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The Administration provides this Report pursuant to section 202(c) of Public Law
108-25, as amended, the “United States Leadership Against HIV/AIDS,
Tuberculosis, and Malaria Act of 2003 (“The Act”), which requires the President
to “submit to the appropriate Congressional Committees a report on the Global
Fund to Fight AIDS, Tuberculosis and Malaria (The Global Fund), including
contributions pledged to, contributions (including donations from the private
sector) received by, and projects funded by the Global Fund, and the mechanisms
established for transparency and accountability in the grant-making process.”



Introduction

The United States, 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 Global Fund is based on a unique 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
HIV/AIDS, tuberculosis (TB), and malaria. 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
additional resources to prevent and treat these three deadly diseases. The Global
Fund allows donors to pool their resources and finance essential programs in
resource-limited settings.

Today, less than five years after its launch, the Global Fund is fully
operational and still faithful to the core principles of its design. For example, the
Fund’s operating expenses for the 2004-2005 period were $125 million, or 6.9
percent of total expenditures, evidence of its commitment to remain a streamlined
financing agency.

The Global Fund has made strides in tapping private sector support too. In
January 2006, the Executive Director of the Global Fund announced a new
corporate initiative designed to deliver a sustained flow of private-sector resources
to the Global Fund, called Product RED. Under this campaign, international
brands have designated products that will bear the RED mark, indicating that a
portion of their profits from the sale of these products go to the Global Fund.
Launching partners of Product RED include American Express, Converse, Gap,
and Giorgio Armani. As of December 2006, Product RED had already raised
nearly $11 million in resources for the Global Fund.

The U.S. contribution to the Global Fund is an important part of an
unprecedented commitment by the United States to combat HIVV/AIDS globally.
The President’s five-year, $15 billion commitment under his Emergency Plan for
AIDS Relief (PEPFAR) - including bilateral and regional funding, international
HIV/AIDS research, and contributions to multilateral organizations like the Global
Fund — is the largest international health initiative in history led by one nation to
address a single disease. In the first three years of PEPFAR, the United States
contributed $1.9 billion to the Global Fund. U.S. pledges to the Global Fund since
its inception through 2007 total more than $2.3 billion.



The existence of the Global Fund is both an invitation and a challenge to the
rest of the international community to join together to fight these three diseases. It
Is in the interest of the United States, as well as in the interest of all people who are
struggling against HIV/AIDS, TB and malaria, to ensure the Global Fund is an
effective, efficient, and successful partner. The U.S. Government thus puts a
priority on coordinating its bilateral Emergency Plan programs with the Global
Fund and contributing significantly to enhancing the performance of Fund grants
on the ground.

During 2006, The Global Fund Board and Secretariat worked successfully
on shortening the lengthy Fund grant competition processes and speeding
disbursements to country programs. To help support this goal, the U.S.
Government launched a $12 million program to provide technical assistance to
countries struggling with project bottlenecks, with a particular emphasis on TB
prevention and treatment.

The Board’s Policy and Strategy Committee, under U.S. leadership, made
significant progress on implementing a new five-year strategy, including institution
of a new funding-extension mechanism for high-performing grants.

The United States remains committed to helping the Global Fund overcome
the inevitable hurdles it faces as it continues to grow and develop. Through
membership on the Global Fund’s Board and its Committees, and both formal
representations and informal discussions with the Fund’s Executive Director and
Secretariat staff, the United States is working to ensure that the Global Fund:

e Operate with appropriate transparency and accountability;

¢ Maintain its performance-based funding approach and unique financing
role in the global response to AIDS, TB and malaria; and

e Achieve maximum effectiveness.

The United States sees the Global Fund as part of a long-term strategy which
will provide financing to enable developing countries to respond to the challenges
of HIV/AIDS, TB and malaria. Coupled with the rapid, highly effective action of
the bilateral program, the U.S. Government has a comprehensive and coordinated
approach to Global HIVV/AIDS through PEPFAR.

With the assistance of U.S. field staff and an inter-agency core team in
Washington, D.C., the United States actively contributes to discussions on Global
Fund policies and procedures at the Board and with the Geneva-based Secretariat,
and on grant implementation in recipient countries.



Consistent with the requirements of section 202(c) of Public Law 108-
25, this Report is organized into the following three sections:

. Funds Pledged and Contributed
Il.  Projects Funded and Disbursements
I11.  Transparency and Accountability

I. Funds Pledged and Contributed

The Global Fund Secretariat reports two sets of data on donations.
“Pledges” represent promised monies that the Global Fund has not yet received.
“Contributions” are those monies donors have actually transferred to the Global
Fund’s bank account, held by the World Bank as Trustee." The Global Fund
maintains a website with an up-to-date listing of all pledges and contributions, as
well as descriptions of funded projects and disbursements at
www.theglobalfund.org/en/.

Consistent with the Leadership Act, as amended by Section 595 of the
Consolidated Appropriations Act of 2004 (P.O. 108-99), the U.S. Global AIDS
Coordinator (the Coordinator) uses July 31 as the “snapshot” date for calculating
the potential U.S. Government contribution and determining how to use any
amount of the appropriation that is not available for contribution.

Pledges

Pledges through 2008 (as of December 13, 2006) (See Appendix 1):
$9.0 billion total pledged through 2008 by all donors (Governments,
foundations, not-for-profit organizations, corporations, and private
individuals or groups):
e $8.6 billion from all Governments (including the United States);
e $450 million from a foundation;
e $4.0 million from corporations, individuals and other entities; and
e United States pledges to date: $2.5 billion, or 26 percent of total
pledges.

! The Global Fund also maintains a bank account with Credit Suisse in Geneva, which receives certain small
donations that count toward the contribution total. See Section Il for more details on this account, and some
concerns the U.S. Government has about its use.



Pledges from all donors for the Global Fund’s 2006 fiscal year (which
corresponds to the calendar year) amount to $2.2 billion; of this amount $1.6
billion is from non-U.S. Government donors. These pledges, if contributed in full,
are an increase of $650 million above the amount donors provided in 2005.

Through the Global Fund’s voluntary replenishment process in 2005, the
United States made a commitment of $600 million for the period 2006-2007.
However, the Fiscal Year (FY) 2006 enacted appropriations provided $244.5
million beyond the President’s budget request, bringing the FY 2006 amount to
$544.5 million. Combined with the President’s budget request for FY 2007 of
$300 million, the U.S. pledge is $844.5 million to the Fund over the biennium.

Contributions

Contributions received since the inception of the Global Fund, as of December 13,
2006° (See Appendix 2):
e $6.6 billion total;
e $6.4 billion from all Governments, of which: $1.9 billion, or 29
percent of total contributions, is from the United States; and
e $250 million from a foundation.

For FY 2005, the United States was able to make its full contribution of
$435 million® in a manner consistent with the 33 percent ceiling on U.S.
Government contributions®, less deductions of $20,998,751.42 pursuant to Sections
202(d)(4)(A)(ii), and (v) of the Act.> In addition to the deductions required by the
Act, the Coordinator temporarily withheld an amount of $62 million, pursuant to
Section 525 of the Foreign Operations, Export Financing and Related Programs
Appropriations Act of 2005, until the Coordinator could certify the Global Fund
Secretariat had fulfilled the conditions of Section 525 (P.L. 108-447). The

2 Does not include second tranche of the United States FY 2006 contribution, which may total $140 million.

® The FY 2005 contribution of $347.2 million includes $248 million from the U.S. Agency for International
Development and $99.2 million from the U.S. Department of Health and Human Services (HHS), in addition to
$87.9 million held over from the FY2004 appropriation.

