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|. Decision Points

1.  Based on the rationale described in Section IV below, the following electronic decision points are
recommended to the Board:

1.1 Set forth below is the Secretariat’s recommendation to approve additional funding up to an
amount of US$37,113,837.

Decision Point: GF/B35/EDPi11: Decision on the Secretariat’s Recommendation on
Additional Funding from the 2014 Allocation

The Board:

1. Approves the incremental funding recommended for each country disease component,
and its constituent grants, as listed in Table 1 of Section IV to GE/B35/ER10 (“Table 1);

2. Acknowledges each country disease component’s constituent grants will be implemented
by the proposed Principal Recipients listed in Table 1, or any other Principal Recipient(s)
deemed appropriate by the Secretariat in accordance with Global Fund policies;

3. Acknowledges the original grant duration, manifested in the form of either the
implementation or budgeted period, of each country disease component and its
constituent grants listed in Table 2 of Section IV (“Table 2”) is shortened according to the
operational flexibility granted to the Secretariat pursuant to GF/B31/DP0g;

4. Approves the additional incremental funding and implementation period recommended
for the Uganda HIV disease component, and the component’s constituent grants, as listed
in Table 2, based on the available funding that the Finance and Operational Performance
Committee (the “FOPC”) validated pursuant to GE/FOPC17/DPoz2;

5. Affirms the (additional) incremental funding approved under this decision (a) increases
the upper-ceiling amount that may be available for the relevant implementation period
of each country disease component’s constituent grants, (b) is subject to the availability
of funding, and (c) shall be committed in annual tranches; and

6. Delegates to the Secretariat authority to redistribute the overall upper-ceiling of funding
available for each country disease component among its constituent grants, provided that
the Technical Review Panel (the “TRP”) validates any redistribution that constitutes a
material change from the program and funding request initially reviewed and
recommended by the TRP.

This decision does not have material budgetary implications for the 2016 Operating
Expenses Budget.

1.2 Set forth below is the Secretariat’s recommendation to approve grant extensions.

Decision Point: GF/B34/EDP12: Decision on the Secretariat’s Recommendation on
Grant Extensions

The Board:

1. Approves extension of the relevant implementation period for each grant listed in Table 2 of
Section IV to GF/B35/ER10.
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This decision does not have material budgetary implications for the 2016 Operating
Expenses Budget.

Il. Relevant Past Decisions

1. Pursuant to the Governance Plan for Impact as approved at the Thirty-Second Board Meeting,3 the
following summary of relevant past decision points is submitted to contextualize the decision points
proposed in Section I above.

Relevant Past Decision Point = Summary and Impact

Based on its review and discussion of the Secretariat’s
risk-adjusted analysis of sources and uses of funds, as
presented in GF/FOPC17/10 (i.e., the updated Mid-
Term Plan), the Finance and Operational Performance
Committee (FOPC) validated US$700 million as the
amount of available funding for portfolio optimization.

GF/FOPC17/DPoz2: Validation of
Available Funding for Portfolio
Optimization

GF/B33/EDPo4: Decision on the
Secretariat’s Recommendation on
Additional Funding from the 2014

This decision point refers to the funding
recommendation with regards to the Uganda HIV
program approved by the Board on 5 June 2015.

Allocation

This decision point establishes the current policy,
GF/B31/DP12: Extension Policy based on which the extensions described in this report
under the New Funding Model4 are granted and reported by the Secretariat or

otherwise recommended to the Board for approval.

This decision point granted operational flexibility to
GF/B31/DPo09: Transition from the  the Secretariat, which has resulted in shortening the
Third to the Fourth Replenishment = duration over which certain grant programs may
Periods5 utilize their 2014 total allocation so that grant terms
end prior to 31 December 2017.6

3 GF/B32/DPo5: Approval of the Governance Plan for Impact as set forth in document GF/B32/08 Revision 2
(http://www.theglobalfund.org/Knowledge/Decisions/GF/B32/DPo5/)
4 GF/B31/DP12: Extension Policy under the New Funding Model
(http://www.theglobalfund.org/Knowledge/Decisions/GF/B31/DP12/)
5 GF/B31/DP09: Transition from the Third to the Fourth Replenishment Period
(http://www.theglobalfund.org/Knowledge/Decisions/GF/B31/DP09/)
6 The said decision point states: “While each disease component’s portion of the Total Allocation will typically cover a period of
four years starting from 1 January 2014, the Secretariat, working together with countries and/or regions, has the operational
flexibility to structure longer or shorter grant implementation periods while applying the principles of the allocation model
(GF/B28/DP4) to guide funding levels towards the amounts derived from the allocation formula.”
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lll.  Action Required

1. The Board is requested to consider and approve the decision points recommended in Section I
above.

2. Please find here a list of documents provided per disease component to substantiate the Board
decision. All relevant documents containing the Secretariat’s reason for its recommendations

to the Board and the Funding Requests/comments have been posted on the Governance
Extranet available at this link.

