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Introduction

This Operational Policy Manual (Manual) compiles the Global Fund operational policies that apply across
the grant life cycle (GLC). The Operational Policy Notes (OPNs) contained in the Manual are based on
policies approved by the Global Fund Board and GLC approaches developed by the Global Fund
Secretariat. The OPNs define key principles, rules and requirements for managing grant life cycle
processes and associated grant deliverables to comply with, and go through an internal review and
approval process before they are issued and are updated regularly / as needed. The internally-focused
Operational Procedures define standard procedures expected to be followed to implement and
operationalize the rules and requirements. For more information, visit the Global Fund website.

The Global Fund reserves the right to interpret the OPNs set out in the Manual. Questions regarding their
application to specific Global Fund-supported programs can be addressed to the relevant Global Fund
Country Team. General / non-program specific questions can be addressed to:
operationalefficiency@theglobalfund.org.

Grant Life Cycle

The Grant Life Cycle (GLC) starts when the Global Fund informs eligible countries of the amount of funding
they can apply for per disease component through allocation letters, as part of the Allocation and
Funding Request processes. Following country dialogue with key in-country stakeholders, applicants,
who are mostly Country Coordinating Mechanisms (CCMs), develop funding requests, detailing how the
allocated funds will contribute to national disease programs and strengthen systems for health. The

funding request lays out the high-level programmatic targets and
@ Ney, proposes a budget to guide grant-making.
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Cycle

The Technical Review Panel (TRP), an independent body,
reviews the funding requests for strategic focus, technical
soundness, and potential for impact. Once TRP-recommended,
the funding request proceeds to grant-making. Grant-making is
the process of translating the funding request into quality grants,
with the Global Fund strategy embedded in the grant design.

Grants are negotiated between the Global Fund and the selected
Principal Recipient (PR), in consultation with in-country
stakeholders and communities. The programmatic targets and
budget are agreed upon and documented in the Performance
Framework and Budget, and form part of the Grant Confirmation.
Quality grants are both disbursement- and implementation-ready
when submitted to the Grant Approvals Committee (GAC) for
review, so they are ready to start implementing grant activities on
day one.

Once the grant is recommended for Board approval by the GAC and approved by the Board, the grant is
signed by both the Global Fund and the PR and acknowledged by the CCM. The grants need to be fully
signed at least one month, and ideally two months before the implementation period! (IP) start date to
ensure implementation-readiness.

Implementation Oversight allows the Global Fund to maintain an overview of implementation progress
and to jointly define solutions to address implementation bottlenecks. Once grant implementation has
started, PRs regularly report to the Global Fund through Progress Updates (PUs), Pulse Checks and other
reporting mechanisms. The programmatic results are reported against the targets set in the Performance
Framework, and the financial expenditure is reported against the agreed Budget. Based on this and any
risks or issues identified, the Global Fund undertakes a comprehensive performance assessment, and
issues a Performance Letter to the PR, which communicates the Country Team findings, performance

" The period during which a set of program activities are completed as part of a grant (typically 3 years).
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rating and required actions to address identified implementation challenges and additional risks. PRs
include a disbursement request annually, through the Progress Update and Disbursement Request
(PU/DR).

As part of the subsequent Annual Funding Decisions & Disbursements (AFDD) process, the Global
Fund determines and commits the amount of funding that will be disbursed to the grant over following 12
months, considering implementation performance, issues, and risks. The First Annual Funding Decision
(1st AFD) is based on the approved grant Budget for year 1. Funds committed through the AFD are
disbursed to the PR or to a third party on behalf of the PR, for the payment of goods and/or services.
Disbursements are released to implementers and third parties in a timely manner to ensure grant activities
can continue.

During implementation, Revisions allow the PR to adjust investments according to the changing context
and other needs and ensure that these investments are still aligned to national strategic plans and the
Global Fund strategy. As part of revisions, changes can be made to programmatic targets in the
Performance Framework and/or Budget, and/or additional funding can be added to the grant. Depending
on the scope of the changes, an Implementation Letter (IL) is issued to amend the Grant Confirmation?.

Finally, when a grant reaches the end of an IP, the Closure process is triggered. When a grant with the
same PR continues from one IP to the next, the IPs are reconciled. If there is a change of PR, if the country
is transitioning from Global Fund’s financing, or if several grants managed by the same PR are
consolidated into one, the grant needs to be closed. As part of the closure financial commitments and
obligations are addressed, remaining grant funds or recoveries are returned, program assets are
accounted for, and final reporting is submitted.

Throughout the above-described GLC, in-country stakeholders, CCMs, PRs and Local Fund Agents (LFA),
play fundamental roles. To enable the efficient and effective delivery of all GLC processes, it is critical that
the Global Fund has accurate and updated organization and contact information on CCMs, PRs and LFAs.
This is known as Grant Entity Data. These in-country stakeholders are responsible for regularly reviewing
and updating their own information.

Requirements, reviews and approvals of grants are differentiated based on portfolio categories: High
Impact, Core and Focused, and other factors such as challenging operating environments (COE) and
transitioning countries.

2 A Grant Confirmation regulates the specific terms of the grant being signed, summarizes the grant objectives and formalizes the negotiated
Performance Framework and Budget.
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Approved 2 March 2026

GC8 Portfolio Categorization: Country and Multicountry*

________CORE HIGH IMPACT

1. Armenia

2. Azerbaijan

3. Belarus

4. Bhutan

5. Bolivia

6. Botswana

7. Cabo Verde

8. Colombia

9. Comoros

10.Cuba

11. Djibouti

12. Dominican
Republic

13. Ecuador

14 Egypt

15. Bl Salvador

16. Gabon

*Motes:

FOCUSED

19 Georgia

20. Guatemala

21_Honduras

22 _Iran (Islamic
Republic)

23 Kazakhstan

24 _Kyrgyzstan

34 Peru

35.5a0 Tome
and Principe

36. Serbia

37. Solomon
Islands

38.5rn Lanka

25 Lao PDR 39 Tajikistan

26. Mauritania 40. Timor-Leste
27 Moldova 41 Turkmenistan
28 _Mongolia 42 UzbekKistan
29 _Montenegro 43 Zanzibar

3J0. Morocco

31 Nicaragua

32 Paraguay

* Multi-country North Africa

* Multi-country Western Pacific
* Multi-country Caribbean (OECS)

© ~

9.

S N

. Afghanistan
Angola
Benin
Burundi
Cambodia
Central African
Republic
Chad

Congo
(Brazzaville)
Eritrea

10. Eswatini

11. Gambia

12. Guinea

13. Guinea Bissau
14_Haiti
15.Lesotho

16. Liberia

17.Madagascar

18. Namibia

19_Niger

20 Nepal

21.Papua New
Guinea

22 Bwanda

23 5Senegal

24 _Sierra Leone

25 Somalia

26. South Sudan

27 _Sudan

28. Thailand

29 Togo

30. Ukraine

31 . Venezuela

Middle East Response

19. Tanzania
20.Uganda
21.Viet Nam
22 Zambia
23. Zimbabwe

. Bangladesh
Burkina Faso
Cameroon
Congo DR
Cdte d'lvoire
Ethiopia
Ghana

India
Indonesia
1[] Kenya

11. Malawi
12.Mali

13. Mozambique
14 Myanmar

15. Nigeria

16. Pakistan
17_Philippines
18. South Africa

Regional Artemisinin-resistance
Initiative

©RND A WN S

Multi-country categorization only covers combined allocation multi-country programs. Regional grants funded from the Multi-country Catalytic Investments will be categorized
following approval of allocation for each grant based on the categerization criteria for multi-country portfolios. Exceptions to the criteria to be approved by EGMC.

Countries eligible but not receiving 2026-2025 allocation not categorized.

Zanzibar categorized as Focused but managed by HI Africa 2 Department; Malawi and Cameroon categorized as High Impact but managed by AME Department.
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Approved Dec 2022, Updated Feb 2023

2023-2025 Portfolio Categorization: Country and Multicountry™®

Armenia
Azerbaijan
Belarus
Belize
Bhutan
Bolivia
Botswana
Cabo Verde
Colombia

10 Comoros

11. Costa Rica

12.Cuba

13. Djbouti

14. Dominican

Republic

15. Ecuador

16. Egypt

17.El Salvador

18. Equatorial

Guinea

19. Gabon
Multicountry
Western Pacific

CENDNAWN

Multicountry categorization only covers combined allocation multicountry programs. Regional grants funded from the Multicountry Strategic Initiative will be categorized following approval of allocation

FOCUSED

20.Georgia
21.Guyana
22 Honduras
23.Iran (Islamic
Republic)
24 Jamaica
25 Kazakhstan
26. Kosovo
27 _Kyrgyzstan
28 Lao PDR
29 Malaysia
30 Mauritania
31.Mauritius
32 Moldova
33.Mongolia
34.Montenegro
35.Morocco
36. Nicaragua
37.Paraguay

Multicountry
Caribbean

38.Peru
39 Russian
Federation

40.Sao Tome and

Principe
41. Serbia
42 . Solomon
Islands
43.5rn Lanka
44 Suriname
45 Tajikistan
46. Timor-Leste
47. Turkmenistan
48 Uzbekistan
49 Zanzibar

Multicountry North

Africa

. Afghanistan
Angala

Benin
Burundi

o b =

Republic
Chad
Congo
(Brazzaville)
8. Eritrea

9. Eswatini

10. Gambia

11. Guatemala
12. Guinea

~o

13. Guinea Bissau

14 Haiti
15. Korea (DPR)

Central African

16. Lesotho

17.Liberia

18. Madagascar

19. Namibia

20_Nepal

21_Niger

22 Papua New
Guinea

23.Rwanda

24_Senegal

25.Sierra Leone

26. Somalia

27.South Sudan

28. Sudan

29 Togo

30. Ukraine

31 . Venezuela

Middle East Response

for each grant based on the categorization criteria for multi-country portfolios. Exceptions to the criteria to be approved by EGMC.
Countries eligible but not receiving 2023-2025 allocation not categorized.
Zanzibar categorized as Focused but managed by HI Africa 2 Department; Malawi and Cameroon categerized as High Impact but managed by AME Department

. Bangladesh
Burkina Faso
Cambodia
Cameroon
Congo DR
Céte d'lvoire
Ethiopia
Ghana

India

10 Indonesia
11 Kenya

12. Malawi

13. Mali

14 Mozambique

LoD R W

CORE HIGH IMPACT

15 Myanmar
16.Nigeria

17. Pakistan
18_Philippines
19. South Africa
20. Tanzania
21.Thailand
22 Uganda
23.Viet Nam
24 7ambia

25 Zimbabwe

Regional Artemisinin-resistance

Initiative (RAI)
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COE classification list for GC7 - 2025 update

1. Afghanistan 12. Irag**

2. Burkina Faso 13. Korea (Democratic
3. Burundi Peoples Republic)
4. Central African Republic 14. Lebanon**

5. Chad 15. Liberia

6. Congo (Democratic Republic) 16. Libya™*

7. Eritrea 17. Mali

8. Ethiopia* 18. Myanmar

9. Guinea 19. Nicaragua

10. Guinea-Bissau 20. Niger

11. Haiti 21. Nigeria

* For Ethiopia, only the Northem Ethiopia is COE
** Managed as part of MER grant

22.Pakistan
23.Palestine**

24.
25.
26.
21
28.
29.
30.
31
32.

