U.S. Government Positions on Decision Points from the
Twenty-Fifth 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 U.S. Government’s (USG) contributions to and engagement with the
Global Fund are a central element of its strategy for achieving success in the fight
against HIVV/AIDS, tuberculosis (TB), and malaria. The Global Fund is a unique
funding model that relies on partnerships among governments; civil society,
including community and faith-based organizations; international organizations;
bilateral and multilateral donors; the private sector; and affected communities in
the fight against the three diseases. Founded in January 2002 as an independent,
non-profit foundation under Swiss law, the Global Fund operates as a financing
instrument — not as an implementing entity — to attract and disburse resources to
prevent and treat the three diseases. The USG, as a founding member of the
Global Fund and its first and largest donor, continues to play a leadership role in
ensuring the success of this important international effort.

The USG is the largest bilateral donor to the Global Fund, having
contributed nearly $6.1 billion since 2002. As of December 2011, the Global Fund
Board has approved $22.6 billion in performance-based grants for more than 600
programs in 150 countries. Since 2003, this funding has provided HIV/AIDS
treatment for 3.3 million people, TB treatment for 8.6 million people, and
distributed 230 million insecticide-treated bed nets for malaria prevention.

The Global Fund held its 25" Board Meeting on November 21-22, 2011, in
Accra, Ghana. The Board made difficult, but productive decisions in the face of
resource constraints on the Consolidated Transformation Plan, Five-Year Strategy,
governance reform, modifications to Round 11, and a performance assessment of
the Executive Director and the Inspector General.

The USG holds a permanent seat on the Global Fund Board and actively
participates on several Board committees and working groups, including the Policy
and Strategy Committee (PSC), Portfolio and Implementation Committee (PI1C),
and the Market Dynamics and Commaodities Ad Hoc Committee (MDC). A
representative from the United States delegation also participated as an invited
observer at the 17" meeting of the Finance and Audit Committee (FAC) Sub-
Committee on Office of Inspector General (O1G) Matters.

At the 25" 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
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Ambassador Nils Daulaire (Director, Office of Global Affairs, Department of
Health and Human Services).

All decisions taken at the meeting and Board reports are available online at:
http://www.theglobalfund.org/en/board/meetings/twentyfifth/. USG positions on
these decisions are summarized below.

U.S. Government Positions on Board Decision Points

Appointment of Rapporteur (GF/B25/DP1)

The USG supported this decision point, which designated Mr. Alvaro
Bermejo from the Developed Country NGO 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-Third Board Meeting (GF/B25/DP3)
The USG supported this decision point.

Approval of the Report of the Twenty-Fourth Board Meeting (GF/B25/DP4)
The USG supported this decision point.

The Global Fund Strategy 2012-2016 (GF/B25/DP5)

The USG helped to develop the Global Fund’s new Strategy 2012-2016,
along with implementing countries, and strongly supported its adoption. This
decision point approved the Strategy Framework for 2012-2016, endorsed in
principle key Strategic Actions, and affirmed the Strategy’s vision of a more
vibrant, engaged institution working more closely with countries to achieve results.
The Fund has been undergoing a broad and deep reform effort, backed by the
USG, that will ensure funds are used effectively and efficiently. To that end, the
new Framework adopted by the Board improves the Fund business model and
operations.
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The new Strategy will end the round-based funding that has been in place
since the inception of the Global Fund and move to a more flexible, sustainable,
and predictable funding model with a more iterative proposal development process
and greater focus on high-impact interventions. The Strategy authorizes the Global
Fund Secretariat to engage in a more robust dialogue with countries around their
renewal requests as well as new grant proposals, and is intended to facilitate
reprogramming to improve program performance. This important new Strategy
creates an opportunity for bilateral, multilateral, and other technical partners to
provide input into the review process and potential reprogramming of Global Fund
grants. The USG believes the Strategy Framework will move forward key reforms
agreed by the Board around improved management, oversight, and a revised
funding process. The transition to the new model will begin immediately.

The Board requested that the Secretariat commence implementation of the
strategy, overseen by the Strategy, Investment and Impact (SI1) Committee, and
asked that the SIl Committee provide the Board with a progress update at the 27"
Board Meeting and regularly thereafter.

Approval of the Consolidated Transformation Plan (GF/B25/DP6)

The Board approved the Consolidated Transformation Plan (CTP) in order
to transform the Global Fund into a more efficient and effective financing
institution in the fight against AIDS, TB, and malaria. The USG strongly
supported this decision point and looks forward to the Global Fund’s continued
implementation of reforms.