Concept Note

Concept Note Review and Recommendation Form

Grant Confirmation

TRP Clarification Form (applicable only if the TRP requested clarifications)

e T
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https://external.theglobalfund.org/sites/ESOBA1/BOAD/Decision/Forms/DecisionView.aspx?InitialTabId=Ribbon%2ERead&VisibilityContext=WSSTabPersistence#InplviewHash7bf179b8-b83b-4067-abe0-264aa2c993ec=InitialTabId%3DRibbon%252ERead-VisibilityContext%3DWSSTabPersistence-FilterField1%3DEndOfPeriod-FilterValue1%3D8%255FJuly2016

V. Summary of the deliberations of the Secretariat’'s Grant Approvals Committee

Table 1: Secretariat’'s Recommendation on Shortened Grants

Additional Total
. Previously Revised . . .re Increment o Additional Revised
. Period of Original Additional . Incremental
. Disease Grant Curre . Approved Budget for s . as al Funding . Incremental | Unfunded
Applicant Extension Existing Existing Funding for . .
Component Name ncy Grant Board . . Already Funding for Quality
(Months) Funding Funding Board
Budget Approval Approved Board Demand
Approval
Approval
UGA-H- 131,870,25 308,588,0
7
Uganda HIV/AIDS MoFPED US$ 0 201,004,571 | 215,258,498 69,134,319 (o} o 36,623,979 36,623,979 68
Table 2: Secretariat’'s Recommendation on Grant Extensions
Disease Period of Rati 1
N Country Grant Name | Currency | Extension Additional Funding ationale
Component
(Months)
To allow time for capacity assessment and
) 80.88 Principal Recipient selection, and to
1 Guinea B GIN-T-PSI US$ 6 499,55 enable transition to the allocation based
funding model.

7 The revised budget reflects the original approved budget amount of US$201,004,571, the revised signed budget amount of US$178,634,519, and the additional incremental funding of
US$36,623,979 recommended by the GAC for Board approval.
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01 Summary of the Deliberations of the Secretariat’s Grant Approvals
Committee (GAC) on Shortened Grants

Introduction

In this report, the Secretariat recommends to the Board additional funding for, and extension of, one of the
grants® with implementation period ending prior to 31 December 2017 (the “Shortened Grants”). As
reported to the FOPC and the Board, Shortened Grants are a sub-set of the grant portfolio where the
Secretariat has applied operational flexibility provided by the Board to shorten (or lengthen) the duration
of certain grants (GF/B31/DPo09). The result of exercising this flexibility, together with countries that were
early applicants during the 2013 transition to the allocation-based funding model, is that several grants
have end dates before 31 December 2017, which marks the end date of the typical four-year period over
which the total funds allocated in March 2014 were to be utilized (GF/B31/DPo09).

The Secretariat applied the operational flexibility for Shortened Grants based on an evaluation of the need
to maintain the scope and scale of certain disease component programs. These considerations factored in
coverage levels of essential programmatic interventions previously funded by the Global Fund, including
gains achieved in controlling or reversing the epidemics, and recognized that certain countries had LLIN
mass campaign cycles that resulted in having to use their total allocation to cover two LLIN mass
campaigns.

Once disease components were prioritized as Shortened Grants, the TRP reviewed the relevant concept
notes based on the understanding that technically sound and strategically focused elements of the request
for funding beyond the planned shortened implementation period would be treated as quality demand that
could not be funded within the amounts initially allocated to the country components. The GAC approved
the final grant amounts for funding recommendation to the Board based on a systematic and robust process
of validating programmatic assumptions and funding gaps as submitted in the concept notes and confirmed
by the TRP. In its review of the disbursement-ready extension to the grants, the GAC took into account risk
assurance mechanisms, program progress made to date and the fulfillment of TRP and GAC clarifications
during implementation.