Papua New Guinea
Sierra Leone

Somalia

South Sudan

Sudan

Syrian Arab Republic**
Ukraine

Venezuela

Yemen**
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Funding Request and Grant-making

IN THIS SECTION

1.1 Design Funding Requests and Sign Quality Grants
1.2 Co-financing
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C THE
GLOBAL i} .
*) FUND Operational Policy Note
Design Funding Requests and Sign Quality Grants
Approved on 17 April 2026
Approved by Executive Grant Management Committee
Process Owner Access to Funding Team; Grant Portfolio Solutions and Support Department

Process Metrics for Design Funding Requests and Sign Quality Grants

Country Coordinating Mechanisms (CCMs)*, Principal Recipients (PRs) and Country Teams (CTs) are
expected to meet the following metrics:

e |If applicable, Technical Review Panel (TRP) Review and Recommendation forms are signed off by
the TRP and accepted by CT within 5 days following the final TRP plenary of each Window.

e |If applicable, CCM, PR and CT ensure that grant-making actions identified by the TRP are addressed
by the respective due dates.

e During Funding Request, CCM undertakes an inclusive and holistic country dialogue for all
components to ensure compliance with CCM Eligibility Requirement 1. The results are reflected in
the funding application.

e During Grant-making, CCM for High Impact and Core portfolios convenes at least two meetings for
the PRs to brief and receive feedback from the CCM, including from the community and civil society
representatives.

e The Grant Confirmation is signed by the PR and Global Fund Secretariat (the Secretariat) before the
new Implementation Period (IP) start date.

* In this OPN, CCM refers to Country Coordinating Mechanisms (CCMs), Regional Coordinating Mechanisms (RCMs), non-CCMs, and Regional
Organizations (ROs) unless otherwise indicated. Refer to the Country Coordinating Mechanism Policy for more information.

1. The goal of the Design Funding Requests and Sign Quality Grants (Funding Request and Grant-
making)® processes is to ensure funding applications are well designed, undergo timely and quality
review, and translate into quality grants*that are (i) disbursement-ready for Grant Approvals Committee
(GAC) recommendation and Board approval, and (ii) implementation-ready at the IP start date.

2. The CCM, PR and CT ensure that the funding application and grant design acknowledge the changing
development landscape and take into account the national priorities®, the Global Fund 2023-2028
Strateqy, strategic shifts and adaptations for Grant Cycle 8 (GC8)® including to support program
sustainability and effective transitions from external financing, and the aims of the allocation outlined
in the allocation letter.

3. Disbursement readiness and implementation readiness facilitate (i) timely implementation of grant
activities from the IP start date; and (ii) continuity of grant activities across IPs.

Definition
Disbursement- Disbursement readiness is achieved when:
ready i.  All grant documents’ required for GAC recommendation are in their final form and

agreed by the CT and the PR;

ii. Issues identified by the TRP (if any) that need to be addressed before grant signature
have been addressed to the TRP’s and/or the Secretariat's (where delegated)
satisfaction;

3 In this OPN, ‘Funding Request and Grant-making’ refer to the Design Funding Request and Sign Quality Grants processes while ‘funding
application’ refers to the package of documents that are developed and submitted to access the allocation.

4 A quality grant is defined as a grant positioned to effectively deliver its strategic objectives and achieve the targeted impact as reviewed by the
TRP or GAC and as approved by the Global Fund Board.

5 As expressed and endorsed in the funding application submitted to the Global Fund.

6 Refer to the ‘Strateqgic shifts and adaptations for GC8’ on the Global Fund website. GC8 covers the 2026-2028 allocation period.

7 As defined in the Annex 1a on Deliverables by Portfolio Category.
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iii. Issues identified by the CT that need to be addressed prior to the release of the first
Annual Funding Decision (AFD) and disbursement are resolved; and

iv. Residual risks have been identified and prioritized, with actions and controls defined
to mitigate each risk to an acceptable level.

Implementation-| Implementation readiness is achieved when: a disbursement-ready grant is approved

ready and signed before the IP start date, and the PR can begin implementing grant activities

immediately on the IP start date.

This requires advance preparation, such as the early identification and contracting of PR
human resources; Sub-recipients (SR); and suppliers of health products and critical
services®; and an agreed implementation work plan for year one of the IP, if applicable.

4. Achieving disbursement readiness and implementation readiness within the prescribed timelines
requires that the CCM selects and nominates PRs, and plans and undertakes country dialogue and
end-to-end Funding Request and Grant-making processes as early as possible. Early PR selection
and nomination ensure that the PR has a good understanding of key priorities, translates these into
grant design and develops grant documents early.

Operational Policy

5. This OPN supersedes the OPN on Design and Review Funding Requests and the OPN on Make,
Approve and Sign Grants (approved on 12 January 2023 and 13 March 2023, respectively) with
immediate effect.

6. The principles and general requirements defined in this OPN apply across all portfolios including
country, multicountry and results-based financing (RBF) modalities. However, the specific grant
deliverables do not apply to Focused portfolios unless explicitly stated in Annex 1a on Deliverables
by Portfolio Category. In addition, the sections on ‘Specific Multicountry Considerations’, ‘Specific
Multicountry Considerations’’® and Annex 1b on Adjustments to Deliverables for RBF Grants define
differentiated approaches for multicountry portfolios and RBF modalities.

7. The figure below defines the process and sub-processes which vary depending on the selected

application approach and submission pathway. _
START DATE

DESIGN FUNDING REQUESTS SIGN QUALITY GRANTS

DEFINE & COMMUMNICATE

SIGN & GET READY?

Complete Grant Entity Data

ASYRE NV ENINT I

ONGOING COUNTRY DIALOGUE

' List of decuments to be submitted depends on the application approach
2 Steps specific to Funding Applications reviewed by TRP
' Far Implementation

8 Such as warehousing or distribution services that need to be in place without a break in contract. Where required, CTs ensure the early
identification and contracting of fiscal or fiduciary agents.

9 If Catalytic Funding is available for multicountry funding applications for GC8, specific guidance will be prepared once conditions are approved
by the Executive Grant Management Committee (EGMC) and/or GAC, as applicable.

10 Blended finance and other innovative finance investments are described in the OPN on Blended Finance and Joint Investments.
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8. Use of Global Fund Partner Portal. Operational engagements'' between the CCM, PR and the
Secretariat during the Funding Request and Grant-making processes are facilitated through the Global
Fund Partner Portal, an online platform that serves as a central point of information and document
exchange. As a first step, the CCM and PR provide their key contacts that require access rights for
Funding Request and Grant-making in the Global Fund Partner Portal following the process prescribed
in the OPN on Grant Entity Data.

DEFINE & COMMUNICATE

Determine Application Approach

9. Application Approach defines the set of required documents to be submitted and scope of review to
access the allocation. All funding applications, regardless of the application approach, are developed
based on inclusive country dialogue, as outlined in the ‘Ongoing Country Dialogue’ section below.
Application approaches are differentiated according to portfolio and context. For each country
component, the GAC determines the most suitable application approach. Changes to the application
approach require Global Fund approval. There are six application approaches for GC8 categorized by
portfolio category.

a. Core and High Impact Portfolios

e Tailored for Transition (High Impact/Core) is for portfolios with components transitioning from
Global Fund financing in GC8 or GC9. Funding application requirements and TRP review are
tailored, ensuring that targeted investments have the greatest impact and facilitate transition.

¢ Full Review is for portfolios without identified transition timelines but that do not meet the eligibility
criteria for Program Continuation. The CCM submits the full set of funding application requirements
and the TRP undertakes a comprehensive review. This application approach enables a
comprehensive review of a country’s investment approach and strategic priorities.

¢ Program Continuation is for portfolios with well-performing programs that do not require changes
to the design or the implementation arrangements (i.e., using existing PRs including grant
consolidation cases). Portfolios invited to apply under this approach meet specific eligibility
criteria’® jointly agreed between the TRP and the Secretariat. The PR develops GC8 grant
documents under CCM oversight. The TRP is engaged (i) through a streamlined review only when
there are material programmatic changes from the previous IP3; (ii) as technical partner during
GAC review.

b. Focused Portfolios

e Tailored for Transition (Focused) is for portfolios with at least one component transitioning from
Global Fund financing in GC8. Funding application requirements and TRP review are tailored,
ensuring that targeted investments have the greatest impact and facilitate transition.

o Tailored for Focused is for portfolios not transitioning from Global Fund financing in GC8 (i.e.,
GC9 or longer transition timelines) and where the CCM or the Secretariat has requested a TRP
review of the proposed investments in line with principles agreed with the TRP'4. CCM submits a
differentiated funding application and the TRP conducts a tailored review to provide
targeted/strategic feedback.

" Such as notifications, document sharing and submission.

2 Pre-requisites. (i) Component with continuing PR(s) with good grant performance; (i) Portfolio is co-financing compliant and no major
sustainability concerns (e.g., due to changing funding landscape); (iii) TRP recommendations for GC7 are ‘Met’, ‘On-track’, or ‘GAC-waived'.
Qualitative Considerations. The Secretariat agrees that the components’ GC8 grant(s) can be negotiated without material changes compared
to GC7 and the program shows positive evolution over time or is on track to achieve global targets, or the grant is likely to be highly commoditized.
If material changes arise during grant negotiations, a streamlined TRP review can be facilitated. Exclusion. Mandatory TB/HIV submission where
one of two disease components does not meet Program Continuation criteria.

3 These are programmatic changes requiring TRP review as defined in the OPN on Revise Grants.

4 Principles include (i) deviation from focus of investments communicated in allocation letter/ other official means resulting in disagreement
between Secretariat and CCM on funding prioritization / priority areas; (ii) delayed implementation of TRP issues from GC7 i.e., if significant
progress has not been made to address them or they were not waived by GAC; (iii) challenging country situations warranting an exceptional TRP
review such as: lack of normative guidance for interventions prioritized for funding, insufficient availability of technical assistance, major
epidemiological shifts, crises affecting key and vulnerable populations’ access to health services or CCMs moving from single country to multi-
country applications; and (iv) portfolios with a defined timeframe for transition that have not received a transition allocation, but wish to advance a
discussion with TRP on transition planning.
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e CCM Investment Priorities is for portfolios not transitioning from Global Fund financing in GC8
(i.e., transitioning in GC9 or longer transition timelines). The CCM defines investment priorities to
guide the PR and CT in developing grant documents. The TRP is engaged (i) through pre-shaping
discussions on priority areas, and (ii) as a technical partner during GAC review.