The CTP outlines actions in six key areas to meaningfully improve Global
Fund grant impact, internal management, governance, and fiduciary controls. The
plan incorporates the recommendations of the High-Level Panel adopted at the 24"
Board as well as the Plan for Comprehensive Reform (PCR) endorsed at the 23"
Board. The CTP includes specific deliverables and timelines so that the Board can
use to track progress toward full implementation and broadly reflects the USG’s
reform priorities. The plan is available at
http://www.theglobalfund.org/documents/board/25/BM25_04ConsolidatedTransfo
rmationPlan_Report_en/.

The Secretariat, OIG, and the Board Chair and Vice-Chair were charged
with implementation, and will provide a comprehensive progress update at both
Board meetings in 2012. The CTP will be evaluated during the first Board meeting
in 2013 to identify any appropriate adjustments. The Secretariat will provide a
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detailed costing of the CTP within the 2012 Operating Expenses Budget by
January 31, 2012.

Governance Reform (GF/B25/DP7)

The USG supported this decision point outlining the governance reform plan
and endorsing the new bylaws, Charters for three new standing committees, the
Terms of Reference (TORs) for the Coordinating Group, and the operating
procedures for the Board and Committees. The three new committees — Strategy,
Investment and Impact; Finance and Operational Performance; Audit and Ethics —
will replace the existing six committee structure. This decision builds upon the
Board’s initial governance reform proposals approved at the 24™ Board Meeting.
Drawing on further consultations between May 2011 and October 2011, the
recommendations of the High-Level Panel, and legal and other professional advice,
the Board adopted the full Governance Reform Package at this meeting.

TERG Replenishment (GF/B25/DP8)

The USG supported this decision point, which extended the terms of current
Technical Evaluation Reference Group (TERG) members Minister Dorothée Kinde
Gazard, Professor Wim Van Damme, Mr. Stein-Erik Kruse, Dr. Kumaraswami
Vasanthapuram, and Dr. Lixia Wang until the completion of the recruitment and
selection of new TERG members, in order to allow time for the new Strategy,
Investment and Impact (S11) Committee to conduct an open, transparent, and
criteria-based process for recruitment and selection of new TERG members.
Recruitment and selection of new TERG members will be managed by the Slli
Committee moving forward.

The Global Fund Evaluation Strategy 2012-2016 (GF/B25/DP9)

The USG supported this decision point, which approved the Global Fund
Evaluation Strategy for 2012-2106 with the acknowledgement that the Evaluation
Strategy may be further revised to reflect the final Global Fund Strategy 2012-
2016, approved during this Board meeting. The Board requested that the TERG,
through the SI1 Committee, submit a revised Evaluation Strategy and first annual
implementation plan at the 26™ Board Meeting for approval, with subsequent
annual implementation plans submitted each year.
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Review of the Corporate Performance Framework (GF/B25/DP10)

The USG supported this decision point, which endorsed the findings of an
independent review of the Key Performance Indicator (KPI) Framework, and the
Board’s request that the Secretariat revise the KPI Framework to take into account
the independent review, High-Level Panel recommendations, and the Global Fund
Strategy 2012-2016. The Secretariat will review and revise the KPI Framework
and submit it for Board decision. The Secretariat was also asked to sufficiently
resource the Framework to allow for reporting to the relevant Board committees.
The USG continues to support performance-based funding disbursement decisions
that differentiate and actively manage risk, while maintaining an appropriate
balance of speed, volume, and quality.

TRP Membership (GF/B25/DP11)

The USG supported this decision point, which authorized the Technical
Review Panel (TRP) Chair and Vice-Chairs to add members to the TRP as required
for a given round of proposals from the TRP Support Group, a pool of approved
technical experts. When additional members are added to the TRP, the TRP
leadership shall report such additions to the relevant Board Committee. In the light
of the governance reforms, the USG felt that TRP leadership should be given the
flexibility to decide on the TRP members for each round, and emphasized the
importance of ensuring balanced regional representation, technical expertise,
financial background, and programmatic experience among TRP members.

Approval of Voluntary Dispute Resolution Process (GF/B25/DP12)

The Board approved the adoption of a VVoluntary Dispute Resolution Process
to provide Principal Recipients (PRs) with a non-binding alternative to arbitration
to resolve disputes related to OIG audit or inspection reports. The USG supported
the adoption of a less resource-intensive and less litigious process to mediate
disagreements between PRs and the OIG. The USG remains supportive of the
critical role of the Global Fund OIG’s work and findings to rooting out fraud and
waste

The Global Fund Medium-Term Human Resources Strategy (GF/B25/DP13)
The USG supported the approval of the Global Fund Medium-Term Human

Resources Strategy, and hopes that this strategy will further the Secretariat’s ability
to implement reform under the CTP.



