¢ The Global Fund

Monthly Update to the Board

Welcome from the Board Leadership

This month of September marked the highlight of the Global Fund’s impressive success to date — donor and
implementer confidence in our strategy and model allowed us to raise nearly USD 13bn for the next three
years. This is an absolutely amazing milestone that we all celebrate in our hearts.

The sincere patronage of the 5th Replenishment Conference by the Government of Canada was truly
inspiring, and we are profoundly grateful for that. The mobilization of voices, the presence of a rich diversity
of stakeholders and the unanimous support to what the Global Fund achieves — give us inspiration to do
more and better. The Board Leadership is grateful to the Secretariat staff for its tireless efforts, during the
past three years, to make the 5th Replenishment so successful. Now that we are back from Canada, the
work starts again and anew for the next Replenishment conference to be held in 2019.

The Board Leadership invites us all to think about longer replenishment periods and more sustainable
sources of financing, in order to reduce the high dependency of the Global Fund with millions of people
depending on us for life-saving treatments, inevitably political environments change frequently, and a longer
period would be optimal.

Another thought coming back from Canada was about implementer governments pledging. It was very
moving to see these countries to express their trust in us and to be part of this joint, colossal global effort. As
donors. And as implementers. As those who wish to be equal partners. You might be tired hearing us saying
that we should move away from donor-implementer dichotomy in our governance structure, but here we will
raise this matter louder, for our joint reflection on this.

In New York, the Board Chair had a constructive meeting with Board Chairs and CEOs of Gavi, Global
Partnership for Education and Global Fund. Mapping synergies, implementing programs together, and
learning from each other will only make us more successful individually but also collectively. Serious follow-
up work is underway from this meeting.

The Board Vice-Chair attended the Implementers’ Group retreat in Kenya. With the smooth and diplomatic
leadership of Allan Maleche and Natalya Nizova the group discussed a number of topics, including human
rights, absorptive capacities, sustainability and transition, gender equality and much more. The feedback
after this moving meeting has already been shared by its leadership, but we must underline the plan of the
implementer group for strengthening the Board’s constituencies and better support to the Global Fund in
implementation of its Strategy.

The latest from the
Coordinating Group Virtual Room...

The Coordinating Group met virtually on 7 September and focused on Upcoming Meetings
an update for replenishment, Q2 risk register, Zero-Based Budgeting, ) )
upcoming committee meetings in October and Observers to Committee Meetings
committee meetings. Based on committee self-assessments in June, 13-14 October 2016
some lessons will be applied for October meetings, in terms of Geneva

documentation and around the organization of joint sessions, as well " _

as attendance of Observers. 36" Board Meeting

CG members and the Chief Risk Officer discussed the prioritization of 16-17 November 2016
risks and agreed that timelines and milestones for achieving target Montreux

risks should be set up, for better monitoring of implementation of
mitigating actions and greater accountability. Discussions are
underway on how to achieve a good discussion about risk appetite at
the Board level.
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Audit and Finance Committee (AFC)

In September the AFC attention was focused on the outcomes and adequacy of risk mitigation in grant
management operations. The committee reviewed the OIG country audit reports on DR Congo, India, and
Malawi and discussed preliminary outcomes of the Financial Control Environment Review (FCER) in Nigeria.
Currently the Secretariat is finalizing a comprehensive set of management actions seeking to strengthen
grant impact in Nigeria as well as draw conclusions to improve outcomes across the portfolio that will be
used also to inform decisions about whether to commission further FCERs.

AFC leadership further spent significant time working with the Secretariat to prepare for the upcoming
committee meetings. Among the priority topics for the AFC committee meeting in October is the
recommendation to the Board on the amount of funding available for country allocations for the 2017-2019
cycle, a recommendation to the Board on the 2017 Operating Expenditures Budget, approval of the interim
financial statements, and approval of the 2017 OIG audit plan. The AFC will work with the Secretariat and
the SC committee to align around a robust estimate of the resources available for country allocations based
on the 5" Replenishment conference and oversee the continued resource mobilization efforts to further
increase resources available for implementing programs.

Ethics and Governance Committee (EGC)

During the month of September, the EGC engaged in consultations with the Governance Focal Points
network on Selection Processes for Board Direct Reports (Executive Director and Inspector General).
Feedback received from constituencies will inform the development of proposals for improvements which will
be submitted to the EGC’s October meeting, ahead of discussions at the November Board Meeting. The
EGC thanks constituencies for their engagement as it works to develop proposals for the Board’'s
consideration.