10. Submission Pathway defines the process and level of details for the development and submission of
the funding application and the responsibilities of the CCM, PR and CT in the process. The CCM is
encouraged to nominate and involve the PR early to start the development of grant documents at the
Funding Request stage. There are four submission pathways for GC8, which reflect different levels of
early PR engagement.

a. If applying through a Full Review, Tailored for Transition, or Tailored for Focused application
approach, the CCM (in consultation with the CT) selects between the Grant-ready or Classic
submission pathways, choosing the pathway that best fits their level of early PR engagement and
readiness to contribute to preparing the funding application.

e Grant-ready Funding Request. The CCM requests the nominated PR to develop the grant
Performance Framework (PF) and Budget as part of the funding application. The PF and Budget
are finalized after TRP review to reflect any changes resulting from the TRP review. If applicable,
the PR also develops the Health Product Management Template (HPMT) to facilitate the
development of the Budget. This pathway is designed for portfolios where existing PRs are
nominated to continue in GC8 and is an optional pathway for existing PRs implementing
new components/new major activities.'®

e Classic Funding Request. The CCM develops and submits the funding application with a single
PF and Budget per funding application.'® The negotiation of grant documents starts upon
submission of the funding application to the TRP and is completed after TRP review. This is the
required pathway for any portfolio that nominates a new PR and is an optional pathway for existing
PRs including those implementing new components/new major activities.

b. Program Continuation Submission. The CCM requests the nominated PR to develop grant
documents (based on GC7 program and grant design) which are then negotiated and finalized with
the CT. The grant documents are reviewed and endorsed by the CCM and submitted by the PR to
the Global Fund ahead of GAC review.

c. Investment Priorities Request. The CCM defines their investment priorities in line with Secretariat
guidance and TRP pre-shaping. These investment priorities guide the PR and CT in developing
and negotiating grant documents. The grant documents are reviewed and endorsed by the CCM
and submitted by the PR to the Global Fund ahead of GAC review. The submission includes the
investment priorities defined by the CCM.

11. The figure below illustrates how the submission pathways and application approaches relate to each
other and to portfolio categories.

5 See OPN on Country Risk Management for more information and examples of major activities.
'8 If not completed with the funding application, Health Product Management budget lumpsum is included in the Budget in the interim. HPMT
remains a Grant-making requirement for High Impact and Core portfolios.
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Application Tailored for CCM Investment Priorities
approach (hvlhﬂoa onm Transition Fomod (invitation only)
Program Continuation Grant-ready Funding Request Investment Priorities
Submission - Recommended for existing PRs Request
* Existing PR develops & . ¢CM endorses & submits funding application, including grant + CCM defines Investment
negoliates GC8 grant documents prepared by PR priorities & shares with PR
documents with CT, « Grant-making continues upon submission 1o TRP &CT
leveraging GC7 grant * PR develops & negotiates
s“‘"""m design grant documents with CT
o « CCM reviews & endorses Classic Funding Request « GCM reviews & endorses
grant documents prior 10« For new PRs; optional pathway for existing PRs grant documents prior to
PR submission to Global = CCM endorses & submits funding application PR submission to Global
Fund » Grant-making starts following submission to TRP Fund
Regular
No TRP review, Comprehensive Tallored Unfr ﬁzgv?rs;ght ina t
TRP unless there are material review of 1 ec/sirat °:’ feedback P g‘e g he apmg“o
engagement programmatic changes,  strategic priorities MQesncrs ”:fg g ? E:_ o v Igui a:nce :)n procsy
TRP as GAC partner. an Wsethent proposed investments nvestments.

approach TRP as GAC partner

CCMs are expecied to ensure inclusive Country Dialogue takes place throughout Funding Request and Grant-making

Communicate Allocation & Application Approach

12. Country Allocation. The Global Fund Eligibility Policy sets forth the eligibility criteria to determine
which disease components (i.e. HIV, TB or malaria) for which countries qualify to receive an allocation
from the Global Fund.'” The allocation is the initial upper ceiling of funding made available by the
Global Fund for country components for the applicable grant cycle. Funds allocated to countries may
be reduced due to, among others, outstanding recoveries, co-financing requirements not being met
and/or donor pledge conversion uncertainties throughout the funding cycle.'® Unused funding from the
previous allocation period (e.g., undisbursed funds, in-country cash balances, cash balances at the
procurement agent, fiscal agent or auditor level etc.), and any recovered funds relating to
disbursements made with grant funds arising from previous grant cycles, cannot increase a country
allocation. Refer to the Global Fund Guidelines for Grant Budgeting for further details.

13. Timeframe to Access and Use Allocation. Grants accessing a GC8 allocation must be approved by
the Board prior to 31 December 2028. The Allocation Utilization Period (AUP) is the standard period
of three years'® during which the country allocation per component can be utilized to implement grants.
For grants continuing from GC7 to GC8, the GC8 AUP starts the day after the GC7 AUP end date.
Unless indicated otherwise in the allocation letter, GC7 extensions use time and funding from the GC8
AUP, reducing the time and funding available for the GC8 IP. If the AUP becomes shorter than what
is communicated in the allocation letter, the allocation funding for the related grant(s) is proportionately
reduced. Refer to the OPN on Revise Grants for further details.

14. Allocation Letters. Allocation letters are sent to the CCMs of eligible countries with the following
information:

Allocation amount for eligible disease component(s) and AUP start and end dates;
The recommended application approach;

Aims of the allocation;

Available catalytic funds, if applicable;?°

Co-financing requirements;

Transition timelines, if applicable; and

~0 Q0o

7 The 2026 Eligibility List determines which country components are eligible for an allocation for GC8. Eligibility to receive an allocation does not
guarantee an allocation or funding.

18 Refer to the Global Fund Sustainability, Transition and Co-financing Policy, the OPN on Recovery of Grant Funds, and the OPN on Co-Financing.
9 Unless indicated otherwise in the allocation letter.

20 |f designated for the country or component in GC8.
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g. Other specific financial/technical conditions and/or guidance, if applicable.?!
Decide on Program Split

15. Program split. Before the submission of any GC8 funding application, the CCM decides whether to
propose a change to the program split communicated in the allocation letter. A program split refers to
how the allocation is divided across disease components (and RSSH, if applicable). A program split
change occurs when the CCM proposes a different distribution than that communicated in the
allocation letter, including when RSSH is proposed as a standalone component. Indicating RSSH
investment amounts within disease components does not constitute a program split change.

16. Program split documentation requirements are differentiated by portfolio category.

a. High Impact and Core Portfolios. The CCM is required to complete and submit the Program Split
Confirmation Form (shared with the CCM together with the allocation letter). In this template, the
CCM must indicate:

e whether they accept the recommended allocation by component or propose a change to the
program split;

e the intended investment amount for cross-cutting RSSH activities/interventions from within the
allocation for the disease components; and

¢ if astandalone RSSH grant is anticipated, the CCM must use the Program Split Confirmation Form
to indicate a new program split, detailing RSSH as a separate component.

b. Focused Portfolios. The CCM is not required to submit a Program Split Confirmation Form unless
a change to the program split is proposed. In such cases, the Focused portfolio template must be
used to communicate the revised program split. The template does not require inclusion of an
intended investment amount for RSSH. Focused Portfolios are not eligible for a standalone grant
for RSSH.

17. The CCM submits the endorsed Program Split Confirmation Form:

a. Before submission of the GC8 funding application; or
b. For any subsequent revision to the program split, up to GAC recommendation.

18. The CCM can further revise the program split after the funding application has been submitted?? and
until all grants for the impacted component have been recommended for Board approval by the GAC.
If a disease component still has unused allocation funding after Board approval of its associated
grant(s), the unused funds can be reallocated to a different component with grants that have not yet
been recommended by the GAC. All revisions must be communicated through the Program Split
Confirmation Form.

19. Approval Requirements. The CCM is required to endorse the confirmation of program split. The
endorsement must be provided by: (i) the CCM Chair?; and (ii) the civil society representative if the
CCM Chair is the representative of the Government, or the representative of the Government if the
CCM Chair is the representative of civil society.

20. The Secretariat approval of the program split must be obtained before GC8 funding applications are
reviewed. The review and approval processes follow the rules below:

Program Split Approval Authority

Change to component’s allocation is > 15% and > US$5 Elevated Review:

million (or the equivalent in EUR-denominated grants) Grant Management Division (GMD) Head,
For a designated sub-set of countries identified at the based on CT’s discussion with Grant Finance
time of qualitative adjustments, any change to program Manager (GFM), GMD Department Head
split triggers automatic elevated review? (DH), Strategic Investment & Impact Division
Change impacts a qualitative adjustment to a (SIID) technical teams, and the allocation

2 Such as allocation-related decisions or outcomes that have intended implications around use of funds (e.g. recoveries, or if countries are
expected to be on a continued trajectory for significant reductions in allocations, etc.), and any other relevant information.

22 |f separate submissions are exceptionally agreed, as noted earlier, CCMs present their program split with their first funding application.

2 In the absence of the CCM/RCM Chair, endorsement by the Vice Chair is acceptable if in line with the CCM/RCM'’s governing documents. For
Non-CCMs and ROs, only the endorsement of the legal representative is required.

ZCountries requiring elevated review under this criteria will be identified by the Strategy and Policy Hub and communicated to relevant CTs.
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component’s allocation that was intended for a specific team?*
use of funds

Fund Portfolio Manager (FPM), based on CT’s
Any other change discussion with GFM and Regional Manager
(RM) /DH

DESIGN & SUBMIT

Decide on PR

21. The CCM?® must select and nominate to the Global Fund the PR(s) for the grant(s) as soon as possible
following receipt of the allocation letter through a transparent and documented process in accordance
with the Country Coordinating Mechanism Policy. Where possible, the Global Fund encourages the
CCM to propose streamlined implementation arrangements, such as consolidating grants when two or
more components are managed with a single PR.?” See Annex 2 on Selecting Implementers of Global
Fund Grants for guidance on the selection of Global Fund grant implementers.

22. Complete Capacity Assessment of PR, if applicable. Upon nomination, the CT initiates the required
capacity assessment for (i) new PRs; (ii) PRs implementing PfR or RBC modalities for the first time; or
(iii) for High Impact and Core portfolios, existing PRs implementing new components/new major
activities for which they have not been assessed before.?®?° The capacity assessment, when required,
is tailored to specific areas. The capacity assessment must be completed and the nominated PR
accepted by the Global Fund as soon as possible and by the time of the TRP review of the funding
application. Refer to the OPN on Country Risk Management for further details.

23. The RM or DH?° decides to accept or reject the nominated PR, based on the recommendations of the
CT and the capacity assessment, if applicable. If rejected, the CCM is requested to nominate an
alternative PR and another capacity assessment will be conducted as required.

Complete Grant Entity Data (GED)

24. GED includes data and information required to (i) access forms needed for the development of the
funding application and grant documents; (ii) successfully submit documents to the Global Fund; (iii)
sign the Grant Confirmation; and (iv) process disbursements. During Funding Request and Grant-
making processes, the CCM, PR,*' Local Fund Agent (LFA) and third-party organizations®? are
responsible for ensuring that accurate GED information is provided/updated for the Secretariat's
validation. GED change requests are processed following the OPN on Grant Entity Data and through
the Global Fund Partner Portal.