Shortened Grants are submitted to the Board for approval on a case-by-case basis. This is determined by
the timing of when additional funding would be needed, by quarter and month, in line with estimated
delivery lead times for commodities, timing of implementation of key programmatic activities, such as mass
long-lasting insecticidal net campaigns, and engagement of in-country stakeholders, including CCMs,
Principal Recipients and in-country technical partners. This is to ensure program budgets and availability
of funds for 2017 are aligned with the most up-to-date programmatic information.

The additional resources for investment in Shortened Grants, requested for approval by the Board, are
derived from the amount of available funding validated by the FOPC at its 17t meeting in March 2016. This
available funding has been managed within the limits of the 2014-2016 allocation, based on the operational
mechanism put in place to leverage forecasted unspent funds across the portfolio through portfolio
optimization, as most recently presented to the Audit and Finance Committee (the “AFC”), the successor
committee to the FOPC, in June 2016.9

8 Disease components with Shortened Grant implementation periods include the following: Kenya Malaria,
Mozambique Malaria, Mozambique HIV, Sudan Malaria, Tanzania HIV, Uganda Malaria, Uganda HIV, Zimbabwe
Malaria, Congo (Democratic Republic) Malaria, Nigeria Malaria, and Ghana Malaria. These will be presented for
approval by the Board for additional funding or grant extension over the coming months, the timing of which will be
aligned to programmatic and funding needs, on a case-by-case basis.

9 As set forth in GF/AFCo1/05.
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Uganda HIV Shortened Grant: Ministry of Finance, Planning and Economic Development
(UGA-H-MoFPED)

1.1 Rationale for increase in incremental funding. The GAC recommends for Board approval the
increase in incremental funding of the Uganda HIV shortened grant to continue implementation through
31 December 2017, and to sustain the scope and scale of essential services in HIV treatment in 2017.

1.2 Background of the shortened grant duration. Under GF/B33/EDP04, the grant for the Uganda HIV
program with the Ministry of Finance, Planning and Economic Development as the Principal Recipient was
approved with an end date of 30 June 2018 but exceptionally considered shortened because not all
prioritized, essential services were funded through end 2017. The Uganda joint TB/HIV concept note was
submitted to the TRP in November 2014. The GAC endorsed the TRP recommendations and approved
US$19,842,776 of incentive funding in addition to the allocation amount for the HIV component to support
underfunded areas including TB care and prevention, MDR-TB, TB/HIV as well as HIV prevention for
general, youth, and key and vulnerable populations. As part of the GAC recommendation to the Board the
GAC confirmed that a shortened grant duration until June 2017 was deemed appropriate for the HIV grant
given funding gaps for the ART program.

1.3 The GAC noted that maintaining the scope and scale of Global Fund contributions to medicines,
commodities and essential HIV/AIDS services, based on the programmatic assumptions agreed by the TRP
and GAC, was estimated at US$36,623,979. As no savings have been identified for reinvestment within the
disease program as of June 2016, the 2017 funding gap of US$36,623,979 is to be funded through the
allocation of funds from the overall amount validated by the FOPC as available for portfolio optimization at
its March 2016 meeting. The additional funds would reduce the remaining unfunded quality demand to
US$308,588,068. In order to align the implementation periods across the Uganda HIV grants, the GAC
further recommended that the grant end date for the prevention activities previously budgeted for the
period January to June 2018 be reprogrammed and efficiencies optimized within the budget for the grant
with the new end date of 2017. The GAC acknowledged that the misalignment between implementation
periods of the treatment and prevention components of the HIV program is a result of the implementation
arrangements in which the Ministry of Finance serves as a pass-through PR for implementation by the
Ministry of Health and civil society sub-recipients respectively. Aligning and harmonizing the
implementation of the Global Fund supported prevention and treatment components of the Uganda HIV
program will enhance coordination and enable a holistic approach to development of the country’s funding
request for the 2017-2019 allocation period.