* Section 202(d)(4)(A)(i) of the Act, as amended.

> Sections 202(d)(4)(A)(ii), (iii) and (v), as amended, generally provide that the United States must withhold from its
contribution to the Global Fund certain amounts if the President makes certain determinations regarding the Global
Fund's activities. In particular, such determinations include whether the Fund has provided assistance to a country,
the Government of which the Secretary of State has determined, for the purposes of section 6(j)(1) of the Export
Administration Act of 1979 (50 U.S.C. App. 2405(j)(1)), has repeatedly provided support for acts of international
terrorism; and, whether the salary paid to any individual employed by the Fund exceeds the salary of the Vice
President of the United States. The President has delegated the responsibility for making these determinations to the
U.S. Global AIDS Coordinator.



Coordinator made this certification on February 13, 2006, as previously notified to
Congress, and he transferred the remaining $62 million to the Global Fund’s
Trustee.

The United States and the Global Fund leadership continue to urge other
donor nations (especially in the G-8), the private sector and private citizens around
the world to leverage their investment to the Global Fund by maximizing the
potential U.S. contribution, in accordance with limitation that U.S. contributions
cannot exceed 33 percent of total contributions. The United States continues to see
the Global Fund in general, and the statutory cap on the size of the U.S.
Government’s contribution to the Fund in particular, as catalysts to encourage
greater investment by other donor countries, the private sector, and individuals in
the fight against HIVV/AIDS, TB, and malaria.

Private-Sector Contributions

Of the $6.6 billion in contributions received, the Fund has collected $267
million from the private sector and other non-governmental sources since its
inception. Of this amount, $250 million was from the Bill and Melinda Gates
Foundation. During 2006, the Global Fund only received $250,000 from the
private sector.

Because President Bush and the other founders of the Fund meant the
organization to embody the principle of public-private partnership, committed to
gathering resources from across the spectrum of possible donors, increasing private
funding is an important challenge for the Fund Board. The Product RED campaign
IS a promising initiative in this direction. The United States also notes the
importance of private-sector participation in the Fund in non-monetary ways, such
as through in-kind donations, involvement in Country Coordinating Mechanisms
(CCMs) and through active participation in the Global Fund Board and its
Committees.

Nonetheless, promoting increased corporate financial contributions directly
to the Global Fund remains a difficult task. Most private companies of any
significant size run their own corporate philanthropy programs, and are reluctant to
dilute their brand equity in those efforts by making contributions to a pooled
financial mechanism. The opposition of many Board members against in-kind
contributions from the private sector has also discouraged some in the corporate
world from seeking to give more generously.



The current policy is to allow the Secretariat to accept in-kind donations for
Secretariat activities and to allow individual CCMs the discretion to accept in-kind
contributions. Prompted in part by the offer of in-kind pharmaceuticals from the
new UNITAID financing mechanism — which commits revenue raised from taxes
on certain airline flights® toward the purchase of pharmaceuticals — the Board is
currently reviewing the issue of in-kind donations from the private sector. The
United States remains committed to promoting a policy that facilitates the broader
availability of in-kind donations.

Il. Projects Funded and Disbursements

The Global Fund commits its resources to projects via periodic “Rounds.”
The Global Fund Board initiates grant Rounds, and approve guidelines for
proposals (See Appendix 3 for a timeline of Rounds). The Global Fund Secretariat
then begins the process of proposal solicitation. In most cases, within each country
or region proposals initially go to CCMs. The CCM functions as an in-country
committee that includes a broad range of stakeholders, including Government,
non-governmental organizations, academic institutions, people who are living with
the diseases, faith-based organizations, the private sector, and bilateral and
multilateral donor representatives.

Since the Global Fund began operations in January 2002, it has disbursed a
total of $3.1 billion to grantees.” In Rounds One through Six, the Board approved
more than 448 proposals worth $6.9 billion, in 136 countries, including five
regional programs. This includes 199 requests for Phase Two funding, worth $2.2
billion.

The Global Fund Secretariat has signed 396 grant agreements that total $5.3
billion, in 131 countries.®

Sixty percent of funding proposals approved (by dollar amount) by the
Board during the first six rounds are dedicated to HIV/AIDS, twenty-two percent

® Currently, airline tickets purchased in France, the United Kingdom, Norway, Chile and Brazil are subject to this
levy, in varying amounts.

™Disbursement" refers to money released by the Secretariat and sent from the Trustee to the PRs. This figure does
not take into account whether the PRs have expended these funds. As of April 2006, according to an estimate
provided by the Secretariat, PRs had expended $550 million of the $2.2 billion disbursed by the Trustee. This figure
of PR expenditures likewise does not distinguish between money transferred to Sub-Recipients, and actual
expenditures by Sub-Recipients.

& A number of the 331 approved proposals were split into multiple grant agreements with separate PRs when signed,
which is why the number of signed grant agreements is larger than the number of Board-approved grants.



to malaria, seventeen percent to TB, and one percent to integrated or health-system
strengthening projects.

As previously mentioned, under the Global Fund’s Comprehensive Funding
Policy (CFP), the Global Fund Board can approve grants against confirmed pledge
amounts it expects donors to contribute prior to the time of grant signing. The
Secretariat may only sign grants based on money in hand.

At the 14" Global Fund Board Meeting in November 2006, the Board
approved 85 Round 6 proposals. By the time of the Board meeting, Global Fund
pledges were sufficient to fully cover the cost of all approved Round 6 proposals.

I11. Transparency and Accountability

Because the Global Fund is a young institution, the United States and other
Board Members continue to play an active role in helping the Secretariat establish
internal governance mechanisms that ensure adherence to transparent, accountable
and efficient operating procedures. The establishment and maintenance of rigorous
standards of administration and oversight are critical to guaranteeing the long-term
success of the Global Fund.

A. Global Fund Internal Management

Grant Management

With nearly 400 grants under active management as of December 2006, the
Global Fund Secretariat faces an enormous task in ensuring proper financial
management of its projects. There is some evidence that the hectic pace of work to
conclude grant-signing negotiations has impeded the Global Fund Secretariat’s
grant monitoring efforts. Although the Secretariat's portfolio management team has
grown, and will add new staff in 2007, we remain concerned that Portfolio
Managers in Geneva are not always able to assess grant performance adequately,
often because of incomplete information they receive from PRs, CCMs, and Local
Fund Agents (LFAS).

Senior managers at the Global Fund routinely rely on external sources,
including the U.S. Government and other donors, to provide them with often-
sensitive information on how grants are progressing. Acting on appeals from the
United States and the European Commission, the Global Fund investigated
allegations of malfeasance for grants in Ukraine in 2004 and Uganda in 2005.
Although the Global Fund Secretariat suspended these grants until it could ensure



the CCMs had resolved the concerns, in neither of these instances did the Fund's
own internal oversight mechanisms identify the problems. The United States has
similarly worked with other donors to highlight difficulties with the HIV grants in
Burma, Cote d’Ivoire, Kenya, Nigeria, and South Africa.

In 2005 the Global Fund Secretariat set up an early warning system (EARS)
to flag grants in difficulty and notify relevant CCMs and PRs. In some cases,
EARS prompted significant improvement in grant performance, although the
system has been hampered by worries over stigmatization. The Secretariat is
currently working on a revised and improved system to share such early-warning
information more publicly, so that the U.S. and other donors who are prepared to
support technical assistance can take more timely action.

Performance-Based Disbursements

The Global Fund’s performance-based approach — in which the Secretariat
instructs the Trustee to make incremental disbursements against grant awards,
based on concrete measures of progress — is designed to ensure recipients use funds
efficiently to scale up proven interventions. The Secretariat, however, has not
implemented this model thus far exactly in the manner envisioned by the U.S.
Government at the founding of the Fund.