Ongoing Country Dialogue

25. An ongoing and inclusive country dialogue is required to take place during Funding Request and Grant-
making processes and continues throughout the grant lifecycle. Country dialogue is led by the CCM
during the Funding Request process and by the PR afterwards. It includes engagement with
communities affected by the three diseases and other in-country stakeholders, including stakeholders

24 Technical Advice and Partnerships (TAP) and Community, Rights and Gender (CRG) provide consolidated SIID inputs. The Allocation Team
provides support to assess whether the proposed change counters the intended direction of a component's allocation under the allocation
methodology. CT engage other Global Fund stakeholders, as relevant.

% Except in instances where a portfolio is managed under the Additional Safeguard Policy and the selection of the PR by the Global Fund is one
of the safeguards invoked for the portfolio.

27 Where there is a misalignment between grant start and end dates for two different components, specific guidance will be provided to the CCM.
2 Qutside of these situations, a CT can also conduct a capacity assessment (i) where the use of country public financial management (PFM)
systems for grant financial management is intended for sustainability and aid effectiveness purposes; and (ii) for an existing PR or select SRs if
necessary to manage risks, as contemplated under the OPN on Country Risk Management and OPN on Additional Safeguards Policy.

2 When required, the capacity assessment for Focused portfolios is undertaken through a PR self-assessment and an LFA assessment if the
self-assessment indicate major risks. A thematic (tailored) capacity assessment is required when PfR or RBC are used for the first time. This is
to ensure the Secretariat has sufficient assurance on the internal controls and their effectiveness (see Annex 1b on Adjustments to Deliverables
for RBF Grants).

30 For High Impact Departments.

31 And Lead Implementer, if applicable.
32 A Supplier of services or goods which is expected to receive direct disbursements of grant funds from the Global Fund. See OPN on Grant

Entity Data.
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involved in the development, strengthening and financial management of national health systems. The
scope and scale of country dialogue will vary depending on country context, portfolio categorization,
and other factors. The country dialogue is continuous and holistic, promoting integrated planning and
delivery of services, including the integration of HIV, TB and malaria services and RSSH functions
within the primary health care (PHC) system and the sustainability of interventions supported by Global
Fund financing. To drive impact and efficiency, the dialogue starts early, recognizing that meaningful
integration requires time and sustained engagement throughout the grant lifecycle.

26. Below is a summary of expectations on country dialogue during Funding Request and Grant-making
processes applicable to all application approaches and submission pathways.

Process HI & Core ‘Focused

Funding Request One holistic country dialogue integrated for all components and grounded in national

plans and epidemiological evidence.

- Inclusive discussions ensure compliance with CCM Eligibility Requirement 1
(documentation must be kept available for eventual further review); and

- Results of prioritization, aims of the allocation, application of the strategic shifts and
technical discussions are reflected in the funding application.

In-depth country dialogue Focused on priority investment areas indicated in the
allocation letter or other Global Fund communications.
Grant-making Required for HI & Core, Best Practice for Focused. The CCM convenes at least

two meetings for the PR to brief and receive feedback from the CCM, including from
the community and civil society representatives, on (i) grant design; (ii) programmatic
impact; and (ii) Community-Based/Community-Led Organizations (CBO/CLO)
involvement in grant implementation. In the second meeting, the PR and the CT
provide feedback to the CCM on the outcomes of Grant-making, including the
rationale for not taking on Community priorities, if applicable.

Best Practice — CT convenes one dedicated meeting to brief and receive feedback
from community and civil society representatives, ideally during the Grant-making
mission.

27. The Secretariat participates in country dialogue and clarifies relevant policies and processes. It also
ensures important thematic areas are brought to the overall discussion, including:

a. Clarification of strategic shifts, aims of the allocation and any additional operational guidance, as
articulated in the allocation letter;

b. Initial risk assessments including key risks, implementation and capacity issues identified during
the previous IP that can be mitigated during the Funding Request and/or Grant-making processes;

c. Relevant regional and country analysis based on disaggregated data, wherever possible;

d. Areas for focus and prioritization for the funding application, including pending issues from previous
TRP and GAC reviews; and

e. Development of co-financing commitments to support programmatic objectives, highlighting and
furthering opportunities for engagement of public financial management systems, as appropriate.

28. Support to country dialogue needs to be addressed at the country level by in-country technical partners
and using existing CCM funding resources (refer to the OPN on Country Coordinating Mechanism
Funding). The CCM may engage the CT if additional technical support or advocacy is needed during
country dialogue.

29. Where additional funding is needed to support meaningful country dialogue and an inclusive funding
application development process, the CCM and the CT explore available options such as reinvestment
of savings from existing grants up to a maximum amount of US$150,000 per component in line with
relevant guidance.®® Global Fund grant funds, however, cannot be used to cover the costs for a
consultant or technical assistance to draft or write a funding application for the CCM.

30. Community and civil society representatives participate in Grant-making negotiations as a best
practice, with support from Secretariat teams, technical assistance providers, and/or in-country
partners, as appropriate.

33 See OPN on Revise Grants and Budgeting Guidelines
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Plan Timelines, Deliverables & Resourcing

31. For each country, the available allocation for each component can only be accessed once per grant
cycle. In GC8, the CCM is required to submit funding applications for all eligible components in the
same TRP review window. The CCM is encouraged to develop one single multi-component funding
application, where feasible.?* The CCM, together with PR, LFA and CT, plans the end-to-end process
(including milestones and deliverables) in an integrated manner to ensure that all funding applications
are submitted simultaneously, that grant negotiations and signing is timely, and that implementation
readiness is in place by the IP start date.

32. The CT can request the early engagement of the LFA (i) in the review of the effectiveness of grant
design and implementation arrangements; and (ii) in the review of grant documents. LFA services are
tailored according to the assurance needs of the CT using relevant LFA tools and guidelines.

33. The CT engages relevant Secretariat functions and technical teams as early as possible to provide
guidance and inputs on key considerations to be addressed during Funding Request and Grant-making
processes.

34. Additional PR resources during Funding Request and Grant-making. Following the nomination of
the PR and acceptance by the Secretariat, the CT and PR determine if the PR needs resources to
support their engagement during Funding Request and to complete the Grant-making process.

a. Existing PRs implementing the same component. The CT and PR determine if additional PR
human resources are needed to support the development of grant documents and to complete
Grant-making noting that the Funding Request and Grant-making processes overlap with
continuing implementation and IP reconciliation of existing grants. In cases where the PR requires
additional human resources, funds from the existing grant(s) can be used subject to Global Fund
approval and processed through a grant revision (refer to the OPN on Revise Grants) and in line
with the Global Fund Guidelines for Grant Budgeting.

b. New PRs and existing PRs implementing new components. The CT and PR determine if
resources are required for PR capacity building and start-up activities and apply for advance
payment accordingly.

35. Apply for Advance Payment, if applicable. To support the PR in completing Grant-making with
minimal delay and ensure implementation readiness, certain expenditures can be financed prior to the
signing of the Grant Confirmation, subject to the conditions detailed in the Annex 3 on Advance
Payment Mechanism. Advance payments are limited to two types of activities with distinct eligibility
requirements: (i) capacity building and start-up activities, and (ii) health product procurement. If the
requirements for advance payment are not fulfilled, limited activities can still be pre-financed by the PR
following exceptional Global Fund approval.

36. Joint investments with development partners, Debt2Health, and innovative financing. The CCM
considers joint investments with development partners to address high-priority areas at the country or
sub-regional levels. Such joint investments, where appropriate and relevant, help align development
finance and leverage additional investments for health systems or the national responses. They include
blended finance/joint investments with development financing institutions or Multilateral Development
Banks (MDBs). In addition, the CCM considers, where relevant and possible, Debt2Health
transactions. The CCM engages early with the CT if they are considering joint investments. Refer to
the OPN on Blended Finance and Joint Investments.

37. The CCM considers whether RBF modalities are appropriate for the country context. Refer to section
‘Specific Considerations for Results-based Financing Modalities’ for more details.

Agree on Co-financing Commitments and Transition Planning

38. Co-financing commitments. In line with the co-financing requirements set out in the allocation letter,
co-financing commitments are agreed between the Global Fund and the national government during
the Funding Request and Grant-making processes. The CCM appoints and informs the Secretariat of

34 Variations can be allowed for components where start and end dates for the different grant components are misaligned, and in other
circumstances on an exceptional basis.
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the PR responsible for submitting and reporting on co-financing commitments. Co-financing
commitments are formalized through a Commitment Letter, which is required before GAC review3®,

39. For detailed guidance on the co-financing requirements, refer to the Transition and Co-financing
Technical Brief (link forthcoming), OPN on Co-Financing and the allocation letter.

40. Transition Planning, Preparedness and Pathways. In line with the STC Policy, the Global Fund
strongly recommends all countries to identify opportunities to strengthen sustainability and develop
transition pathways, based on country context, away from external financing as a priority during country
dialogue. This includes early-stage national planning to effectively transition away from external
support and strengthen self-reliance. Countries with identified transition timelines accelerate efforts to
plan for transition from external financing. This includes integration transition considerations and
strengthening preparedness through funding application design, co-financing commitments, national
planning, and program optimization.

Develop and Submit Documents

41. All funding applications and resulting grants must comply with the focus of funding requirements. These
requirements govern how Global Fund financing can be used and which interventions the CCM can
request funding for. Focus of funding requirements vary based on country’s income level, as outlined

in the STC Policy.

42. Depending on the application approach and submission pathway, the CCM and PR develop and submit
a differentiated set of required documents, informed by the ongoing country dialogue. See Annex 1a
on Deliverables by Portfolio Category. If necessary, the CCM can request an early steer from the TRP
or GAC.%¢

43. The CCM (i) ensures the completeness, accuracy and consistency (including in relation to the CCM-
approved program split) of documents in the funding applications®” or grant documents as relevant;38
and (ii) formally endorses® the final funding application. The CCM or PR submits the funding
application through the Partner Portal by the applicable TRP review window due date.

REVIEW AND APPROVE
Assess Compliance with CCM Eligibility Requirements

44. After the submission of the required documents, the Secretariat performs a review to assess if CCM
Eligibility Requirements have been met (see Country Coordinating Mechanism Policy Including
Principles and Requirements). The Secretariat notifies the CCM in case clarifications, additional
information or documentation are needed. In such cases, the CCM has a limited time window (up to 3
days) to respond to the request.

45. Differentiated Assessment of CCM Eligibility Requirements 1 and 2. CCM eligibility requirements
1 and 2 are reviewed in a differentiated manner. The country components considered to have a higher
risk of non-compliance will undergo greater scrutiny and a more in-depth review. Others undergo a
‘light’ CCM eligibility assessment.

46. Compliance with Eligibility Requirements 3 to 6. When funding applications are submitted by
RCMs, the Secretariat evaluates the mechanism’s compliance with the CCM Eligibility Requirements
3, 4, 5 and 6, before submission.

47. Non-CCM. Funding applications submitted by non-CCMs need to comply with the overall principle of
inclusiveness, as appropriate, given the country context.

