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

The Administration provides this report pursuant to Section 202(d)(6) of the
United States Leadership Against HIVV/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 HIV/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 $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 26th Board Meeting on May 10-11, 2012, in Geneva,
Switzerland. The Board announced a positive revision of the Fund’s financial
forecast, voted to accelerate implementation of the Fund’s five-year Strategy, and
commenced a process for selecting the next Executive Director (ED). The Board
also took two decisions delegating decision-making authority to certain committees
or the Secretariat regarding operating expenses and grant operations.

The USG holds a permanent seat on the Global Fund Board and actively
participates on several Board committees, including as a member of the Strategy,
Investment and Impact Committee (SIIC) and Vice-Chair of the Finance and
Operational Performance Committee (FOPC). At the 26" Board Meeting, the USG
was represented by an interagency delegation led by the USG Board Member
Ambassador Eric Gooshy (U.S. Global AIDS Coordinator, Department of State)
and Alternate Board Member Dr. Nils Daulaire (Director, Office of Global Affairs,
Department of Health and Human Services). The USG is represented on the SIIC
by Julia Martin (Chief Operating Officer, Office of the U.S. Global AIDS
Coordinator, U.S. Department of State). John Monahan (Special Advisor for
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Global Health Partnerships, U.S. Department of State) served in his individual
capacity as the non-voting Vice-Chair of the FOPC.

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

U.S. Government Positions on Board Decision Points

Appointment of Rapporteur (GF/B26/DP1)

The USG supported this decision point, which designated Dr. Reinhard
Tittel-Gronefeld from the Germany/Canada/Switzerland 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-Fifth Board Meeting (GF/B26/DP3)
The USG supported this decision point.

Decision-Making Authority on Adjustments within the Operating Expenses
Budget (GF/B26/DP4)

The USG supported this decision point. The Board authorized the FOPC to
approve operating expenditures that do not result in an increase in the amount of
the Board-approved budget ceiling for the year and to establish a framework to
determine when the Secretariat has the decision-making authority to make these
limited adjustments to the budget. Additionally, the FOPC agreed to consult with
the Secretariat to establish this decision-making framework to increase the amount
of the Board-approved budget ceiling for the year.

Delegation of Authority to Secretariat for Grant Operations (GF/B26/DP5)

The Board noted that it had previously made decisions that restricted the
flexibility and timing of grant management decisions, and agreed that additional
flexibilities were needed to empower the Global Fund Secretariat to more quickly
respond to grant-specific needs and better oversee day-to-day grant management
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operations. Specifically, the Board granted the Secretariat flexibilities in: 1)
deadlines for signing grant agreements, ii) setting grant start dates, iii) extensions
of grant end dates (length of grants), iv) extensions to the current implementation
periods, and v) management of conditions emerging from “conditional go”
recommendations to the Board. The Board asked the Secretariat to submit a semi-
annual report describing any actions pertaining to this decision point to the SIIC
beginning in 2013.

The USG supported the decision point, which is consistent with the spirit of
the High-Level Panel recommendations, Consolidated Transformation Plan (CTP),
and governance reforms already approved by the Board. The USG agreed with the
need for the Board to operate at the appropriate strategic level and to delegate
authority for operational matters to the Secretariat with an appropriate notification
or reporting requirement. As the new iterative grant-making process is
implemented under the Strategy, it is anticipated that Board engagement in these
decisions may be reduced and that increased Secretariat interaction with County
Coordinating Mechanisms would reduce delays in grant signings, grant
negotiations, and grant recipient readiness.

Accelerating Implementation of the Global Fund Strategy (GF/B26/DP6)

Over the past year, the Global Fund has undergone broad and deep reforms,
backed by the USG, to ensure that funds are used effectively and efficiently. At
the 25" Board Meeting (November 2011), the Global Fund Board, with strong
USG and implementing constituency support, approved a new five-year Strategy
that called for a more flexible, sustainable, and predictable funding model with an
iterative proposal development process and a greater focus on high-impact
interventions.