In a study released in June 2005, the U.S. Government Accountability
Office (GAOQ) noted the Fund Secretariat did not always base its disbursement
recommendations on documented results or even adequate information on
expenditures. Portfolio Managers also appear to have had difficulty in enforcing
the requirement for quarterly disbursement reports, and, in 2005, the Fund changed
its policy to biannual reporting instead.

Likewise, the U.S. Government was concerned to learn from the Global
Fund’s Deputy Executive Director, in her report to the 13th Board Meeting, that
“staff were caught in a dilemma between the conflicting demands of the Board and
senior management for rapid grant approvals and disbursement, and a significantly
increasing focus on documentation for results, risk assessment and detailed internal
accountability.” The U.S. Delegation will continue to raise questions about these
practices over the coming year, and consider appropriate responses.

1 GAO: "The Global Fund is Responding to Challenges but Needs Better Information and Documentation for
Performance-Based Funding," June 2005. GAO-05-639.



Grant Renewals and Terminations

As of December 2006, the Global Fund had considered more than 200 grants
for continued funding into “Phase Two,” which covers years three through five of
any grant. The Global Fund Board considers all Phase Two renewals decisions on
the basis of a recommendation from the Secretariat. In many cases, the Secretariat
presents a renewal recommendation for funding amounts smaller than the five-year
“ceiling” amounts approved notionally by the Board at the grant's inception,
typically because of somewhat weak performance. In eight of these cases, the
Secretariat recommended that the Board cancel grants entirely because of
inadequate performance.

In all but one of these eight recommendations for cancellation, however, the
Board voted initially to oppose the Secretariat's recommendation for termination of
the grants. Under Global Fund procedures, when the Board opposes a Secretariat
recommendation, this serves to send the Phase Two proposal back to the
Secretariat for review and clarification. After one or two months in which the
Secretariat seeks to address the issues raised by Board Members, the proposal goes
back again to Board for a vote. Because the Global Fund Board is a consensus-
based body, a two-thirds majority of both the “donor” and “recipient” blocs of the
Board, which have ten members each, must approve any decision. Therefore, a
blocking minority of only four votes is sufficient to reject a Secretariat
recommendation. If the Board rejects the Secretariat recommendation a second
time, the matter goes to an independent review panel, and the Board must consider
the panel's findings and make a final decision at its next scheduled Meeting.

These procedures have led to the circumstance in which blocking minorities
of Board members can easily reject Secretariat “No-Go” recommendations, which
forces an extended re-examination of the proposals. However, in the event the
Secretariat or the Independent Review Panel changes its recommendation to a
“Go,” the Board must also vote affirmatively by a two-thirds majority of each bloc
to approve funding. As a result, these procedures have created a circumstance in
which it is easy to assemble a minority voting bloc that can delay the cancellation
of a grant for several months, but then it is equally difficult to assemble the
sufficient majority eventually to approve funding for these grants.

Understanding that these procedures have become a formula for extended
deliberation of grant proposals that is not likely to lead to a different outcome upon
final consideration, the Board is currently reviewing its Phase Two approval
policy. The Board approved some modifications to the policy at the November
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2006 Meeting, and hopes to refine the process further at the 15" Meeting in April
2007.

However, there was at least one instance in 2006 in which the Secretariat
chose initially to ignore the results of a negative Board vote on one grant approval
recommendation. In this instance, the Secretariat had presented a Kenya HIV
grant to the Board for consideration, with a “Conditional Go” recommendation.
After consultation with U.S. Government staff in Kenya, the U.S. Delegation to the
Fund Board decided to cast a “No” vote on the Secretariat’s recommendation. At
least six other donor-bloc delegations supported the U.S. Delegation’s position and
called upon the Secretariat to review its conditions and present the matter to the
Board a second time. Nevertheless, the Secretariat chose to view the “No” vote
instead as support for approval of the grant, with concerns to be raised during
negotiation of the final grant agreement. The Secretariat disclosed that it chose to
adopt this interpretation of the Board vote despite advice from its own General
Council in advance that such a decision would not be consistent with the Global
Fund’s policies approved by the Board.

The U.S. Delegation to the Fund Board, along with several other Board
Members, expressed strenuous objection to this decision, and the Secretariat
reversed its decision and agreed to resubmit the grant renewal in question to the
Board a second time, after modification of the conditions. The U.S. Delegation
was pleased the Secretariat worked closely with Emergency Plan personnel in
Kenya on the drafting of the new conditions, and we supported the second
recommendation for conditional renewal.

The Office of the U.S. Global AIDS Coordinator views this incident as part
of an occasional pattern of Secretariat circumvention of the institution's stated
policies, making decisions on its own that properly belong to the Board.

However, during the latter part of 2006, the Secretariat appeared to adopt a
tougher stance against non-performing grants by setting and adhering to conditions
and withholding disbursements when conditions were not met.

LFA Operations

Local Fund Agents (LFAS) are meant to exercise a critical oversight function
In recipient countries by screening the capacity of implementing organizations and
partners, monitoring the progress of disbursements through annual audits,
supporting and strengthening the financial and program capacity of implementers,
and making related recommendations to the Global Fund Secretariat. The LFAs do
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not manage or implement the funded proposals. Their local presence is meant to
ensure the maintenance of accountability. This is an essential role, given that the
Secretariat does not have any staff located outside Geneva.

Over the past year the Secretariat has taken steps to clarify the roles and the
authority of the LFAs, although their functioning remains an area of concern. The
U.S. Government has received reports that LFA audits are widely variable in their
thoroughness and quality. The U.S. Delegation to the Fund Board does not have
clear evidence of how well this review system works, the type and quality of
information the LFASs provide, or any deficiencies in their role as an evaluative
tool.

Two or more studies are currently underway to evaluate the role and
performance of the Fund’s LFAs. The U.S. looks forward to the results, and plans
to play an active Board role in implementation of appropriate recommendations for
change.

Global Fund Operating Expenses

In 2005, Global Fund operating expenses totaled $73.8 million dollars.
When measured against the commitments begun through the signing of grant
agreements, which totaled $1.5 billion during 2005, the Global Fund Secretariat
has indicated that the Fund’s operating expenses (not including those covered
through in-kind donations) as a percentage of grants are only 1.7 percent.
However, when measuring actual disbursements to fund all programmatic
activities ($1.05 billion), the operating expense percentage is somewhat greater, at
6.5 percent of the total expenditures (the sum of the operating expenses and grant
disbursements) for calendar year 2005.

Section 202(d)(4)(A)(iii) of Public Law 108-25, requires that if “the
expenses of the Governing, Administrative, and Advisory Bodies (including the
Partnership Forum, the Foundation Board, the Secretariat, and the Technical
Review Board) of the Global Fund exceed 10 percent of the total expenditures of
the Fund for any two-year period, the United States shall withhold from its
contribution for the next Fiscal Year an amount equal to the average annual
amount expended by the Fund for such two-year period for the expenses of the
total Governing, Administrative, and Advisory Bodies in excess of 10 percent of
the total expenditures of the Fund.” The Global Fund’s operating expenses for the
2004-2005 period was $125 million, or 6.9 percent of total expenditures, which
remain well under the total expenditure allotment.
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Investigation of the World Health Organization (WHO) Internal Auditor

In July 2005, Aidspan, an independent Global Fund watchdog organization,
brought allegations of mishandling of resources to the attention of the Secretariat.
As a result, the Secretariat requested that the Office of Internal Oversight Services
(O1S) at the WHO Secretariat conduct an investigation into the matter. The
allegations related to contracting practices, recruitment involving a family member,
staff turnover and organizational culture.