35 Access to a portion of the Global Fund allocation is conditional on countries meeting co-financing requirements, including the Commitment
Letter being available at the time of GAC approval. Refer to the OPN on Co-financing for more information.

36 GAC steer on funding applications is conducted on an as-needed basis, in line with the GAC review criteria and terms of reference

37 Before submitting the funding application, the CCM conducts a completeness check to ensure (i) that key documents are consistent with one
another; and (ii) compliant with relevant Global Fund Funding Request Documents instructions.

38 |f applicable, this refers to Program Continuation and Investment Priorities application approaches.

3% Endorsement by each member of the CCM (or RCM when applicable) shall be provided. For RCM funding applications, endorsement must also
be provided for each country represented in the program by: (i) CCM Chair and (ii) civil society representative if the CCM Chair is the representative
of the Government, or the representative of the Government if the CCM Chair is the representative of the civil society.
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48. Following the eligibility assessment, the CCM falls into one of four categories.

a. Compliant. The CCM fully complies with the eligibility requirements and relevant indicators.

b. Compliant with Issues. Some criteria are not fully met, but the CCM demonstrates credible intent
to comply.

c. Indeterminate Compliant. Further information is required to complete the assessment.

d. Non-Compliant. Most or all eligibility criteria are not met.

49. Instances where the CCM is deemed ‘Compliant with Issues’, ‘Indeterminate Compliant’ or ‘Non-
Compliant’ are escalated to the Senior Manager, Access to Funding (A2F) team and makes a final
decision in consultation with GMD, CCM Hub, CRG, Risk and Legal as relevant as to whether the
funding application is:

a. Shared with the TRP or GAC for review, with specific recommendations to be met by the CCM; or
b. Rejected and returned to the CCM with clear recommendations on how to comply with the eligibility
requirements before resubmitting at a subsequent TRP window or GAC meeting.

TRP engagement

50. TRP engagement is differentiated based on the application approach. For Tailored for Transition
(Hi/Core or Focused), Full Review, and Tailored for Focused, the TRP conducts an independent
technical review of the submitted funding application in line with the criteria and modalities outlined in
the TRP ToR.

51. For High Impact and Core portfolios, the CT and technical teams can provide additional contextual
analysis or considerations to inform the TRP review through a Secretariat Briefing Note (SBN)*°. This
is the Secretariat’s (i) objective analysis of the proposed investment, (ii) assessment of whether the
proposed strategic shifts have been addressed, and (iii) overview of contextual information, including
critical elements that are not available in documents submitted by the CCM. The SBN complements
the funding application by providing the Secretariat’s perspective.

52. Following their review, the TRP recommendation results in one of two decisions:

a. Recommends Grant-making. The TRP recommends to the Secretariat and Board that the funding
application advances to Grant-making to finalize grant documents.

b. Iteration Required. The TRP recommends an iteration, i.e. submission of a revised funding
application for TRP review. The TRP will include in their review form a list of issues and actions to
be addressed in the revised funding application.

53. If a funding application is recommended to Grant-making, the TRP will further:

a. Determine whether requirements and conditions related to the aims of the allocation, strategic
shifts and matching funds, when applicable, have been met.

b. Review the Prioritized Above Allocation Request (PAAR) and determine which part of it constitutes
Unfunded Quality Demand (UQD).

c. Raise specific issues with strategic actions for the CCM to address. These TRP issues are to be
cleared by either the TRP or the Secretariat during (i) Grant-making if needed; and/or (ii) during
Grant Implementation.

54. The outcome of the TRP review is captured in the TRP Review and Recommendation Form and shared
with the CCM. Any messaging emanating from GAC steer, if relevant, is also shared.

55. For Program Continuation, the TRP conducts a streamlined review based on grant documents only
when there are material programmatic changes*' compared to the previous IP. The TRP participates
in the GAC as technical partner.

56. For CCM Investment Priorities, TRP engagement takes place after the allocation letter is issued to the
CCM through a pre-shaping process. Building on the guidance outlined in the allocation letter, and
Secretariat feedback, the TRP may provide additional recommendations to the CCM to inform the
development of the CCM’s investment priorities and subsequent grant documents, support sustainable

40 Not required for Focused Portfolios. Refer to Annex 1a on Deliverables by Portfolio Category for more information on differentiation by
portfolio category.
“! These are programmatic changes requiring TRP review as defined in the OPN on Revise Grants.
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programming and advance strategic shifts that maximize the impact of the allocation. Following the
finalization of Grant-making, the TRP will have access to the grant documentation, in its capacity as a
GAC partner, prior to submission for Board approval.

57. GAC Steer, if applicable. The CT or GAC members*? can request GAC steer*? at any time before or
after the TRP review based on certain pre-identified triggers, including but not limited to (i) risk; (ii)
introduction of RBF modalities; (iii) if the strategic shifts and/or potential to maximize impact are at risk
of not being achieved; (iv) need for strategic or operational steer to address critical management
concerns related to Grant-making; and (v) proposed changes to the AUP; and/or (vi) size of investment
or strategic priorities. GAC steer following a TRP review does not impact Grant-making timelines
unless the nature of the steer needed from GAC is integral to initiating such negotiations.

58. Address TRP Issues, if applicable. By raising TRP issues through the TRP clarifications process,*
the TRP ensures that important technical concerns identified during their review of funding
applications, if applicable, are addressed in a timely manner. In cases where a TRP issue cannot be
addressed due to in-country circumstances or within the required timeframe, it is escalated to the GAC
for modification or waiver.

Finalize Grant Documents

59. During this stage, all deliverables required prior to GAC review (see Annex 1a on Deliverables by
Portfolio Category and Annex 1b on Adjustments to Deliverables for RBF Grants) are completed,
resulting in a finalized disbursement-ready grant for submission to GAC. The PR simultaneously works
to ensure implementation readiness by the IP start date.

60. The final grant documents are developed by the PR and reviewed by the Secretariat (and LFA as
needed) so that documents are:

a. Aligned with the TRP reviewed and recommended funding application, if applicable (including
addressing TRP issues due during Grant-making);

b. Aligned with the Global Fund Strategy, strategic shifts for GC8, and aims of the allocation as

defined in the allocation letter;

Aligned with any additional GAC Steer, if applicable;

Accurate and clear to ensure quality and timely implementation, monitoring and reporting;

Streamlined,*® in that they are not overly complex and difficult to report against;

Consistent with one another (critical for key grant documents such as the PF, Budget and Summary

Budget, HPMT or ‘HP List — Focused’ if applicable, and Grant Confirmation); and

g. Compliant with relevant Global Fund policies, guidelines and template requirements.

"0 a0

61. Efficiencies identified during Grant-making*® can be reinvested to (i) expand approved activities within
the allocation; (ii) fund UQD (with flexibility to invest up to 30% above the UQD amount); and/or (iii)
address priority TRP recommendations, as appropriate.

62. Update UQD-funded activities. The CT updates the UQD to reduce it by reflecting the latest
information for activities that have been partially or fully funded during Grant-making, and subsequently
during implementation if applicable.

63. Update to the PAAR. During Grant-making, the Secretariat can allow or request the CCM to submit
an updated PAAR. PAAR updates can only be triggered by specific instances detailed under Annex 4
on Update the PAAR.

Identify Residual Risks & Mitigating Actions

64. Initial risk assessments shared by the CT and discussed during country dialogue are further developed
based on the PR capacity assessment, if applicable, and on review of the funding application and grant

2 Including technical and donor partners that participate in the GAC.

43 Refer to the GAC ToR.

44 Standard TRP clarifications process by which the CCM provides responses to the issues raised by the TRP, to be assessed by the TRP or
the Secretariat.

4 The CT and PR are expected to use flexibilities available to simplify grant documents such as Budget and PF for Focused portfolios.

6 If applicable. Efficiencies are not relevant in a RBF context or for Focused application approach.
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documents. Key risks and capacity gaps identified need to be addressed as part of the grant design.
Refer to the OPN on Country Risk Management for more details.

65. Residual risks are reported to the GAC. Depending on criticality, the CT decides if mitigating actions
are captured, as (i) legally binding grant requirements in the Grant Confirmation to address a critical
risk or issue related to implementation; (ii) key mitigating actions captured in the IRM; or (iii)
management actions.*’

Ensure Implementation Readiness

66. To ensure implementation readiness, the PR needs to initiate the following deliverables*® as soon as
possible during Funding Request, so that they are near finalized at the time of GAC review and
completed by the IP start date. Contracts with SRs, suppliers, PR human resources among others are
signed immediately upon Global Fund Board approval of the grant.*®

67. Early selection and contracting of PR human resources. The PR defines the staffing structure,
prepares ToRs and identifies/selects PR human resources against approved ToRs. For PRs continuing
to the next IP, this entails updating already existing ToRs and extending contracts of well-performing
human resources® into the next IP.

68. Early selection and contracting of SRs. In line with the defined implementation arrangements, the
PR selects SRs following guidance in Annex 2 on Selecting Implementers of Global Fund Grants.
Official names of SRs are captured in the Budget.

69. Early selection and contracting of suppliers for health products and critical services for year
one.®! Procurement of health products and critical services are done through the Global Fund Pooled
Procurement Mechanism (PPM), other pooled procurement mechanisms®?, and/or PR own
procurement processes.

a. For procurement of health products or critical services through the PR’s own processes, suppliers
are selected with approved ToRs as early as possible and contracted immediately upon Global
Fund Board approval of the grant.Error! Beokmark notdefined. \\hgre recurrent procurement activities are a
nticipated, it is recommended for contracts to cover the duration of the IP.

b. For procurement of health products through PPM, the OPN on Pooled Procurement Mechanism
applies.

70. Agreed implementation work plan for IP year one. As a best practice, the PR develops an
implementation work plan for year one which includes fully defined implementation arrangements and
the planned activities, timelines and assigned responsibilities to deliver the agreed targets in the PF
and in line with the Budget.5® The Operational Procedures on Oversee Implementation and Monitor
Performance provide best practice guidance on implementation work plans.

71. The Global Fund does not require a competitive re-selection of well-performing PR human resources
and SRs for each IP. The selection of PR human resources, SRs and Suppliers must comply with the
Global Fund Grant Regulations (as amended from time to time and available on the Global Fund’s
website), including the Guide to Global Fund Policies on Procurement and Supply Management of
Health Products and other applicable laws and regulations. Contracts for PR human resources, SRs
and Suppliers must be consistent with relevant terms and conditions of the Grant Agreement.

72. The PR is primarily responsible for achieving implementation readiness before the IP start date. The
CT has a crucial role in assisting the PR to achieve this objective. As appropriate, the CT works with

47 Risk independently flags to GAC strategic risks it sees as inadequately mitigated or addressed to inform GAC'’s investment decision. For more
information on key mitigating actions and management actions, refer to the Guidance on Mitigating Actions.

“8 Focused Portfolios are not required to report on Implementation Readiness deliverables. Refer to Annex 1a on Deliverables by Portfolio
Category for more information on differentiation by portfolio category.

4 Alternatively, the PR can assess if contracts can be signed earlier with adequate conditionality pending Global Fund Board approval of the grant
and where this is consistent with local laws and the PR’s own internal procedures.

