U.S. Government Positions on Decision Points from the Twenty-Third Board
Meeting of the Global Fund

The Administration provides this report pursuant to Section 202(d)(6) of the United States
Leadership Against HIV/AIDS, Tuberculosis (TB), and Malaria Act of 2003, as amended by the
Tom Lantos and Henry J. Hyde United States Global Leadership Against HIV/AIDS, TB, and
Malaria Reauthorization Act of 2008 (Public Law 110-293), which requires that “following each
meeting of the Board of the Global Fund, the Coordinator of United States Government
Activities to Combat HIV/AIDS Globally shall report on the public website of the Coordinator a
summary of Board decisions and how the United States Government voted and its positions on
such decisions.”



Overview:

The Global Fund to Fight AIDS, Tuberculosis (TB), and Malaria (Global Fund) is a public-
private financing mechanism established to mobilize and distribute resources to combat AIDS,
TB, and malaria worldwide. The U.S. Government (USG) strongly supports the Global Fund as
an essential component of the global response to these three diseases. The USG is the largest
bilateral donor to the Global Fund, having contributed more than $5.1 billion since 2002. To
date, the Global Fund Board has approved $21.7 billion in performance-based grants to 150
countries. Since 2003, this funding has enabled grant recipients to provide HIV/AIDS treatment
for 3.2 million people, TB treatment for 8.2 million people, and to distribute 190 million bed nets
for malaria prevention.

The Global Fund held its 23" Board meeting on May 11-12, 2011, in Geneva, Switzerland. The
USG holds a permanent seat on the Global Fund Board and actively participates on several
Board committees and working groups. In particular, the USG currently serves as Vice-Chair of
the Partnership Forum Steering Committee and as a member of the Policy and Strategy
Committee (PSC), Portfolio and Implementation Committee (PIC), the Market Dynamics and
Commodities Ad Hoc Committee (MDC), and the Comprehensive Reform Working Group
(CRWG).

At the 23" Board meeting, the USG was represented by an interagency delegation led by the
USG Board Member Ambassador Eric Goosby (U.S. Global AIDS Coordinator, Department of
State) and Alternate Board Member Ambassador Nils Daulaire (Director, Office of Global
Affairs, Department of Health and Human Services).

The Board addressed several key issues, including election of new Board leadership;
endorsement of and action to advance a comprehensive reform agenda focused on improving
Global Fund grant management and oversight, governance and fiduciary controls; approval of
new eligibility, counterpart financing, and prioritization criteria; approval of new guidelines for
Country Coordinating Mechanisms (CCMs); establishment of a High-Level Panel on Fiduciary
Controls and Oversight Mechanisms; and reaffirmation of the Global Fund’s commitment to
transparency, accountability, and a fully independent Office of the Inspector General (OIG).
Throughout the meeting, the USG maintained a commitment to transparency and accountability
in all facets of Global Fund work and the USG delegation was steadfast in its continuing support
for a strong, independent OIG.

The full text of all decisions taken at the 23" Board meeting is available online at:
http://www.theglobalfund.org/documents/board/23/BM23_DecisionPoints _Report_en.pdf. USG
positions on these decisions are summarized below.



http://www.theglobalfund.org/documents/board/23/BM23_DecisionPoints_Report_en.pdf

U.S. Government Positions on Board Decision Points:

Appointment of Rapporteur (GF/B23/DP1)

The USG supported this decision point, which designated Mr. Maksut Kulzhanov from the
Eastern Europe and Central Asia constituency as Rapporteur for the meeting.

Approval of Agenda (GF/B23/DP2)

The USG supported this decision point.

Approval of the Report of the Twenty-Second Board Meeting (GF/B23/DP3)
The USG supported this decision point.

High-Level Independent Review Panel (GF/B23/DP4)

The USG strongly supported this decision point, which approved the establishment of a High-
Level Independent Review Panel to review Global Fund fiduciary controls and oversight
mechanisms. This High-Level Panel will be co-chaired by former Secretary of Health and
Human Services Michael Leavitt and former President of Botswana Festus Mogae. The High-
Level Panel will provide a report and recommendations to the Board in the September 2011 on
the Global Fund’s current fiduciary controls and oversight mechanisms and ways these can be
further strengthened. The USG believes it is essential for the Global Fund to have robust
oversight mechanisms in place so it can provide assurances that resources are reaching those in
need and are being used to save and improve lives as effectively and efficiently as possible.