Appointment of Committee Leadership (GF/B25/DP14)

The USG supported this decision point, which appointed new committee
leadership. The Board appointed Todd Summers (Private Foundations) and Shaun
Mellors (Communities) Chair and Vice-Chair, respectively, of the Strategy,
Investment and Impact Committee for two-year terms. The Board appointed
Viorel Soltan (Eastern Europe and Central Asia) and John Monahan (United
States) Chair and Vice-Chair, respectively, of the Finance and Operational
Performance Committee. The Chair and Vice-Chair of both committees will be
neutral and non-voting.

The Board also ratified the Board Chair and Vice-Chair’s selection of Brian
Brink (Private Sector), Claude Rubinowicz (France), and Karlo Boras (Developing
Country NGO) to serve as members of the Audit and Ethics Committee; Brian
Brink will serve as Vice-Chair of the committee. The remaining four seats are
reserved for independent experts who will be selected by the Coordinating Group.

2012 Operating Expenses Budget (GF/B25/DP15)

The USG supported this decision point, which approved a budget ceiling for
the 2012 Operating Expenses Budget of USD $369.9 million, subject to a final
exchange rate analysis to the newly constituted leadership of the Finance and
Operational Performance Committee and Board Chair and Vice-Chair before the
end of 2011. This is an increase from the 2011 budget, and includes
supplementary costs to support reforms, including increases for the Secretariat
expenses, Local Fund Agents (LFAS) capacity building, Country Coordinating
Mechanism (CCM) support, the Vice-Chair of the Board, and the OIG. The 2012
budget will support implementation of the CTP and includes 25 new temporary
Secretariat FTE, five new permanent OIG staff, and one position to support the
Board leadership.

The 2012 Operating Expenses Budget includes a $3 million contingency
fund within the budget of the OIG. The Board noted that the use of these
contingency funds is conditional upon advance approval by the Finance and
Operational Performance Committee on the recommendation of the Audit and
Ethics Committee.
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Modification of Grant Renewals and Transition to New Funding
(GF/B25/DP16)

The USG supported this decision point. In light of revised resource
constraints and the adoption of the new Strategy, the Board converted Round 11 to
a transitional funding mechanism and adopted several measures to ensure strategic
investments and preserve continuation of essential prevention, treatment, and care
services by current Global Fund grantees.

In order to make funds available for program continuity, the Board agreed
to: (1) adapt grant renewal policies and processes, and (2) revise the application
and approval process for all grant renewals effective January 1, 2012. In addition
to these two broad changes, G-20 countries in the Upper-Middle Income (UMIC)
category with less than an extreme disease burden will be ineligible for grant
renewals or new grants, with one-year transitional funding made available to
affected countries with grant renewals in 2012. A one-year grace period for
changes in income classification is no longer applicable. The Board further
decided that the total funding approved for grant renewals for Low Income
Countries (LICs) will be no less than 55% of any annual funding window. The
counterpart financing and “focus of proposal” requirements under the Eligibility,
Counterpart Financing and Prioritization (ECFP) Policy will be applied to
countries undergoing Phase 2 renewal reviews. In addition, the Board agreed to
fund these grant renewals in one-year commitments through 2014.

The Board also approved a new funding opportunity; with plans to solicit
applications in 2013, with Board approval in early 2014, when the next three-year
Replenishment cycle begins. No recipients will be forced to suspend any essential
services as a result of this decision. EXxisting grantees with grants expiring between
January 1, 2012 and March 31, 2014, may apply for up to two years of additional
funding if necessary to ensure continuation of essential prevention, treatment, and
care programs currently financed by the Global Fund. The Global Fund will work
with technical partners, including the USG, in developing clear guidance for the
Transitional Funding Mechanism (TFM) and in determining which countries
would be at risk of program disruption in the absence of follow-on funding.

The Board directed the Global Fund Secretariat to work with countries and
partners to capture any changes in demand for programs and health systems
strengthening. It also urgently called upon donors to actively consider measures to
increase and accelerate funding and upon implementing country governments to
increase their domestic investments in health.



The Secretariat will continue to provide additional information and guidance
on the modification of the renewals process and TFM as they become available.
The USG will work closely with field teams to respond to the Global Fund’s
guidance, to mitigate the potential impact on USG programs, and to continue to
strengthen Global Fund grant implementation and performance.