50 As determined by the PR.

51 Such as fiscalffiduciary agents, and in cases where warehousing or distribution services need to be in place without a break in contract.

52 e.g., Pan American Health Organization Strategic Fund.

53 Implementation work plan also needs to consider any insurance arrangements and arrangements relating to state approvals, consents and
registrations that can impact year one activities.
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the PR to identify support mechanisms depending on the PR type and its circumstances (see Annex 3
on Advance Payment Mechanism).

73. The PR takes the necessary steps to ensure key elements such as tax exemptions, insurance and/or
relevant registrations to implement activities in the country are completed prior to the IP start date.5

GAC Review

74. The CT summarizes the outcomes of Grant-making and captures required actions towards
implementation readiness in the Grant-Making Final Review Form. The FPM® ensures that all CT
members and other relevant teams have reviewed and endorsed the grant documents based on their
areas of responsibility and accountability and submits the final grant on behalf of the CT. Areas of
disagreement among CT members and other teams are resolved through escalation to relevant
managers. Any critical strategic and key compliance issues for GAC attention and/or decision are
captured in the Grant-Making Final Review Form.

75. Prior to submission to GAC, the authorities set out in the table below review the outcomes of Grant-
making and confirm readiness of the grant for GAC submission, including signing off on issues for GAC
attention. The GFM confirms the financial management arrangements of the grants,% grant financial
data and pre-approves the first AFD for the grant provided this is processed within 30 days of the grant
purchase order approval.®’

Portfolio Category Authorities

- High Impact and Core

- Focused portfolios managed by Senior FPM, Cluster RM/DH

Lead>®

Other Focused portfolios Senior FPM, Cluster Lead®® or RM/DH

76. The GAC makes the final determination of disbursement readiness and reviews for the grant’s strategic
focus, catalytic impact and consistency with policy requirements, in line with its ToR.

77. Based on its review, the GAC (a) recommends the grant, if deemed disbursement-ready, for the Global
Fund Board’s approval; or (b) refers the proposed grant to the CT for revision or adjustments. Material®
programmatic changes to a TRP-recommended funding application as a result of Grant-making are
reviewed by the TRP prior to GAC submission. The GAC can also recommend further actions for
follow-up during grant implementation.

78. For grants recommended by GAC for Board approval, the grant signature process by the PR and CCM
is initiated contingent on Board approval, unless GAC decides otherwise.

Global Fund Board Review and Approval

79. Board approval of disbursement-ready grants is requested via an electronic report in which the
Secretariat summarizes the investment and salient points from the GAC discussion, including issues
for transparency and accountability to the Board. The Board approves new funding for each country
disease component, and its constituent grants.

Initiate IP Reconciliation or Grant Closure

80. In parallel with the Funding Request and Grant-making processes, the CT and PR initiate the IP
Reconciliation or Grant Closure process for the current grants, no later than six months before the IP
end date. Requirements vary depending on the closure type (see OPN on Reconcile IP_and Close
Grants).

5 Refer to the Guidelines for Grant Budgeting for more information.

% For portfolios with Disease Fund Managers (DFMs) the submission is done by the DFM and approved by the Senior FPM.

% Including but not limited to budgeting, accounting, internal controls, funds flow arrangement, financial reporting, and financial risk and assurance
framework of the grant, except in the case of PfRs which inherently shifts the Global Fund’s focus from financial inputs to programmatic results.
57 Refer to the OPN on Make Annual Funding and Disbursement Decisions for more details.

%8 RMs retain approval authority for all portfolios directly managed by Senior FPM, Cluster Leads.

5 If applicable, approval authority delegated to Senior FPM, Cluster Leads for Focused portfolios, including multicountry grants, in officially
designated department clusters.

% These are programmatic changes requiring TRP review as defined in the OPN on Revise Grants.
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81. The IP Reconciliation/Grant Closure, Funding Request and Grant-making processes are closely
linked.®"

a. Budgeting for the next IP/grant considers existing program assets from the current IP/grant. It is
important that PRs implementing the current IP/grant regularly maintain up-to-date inventory of
program assets;

b. Long-outstanding recoveries from current or previous IPs may reduce the GC8 allocation (see
OPN on Recovery of Grant Funds);

c. Contracts and program assets are transferred from the outgoing to the incoming PRs when a
grant closes due to change of PR. As soon as a new PR is nominated and before the end of the
IP, the transfer of program assets and the best approach for managing existing contracts are
agreed between the outgoing and the incoming PRs.

SIGN & GET READY

Sign Grant Confirmation

82. The signed Grant Confirmation®? is the legal instrument that, together with the Framework Agreement
(if applicable), forms the basis of the contractual obligations between the Global Fund and the PR (or
Grantee®?) for the relevant IP.

83. The Grant Confirmation is signed® by the PR (or Grantee) and acknowledged by the CCM/RCM
Chair%® and relevant CCM/RCM representative,®¢ before it is counter-signed by the Secretariat per the
Delegations of Signature Authority (as amended from time to time). The Secretariat signature of the
Grant Confirmation triggers the process for approval of the grant purchase order.

Process First Annual Funding Decision and Disbursement and Other Deliverables

84. The first AFD®” and disbursement are completed based on cash requirements in line with the approved
Budget and annual workplan, if applicable. AFDs processed within 30 days from the grant purchase
order approval are pre-approved by the GFM as part of the submission to GAC (refer to the OPN on
Make Annual Funding and Disbursement Decisions).

85. Grant activities can be initiated once the Grant Confirmation is fully signed using either cash balance
from a previous grant, if applicable, or the funds disbursed under the first AFD. Activities to be
implemented after Grant Confirmation signature and before the IP start date require CT prior written
approval.

86. The CT and PR agree on audit arrangements, such as the type and scope of audit, and the overall
approach to selection and approval of the auditor. The auditor is selected following timelines defined
in the Guidelines for Annual Audit of Global Fund Grants. The audit fee, if applicable, is reflected in the
grant budget.

87. For High Impact and Core portfolios, the PR completes a Rapid Sexual Exploitation, Abuse and
Harassment (SEAH) Risk Assessment (link forthcoming) to identify and mitigate SEAH risk within grant
activities, to protect beneficiaries, and particularly vulnerable populations. It is expected that
representatives of grant beneficiaries and peer cadres participate in the completion of the assessment.

88. Multicountry grants refer to grants financed through:

a. pooled country allocations (e.g., Multicountry Western Pacific and Multicountry Caribbean);

b. a combination of pooled country allocations and Catalytic Investments such as the Regional
Artemisinin-resistance Initiative (RAI); and

c. Catalytic Investments only — Multicountry Modality.

5! For RBF specific adjustments, see Annex 1b on Adjustments to Deliverables for RBF Grants.

52 A standalone grant agreement(s) can be used in certain cases.

8 An independent entity who signs a Framework Agreement with the Global Fund. PR and grantee can be the same entity or separate entities.
54 |deally, the Grant Confirmation is signed two months before the IP start date.

% |n the absence of the CCM/RCM Chair, endorsement by the Vice Chair is acceptable if in line with the CCM/RCM'’s governing documents.

% The civil society representative if the CCM/RCM Chair is the representative of the government, or the representative of the government if the
CCM/RCM Chair is the representative of civil society.

57 For Focused portfolios, the first AFD is expected to cover three years, with yearly annual commitments.
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89. The Global Fund can make funding available on a regional or multicountry level. Regional or
multicountry applicants can be an RCM or RO.

90. Multicountry grants generally follow the same requirements set out in this OPN, with the following
specific considerations.

a. The legal and political considerations and logistics of cross-border implementation are considered
during grant design and defining assurance activities.

b. Co-financing commitments for multicountry grants are defined in the OPN on Co-Financing.

c. Catalytic multicountry grants are subject to distinct document requirements, as set out in the
Catalytic Multicountry Funding Guidelines (forthcoming).

91. In line with the Global Fund Eligibility policy®®, multicountry grants can include countries which are no
longer eligible for a Global Fund allocation. Multicountry grants can provide support to countries which
do not have a CCM so long as the RCM or RO can demonstrate it has engaged with key stakeholders.

92. For provisions relating to RCMs and ROs and their roles, eligibility, and oversight arrangements,
including the applicability of CCM Eligibility Requirements 1-6, refer to the Country Coordinating
Mechanism Policy Including Principles and Requirements.

93. Where grants in countries with existing CCMs are subsumed into a multicountry grant managed by an
RO or RCM and there are no remaining components outside of the multicountry grant in individual
countries, Global Fund-financing of those CCMs may need to be replaced by domestic resources.

94. RCMs must represent and engage with CCMs in the eligible countries included under the grant, if
applicable.

95. Results-based financing (RBF) is a form of financing in which payments are made purely based on
verified results against agreed performance indicators instead of inputs. The Global Fund encourages
CCMs and PRs to consider RBF where this can result in increased program effectiveness and
maximize impact of Global Fund investments toward health outcomes. There are two RBF modalities.

a. Payment for Results (PfR) is a modality in which the Global Fund makes payments to the PR
based on the verification of results against agreed performance indicators. The Global Fund can
apply PfR with any type of PR.8°

b. Results-Based Contract (RBC) is a modality in which a PR or SR makes payments to an SR/SSR
or supplier based on verification of results against agreed performance indicators. When the
cumulative total contract amount of all RBCs for one grant is above US$ 1 million (Focused) or
US$ 3 million (High Impact and Core), the PR is considered to have a Material RBC. When the
total RBC amount for a grant is below the defined thresholds, the PR is considered to have a Non-
Material RBC.

96. The Global Fund undertakes a thematic assessment of PRs that are implementing RBF for the first
time. Only PfR and Material RBC arrangements require review by the Secretariat.

97. All RBFs must have the following elements, which are further detailed in the Technical Brief on
Payment for Results:

a. Performance indicators that are linked to disbursements or payments (disbursement-linked
indicators, DLIs). These can be at the impact, outcome, coverage, output, activity or workplan-
tracking measures level, whichever best incentivizes value-for-money achievement of results.

b. A clear and reasonable payment scheme for verified results against the DLIs; and

c. A clear and reasonable methodology to verify reported results against the DLIs.

8 Per Global Fund Eligibility Policy, paragraph 13, footnote 17: ‘Multicountry Funding Requests can either be funded by grouping single country
allocations or can be funded through catalytic multicountry funding. For the purposes of determining whether a multicountry applicant meets the
51 percent criteria, country components that voluntarily transitioned, have or are receiving Transition Funding will be considered as ‘eligible’,
unless they are classified as ‘High Income’.

% Blended finance and other innovative finance investments are excluded from this OPN and are described in the OPN on Blended Finance and
Joint Investments.
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98. During the Funding Request process, the CCM can consider applying any of the RBF modalities
following discussion and agreement with the Secretariat. If agreed, the CCM will include the relevant
information in the funding application, submit the funding application for TRP review (if applicable), and
refine the RBF elements during the Grant-making process. For more details, refer to the Global Fund
Applying for Funding instructions, the PfR and RBC requirements in relevant OPNs and the Guidelines
for Grant Budgeting. If used in combination with blended financing, refer to the relevant sections in the
OPN on Blended Finance and Joint Investments.