The WHO/OIS conducted a review, and produced a confidential final report
for members of the Global Fund Board at their November 2005 meeting, which
identified a number of improper actions by the Secretariat and contained a number
of recommendations to remedy these concerns. Over the next several months, the
Secretariat took steps to implement these recommendations, including replacing
the Global Fund’s Chief Administrative Officer and establishing a number of
internal checks to prevent future violations. The U.S. Delegation participated as a
member of the Ad Hoc Oversight Committee of the Board that supervised the
Secretariat’s implementation of the recommendations of the WHO/OIG report and
the steps outlined in the management response. The Board was generally satisfied
with the Global Fund management’s implementation of the recommended changes.

Secretariat Staffing

The Global Fund Secretariat is in the process of ramping-up its operational
and administrative staff. Ensuring the Global Fund Secretariat has adequate, but
not excessive, staff levels to maintain an appropriate level of oversight over its
grants and all other fiduciary responsibilities is a concern of the United States. An
additional concern of the U.S. Government has been the Global Fund's ability to
retain talented staff. During 2004-2005, staff turnover at the Fund Secretariat
stood at 15 percent for each year, which is significant. The 2005 WHO/OIG
investigation similarly concluded staff morale and working conditions were serious
concerns for the operation of the Global Fund.

As a result of the WHO/OIG report, the Global Fund Board at its September
2005 Meeting tasked the Fund’s newly appointed Deputy Executive Director to
look into this matter. An outside management consulting firm, Monitor Group,
conducted a review of staff opinion, and found significant concern among
Secretariat staff around issues of trust, and also that complaints about workload
were quite serious. The report confirmed that the Fund’s Operations staff, which
constitutes the Fund's core function, was among those most affected.
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In a report to the 13th Board Meeting, the Deputy Executive Director
concluded that the Secretariat faces significant human-resource challenges
pertaining to the following:

¢ [nadequate management rigor and skills, role modeling, and
collaboration at all levels;

e Limited clarity of staff roles and responsibilities; and

e Poor clarification and documentation of Secretariat and Board policies
and procedures, and the need to improve support systems.

In response to these concerns, the Global Fund Secretariat has created a new
Staff Council to help provide a forum for raising and addressing staffing problems.
The Deputy Executive Director has also acknowledged that many of the problems
do not lend themselves to easy solutions, and will remain ongoing challenges.

Creation of the Office of the Inspector General

In July, 2005 the Global Fund Board decided to establish an Office of
Inspector General (OIG) to provide the Global Fund with independent and
objective oversight to ensure the integrity and effectiveness of its programs and
operations. The OIG operates as an independent unit, and reports directly to the
Board of the Global Fund. The Inspector General’s primary point of contact with
the Board is the Finance and Audit Committee (FAC).

At the 13th Board Meeting, held in April 2006, the Board also approved the
Charter of the Office of the Inspector General, which defines the functions and
responsibilities of the OIG and serves as the framework for the work the office will
carry out. Additionally, the FAC reviewed an OIG Preliminary Work Plan for
2006. The work plan, in addition to review and investigation of incoming
allegations, includes the following four areas of audit:

a. Local Funding Agent (LFA) System and Management;
b. Travel Management;

c. Principal Recipient and Sub-Recipient Transactions; and
d. Credit Suisse Payments at the Secretariat.

The FAC will continue to work with the Inspector General to refine policies
for reporting audit findings.

The Board’s Committee on Ethics, in conjunction with the Inspector
General, developed a Whistle-Blower Policy, which the Board approved at its
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April 2006 meeting. The Whistle-Blower Policy permits confidential or
anonymous reporting of wrongdoing to the Office of the Inspector General, and is
designed to ensure appropriate follow-up by the OIG. The Board encouraged the
OIG to implement the policy as soon as practical. The Ethics Committee also
developed a Lobbying Policy (titled “Code of Conduct for Contacts with Members
of the Global Fund Involved in Funding Decisions™), which the Board approved.

An independent, external entity is currently conducting a review of the first
year of work of the Global Fund’s Office of Inspector General. The U.S.
delegation looks forward to the results of this review.

Search for the New Executive Director

Executive Director Professor Richard Feachem, announced in March 2006
that he would not seek another full term as Executive Director of the Global Fund
(in July 2006, Professor Feachem completed his fourth year as head of the Global
Fund).

During the 13" Board Meeting, the Global Fund Board established a
recruitment process to govern the search for a new Executive Director and agreed
upon revised terms of reference for the position. The United States served on the
Executive Director Nomination Committee, represented by the Deputy U.S. Global
AIDS Coordinator, Ambassador Jimmy Kolker, along with seven other Members
of the Global Fund Board.”® The Board officially launched the search in June
2006, at the same time voting to extend Dr. Feachem’s contract to March 31, 2007.

Unfortunately, the Board deadlocked over the choice of new Executive
Director during the November Board Meeting in Guatemala. The Board, which
according to its consensus-seeking rules must vote by a two-thirds majority of each
10-seat bloc (donors and recipients), found itself in the rare position of being
unable to reach agreement. After several days of balloting and discussion, the
Board decided to re-start the process. A new Nomination Committee will present a
new list of five candidates ahead of a special Board Executive Session in February,

9 Dr, Carol Jacobs from the Latin America and Caribbean Delegation; Dr. Lieve Fransen from the
European Commission Delegation; Amb. Carsten Staur from the Point Seven Delegation which
represents: Sweden, Denmark, Ireland, Netherlands, and Norway; Carol Presern from the United
Kingdom and Australia Delegation; Peter VVan Rooijen from the Developed Countries Non-Governmental
Organization Delegation; Min. Urbain Olangena Awono from the West and Central Africa Delegation;
and Dr. Ren Minghui from the Western Pacific Region Delegation.

15



2007. The Board intends to select and announce the new Executive Director
before Dr. Feachem’s departure date.

B. Additional U.S. Efforts to Improve Global Fund Effectiveness

General Issues

The U.S. Delegation to the Global Fund Board continues to work with its
fellow Board Members and the Secretariat to rigorously implement a standard set
of performance measures for all grants to maintain the consistent application of the
Global Fund’s principle of “performance-based” funding. The Office of the U.S.
Global AIDS Coordinator has shared with the Global Fund Secretariat the
performance measures it is using to evaluate the performance of its contributions to
the Fund, and has encouraged the Fund to use this or a similar list of indicators
within the Secretariat to evaluate grant effectiveness.

An area of ongoing concern remains the Fund’s inability to track the budgets
of specific prevention, treatment, and care spending within each grant. The Fund
collects performance results for each grant by these categories, but it does not have
a system to track the dollars spent on each intervention. Without these data, the
Fund cannot measure the efficacy and cost-efficiency of its investments. The
Global Fund Secretariat is working to improve its reporting system to capture this
breakdown of budgetary data, having built a spreadsheet for this purpose into the
new grant proposal form, and is seeking this information from existing grantees.

Equally important as the commitment to performance-based funding is the
Global Fund’s maintenance of its Comprehensive Funding Policy (CFP), which
requires the Fund to limit its financial commitments to those grants it can
completely fund with money in hand. While some Board members and Secretariat
staff have expressed interest in relaxing this policy, the United States has opposed
these efforts. In early 2006, the Board’s Finance and Audit Committee (FAC)
completed a review of the CFP, and recommended no change to the policy’s
underlying principles. However, the broader long-term strategy-development
process that is taking place through the Board’s Policy and Strategy Committee
(PSC) also includes review of the CFP as an agenda item, which will reopen the
issue to those who would seek to make changes. The U.S. Delegation will
continue to resist any change to the CFP that would allow the Fund to sign grant
agreements without having the full amount of the committed resources on hand.
The World Bank, which serves as the Global Fund's Trustee, has said that relaxing
the CFP would have implications for its ability to continue as the Trustee of the
Fund.
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As the number of Fund grants has steadily increased, some grant recipients
have expressed a need for more attention and expertise from the portfolio-
management staff at the Secretariat in Geneva. The U.S. Delegation has
encouraged the Secretariat to increase its portfolio-management capacity, even as
we are committed to preserving the Fund's original vision of a lean Secretariat.