These consultations form part of the EGC’s work on planning the process for selection and appointment of
the next Executive Director. In this regard, the EGC has initiated a review of past selection processes, is
preparing for the selection of an executive search firm, and has commenced deliberations to inform the
development of a robust process to appoint the next Executive Director, which it will finalize at its October
2016 meeting for recommendation to the Board. Of particular note, following the close of the October EGC
meeting, the EGC will make a recommendation to the Board for electronic approval of the Terms of
Reference for a Nominations Committee. At the 36th Board Meeting in November, the Board will consider
any necessary revisions to the Terms of Reference of the Executive Director, the selection process and
timeline, and define voting rules for the appointment, before formally launching the process to select and
appoint the next Executive Director. In addition, the October meeting agenda will focus on the following:

o Oversight of the Ethics Function, including reviewing the outcomes of the Ethics Officer's assessment
phase and recommendations regarding the effectiveness and implementation of the Global Fund Ethics and
Integrity Framework. In addition, the EGC will consider the Ethics Function work plan and budget for 2017.

o Recommendations to the Board on core governance processes and policy, including revisions to the
Constituency Funding Policy.

o Discussion regarding the process for the selection of the Board Chair and Vice-Chair, prior to
consultation with the Governance Focal Points network and discussions at the November Board Meeting .

o Review of the outcomes of the Governance Performance Assessment conducted in July-August 2016
under the Board-approved Governance Performance Assessment Framework, which will be reported to the
Board at the 36th Board Meeting in November.

0 The committee will also engage in risk management agenda items in joint session with the Audit and
Finance Committee and Strategy Committee, and will take the time to engage in strategic discussions in
relation to Board Size and Composition, and CCM matters (joint with the Strategy Committee).

On 7 October 2016, the Board appointed Joan Elise Dubinsky as an independent ethics expert for the EGC.

Strategy Committee (SC)

During September 2016, the Strategy Committee continued its collaboration with Technical Partners and the
Secretariat on the prioritized list for Catalytic Investment. Once final, the list will be submitted to the
Committee at its upcoming October meeting for approval and recommendation to the Board in November.
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A vacancy on the Strategy Committee resulting from the resignation of the Committee Member for France,
Philippe Meunier, has been filled. The new Member is Ambassador Michéle Boccoz, a very experienced
diplomat, who was recently appointed to the Council of Ministers as Ambassador for the fight against HIV-
AIDS and communicable diseases. We congratulate Ambassador Boccoz on this appointment and wish her
successful tenure. The Strategy Committee and the Board express their appreciation to Ambassador
Meunier for his contribution to the Committee’s work during his term as representative of the France
constituency and wish him well in his new appointment. The Chair of the SC spent a week in Geneva,
meeting with many representatives of the Secretariat: Office of Board Affairs, TRP, CCM Hub, Africa Bureau
Liaison, Policy Hub (to discuss allocation), Strategic Controlling (to discuss targets and KPIs), and OIG (to

discuss risk policy).

Other
OIG news update

In September, the OIG published an audit of
grants in the Democratic Republic of Congo
(DRC), one of the Global Fund’s largest portfolios.
Implementing health in the country is a serious
challenge after two decades of intermittent civil
war, degraded infrastructure and significant
political instability. Nonetheless, recent data show
an encouraging upward trend in the fight against
AIDS, tuberculosis and malaria. From 2000 to
2014, the tuberculosis (TB) death rate was
reduced by 14%, and HIV co-infection has
steadily decreased from 60 to 45 cases per
100,000 inhabitants. The number of households
possessing at least one mosquito net rose from
9% in 2007 to 70% in 2014.

In a portfolio which has as its main objective to
make sure drugs reach patients, the OIG found
supply chain controls were ineffective. Auditors
were able to provide reasonable assurance on
drug accountability up to the health zone level
with 97% of drugs sampled traced from regional
warehouses to health zones. However, 31% of
drugs sampled could not be traced from health
zone to local health facility level. Moreover, in the
absence of effective supervision, adequate
oversight over the consumption of drugs, and last
mile delivery, stock-outs were pervasive along the
supply chain.

Although the HIV program has substantially
increased the number of people on antiretroviral
treatment, the current 32% coverage rate remains
low compared to other countries in the region.
Moreover 30% of people on antiretroviral
treatment are lost to follow up and viral load
monitoring is only performed for 25% of people on
antiretroviral treatment. In addition, in spite of
recent efforts to improve HIV-TB collaboration,
there are multiple signs of weaknesses in program
quality. For example, 65% of facilities audited did
not provide treatment to prevent people on
antiretroviral treatment from getting tuberculosis.
The Global Fund is putting in place several
corrective measures considering the size of the
portfolio including pilot initiatives to strengthen
supply chain arrangements and a supervision plan
across the three diseases with its country
partners.
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