99. During Grant-making, all grants applying RBF follow the Grant-making processes set out in this OPN,
with adjustments to the deliverables as detailed in Annex 1b on Adjustments to Deliverables for RBF
grants. For grants that are not full RBF, these adjustments apply to the RBF component only.

100. The GAC recommendation to the Board of a grant containing PfR or Material RBC signifies:

a. The grant is disbursement-ready as per definition in this OPN;

b. The application of RBF is justified from a programmatic and value for money perspective;

c. GAC approval of additional waivers/adjustments to relevant provisions of the Grant Requlations
and Operational Policies that are required for RBF implementation; and

d. The RBF is designed to adequately mitigate RBF-specific risks. The risk trade-off and any residual
risks related to the proposed RBF are acceptable.

—_—

Tables 1 and 2 below define the differentiated deliverables for each portfolio category (High Impact,
Core and Focused) and for Focused portfolio management models” (Aligned, Targeted, and Light) for
country and multicountry portfolios. Table 2 also specifies which deliverables are required for
submission to TRP and/or GAC.

Adjustments to these deliverables for grants applying the RBF modalities are captured in the
succeeding Annex 1b on Adjustments to Deliverables for RBF Grants. Additional flexibilities for
multicountry portfolios financed under the Catalytic Multicountry Funding, COE portfolios are also
captured in the footnotes. The CT must consider these differentiated requirements when providing
guidance to CCMs and PRs.

Table 1. List of Deliverables by Portfolio Category
HI & | Focused

Deliverables Core [A|TIL Differentiation for Focused
DEFINE & COMMUNICATE

R Three application approaches apply
to Focused portfolios: Tailored for
Transition (Focused), Tailored for
Focused and CCM Investment
Priorities. The applicable
application approach for each
portfolio is communicated in the
allocation letter

n

Defined and approved application approach

Issued allocation letters R
DESIGN & SUBMIT
R Three submission pathways apply

to Focused portfolios: Grant Ready
Funding Request, Classic Funding
Determined submission pathway Request and Investment Priorities
Request. The CCM, in consultation
with CT, decides on the submission
pathway

R Program split confirmation is not
required unless a change to the
original program split is proposed.

Agreed program split for the disease components,
including RSSH

0 See Management Models for Focused portfolios and GC8 Portfolio Categorization and Focused Management Models for more information.
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The template does not request an
intended investment amount for
RSSH

Nominated and agreed PR(s) R

Capacity assessment required only
for new PRs; not required for
existing PRs. If required, PR
Completed capacity assessment, if applicable R completes a capacity self-
assessment

Refer to the OPN on Country Risk
Management

Approved GED R
R Differentiated scope and scale of
country dialogue focusing on
priority investment areas indicated
in the allocation letter or other
Global Fund communications

Completed inclusive country dialogue for all
components

Convened at least two CCM meetings to receive R BP
briefing from PR
Convened one dedicated CT meeting to brief and BP
receive feedback from community and civil society
representatives

Planned end-to-end Funding Request and Grant- R
making processes
Held kick-off meeting and engaged with Secretariat R BP
proactively and continuously

Confirmed additional resourcing, if applicable
Approved advance payment, if applicable
Submitted application package to the Global Fund

see Tables 2 and 3
REVIEW & APPROVE

po PPy

Assessed CCM eligibility requirements 1 and 2 R

Completed Secretariat Briefing Note R | -

Issued TRP Review and Recommendation Form, if R

applicable

Finalized grant documents (see Tables 2 and 3) R

Captured residual risks and key mitigating actions in R -

IRM

Approved ToRs and contracting of PR human BP? -

resources, SRs, and Suppliers

Approved PPM purchase requisition for health BP -

products for year one, if applicable

Agreed implementation work plan for year one of the BP

IP

Submitted disbursement-ready grant for GAC review R Focus_,eq por_tfohqs follow different

and recommendation” sub_mlssmn timelines for GAC
review

Captured GAC recommendation in GAC electronic R

Report to the Board

Board-approved disbursement-ready grant R
SIGN & GET READY

Execution-ready Grant Confirmation
Approved grant purchase order

pelpPelpy)

The first AFD is expected to cover
Processed first AFD & Disbursement three years, with annual
disbursements’?

" GAC transformation is underway. This section will be updated once final decision is made.
2 Since this measure is dependent on system adaptations. CT need to liaise with the GFSC Team to inquire about readiness before initiating
the first AFD.
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See OPN on Annual Funding
Decision and Disbursement

R For grants with budget below USD
10M: a single grant-specific audit is
conducted in the third year,
covering the entire IP.

See Guidelines for Annual Audit of
Global Fund Grants

Agreed Audit Arrangements

Completed Rapid SEAH Risk Assessment R | -
Level of Requirements Focused Portfolios
R Required A Aligned
BP Best Practice L Light
- Not required T Targeted

@ Except if applicable laws or regulations do not allow

Table 2. Required Documents for Full Review, Tailored for Transition and Tailored for Focused

HI/CORE FOCUSED
Full Tailored | Tailored | Tailored | Differentiation for Focused
Documents Review for for for
Transition | Transition | Focused

Funding Application
Application Form R

Focused not required to include
impact and outcome indicators.
Maximum of 5 (3 for Aligned)

R coverage indicators per component.
Refer to the Guidelines for Developing
and Reviewing Performance
Frameworks (link forthcoming)
Classic FR:

Aligned: Annual budget amounts in
the Budget form or Application Form
narrative section

Targeted and Light: Budget amounts
Budget at module/interventions, cost grouping
(Grant Budget for and implementer levels using Budget
GRFR) form.

Grant-ready FR: see Grant Budget
under Grant-making

Refer to Appendix 2 on Focused
Portfolios Management Models of the
Operational Guidance for Grant
Budgeting

No HPMT required for Focused
portfolios. The ‘HP List — Focused’
tab in the Budget apply as follows:

- For Light;

- For Input-based modules of Targeted;
- For Aligned and Results-based
HPMT, if applicable? R - modules of Targeted where PPM
and/or GDF are used for procurement
by PRs. The HP List is for financial
disbursement purposes.

Refer to Appendix 11 (forthcoming) of
the Operational Guidance for
Budgeting Guidelines

PF

(Grant PF for Grant-
ready Funding Request
(GRFR)

Programmatic Gap
Table(s) for each
relevant disease R -
component

For Malaria, use the
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HI/CORE FOCUSED
Full Tailored | Tailored | Tailored | Differentiation for Focused
Documents Review for for for
Transition | Transition | Focused

RBM Partnership

Malaria Gap Table
Focused use a separate FLT
template. It is only required to include

Funding Landscape R aggregate backward-looking disease

Table expenditure. All other sections are
optional. Refer to the OPN on Co-
financing

Prioritized Above R

Allocation Request

Assessment of Barriers

to HIV, TB and Malaria R/BP¢ -

Health Services

National Health Sector

Plan and National R

Strategic Plan(s), as

relevant

Sustainability and

Transition

Documentation, if BP ) BP

available

Transition Workplan - R R

Funding Priorities from

Civil Society and R -

Communities Annex

Evidence of realization

of GC7 co-financing R

commitment

CCM Statement of

. R

Compliance

CCM Endorsement R

Grant-making Submission

Grant Confirmation R

agreed with PR

Grant PF R Same as above
All Focused portfolios complete and
submit the Budget form:

- Aligned: Annual budget amounts at
module/interventions, cost grouping
and implementer levels. PR include
limited budget lines at the highest

Grant Budget, including R level possible;

Summary Budget - Targeted and Light: budget amounts
at module/interventions, cost grouping
and implementer levels.

Refer to Appendix 2 on Focused
Portfolios Management Models of the
Operational Guidance for Grant
Budgeting

HPMT, if applicable R - Same as above

Implementation Required only for Focused portfolios

Arrangements Map, if R - impacted by major sanctions regimes

applicable®

Updated Programmatic R )

Gap Table(s)®
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HI/CORE FOCUSED
Full Tailored | Tailored | Tailored | Differentiation for Focused
Documents Review for for for
Transition | Transition | Focused
M&E Planf R -
Co-financing online
form?

Co-financing
Commitment Letterd
Updated UQD Register,
if applicable®

Applicant Response for
TRP issues to be
addressed during R
Grant-making, if
applicable
Grant-Making Final
Review Form®

Grant Signing
Calculator incl. Grant
Exception & Escalation
FormP

I:I Required documents submitted to the TRP during Funding Request stage and/or GAC during Grant-making.

2HPMT is not submitted by CCM as part of the funding application. For Grant-ready Funding Requests, PRs are required (highly encouraged for
Classic Funding Requests) to submit the HPMT directly to the Global Fund prior to TRP for High Impact and Core portfolios.

® Prepared by the Secretariat.

¢ Only required for HI/Core in case of (i) new entities (PRs/SRs/other incl. supply chain & fiduciary); (ii) new activities; (iii) sanctions; or (iv) at CT
discretion (i.e. significant changes in risk or funding landscape). Otherwise, implementation arrangements map of the current grants is assumed

to apply.

4 Refer to the OPN on Co-Financing.

¢ Update required during Grant-making in case of material changes from the version submitted with the funding application.

fFor existing PRs, if the M&E plan is not updated by grant signing, the CT ensures that the PR updates the plan within an agreed timeframe for

submission before the end of the first year of the IP.

9 Best Practice for Core portfolios.

Table 3. Required Documents for Program Continuation and CCM Investment Priorities

Hl/Core Focused
Program CCM Differentiation for Focused
Documents Continuation Investment
Priorities
CCM Investment ) R
Priorities Form
Grant Confirmation R

agreed with PRY

Focused not required to include Impact and
outcome indicators.

Maximum of 5 (3 for Aligned) coverage indicators
Grant PF R per component.

Refer to the Guidelines for Developing and
Reviewing Performance Frameworks (link
forthcoming)

All Focused portfolios complete and submit the
Budget form:

- Aligned: Annual budget amounts at
module/interventions, cost grouping and
implementer levels. PR include limited budget
lines at the highest level possible;

- Targeted and Light: Budget amounts at
module/interventions, cost grouping and
implementer levels.

Refer to Appendix 2 on Focused Portfolios

Grant Budget, including
Summary Budget R
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Hl/Core Focused
Program CCM Differentiation for Focused
Documents Continuation | Investment
Priorities
Management Models of the Operational Guidance
for Grant Budgeting
No HPMT required for Focused portfolios. The
‘HP List — Focused’ tab in the Budget applies to
the following models:
- Light;
- Input-based modules of Targeted;

HPMT, if applicable R - - Aligned and/or Results-based components of
Targeted where PPM and/or GDF are used for
procurement by PRs. The HP List is for financial
disbursement purposes.