The original model envisioned substantial collaboration with other donor entities to
resolve implementation obstacles, and to that end the United States is working to
help the Fund develop an appropriate array of outside, independent technical-
assistance resources, and is deepening our cooperative efforts with Emergency
Plan programs in recipient countries.

The Fund’s founding documents establish the Secretariat as an
administrative body to assist the Board in completing key tasks and processes. The
U.S. Delegation to the Fund Board has expressed concern that the Secretariat
occasionally oversteps its bounds in an effort to set its own agenda for the Fund.
The United States continues to support Board control of the organization,
especially regarding ongoing voluntary replenishment efforts, the parameters for
and schedule of future rounds and the scope of items within the purview of each
Board Committee.

U.S. Government L eadership on the Fund Board

The U.S. Government holds one of the 20 voting seats on the Global Fund
Board, and is currently active on two Board Committees: the Finance and Audit
Committee (FAC) and the Policy and Strategy Committee (PSC).

Dr. William Steiger, Special Assistant to the Secretary for International
Affairs at HHS, succeeded former U.S. Global AIDS Coordinator Randall Tobias
as the U.S. Board Member, and the Board Chair and Vice Chair thereafter selected
Dr. Steiger to chair the PSC. Ambassador Jimmy Kolker, Deputy U.S. Global
AIDS Coordinator and former U.S. envoy to Uganda and Burkina Faso, became
the U.S. Government Alternate Board Member in November 2005, and serves as
the U.S representative on the PSC.

The United States also holds a seat on the Finance and Audit Committee,
which makes recommendations on all policy and strategy issues relating to finance
and audit including operating-expense budgets, resource mobilization, and
financial statements
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Global Fund Strategy Development

In July 2005, the PSC began working on the development of a four-year
strategy for the Fund. The Committee will make recommendations to the Board on
options that will set the strategic course of the Global Fund from 2007-2010. The
Committee first established the framework for the development of the future
strategy, by focusing on questions that could affect the Global Fund’s business
model and structures. There is broad agreement among Members of the
Committee that the new strategy must remain true to the Global Fund’s principles.

At the fourth PSC meeting in March 2006, Committee Members began the
process of gaining consensus on options in areas such as the size and strategic
positioning of the Global Fund, the enhancement of grant performance, and the
critical issue of what to do when well-performing grants reach the end of their
term.

As a result of that meeting, in April 2006 the Board decided to pursue the
option of a pooled-procurement mechanism outside the Global Fund to improve
high-quality supply and lower costs for grantees, and the initiation of LFA
assessments prior to grant approval to reduce the time between grant approval and
signing, which currently takes, on average, 11 months. The Board adopted further
elements of the PSC strategy during its November 2006 meeting, including
provision for streamlined renewal of high-performing grants beyond the first five-
year period, on a rolling basis.

Other upcoming issues include: leveraging civil society and the private
sector; resource mobilization; alignment and harmonization; influencing market
dynamics; measuring impact; and ensuring accountability. Throughout the
strategy-development process, the United States is remaining focused on the role
of the Global Fund as a performance-based, results-oriented financing instrument
to combat the three diseases.

U.S. Government Membership on Country Coordinating Mechanisms

Another vantage point from which the U.S. Government maintains an active
surveillance and decision-making role in its interactions with the Global Fund is
through its membership in CCMs. In countries where U.S. Government staffs
(from the U.S. Agency for International Development or HHS, or both) sit on the
CCM, the United States participates in the development and selection of proposals
to submit to the Global Fund, and also plays a role in the oversight of program
implementation. For example, during the sixth round of grant approvals concluded
in November 2006, U.S. Government representatives sat on 59 percent of CCMs.
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U.S. Government Technical Assistance to Global Fund Grants

The Consolidated Appropriations Act of 2005 (P.L. 108-447) permitted the
U.S. Global AIDS Coordinator to designate up to five percent of the FY 2005
Congressional appropriation for the Global Fund for technical assistance (TA) to
Global Fund grants. In September 2005, the U.S. Global AIDS Coordinator,
Ambassador Randall L. Tobias, agreed to make available almost $12 million to
assist Global Fund grants in danger of failing to meet their performance targets.

The U.S. Government has designed this Global Fund TA to provide short-
term, rapid assistance to grants that are faltering in their implementation. This TA,
which the CCM or Principal Recipient (PR) must request, is time-limited and
outcome-oriented, and focuses on alleviating specific bottlenecks that can cause
grants to under-perform. Examples include inadequate or poor performance in
governance, including aspects of the functioning of CCM or PR; program
management; financial-management systems; procurement and logistics
management; multi-sectoral implementation; and monitoring and evaluation.

As of June 23, 2006, twenty-one countries requested U.S.-funded technical
assistance to their Global Fund grants by the June 15 deadline. The Office of the
U.S. Global AIDS Coordinator has approved nearly 40 requests in 25 countries,
and at least five technical assistance teams have already completed the work
requested.

The Office of the U.S. Global AIDS Coordinator has also used the Global
Fund TA to enable the Green Light Committee of the WHO to respond to country-
driven requests for TA for Global Fund projects. The Green Light Committee
helps ensure countries have the skill to manage their drug-resistant TB treatment
programs adequately (thus minimizing further spread of drug-resistance).
Additional Global Fund TA will support rapid expansion of public awareness
campaigns for TB prevention and treatment, through the international StopTB
Partnership.

The U.S. Global AIDS Coordinator has approved use of FY 2006 funds, up
to the Congressionally-authorized ceiling of five percent, to continue providing
Technical Assistance to Global Fund grants in need. The U.S. is also taking a more
active role in multilateral efforts to identify sources of technical assistance and
target them effectively.

The U.S. has developed specific outcomes measures for all of the Global
Fund TA that we provide (see Appendix 4 for a copy of these measures).
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Conclusion

The U.S. Government is committed to the Global Fund model and its role in
helping in the international effort to combat HIV/AIDS, TB, and malaria. The
U.S. Government stays fully engaged with the Global Fund through its seats on the
Board and two of the Board committees; through our chairmanship of the critically
important PSC; through formal representations and informal discussions with
Secretariat staff in Geneva, CCMs, and LFAs; through provision of technical
assistance to troubled grants; and through active engagement with both private and
public sector stakeholders in affected countries.

U.S. support for the Global Fund is an integral part of the President’s
Emergency Plan for AIDS Relief, and we applaud the Fund’s demonstrated
accomplishments in delivering funding to where it is needed the most.

Nevertheless, the U.S. continues to have a number of pressing concerns.
These include the imperfect capacity of developing countries to make quick and
effective use of dramatically ramped-up approved commitments; in-country
coordination with bilateral donors and other multilateral organizations; and
fiduciary oversight and accountability. In addition, the Fund must improve its
ability to demonstrate project outcomes.