Election of Board Chair and Vice-Chair (GF/B23/DP5)

The USG supported this decision point, which appointed former U.K. Department for
International Development (DFID) Director-General Martin Dinham as Chair of the Board and
Lesotho Minister of Health and Social Welfare Mphu Ramatlapeng as Vice-Chair for a two-year
term, until the adjournment of the first Board Meeting in 2013. Both Mr. Dinham and Dr.
Ramatlapeng bring extensive experience and deep personal commitment to international
development and the Global Fund’s vital work of saving lives and reaching people in need as
effectively as possible. In a change from past practice, the Board Chair and Vice-Chair will
represent the interests of the full Board rather than those of individual constituencies or voting
blocs. The USG looks forward to working with Mr. Dinham and Dr. Ramatlapeng to advance
the Global Fund’s work in saving lives, including through rapid implementation of the
comprehensive reform agenda endorsed by the Board (see below).

Extension to the Board Committee Membership and Leadership Terms (GF/B23/DP6)

The USG supported this decision point, which extends the membership and leadership terms of
all the existing, standing, and ad hoc Board Committees, until the appointment of the incoming



Board Committee membership and leadership, which will happen no later than the last Board
meeting of 2011.

Report of the Comprehensive Reform Working Group (GF/B23/DP7)

The USG strongly supported this decision point, which embraced the Report of the CRWG and
fully supported the need for continuous reform. The Board also endorsed the broad directions of
the Plan for Comprehensive Reform (PCR) and specifically recognized its enumerated reform
objectives. The Board endorsed separate decision points on five key areas for accelerated action
toward reform as outlined below.

Plan for the Comprehensive Reform: Fiduciary Controls (GF/B23/DP8)

The USG strongly supported this decision point, which recognized that an effective system of
fiduciary controls, covering proposal development through grant implementation, is essential to
the functioning of the Global Fund. The Board requested the Secretariat to take the following
actions:
e Develop an accountability framework for fiduciary control and risk management
e Strengthen the application and enforcement of minimum Principal Recipient (PR)
requirements
e Develop a fully transparent information system and an effective communications strategy
e Develop a calibrated and differentiated response mechanism to grant oversight and
management
The Board also requested the Finance and Audit Committee (FAC) to review and refine the
position and scope of audit and investigation functions and report to the Board at its24™ meeting.

Plan for the Comprehensive Reform: Value for Money (GF/B23/DP9)

The USG strongly supported this decision point, which recognized that the Global Fund is well-
positioned to drive value for money and leverage its role as one of the primary financiers of
essential health products to improve the quality, price, design, and sustainable supply of essential
health products. The Board requested the MDC to present recommendations on ways to do this
to the Board at its 24™ Meeting in late 2011. The Board further requested the Secretariat to take
all necessary and appropriate measures to:

e Fully implement Voluntary Pooled Procurement (\VPP)

e Work with the MDC to determine reference prices to establish maximum levels of Global
Fund payments for key products with reference prices to be set at the lowest accessible
competitive price consistent with well-functioning and sustainable markets, recognizing
differences according to country income and disease burden

e Set limits on how much support the Global Fund will provide in categories of expenditure
where there is a risk of overuse or inefficiency (e.g., vehicles)

e Work proactively with PRs, Country Coordinating Mechanisms (CCMs), and technical
partners to use reprogramming within grants to ensure increased use of cost-effective
interventions to maximize health impact.

The Board requested the Secretariat to provide an annual report to the Board on its efforts to
improve value for money in Global Fund grants.



Plan for the Comprehensive Reform: Partnerships (GF/B23/DP10)

The USG strongly supported this decision point, which recognized that the Global Fund, as a
financing mechanism, is both a part of, and heavily dependent on, a partnership model in a range
of strategic functions, including developing proposals and implementing grants in countries. The
Board requested the Secretariat to undertake the following actions and report on progress at the
24™ Board Meeting:

e Strengthen country-level coordination mechanisms through formalized agreements
between in-country stakeholders to ensure effective technical cooperation, country
support, and capacity building in areas that have been identified as gaps, such as
technical, financial, and operational management.

e Use flexible funding models, where agreed by CCMs and PRs, to utilize existing grant
budgets to improve financing of partner support for grant implementation, particularly in
bottleneck situations.

