ongoing consideration.
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Gavi-Citi Risk Priorities
Time Sensitive:

• Citi to prioritize all steps necessary to assess risk related to the first manufacturer contract

• Citi is urgently working to understand Gavi and McKinsey models. Citi is updating the models to reflect the information provided to us thus far, and will 

work with Gavi to ensure that their operational cash flow model is dynamic and fulsome and will stress test it once it is completed.

• Build complex financial/risk analysis capacity within Gavi

• Based on Gavi’s understanding of manufacturer negotiated positions, enhanced by feedback provided through Citi, Gavi and Citi will develop a timeline 

for how and when critical decisions along our agreed upon contractual decision tree will be made

• Given the heavy reliance on MIGA for sovereign credit risk mitigation, urgently agree upon the contractual perfection necessary with participants 

satisfactory to MIGA to enable Non-Honoring cover while exploring applicability of breach of contract cover in parallel. For example, in the optional 

purchase agreement, participants that do not opt-out during Window 2 are not required to provide a Financial Guarantee, but would then require 

sovereign risk mitigation in the form of Non-Honoring

• Gavi will seek to decide upon the potential requirement for accelerating Window 2 such that SFPs either go final (preferred) or do not opt-out (if final not 

viable). Sign FOCs for participants that have not opted out or mirror optionality 

Assumptions

• Gavi must solve for sovereign credit risk that is not taken by 

manufacturers through Balancing Payment clauses

• Gavi must tightly choreograph the sequencing between Firm Order 

Commitments with manufacturers, committed APAs, and risk 

mitigation measures

• Gavi’s projected and stress-tested cash flows will support some 

amount of risk absorption, and ideally the full potential [5]% amount of 

loss absorption necessary to satisfy MIGA and / or similar MDBs

• Gavi must incorporate price risk into the manufacturer’s contract; 

payments to the manufacturer should be based on a price cap and/or 

on a price/dose determined by the ultimate recipient of the vaccine 

rather than the recipient originally intended

Variables

• Manufacturers have little to no propensity to take sovereign credit risk, 

however there will be consultation as to which Single A or better risk they 

may take

• Acceptance of “mirrored” optionality will vary by manufacturer agreement

• Since manufacturer contracts are being negotiated over time, only Gavi 

understands its Balancing Payment and therefore Sovereign Risk as each 

contract is completed

• Additionally, since optional participants can opt out at each window for each 

manufacturer, the Balancing Payment and Sovereign Risk change over 

time

• Is the $0.40 cost of the optional model sufficient to cover the risk of a high 

opt-out, high optionality situation?

Challenges:

• Long vaccine risk is not a commercial risk efficiently mitigated by the market or the MDBs, therefore it must either be mitigated through contract 

negotiation or through a Gavi risk absorption layer that is carefully managed by a management and governance structure

• If each manufacturer is able to negotiate how much Balancing Payment and sovereign credit risk it will absorb over time, it is unclear how Gavi would 

mitigate the remaining sovereign credit risk
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IRS Circular 230 Disclosure: Citigroup Inc. and its affiliates do not provide tax or legal advice. Any discussion of tax matters in these materials (i) is not intended or written to be used, and cannot be used or

relied upon, by you for the purpose of avoiding any tax penalties and (ii) may have been written in connection with the "promotion or marketing" of any transaction contemplated hereby ("Transaction").

Accordingly, you should seek advice based on your particular circumstances from an independent tax advisor.

In any instance where distribution of this communication is subject to the rules of the US Commodity Futures Trading Commission ("CFTC"), this communication constitutes an invitation to consider entering

into a derivatives transaction under U.S. CFTC Regulations §§ 1.71 and 23.605, where applicable, but is not a binding offer to buy/sell any financial instrument.

Any terms set forth herein are intended for discussion purposes only and are subject to the final terms as set forth in separate definitive written agreements. This presentation is not a commitment to lend, syndicate a

financing, underwrite or purchase securities, or commit capital nor does it obligate us to enter into such a commitment, nor are we acting as a fiduciary to you. By accepting this presentation, subject to applicable law or

regulation, you agree to keep confidential the information contained herein and the existence of and proposed terms for any Transaction.

Prior to entering into any Transaction, you should determine, without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these risks) as well as the legal,

tax and accounting characterizations and consequences of any such Transaction. In this regard, by accepting this presentation, you acknowledge that (a) we are not in the business of providing (and you are not relying on us

for) legal, tax or accounting advice, (b) there may be legal, tax or accounting risks associated with any Transaction, (c) you should receive (and rely on) separate and qualified legal, tax and accounting advice and (d) you

should apprise senior management in your organization as to such legal, tax and accounting advice (and any risks associated with any Transaction) and our disclaimer as to these matters. By acceptance of these materials,

you and we hereby agree that from the commencement of discussions with respect to any Transaction, and notwithstanding any other provision in this presentation, we hereby confirm that no participant in any Transaction

shall be limited from disclosing the U.S. tax treatment or U.S. tax structure of such Transaction.

We are required to obtain, verify and record certain information that identifies each entity that enters into a formal business relationship with us. We will ask for your complete name, street address, and taxpayer ID number.

We may also request corporate formation documents, or other forms of identification, to verify information provided.

Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications are provided solely for your information and consideration, are subject to change at any time

without notice and are not intended as a solicitation with respect to the purchase or sale of any instrument. The information contained in this presentation may include results of analyses from a quantitative model which

represent potential future events that may or may not be realized, and is not a complete analysis of every material fact representing any product. Any estimates included herein constitute our judgment as of the date hereof

and are subject to change without any notice. We and/or our affiliates may make a market in these instruments for our customers and for our own account. Accordingly, we may have a position in any such instrument at any

time.

Although this material may contain publicly available information about Citi corporate bond research, fixed income strategy or economic and market analysis, Citi policy (i) prohibits employees from offering, directly or

indirectly, a favorable or negative research opinion or offering to change an opinion as consideration or inducement for the receipt of business or for compensation; and (ii) prohibits analysts from being compensated for

specific recommendations or views contained in research reports. So as to reduce the potential for conflicts of interest, as well as to reduce any appearance of conflicts of interest, Citi has enacted policies and procedures

designed to limit communications between its investment banking and research personnel to specifically prescribed circumstances.

Certain products mentioned in this communication may contain provisions that refer to a reference or benchmark rate which may change, cease to be published or be in customary market usage, become unavailable, have its

use restricted and/or be calculated in a different way. As a result, those reference or benchmark rates that are the subject of such changes may cease to be appropriate for the products mentioned in this communication. We

encourage you to keep up to date with the latest industry developments in relation to benchmark transitioning and to consider its impact on your business. You should consider, and continue to keep under review, the potential

impact of benchmark transitioning on any existing product you have with Citi, or any new product you enter into with Citi.

© 2020 Citigroup Global Markets Inc. Member SIPC. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.

© 2020 Citibank, N.A. All rights reserved. Citi and Citi and Arc Design are trademarks and service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.

Citi believes that sustainability is good business practice. We work closely with our clients, peer financial institutions, NGOs and other partners to finance solutions to climate change, develop industry standards, reduce our

own environmental footprint, and engage with stakeholders to advance shared learning and solutions. Citi’s Sustainable Progress strategy focuses on sustainability performance across three pillars: Environmental Finance;

Environmental and Social Risk Management; and Operations and Supply Chain. Our cornerstone initiative is our $100 Billion Environmental Finance Goal – to lend, invest and facilitate $100 billion over 10 years to activities

focused on environmental and climate solutions.
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