1.4 Strategic focus of the program. Uganda has a generalized HIV epidemic with HIV prevalence
increasing from 6.4 percent in 2004/5 to 7.3 percent in 2011. Women have higher prevalence than men at
8.3 percent versus 6.1 percent and key populations include TB patients, fishing communities, female sex
workers, men who have sex with men, uniformed personnel, people in prisons and truckers. With 834,931
people living with HIV on ART, Uganda has increased ART coverage to 57 percent by the end of 2015. While
a high number of new infections were estimated in 2015 at 83,000, the trend of new infections in Uganda
has decreased since 2010, when 130,000 incident cases were estimated. By the end of 2015, an estimated
55,000 deaths were averted due to ART. Coverage of pregnant women who receive ARV for prevention of
mother-to-child transmission has reached 95 percent in 2015 with 117,887 pregnant mothers on lifelong
ART for prevention of mother-to-child transmission, resulting in 29,000 averted infections. The focus of
the request is to ensure continued availability of commodities that are critical for continuity of HIV testing,
HIV treatment and laboratory monitoring, to contribute to narrowing the funding gap in the public sector,
as the private sector need is fully supported by other development partners. By the end of 2017, Uganda
aims to reach 66 percent coverage, with 1,115,985 people living with HIV on ART. The incremental funding
will support increase of patients ART, with 241,000 patients in 2015 and 264,000 in 2016, and is expected
to include coverage of HIV positive pregnant women enrolled on ART in years 1 and 2 of the current
implementation period.

1.5 Operational issues, risks and implementation challenges. The main risk within the Uganda HIV
program is related to treatment disruption caused by funding limitation and insufficient visibility of the
Government’s contribution to ART funding where a firm commitment and contribution is needed for
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ambitious scale-up. The Secretariat will develop a mechanism to track delivery of Government
commitments and will increase engagement in collaboration and dialogue among the Government and
partners to mobilize additional domestic financing to address ART funding gaps and enhance sustainability,
by September 2016, and on an ongoing basis during grant implementation. One of two key financial risks
includes fraud risk, explained by the country’s position in the International Transparency Index. This is
being addressed by strengthening the integrity and controls within the sub-recipients through enhanced
internal controls. The other source of risk is the delayed retirement of advances, which restricts the
programs’ cash flow for implementation and makes the advances susceptible to misuse. This risk is being
addressed through the implementation of the re-imbursement agreement with the Principal Recipients
related to ineligible expenditures, heavy commoditization of the grants and procurement through pooled
procurement mechanism (PPM). Additional risks related to insufficient logistics management, storage and
distribution arrangements are being mitigated by the Secretariat in collaboration with in-country partners
to streamline the procurement and supply chain management system, supporting the construction of a
warehouse to improve storage capacity at the central level and the implementation of an ART enterprise
resource planning through US President’s Emergency Plan for AIDS Relief (PEPFAR) for the national
medical store and warehouse management system.

1.6 Audit by the Office of the Investigator General (OIG). Audit by the Office of the Investigator General
(OIG). In November 2015, the OIG undertook a risk-based audit of the Global Fund grants in Uganda in
addition to following up on the previous audit TGF-OIG-09-005 of 9 September 2009. The report (GF-OIG-
16-005) was released on 26 February 2016 and resulted in six agreed management actions covering
challenges in financial accountability, supply chain management, and data availability. The reporting
timelines for each action will be met. The Secretariat is already engaging with the Principal Recipient and
implementation partners to agree on the broader objectives and processes to address the recommendations
of the OIG, in addition to already meeting one agreed management action due 30 June 2016. In order to
allow for the OIG to finalize the results of the investigation, the other agreed management action due 30
June 2016 has been postponed until quarter four of 2016. The OIG audit report identified US$28.18 million
in unexplained variances in the quantities of commodities, of which US$21.4 million from national medical
stores was referred for investigation. The OIG is still in the process of investigating the variance of
US$21.4m, however, it has been established that the data provided by the national medical stores to the
OIG audit team was incomplete. The method used by the national medical stores to extract the required
data from the inventory management system and present it within an Excel spreadsheet appears to have
caused multiple rows of data to be dropped from the original report. The investigation should be completed
within the next month. As soon as the investigation is closed, the Secretariat will establish the final
recoverable amounts and pursue the full restitution to the Global Fund. GAC partners expressed support
for the mitigation actions arising from the OIG audit and stressed that the identified actions should be
embedded within grants to be approved by the Board in this report, and should be continued in the new
allocation period as appropriate. In addition, partners highlighted the importance of continued engagement
of partners in helping ensure progress against the implementation of the action matrix developed in
response to the OIG audit.