Plan for the Comprehensive Reform: Business Model (GF/B23/DP11)

The USG strongly supported this decision point, which asserted that the Global Fund should
move away from a one-size-fits-all approach to risk management and instead use a differentiated
and calibrated model that allocates oversight resources based upon the risks and resources
associated with specific and diverse country contexts. Consistent with this approach, the Board
asked the Global Fund to 1) actively adapt its business model to place greater importance on
disease and health impact and value for money and 2) improve the allocation of resources by
taking into account the performance record and risk presented by the grant, PR, and country, as
well as the relative size and role of the Global Fund grants in-country. The Board requested the
Global Fund to measure the effectiveness of its business model, with particular regard to the
health impact and transaction costs on the three diseases. The Board asked for a report at its 24"
Meeting on progress towards strengthening the application of Performance-Based Funding and
tracking the enforcement of additionality (the degree to which Global Fund resources are
additional to national resources) provisions.

Plan for the Comprehensive Reform: Governance (GF/B23/DP12)

The USG strongly supported this decision point, which recognized that addressing governance
challenges will enhance the impact and management of the Global Fund, enable the Board and
Secretariat to effectively implement the reform agenda, and facilitate the next Global Fund
strategy. The Board requested that the incoming Chair and Vice-Chair, working with
committees and Secretariat as appropriate, lead and oversee a process for governance reforms
and present recommendations to the Board for approval at its 24" and 25" Meetings.

Plan for the Comprehensive Reform: Implementation of Reforms, Monitoring and Learning
(GF/B23/DP13)

The USG strongly supported this decision point, which noted the need to implement the overall
comprehensive reform agenda and asked the Secretariat and incoming Board Chair and Vice-



Chair to advance the operational and governance reforms recommended by the CRWG. The
Board noted that strategic priorities will need to be set to anchor the operational reforms in the
Secretariat’s current work plan. The Board encouraged the Secretariat to engage with the Chair,
Vice-Chair, and FAC regarding resource implications for successful implementation of these
reforms and acknowledged that it will be accountable for successful implementation. The Board
requested the Executive Director and incoming Chair and Vice-Chair to jointly submit a report at
the 24™ and 25™ Board Meeting outlining overall progress in relation to the nine reform
objectives.

Global Fund Strategy Framework (GF/B23/DP14)

The USG supported this decision point, acknowledging the first draft of the high-level strategy
document “A Strategy for the Global Fund 2012-2016,” which is intended to set out the strategic
direction of the Global Fund for the next five years. The Board requested the PSC leadership to
appoint a Working Group to work with the Secretariat on revising the draft Strategy Framework,
taking into account input from stakeholders attending the Fourth Global Fund Partnership Forum
in June 2011 in Sao Paulo, Brazil. The USG has a representative working on this Strategy
Framework Working Group, and has emphasized the importance of ensuring appropriate
linkages between the draft strategy and the comprehensive reform agenda endorsed by the Board.
The Board requested the Secretariat to submit a revised Strategy Framework, together with an
implementation plan, to the 24" Board Meeting for approval.

Replenishment of Technical Evaluation Reference Group (TERG) Members (GF/B23/DP15)

The USG supported this decision point, which appointed Mickey Chopra, Viroj
Tangcharoensathien, Atsuko Aoyama and Paulin Basinga as members of the TERG for a period
of three years until the end of the first Board meeting in 2014.

Interim measure to address challenges experienced by First Learning Wave grants based on
National Strategy Applications (NSAs) for Madagascar and Rwanda (GF/B23/DP16)

The USG supported this decision point, which allows the CCMs in Madagascar and Rwanda to
seek extension funding for their NSAs, subject to certain parameters. The Global Fund Board
approved five NSAs in a First Learning Wave in November 2009. Unlike rounds-based grants,
which have a five year life-span, these grants were limited to the lifetime of the relevant national
strategy, even if that was less than five years. At the time, the Board had called for two rounds
of funding per year, which would have been sufficiently frequent to allow countries to reapply
for funding at the end of their national strategies without a funding gap. The Global Fund has
not implemented this decision, and the HIV and TB NSAs in Rwanda and the malaria NSA in
Madagascar will expire at the end of their respective strategies, without being aligned to the
launch of either a new grant round or second wave of NSAs. This decision point allows the
relevant CCMs to seek extension funding, subject to Technical Review Panel (TRP)
recommendation and with the stipulation that the lifespan of the NSA as extended will not
exceed five years. The Board authorized the Secretariat to make limited exceptions to existing
policies and procedures to implement this decision within the parameters described in the Annex
to this decision point.



Revised Country Coordinating Mechanisms Guidelines (GF/B23/DP17)

The USG strongly supported this decision point, which approved revised Guidelines and
Requirements for CCMs. The USG believes the new CCM guidelines provide important clarity
around the CCM’s role in oversight. The revised guidelines also provide much-improved
guidance on CCM governance and ways to manage conflict-of-interest issues. The USG
believes the revised guidelines appropriately recognize the central role of governments in
leading national disease responses, while also supporting inclusive decision-making and good
governance. The Board noted that monitoring compliance with the new guidelines will require
additional resources.