By continuing to focus on these issues, the U.S. Government is carrying out
its responsibility to taxpayers and to the Congress to monitor the effectiveness of
our contribution, while helping to ensure the long-term success of the Global Fund
itself.
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Appendix 1
The Global Fund to Fight AIDS, Tuberculosis and Malaria
Pledges

TOTAL PLEDGES TO DATE TOTAL PLEDGES by YEAR DUE (in USD)
AMOUNT PLEDGED|EQUIVALENT IN[ PERIOD OF | pPAID TO (Levar G
[DRIOIRE use (!?ka,ﬁfj) DATE 2001 - 2002 2003 2004 2005 2006 2007 2008 | Pledge Period
to be
(USD) Confirmed
Countries
[Andorra [usD 100,000 100,000 2002 100,000 100,000
Australia AUD 75,000,000 55,695,474 | 2004-2007 41,522,245 13,827,500 16,564,385 13,492,565 11,811,024
Austria EUR 1,000,000 1,075,900 2002 1,075,900 1,075,900
Barbados UsD 00,000 100,000 2003 00,000 100,000
Belgium EUR 51 22; 61,766,245 | 2001-2007 42,122,826 12,022,106 7,229,938 10,270,518 6,067,823 10,299,707 15,876,153
Brazil UsD 00,000 200,000 |2003-4, 2006-7| 50,000 50,000 50,000 50,000 50,000
Burkina Faso uUsbD 75,000 75,000 2002 75,000 75,000
Cameroon UsD 125,000 125,000 | 2003, 2007 100,000 25,000
Canada uUsb 100,000,000 100,000,000 002-2004 100,005,530 25,000,000 25,000,000 50,000,000
CAD 0,000,000 331,462,054 005-2006 331,462,054 110,262,267 221,199,788
China uUsbD 000,000 000,000 003-2007 000,000 2,000,000 2,000,000 ,000,000 ,000,000 2,000,000
Denmark DKI 715,000,000 116,277,74 002-2007 91,542,761 14,816,511 13,790,866 16,188,433 22,841,480 23,905,471 24,734,982
European Commission EUR 522,500,000 638,456,09. 001-2006 556,769,661 137,064,385 50,360,226 264,413,350 69,556,500 117,061,630
Finland EUR 500,000 ,930,10: 2006 00 00 3,293,808
France EUR 925,000,000| 1,168,316,564 002-2007 758,237,513 59,005,000 63,780,750 182,066,450 180,970,500 287,236,947 395,256,917
Germany EUR 399,000,000 500,534,280 002-2007 286,436,783 11,995,200 37,427,325 45,944,850 102,954,728 88,114,680 121,212,121 92,885,375
Greece EUR 600,000 764,758 005-2007 03,625 303,625 461,133
Hungary uUsD 35,000 35,000 004-2006 35,000 10,000 12,000 13,000
Iceland IS| 30,000,000 420,707 004-2005 420,707 206,299 214,408
uUsD 200,000 200,000 2006 200,000 200,000
India uUsbD 10,000,000 10,000,000 006-2007 2,000,000 2,000,000 6,000,000
Ireland EUR 80,000,000 97,174,691 002-2007 70,824,230 9,835,000 11,161,430 12,299,000 17,111,900 20,416,900 26,350,461
Italy uUsb 200,000,000 200,000,000 002-2003 15, 273 100,000,000 100,000,000
EUR 460,000,000 586,742,456 004-2007 217, ,000 121,020,000 123,166,461 171,277,997 171,277,997
apan uUsbD 846,119,676 846,119,676 002-2007 476,668,241 80,000,000 79,993,443 86,126,233 100,000,000 130,148,228 369,851,772
Kenya KES 653,550 ,273 2001 ,273 8,273
orea (Republic of) uUsD 1,000,000 1,000,000 | 2004-2006 1,000,000 500,000 250,000 250,000
uwait uUsD 1,000,000 1,000,000 2003 1,000,000 1,000,000
Liberia UsD 25,000 25,000 25,000
Liechtenstein usD 25,000 225,000 | 2002, 2005 225,000 100,000 50,000 75,000
CHF 50,000 117,067 | 2004, 2006 117,067 77,190 39,877
Luxembourg FU? 10,500,000 12,779,109 | 2002-2007 10,539,320 1,037,500 2,277,320 2,235,300 2,418,200 2,571,000 2,239,789
lexico uUsb 00,000 00,000 | 2003, 2005 00,000 100,000 100,000
Monaco uUsD 32,000 32,000 002-2004 32,000 44,000 44,000 44,000
Netherlands EUR 255,000,000 317,887,268 002-2007 238,835,885 8,087,400 43,590,360 54,344,679 56,067,100 76,746,346 79,051,383
New Zealand NZD 3,450,000 2,169,440 003-2005 2,169,440 734,000 625,200 810,240
iger uUsD 50,000 50,000 50,000
igeria UsD 30,000,000 30,000,000 |2002-3, 2005-6| 9,080,914 9,000,000 1,000,000 10,000,000 10,000,000
orway NOK 1,065,882,000 163,372,526 002-200¢ 120,241,536 17,962,003 17,709,581 17,864,799 23,561,558 43,143,594 43,130,990
Poland UsD 50,000 50,000 003-200 0,000 20,000 10,000 10,000 10,000
Portugal uUsbD 7,500,000 7,500,000 003-200° 2,500,000 400,000 600,000 1,500,000 2,000,000 3,000,000
Russia uUsD 40,000,000 40,000,000 002-2008 30,000,000 1,000,000 4,000,000 5,000,000 10,000,000 10,000,000 5,000,000 5,000,000
Rwanda uUsD 1,000,000 1,000,000 1,000,000
Saudi Arabia uUsD 20,000,000 20,000,000 003-200 8,750,000 2,500,000 2,500,000 2,500,000 2,500,000 10,000,000
Singapore uUsbD 1,000,000 1,000,000 004-200¢ 600,000 200,000 200,000 200,000 200,000 200,000
Slovenia SIT 5,400,000 28,532 004-200 28,532 5,479 9,317 13,736
South Africa uUsb 10,000,000 10,000,000 003-200° 6,000,000 2,000,000 2,000,000 2,000,000 2,000,000 2,000,000
ZAR 1,000,000 139,470 2006 139,470
Spain uUsbD 230,000,000 00,000 | 2003-05, 2007 65,000,000 35,000,000 15,000,000 15,000,000 100,000,000 65,000,000
EUR 50,000,000 63,900,00 2006 63,900,000 63,900,000
Gen.Catalunya/ Spain EUR ,600,000 3,1 2005-2006 ,256,900 1,256,900 1,976,285
Sweden SEl 1,626,000,000 213,404,04¢ 2002-2006 213,404,048 22,369,965 11,488,363 47,780,623 49,452,149 82,312,947
uUsb 42,687,053 42,687,05: 2007 42,687,053
Switzerland uUsD 10,000,000 10,000,000 002-2003 10,000,106 5,594,133 4,405,867
CHF 21,000,000 17,014,298 004-2007 11,229,174 2,343,384 3,927,113 4,958,678 5,785,124
Thailand UsD 000,000, 5,000,000 003-2007 4,000,000 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000
Uganda uUsbD ,000,000 ,000,000 004-2007 1,500,000 500,000 500,000 500,000 500,000
United Kingdom GBP 359,000,000 649,639,821 001-2007 454,503,998 78,038,601 40,032,750 60,333,210 159,435,760 116,487,000 195,312,500
United States’ USD  2,540,117,529] 2,540,117,529 | 2001-2008 | 1,897,361,535 300,000,000 | 322,725,000 | 458,881,279 | 414,011,250 | 544,500,000 | 300,000,000 | 200,000,000
Zambia ZMK 83,500,000 25,000 2002 25,000 25,000
Zimbabwe UsD 158,462 158,462 2003 158,462 158,462
Total 9,118,434,826 6,356,401,838 894,255,977 881,179,681 | 1,476,267,777 | 1,506,085,665 | 2,056,377,144 | 1,553,795,303 205,200,000 545,273,281
Private Sector
[Bill& Melinda Gates 2002-2004,
Foundation uUsb 650,000,000 650,000,000 | 2006-2010 250,000,000 50,000,000 50,000,000 50,000,000 100,000,000 100,000,000 100,000,000 200,000,000
(Pmducl)RED and Partners:
American Express, Carphone
Warehouse, Coller Capital, Converse,|
GAP, Giorgio Armani, Independent, 10,997,369
Lancet, Motorola Inc., Motorola
Foundation, 02, Tesco Mobile and
vahoo!
The United Nations Foundation and its donors:
Mr. Kofi Annan uUsD 00,000 00,000 2001 00,000 00,000
Eni S.p.A uUsbD 00,000 00,000 2002 00,000 00,000
Amb. D. Fernandez UsD 00,000 00,000 2001 00,000 00,000
Health Authorities of Taiwan uUsbD 2,000,000 2,000,000 | 2002, 2004 2,000,000 1,000,000 1,000,000
Hottokenai Campaign
(G-CAP Coalition Japan) uUsbD 250,000 250,000 2006 250,000 250,000
International Olympic
Committee uUsbD 100,000 100,000 00 100,000 100,000
Real Madrid Soccer Match UsD 112,487 112,487 00: 112,487 112,487
Sumitomo Chemical Co. uUsD 100,000 100,000 00! 100,000 100,000
Treatment Action Campaign Usb 10,000 10,000 00! 10,899 10,000
Winterthur uUsbD 1,000,000 1,000,000 00: 1,044,225 1,000,000
Other UNF Donors 2,227,210 |
Total 654,272,487 267,542,189 52,912,487 50,010,000 51,000,000 100,000 100,250,000 100,000,000 100,000,000 200,000,000
Grand Total | | 9,772,707,313 | 6,623,944,027 | 947,168,464 931,189,681 | 1,527,267,777 | 1,506,185,665 | 2,156,627,144 | 1,653,795,303 305,200,000 | 745,273,281
Notes:

1 (a) For pledges made in currencies other than US dollars, the pledge amount in USD comprises the actual USD value realised from any contributions made plus the USD equivalent of the remainder of the pledge calculated using
UN operational rates of exchange at: 1 December 2006
(b) Where pledges have been made that are not specific to individual years, the amount shown as pledged for a period is the sum of contributions received in that period. The remainder is shown under "Pledge Period to be Confirmed".

2 The United States contribution to the Global Fund is subject to certain U.S. legislative restrictions, including that, during 2004-2008, no U.S. government contribution may cause the total amount of U.S. government funds contributed to
exceed 33% of total contributions. Fur , at the donor's , up to 5 percent of this funding may be applied in the form of direct bilateral technical assistance to activities related to Global Fund grant implementation, and the
contribution to the Global Fund reduced correspondingly.

3 All (PRODUCT)RED partners have made long-term commitments to supporting the Global Fund; the listed figure reflects the actual contributions made by several partners to date

4 Pledge includes $100m in 2009 and $100m in 2010
Last Updated: 13-Dec-06

21

(4



Appendix 2
The Global Fund to Fight AIDS, Tuberculosis and Malaria
Contributions To Date

2001-2004 (in USD) 2005 (in USD) 2006 (in USD)
DONORS AMOUNT AMOUNT NOT YET AMOUNT AMOUNT NOT YET PAID AMOUNT AMOUNT CONTRIBUTED NOT YET PAID
PLEDGED |CONTRIBUTED PAID? PLEDGED |CONTRIBUTED PLEDGED Paid In | In Process | Total
Countries
Andorra 100,000 100,000
Australia 13,827,500 13,827,500 16,564,385 16,564,385 13,492,565 11,130,360 11,130,360 2,362,205
Austria 1,075,900 1,075,900
|Barbados 100,000 100,000
Belgium 29,522,563 29,707,866 6,067,823 6,067,823 10,299,707 6,347,137 6,347,137 3,952,569
Brazil 100,000 100,000 50,000 50,000 50,000
Burkina Faso 75,000 75,000
Cameroon 100,000 100,000
Canada 100,000,000 100,005,530 110,262,267 110,262,267 221,199,788 221,199,788 221,199,788
China 4,000,000 4,000,000 2,000,000 2,000,000 2,000,000 2,000,000 2,000,000
Denmark 44,795,810 44,795,810 22,841,480 22,841,480 23,905,471 23,905,471 23,905,471
European Commission 451,837,961 451,837,961 69,556,500 69,556,500 117,061,630 35,375,200 35,375,200 81,686,430
Finland 3,636,300 3,636,300 3,636,300
France 304,852,200 304,852,200 180,970,500 180,970,500 287,236,947 272,414,813 272,414,813 14,822,134
Germany 95,367,375 95,367,375 102,954,728 102,954,728 88,114,680 88,114,680 88,114,680
Greece 303,625 303,625
Hungary 10,000 10,000 12,000 12,000 13,000 13,000 13,000
Iceland 206,299 206,299 214,408 214,408 200,000 200,000 200,000
India 2,000,000 2,000,000
Ireland 33,295,430 33,295,430 17,111,900 17,111,900 20,416,900 20,416,900 20,416,900
Italy 321,020,000 336,180,273 123,166,461 96,816,000 26,350,461 171,277,997 171,277,997
Japan 246,119,676 246,520,013 100,000,000 100,000,000 130,148,228 130,148,228 130,148,228
Kenya 8,273 8,273
Korea (Republic of) 500,000 500,000 250,000 250,000 250,000 250,000 250,000
Kuwait 1,000,000 1,000,000
Liechtenstein 177,190 177,190 50,000 50,000 114,877 114,877 114,877
Luxembourg 5,550,120 5,550,120 2,418,200 2,418,200 2,571,000 2,571,000 2,571,000
Mexico 100,000 100,000 100,000 100,000
Monaco 132,000 132,000
Netherlands 106,022,439 106,022,439 56,067,100 56,067,100 76,746,346 56,983,500 19,762,846 76,746,346
New Zealand 1,359,200 1,359,200 810,240 810,240
Nigeria 10,000,000 9,080,914 1,000,000 10,000,000 10,000,000 10,000,000 10,000,000
Norway 53,536,383 53,536,383 23,561,558 23,561,558 43,143,594 43,143,594 43,143,594
Poland 30,000 30,000 10,000 10,000 10,000 10,000 10,000
Portugal 1,000,000 1,000,000 1,500,000 1,500,000 2,000,000 2,000,000
Russia 10,000,000 10,000,000 10,000,000 10,000,000 10,000,000 10,000,000 10,000,000
Saudi Arabia 5,000,000 5,000,000 2,500,000 2,500,000 2,500,000 1,250,000 1,250,000 1,250,000
Singapore 200,000 200,000 200,000 200,000 200,000 200,000 200,000
Slovenia 5,479 5,479 9,317 9,317 13,736 13,736 13,736
South Africa 4,000,000 4,000,000 2,000,000 2,000,000 2,139,470 2,139,470
Spain 50,000,000 50,000,000 15,000,000 15,000,000 63,900,000 63,900,000 63,900,000
Gen.Catalunya/ Spain 1,256,900 1,256,900 1,976,285 1,976,285
Sweden 81,638,951 81,638,951 49,452,149 49,452,149 82,312,947 82,312,947 82,312,947
Switzerland 12,343,384 12,343,490 3,927,113 3,927,113 4,958,678 4,958,678 4,958,678
Thailand 2,000,000 2,000,000 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000
Uganda 500,000 500,000 500,000 500,000 500,000 500,000 500,000
United Kingdom 178,404,561 178,581,238 159,435,760 159,435,760 116,487,000 116,487,000 116,487,000
United States” 1,081,606,279 | 1,081,606,279 414,011,250 414,011,250 544,500,000 401,744,006 401,744,006 142,755,994
Zambia 25,000 25,000
Zimbabwe 158,462 158,462
Total 3,251,703,434 | 3,266,612,574 1,100,000 | 1,506,085,665 | 1,469,635,203 36,450,461 2,056,377,144 | 1,594,968,801 25,185,260 | 1,620,154,060 436,223,084
Private Sector
Bill & Melinda Gates
Foundation 150,000,000 150,000,000 100,000,000 100,000,000 100,000,000
(Product)RED and Partners:
|American Express, Carphone
[Warehouse, Coller Capital, Converse,
GAP, Giorgio Armani, Independent, 10,997,369 10,997,369
Lancet, Motorola Inc., Motorola
Foundation, 02, Tesco Mobile and
Yahfm\5
The United Nations Foundation and its donors:
Mr. Kofi Annan 100,000 100,000
Eni S.p.A. 500,000 500,000
Amb. D. Fernandez 100,000 100,000
Health Authorities of Taiwan 2,000,000 2,000,000
Hottokenai Campaign
(G-CAP Coalition Japan) 250,000 250,000 250,000
International Olympic
Committee 100,000 100,000
Real Madrid Soccer Match 112,487 112,487
Sumitomo Chemical Co. 100,000 100,000
Treatment Action Campaign 10,000 10,899
\Winterthur 1,000,000 1,044,225
Other UNF Donors 1,283,303 656,831 287,075 287,075
Total 153,922,487 155,250,914 100,000 756,831 100,250,000 111,534,444 111,534,444
Grand Total I I 3,405,625,921 | 3,421,863,488 1,100,000 | 1,506,185,665 | 1,470,392,035 36,450,461 I | 2,156,627,144 | 1,706,503,245 25,185,260 | 1,731,688,505 436,223,084
Notes:

1 (a) For pledges made in currencies other than US dollars, the pledge amount in USD comprises the actual USD value realised from any contributions made plus the USD equivalent of the remainder of the pledge
calculated using UN operational rates of exchange at: 1 December 2006
(b) Where pledges have been made that are not specific to individual years, the amount shown as pledged for a period is the sum of contributions received in that period. The remainder is shown under "Pledge
Period to be Confirmed".
(c) Contributions held in the currency in which received are stated at their US dollar equivalent on the date of receipt

2 Contributions in process are amounts expected to be received within one month, and for which a contribution agreement has been signed or which have been deposited in a holding account with the Trustee pending
signature of a contribution agreement

3 Amounts 'Not Yet Paid' will not equal 'Amount Pledged' less 'Amount Contributed', in instances where a donor has made contributions in excess of pledges for some years while not contributing the full pledge for
other years

4 The United States contribution to the Global Fund is subject to certain U.S. legislative restrictions, including that, during 2004-2008, no U.S. government contribution may cause the total amount of U.S. government funds cont
to exceed 33% of total contributions. Furthermore, at the donor's discretion, up to 5 percent of this funding %Q)e applied in the form of direct bilateral technical assistance to activities related to Global Fund grant
implementation, and the contribution to the Global Fund reduced correspondingly.



APPENDIX 3
TIMELINE OF GLOBAL FUND GRANT LAUNCHING AND APPROVAL
FIRST ROUND

February 2002 — First launch of grant solicitations
April 2002 — 2nd Board Meeting approves Round 1

SECOND ROUND
July 2002 — Second launch of grant solicitations
January 2003 - 4th Board Meeting approves Round 2

THIRD ROUND
March 2003 — Third launch of grant solicitations
October 2003 — 6th Board Meeting approves Round 3

FOURTH ROUND
January 2004 — Fourth launch of grant solicitations
June 2004 — 8th Board Meeting approves Round 4

FIFTH ROUND

November 2004 — Fifth launch of grant solicitations

September 2005- 11th Board Meeting approves over half of Round 5; the Board
approves the remainder in January 2006

SIXTH ROUND
April 2006 - Sixth launch of grant solicitations
November 2006 — 14" Board meeting approves all Round 6 proposals
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APPENDIX 4

OUTCOME MEASURES FOR U.S. FUNDED TECHNICAL ASSISTANCE

(TA) TO GLOBAL FUND GRANTS
(CTO Input incorporated 2/1/07)

Objective

Ilustrative
Output indicators

Hlustrative
Outcome indicators

Method of
measurement

Promote local ownersh

ip and sustainability

Improved capacity of
indigenous
organizations and/or
local consultants to
provide TA address
Global Fund issues

--Number/percent of TA teams that
include a local consultant or firm

--TA teams undertake capacity
building for local staff and/or
organizations

1. Number/percent of CCMs or
PRs using grant funds or other
resources to seek subsequent TA
from local consultants or
organizations (reported within 12
months of TDY)

Key informant
interviews
(CCM/PR/local
group/FPM)

Promote multi-sectoral

involvement

CCM governance
structures improved

--CCM workplan defined
--Leadership workshop held

--Diagnostic report produced by team
is accepted by CCM

Number/percentage of CCMs
which, as a result of this TA, meet
requirements set by Board for
inclusiveness and transparency
(reported within 6 months of TDY)

1.Interview FPM,
CCM

2.Quarterly grant
performance report

Ensure performance- based management

PRs and SRs have
functional program
and/or financial
management skills and
tools to meet GF
project indicators

--Organizational and systems
diagnostic assessment conducted
--Diagnostic is accepted by client and
findings used to prepare Action Plan

Number/percentage of PRs achieve
x percent of stated objectives
stated in the Action Plan (reported
within 6 months of TDY)
--Performance reports n the Web.

1. Interview with
CCM/FPM or
follow- up visit
when planned

2. Interview with
USG coordinator

(local)
Procurement/logistics | --Procurement and management --Relevant commodities in place 1. Interview with
systems functional plans for commodities (HIV, TB, or | (reported within 6 months of TDY) procurement
malaria) in place --Number/percent of sites reporting staff from PR
(patient/drug use monitoring) on a and SR
--Logistics staff capacity scheduled basis (within 6 months 2. Interview
strengthening activities undertaken of TDY) FPM

M&E systems
functional

-- M&E indicators defined and have
data sources with baselines and
targets

-- Existence of functional system for
program monitoring (patient
management, drug use monitoring)
--PR conducts regular performance
review meetings with SR

--PR prepares performance update
reports/presentations for CCM
meetings

-- Reports that meet GF minimal
requirements produced on schedule
required by the GF (within x
months of TDY)

1. Interview PR
2. Interview FPM
3. Review of
performance
reports

Financial Management

--Guidelines available on financial
documentation, reporting and
verification process for
implementation of GF grant

--PR uses appropriate chart of
accounts

-- Financial reports that meet GF
minimal requirements produced
on schedule required by the GF
(within x months of TDY)

1. Interview with
LFA/PR/FPM

2. Review of
progress reports
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Objective Ilustrative llustrative Method of
Output indicators Outcome indicators measurement
Rapid investment of resources
Grants have timely Bottlenecks preventing Reduced disbursement delays 1. Global Fund
access to operating disbursements are resolved. (While occur in next complete quarterly country
funds not actually an “output,” this period following TDY (within 2 disbursement
principle reflects the success of TA disbursement periods of TDY) reports

interventions shown in previous
outputs.)

2. Interviews with
LFAs and FPMs
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