1.7 Progress on key issues raised by the TRP, GAC and Board. In its review of the Uganda TB/HIV

program, the TRP, GAC and Board raised several concerns that were addressed by the applicant:

e Sustainability of ART: The Government has committed US$28 million for ARVs for the fiscal year from
July 2016 to June 2017 and the ARV budget will be ring-fenced to ensure the committed amount is used
for ARVs as intended. The Government budget allocation of domestic resources for health has
increased, and a number of initiatives have been put in place aimed at leveraging domestic resources
for health including the HIV/AIDS trust fund, and a national health insurance scheme under
consideration by Parliament.

e Attention to people who inject drugs: The program is collaborating closely with the Global Fund-
supported Kenya AIDS NGOs Consortium (KANCO) regional grant to increase access to essential HIV
and harm reduction services for people who inject drugs. Additionally, a mapping exercise of this
population and peer training exercise for service access were recently concluded.

e Gender-based violence: The civil society grant under The AIDS Support Organization (TASO) will
implement activities to remove legal barriers to access and to improve service delivery, including
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interventions addressing gender-based violence and advocacy for legal rights, from which lessons
learned will be documented by the CCM.

e Prevention interventions: The Ministry of Health, in collaboration with Makerere University School of
Public Health, has completed a review of the condom program strategy, as well as an evaluation of HIV
primary prevention. Efficiencies identified during implementation will be reallocated to strengthen
HIV prevention interventions based on the findings, results and recommendations of these reviews.

o Legal barriers to access services: The Anti-Homosexuality Act (the “Act”), which was passed in
December 2013, was challenged by petitioners, including academics, journalists, and both ruling party
and opposition Members of Parliament, and rights groups. The petition led to the annulment of the Act
by the Constitutional Court.

1.8 Domestic contributions. Domestic financing commitments for HIV, TB, Malaria, and HSS in the
2015 to 2017 period is US$213 million, a US$34 million increase in investment compared to the 2012 to
2014 period. Domestic commitments pertain to earmarked allocations for procurement of ARVs, TB drugs
and artemesinin-combined therapy; to the MOH for implementation of indoor residual spraying and
counterpart contribution for coordination of Global Fund grants; and to the National AIDS Commission.
The share of health in the domestically financed budget has increased from 6.6 percent in fiscal year 2014
to 2015 to 7.6 percent in 2016 to 2017. In the context of exchange rate depreciation which fueled inflation
prospects and prompted monetary tightening, the 2016 to 2017 budget framework focuses on improving
efficiency of health investments through implementing the health financing strategy; fast tracking
establishment of the national health insurance scheme and provision of a medical credit fund for private
health sector players; implementing a transparent resource allocation process; and strengthening financial
and commodities tracking systems.

1.9 GAC review and recommendations. GAC partners expressed strong support for the use of funds to
fill the commodity gap in the public sector and highlighted the importance of ensuring the effectiveness and
quality of the treatment program through a differentiated approach to treatment and retention in care. GAC
partners further highlighted the need to ensure capacity for HIV testing and enrollment on ART for HIV-
positive TB patients. GAC partners acknowledged the planned move to the “test and treat” strategy and the
Secretariat added that in addition to the nearly one million patients on treatment, prevention efforts have
expanded significantly. GAC partners encouraged the Secretariat to continue to closely monitor prevention
efforts for key populations who face legal barriers. The Secretariat took note of GAC partner concerns about
availability and use of female condoms and confirmed that male condoms are well integrated into social
marketing programs. The Secretariat acknowledged that Uganda is a leading example of how a partnership
can leverage the strengths and contributions of the various actors at country level. In response to GAC
concerns about procurement and supply chain management, the Secretariat stressed the importance of
capacity building and increased transparency as part of the collaboration with the national medical stores
in building a new warehouse as well as other initiatives that may yield efficiencies for the program. GAC
partners suggested that improved procurement practices from reforms of the national medical stores,
including a robust tracking strategy to trace commodities, may result in opportunities for further costs
savings to be reinvested in the program.
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V. Additional Matters

01 Extensions Approved by the Secretariat Pursuant to Its Delegated
Authority

The Secretariat hereby notifies the Board that it has approved extensions to the grants listed in Table 3

below in accordance with the Board decision GF/B31/DP12.

Table 3: Grant Extensions Approved by the Secretariat

Disease Period of Additional
N Country Grant Name | Currency Extension Funding
Component
(Months)

1 Georgia TB GEO-T-NCDC € 6 0
2 Sri Lanka HSS SRL—9;1—G15— US$ 12 0

: ZAM-H- 5
3 Zambia HIV/AIDS UNDP US$ 6

This document is part of an internal deliberative process of the Global Fund
and as such cannot be made public.
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