Revisions to the Terms of Reference of the Technical Review Panel (TRP) (GF/B23/DP18)

The USG supported this decision point, which delegated authority to update the TRP’s Terms of
Reference to the Portfolio and Implementation Committee (PIC) to ensure they:

e Reflect the Global Fund’s Policy on Eligibility Criteria, Counterpart Financing
Requirements, and Prioritization of Proposals for Funding from the Global Fund
approved at the 23" Board Meeting (see below)

e Incorporate value for money principles, clarify language for applicants, and eliminate
duplications in the review criteria for proposals

e Adjust for recommendation categories as specified in the Periodic Reviews and
Commitments Policy and other non-material items

The revised Terms of Reference will enter into force following approval by the PIC, on or about
July 1, 2011.

Revisions to the Whistle-blowing Policies (GF/B23/DP19)

The USG supported this decision point, which approved a new, consolidated whistle-blowing
policy and procedures that will cover all Global Fund stakeholders. The USG believes replacing
the two existing policies with a single, consolidated policy for all Global Fund stakeholders will
reduce confusion and strengthen the Global Fund’s oversight framework.

Revisions to the Ethics and Conflict of Interest Policy’s Declaration of Interest Form
(GF/B23/DP20)

The USG supported this decision point, which approved a new, streamlined Declaration of
Interest form. Under the Global Fund’s Ethics and Conflict of Interests Policy, all Covered
Individuals (i.e., “a member of the Board of the Global Fund, an alternate, a member of any
committee, task force, the Technical Review Panel, or any other subsidiary body of the Global
Fund, and professional employees of the Secretariat”) are required to complete, sign and return a
Declaration of Interest to the Ethics Official each year and whenever there is a material change in
the information disclosed. The USG believes the Declaration of Interest Form will help ensure
the Global Fund applies a clear, robust standard to all relevant individuals.



Global Fund Market-Shaping strategy and Market Shaping Interventions for ARVs
(GF/B23/DP21)

The USG supported this decision point, which approved a Market-Shaping Strategy and Market
Shaping Interventions for anti-retrovirals (ARVSs) as recommended by the MDC. The strategy is
intended to improve access by Global Fund grant recipients to quality, affordable health
products. The USG is deeply committed to improving value for money in Global Fund grants
and will monitor implementation of this strategy closely.

Expediting transition to fixed-dose combinations of artemisinin-based combination therapies
(ACTSs) (GF/B23/DP22)

The USG supported this decision point, which is intended to speed the transition to fixed-dose
combinations (FDCs) of artemisinin-based combination therapies (ACTs) under Global Fund
grants by restricting PRs” ability to purchase non-FDC formulations once two or more FDC
formulations are available. Once two or more FDC ACTSs for the treatment of uncomplicated
malaria become available, the Global Fund shall notify PRs in writing and on the Global Fund
website that from 90 days after the Notification Date, Global Fund financing for that ACT
formulation can only be used to procure FDCs of that ACT formulation. For recipients of
Global Fund financing that have not procured FDC ACTs using Global Fund financing prior to
the Notification Date, a grace period of up to one year to transition to FDC ACTs can be applied
on a case-by-case basis, at the discretion of the Secretariat.

Eligibility Criteria, Counterpart Financing Requirements and Prioritization of Proposals for
Funding from the Global Fund (GF/B23/DP23)

The USG supported this decision point, which approved a new Policy on Eligibility Criteria,
Counterpart Financing Requirements, and Prioritization of Proposals for Funding from the
Global Fund. This new policy will apply to Round 11 proposals, the Second Wave of National
Strategy Applications, the Health Systems Funding Platform (HSFP) Pilot, and future funding
opportunities. The USG has a strong interest in ensuring Global Fund resources are directed
primarily to countries and regions with the greatest burden of disease and least capacity to
finance their own response. The new Eligibility and Prioritization criteria differ from the
previous criteria by:
e Requiring ALL recipients to provide some level of counterpart financing, adjusted by
income level
e Prioritizing technically sound proposals using a composite index that takes into account
technical merit, disease burden, and income level
e Establishing a targeted pool with a cumulative and per-proposal cap
e Introducing funding history as an eligibility criterion
The USG believes that as a package, the revised policy is a significant improvement on the
current criteria and will target Global Fund resources more strategically to countries and
populations in the greatest need.