At its 26" Board Meeting, the Board was presented with an updated forecast
of uncommitted assets available to the Global Fund to support future grant-making.
The Fund rebuilt its forecasting model, reaching out to donors and examining
anticipated grant expenditures over a rolling three-year period, in an effort to
increase the quality of this assessment. The new forecast will be updated regularly
and as of May 2012 an estimated $1 billion in available funding for new
grantmaking will be available by the end of December 2014. Based upon its new
forecast, the Global Fund confidently predicts that it can successfully fund the full
demand ($616 million) of the Transitional Funding Mechanism supporting
essential services through March 2014 (subject to Technical Review Panel
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recommendations). The forecast also places in reserve $500 million for
unexpected risks, including foreign exchange losses.

Given this encouraging financial forecast, the Board decided to accelerate
the implementation of the Global Fund Strategy to begin funding new
opportunities starting in late September 2012 to allow for Board funding decisions
to be made on a rolling basis no later than the end of April 2013. The Board tasked
the Secretariat and the SIIC to develop a new funding model in time for review and
possible approval at the Special Board Meeting September 13-14, 2012. This
timeline also permits the Board to consider any potential volatility in its new
methodology for forecasting uncommitted assets available for new funding. The
new funding model will be developed in line with the approved Strategy, based on
the principle that Global Fund programs should reflect national ownership and
respect country-led process for formulation and implementation.

The USG strongly supports the accelerated implementation of the Strategy.
The USG has an interest in securing an effective and efficient Global Fund that
demonstrates improved oversight over resources and a more strategic, high-impact
investment approach that maximizes the U.S. investment in the Global Fund. The
USG will actively participate in discussions around new funding opportunities and
the design of a new forward-looking approach for the Fund to achieve the greatest
impact on the three diseases.

Modification of Rules Governing Grant Renewals (GF/B26/DP7)

At the 25" Board Meeting—in an effort to make funds available for program
continuity and to better target grant resources—the Board adopted several
measures, including that total funding approved for grant renewals for Low Income
Countries (LICs) would be greater than 55% of any annual funding window. At
the subsequent 26™ Board Meeting, after several months of implementation, the
Board noted unintended consequences of this rule, including the potential for
negative impact on vital programs targeting key populations and the poorest people
in Lower Middle-Income Countries (LMICs). As a result, the Board directed the
Secretariat to provide further analysis and make a recommendation to the Board
before its 27" meeting (November 2012). The Board also immediately froze
implementation of a 75% ceiling on grant renewal funding for countries classified
as Upper-LMICs and above. This decision is not expected to have an impact on
the forecast of uncommitted assets. The USG supported further consideration of
options and consequences of the “55% rule” by the SIIC.
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Launch of the Selection Process for the next Executive Director (GF/B26/DP8)

The Board formally initiated the process to recruit a new Executive Director
(ED), with the goal of having the position filled no later than its 27" Meeting in
November 2012. The Board established an Ad-Hoc Nominating Committee
(AHNC) to coordinate the selection process. The AHNC will have nine Board
constituency members, each serving in his or her personal capacity, including Dr.
Nils Daulaire (HHS). The Board asked the AHNC to initiate the selection process,
including the timely appointment of three external, non-constituency members.

The following is a list of the six appointed Board members:
Don Baxter (Developed Countries NGO)

Agnes Binagwaho (Eastern and Southern Africa)

Karlo Boras (Developing Countries NGO)

Nils Daulaire (U.S.A)

Mireille Guigaz (France)

Masaki Noke (Japan)

The USG supported this decision point, and has a vested interest in ensuring
the strongest possible leadership team is in place at the Global Fund. The USG
worked to develop Board consensus around a robust, professional selection plan
for the next ED, with clear timelines and management-centric selection criteria, in
order to maximize the likelihood that qualified candidates are presented to the
Board for consideration. In filling the position, the Board stated that it is seeking
someone who is, first and foremost, an exceptional manager of people and
systems; who is a proven leader and a visionary, preferably with strong prior
engagement with the global South; and who has strong public relations skills in his
or her field, preferably in international development or international health.
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