Global Fund Commitment to Transparency (GF/B23/DP24)



The USG strongly supported this decision point, which reaffirmed the Global Fund’s deep and
abiding commitment to the highest standards of transparency and accountability. The Board was
unanimous in upholding its commitment to transparency and fully supportive of the steps taken
to maintain the Global Fund’s track record as an open organization. The Board further
reaffirmed the Global Fund’s commitment to a fully independent OIG as set forth in the OIG
Charter and Terms of Reference. The USG firmly believes that maintenance of a fully
independent and adequately staffed OIG is a vital element of the Global Fund’s overall
assurance framework. The USG and the full Board look forward to the report of the High-Level
Panel on existing oversight arrangements and ways to further improve Global Fund’s fiduciary
controls and oversight mechanisms.

Exceptional Extension Funding Related to the Timing of the Approval of Round 11
(GF/B23/DP25)

The USG supported this decision point, which allowed grant recipients with grants reaching the
end of their Phase 2 terms before Round 11 proposals are approved to seek Exceptional
Extension Funding to ensure that the timing of Round 11 approvals does not result in short-term
funding gaps. The USG is committed to ensuring successful programs under expiring grants are
supported and avoiding short-term program disruption as a result of the Round 11 timeline.

Approval of the Public Release of the Investigation Report on Mali Grants (GF/B23/DP26)

The USG supported this decision point, which approved the public release of the redacted
version of the OIG Report of Investigation of Mali Malaria (Round 4 and 7) and TB (Round 1
and 6), and authorized the IG to make this redacted report publicly available on the OIG website.
The Board and FAC approved limited redactions to the report under the Global Fund’s
Disclosure Policy in order to protect the due process rights of implicated officials and preserve
the ability of the Global Fund and national authorities to take action against individuals
implicated in fraud.

Approval of 2010 Financial Statements (GF/B23/DP27)

The USG supported this decision point, which approved the 2010 Financial Statements of the
Global Fund as audited by Ernst & Young. Ernst & Young perform annual, routine audits of the
Global Fund Secretariat and the Financial Statements of the Global Fund’s Trustee account.

Communication of Losses and Recoveries arising from OIG Audits and Investigations
(GF/B23/DP28)

The USG supported this decision point, which requested the Global Fund Secretariat and OIG,
under the oversight of FAC, to jointly publish before each regular scheduled meeting of the
Board, a Losses and Recoveries Report containing an updated Losses and Recoveries table and
relevant background information. The Board requested the FAC to oversee the creation this
report and table, ensure requests for clarifications are addressed, and report to the Board on their
oversight of this process. The table shall contain information on identified losses when:



e The principle of country ownership has been respected by notifying the relevant CCM
and entities involved of the details of the losses claimed, allowing an appropriate time for
these entities to respond and for this response to be incorporated by the OIG in its
publicly available reports.

e The details of losses identified have been submitted to the Global Fund Secretariat and
Secretariat comments have been considered by the OIG.

e The Global Fund’s Legal Counsel has made a determination that the Global Fund is
entitled to make a claim for recovery against an entity based on the work of the OIG.

e These figures have been made public, i.e., the OIG has reported the loss figure in a public
audit or investigation report, through the OIG Progress report to the Board, which will
also be made public, or in writing to the FAC.

The Board requested the FAC to review the usefulness of the Losses and Recoveries before the
second Global Fund Board meeting of 2012 and further requested the High-Level Panel to
provide guidance on the issues surrounding the communication of the scale and evolution of
losses in Global Fund-supported programs as part of their interim report. The USG strongly
supports full, accurate, timely, and contextualized communication of losses and recoveries of
Global Fund resources.

Approval of the 2010 Annual Report (GF/B23/DP29)

The USG supported this decision point, approving the Annual Report of the Global Fund. The
Secretariat produces the Annual Report, which summarizes the Global Fund’s pledges and
contributions received, approved grants, activities, achievements, and financial statements.

Outgoing Chair and Vice-Chair of the Board (GF/B23/DP30)

The USG supported this decision point, in which the Board of the Global Fund expressed its
deep appreciation to Ethiopian Minister of Health Tedros Adhanom Ghebreyesus for his tireless
leadership as Chair of the Board and to Bill and Melinda Gates Foundation Director of Global
Health Policy and Advocacy Ernest Loevinsohn for his distinguished service as Vice-Chair.
Together, they led the Board with commitment and determination, supported the development of
a comprehensive reform agenda, and led the Board to consensus around Round 9 and 10 grant
approvals as well as the timing of and development of eligibility and prioritization criteria for
Round 11. The USG joined the Board in commending the outgoing Chair and Vice-Chair on
their commitment and determination.