Refer to Appendix 11 (forthcoming) of the
Operational Guidance for Budgeting Guidelines
Focused use a separate FLT template. It is only

Funding Landscape R required to include aggregate backward-looking

Table disease expenditure. All other sections are
optional. Refer to the OPN on Co-financing

Implementation Required only for Focused portfolios impacted by

Arrangements Map, if R - major sanctions regimes

applicable®

M&E Plan® R -

Evidence of realization

of GC7 co-financing R

commitment

Co-financing online R

C

form

Co-financing R

Commitment Letter®

CCM Statement of

X R

Compliance

CCM Endorsement R

Grant-Making Final R

Review Form®

Grant Signing

Calculator incl. Grant R

Exception & Escalation

Form®

[ ] Required documents submitted to the GAC during Grant-making.

2 Only required for HI/Core in case of (i) new entities (PRs/SRs/other incl. supply chain & fiduciary); (ii) new activities; (iii) sanctions; or (iv) at CT
discretion (i.e. significant changes in risk or funding landscape). Otherwise, implementation arrangements map of the current grants is assumed
to apply.

b Fo?rza){isting PRs, if the M&E plan is not updated by grant signing, the CT ensures that the PR updates the plan within an agreed timeframe for
submission before the end of the first year of the IP.

¢ Refer to the OPN on Co-Financing

9 Prepared by the Secretariat

1. This table reflects the adjustments to the Funding Request and Grant-making deliverables defined
above for RBF arrangements. If no adjustments are defined for a specific deliverable, the standard
deliverable defined above applies. For grants that do not apply a full RBF modality, these
adjustments apply to the RBF component.

| Deliverables | Payment for Results | Results-Based Contract |
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PF Captures DLIs™® To the extent possible, align PF indicators
and RBC DLlIs
Budget™ Global Fund Budget categorizes Grant Funds managed under PfR/RBC in the appropriate
cost category. The budget for the PfR/RBC component is aligned with the defined
payment terms and schedule.
RBF Documents For all PfRs: When a PR has a Material RBC, the PR
e Payment Terms submits documentation capturing the
e Verification Approach following information for each RBC:
The final version of these documents will e DLIs
be annexed to the Grant Confirmation (see | ® Payment Terms
Grant Confirmation section). » Verification Approach
Implementation Identifies which entities are implementing through PfR/RBC, including the verifier of
Arrangements results.
Map (for HI &
Core)
Tailored Thematic Capacity Assessment’® undertaken by the Global Fund for PRs applying RBF
Thematic for the first time. Exceptions, to the assessment is determined on a case-by-case
Assessment of basis®. The tailoring must consider already existing assessments and clearly define scope
PR/country of any additional assessment. Assessment to be undertaken as soon as the PR is
systems nominated and a decision to undertake RBF is made.
Material RBC: Tailored assessment
Scope includes: required when a PR has a Material RBC.
¢ Reliability and timeliness of data Scope includes PR capacity to:
management system for generating ¢ Design of RBC, including verification
results against DLIs approach;
¢ Design of PfR, including verification ¢ Select and evaluate capacity of RBC
approach, aligned with Global Fund implementers; and
Technical Brief on Payment for Results ¢ Oversee RBC implementation,
¢ Reliability of PR’s financial management verification and make timely payments.
systems Non-Material RBC: Simple and
¢ Reliability of PR’s integrity/ethical differentiated assessment will be
systems to prevent and address undertaken focusing on PR policies and
prohibited practices.”” procedures to oversee an RBC.
Assessment not required when DLI is In general, the PR undertakes the
structured as a one-off payment to assessment of SR/SSR or supplier that will
incentivize meeting a specific milestone implement through RBC. The Global Fund
(e.g., final payment if malaria elimination is reserves the right to undertake the
achieved). assessment of SR/SSR or supplier in
certain cases based on risk considerations.
Assessment of For all PfRs, the PR undertakes the If the PR decides to use an external service
the Verifier of assessment of the Verifier prior to provider for the verification of results, the
Results (when contracting. PR assesses the capacity of the verifier
the LFA is not the prior to contracting.
verifier). Applies The Global Fund can request the LFA to
to new Verifier undertake spot checks of RBC
which has not implementation.
been previously
assessed.
Updated IRM (for | Reflects risk of adopting the RBF and potential mitigating actions, as appropriate (for PfR
HI & Core) and Material RBC).
Grant ¢ All RBF Grant Confirmations must include a specific grant requirement regarding the
Confirmation applicable RBF. Further information can be found in the Annex on Standard
Requirements for Results-based Financing Modalities (forthcoming).

3 Refer to the Guidelines for Developing and Reviewing Performance Frameworks (update forthcoming).

4 For Focused — Targeted Model, refer to Annex 2 of the Operational Guidance for Grant Budgeting for required level of detail.

s Available through the Integrated Risk Management (IRM) module in GOS.

78 For instance, use of already existing assessments done by partners, reports available following prior piloting of the RBF approach.

7 Refer to the Code of Conduct for Recipients of Global Fund Resources and The Global Fund Policy to Combat Fraud and Corruption for
principles, standards and requirements.
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e Schedule with Payment Terms
e Schedule with Verification Approach.

Grant-Making
Final Review

¢ Flags any additional waivers to the Grant Regulations or Operational Policies needed to
implement through RBF with relevant details contained in the Grant Confirmation.

Form ¢ Reflects how risks of adopting RBF are mitigated including through the RBF design.

Agreed Audit Specific RBF auditing process set out in the Global Fund Guidelines for Grant Budgeting.

Arrangements Audit approach and selection of auditors follow the Global Fund Guidelines for Annual
Audit of Global Fund Grants.

First AFD & Based on budget which is aligned with the defined payment terms and schedule. Any

Disbursement advance payment provided in the first AFD to be considered in subsequent

AFD/disbursement amounts.

2. The PR and CT finalize the RBF elements and Grant-making requirements. The following departments
focus their existing engagement during Grant-making on the RBF elements:

Functional RBF-specific Roles Portfolio
Teams Differentiation
RSSH All RBF: HI, Core &
Measurement | e Advise on scope of additional assessment of PR/country M&E systems Focused
PfR and Material RBC.
» Contribute to the review of the verification methodology and provide
guidance on the PR’s assessment of verifier of results (if not LFA)
o Contribute to the review if DLIs are supported by adequate M&E systems
Grant All RBF. HI, Core &
Financial ¢ Advise on scope of additional assessment of PR/country financial Focused
Management management system
Department ¢ Approve the financial assurance plan including audit and other financial
verifications necessary
PfR and Material RBC.
o Review and approve payment structure
» Provide support during preparation and review of the costing behind the
DLIs
Risk PfR and Material RBC. Review risk assessment and proposed mitigating HI & Core
Management | actions and assurance plan (same for standard grants)
TAP and PfR and Material RBC. At CT request, contribute to the review of DLIs to HI &Core
CRG ensure (i) alignment with program objects and DLIs are SMART, and (i)
targets are ambitious and feasible
Health PfR and Material RBC. At CT request, provide support in the design of HI, Core &
Finance RBFs (including payment structure) Focused
Department

1. This annex sets forth the working definitions’®, eligibility and selection requirements for implementers
of Global Fund grants for the purpose of the grant lifecycle operations and grant deliverables.

Types of Implementers

2. Global Fund implementers are entities which implement defined’ grant activities, using Grant Funds.&°
a. Principal Recipient (PR) is the entity which ensures the implementation of activities funded with
Grant Funds in accordance with the terms of the signed Grant Confirmation, Framework
Agreement, and other documents?®! forming part of the Grant Agreement with the Global Fund. For

most grants, the PR is fully responsible for grant implementation.

8 The definitions in the Global Fund Grants Regulations take precedence in case of conflict.

" Defined grant activities as per the budget, annexed to the Grant Confirmation.

80 Refer to the OPN on Oversee Implementation and Monitor Performance on how the Global Fund monitors implementation and performance

81 These include the _Grant Requlations (as amended from time to time), the Global Fund Guidelines for Grant Budgeting (as amended from time
to time), and other documents incorporated by reference, including the Guide to Global Fund Policies on Procurement and Supply Management
of Health Products, the Code of Conduct for Recipients of Global Fund Resources, the Code of Conduct for Suppliers, the Guidelines for Annual
Audit of Global Fund Grants and other operational policies as communicated in writing to the PRs.
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b. Lead Implementer (LI)®? is an entity that leads grant implementation in defined cases where a
government implementer is not mandated to sign Grant Confirmations per national laws or for other
legal reasons. In such cases, the mandated government entity signs the Grant Confirmation as PR
with the government implementer acting as LI. This assignment does not change or waive the
accountability and responsibilities of the PR for implementation of the grant under the terms of the
relevant Grant Agreement.

c. Sub-recipient (SR)®® is the entity which receives Grant Funds directly or indirectly from the PR
and implements defined grant activities under the oversight of the PR. SRs are accountable to the
PR with respect to the use of Grant Funds and grant activities assigned to them and must comply
with requirements that are generally equivalent to the obligations of the PR under the PR’s own
agreement with the Global Fund.®*

All recipients of Global Fund grant funds are required to comply with the Code of Conduct for
Recipients of Global Fund Resources (as amended from time to time).

d. Suppliers®® are not considered implementers. Suppliers mean collectively, without limitation, all
bidders, suppliers, agents, intermediaries, consultants and contractors, who are not the PRs or
SRs but provide goods and/or services to a Program.

All suppliers are required to comply with the Code of Conduct for Suppliers (as amended from

time to time).

Eligibility and Selection of Global Fund Implementers

3. PRs. The PR must be nominated by the CCM, RCM or RO, can be a new or existing implementer and
is required to be a nationally recognized legal entity from the public or private sector or civil society.
The CCM must follow a transparent, inclusive and well-documented process in the selection process
aligned with the CCM eligibility criteria as set outin the CCM Policy. This criteria also applies for RCMs
requesting Global Fund funding. Non-CCMs and ROs do not have to apply eligibility criteria when
selecting PRs, although it is strongly recommended that they implement them to the extent possible.

4. The PR must be selected and nominated to the Global Fund as soon as possible following receipt of
the allocation letter. Prior to accepting a new PR® nominated by a CCM, the LFA?®” (as requested by
the CT) assesses whether the PR’s systems and capacities are adequate for the effective management
of grant funds (refer to the OPN on Country Risk Management). The Regional Manager or Department
Head®® decides to accept or reject the nominated PR, based on the recommendations of the CT and
the capacity assessment, if applicable.

5. For countries managed under the Additional Safeguard Policy (ASP), the Secretariat, led by the CT, is
more directly involved in the selection of implementers in order to mitigate risks and ensure
accountable use of grant funds (refer to the OPN on Additional Safeguard Policy).

6. Inexceptional cases®, if the CCM and/or the CT conclude that no local/national entity can be appointed
as PR to undertake grant implementation, the country office of a multilateral organization®® (e.g.,
multilateral organizations such as UN entities or international NGOs) can be selected as PR. In this
case, justification must be presented that there are no national entities with the requisite capacity. The
Global Fund expects that engaging multilateral organizations or international NGOs to be PR as

82 As defined in the OPN on Grant Entity Data.

8 Note that under Grant Requlations (as amended from time to time), the term ‘Sub-recipient’ is defined to include recipients who receive grants
funds ‘indirectly’ from the PRs. Depending on the grant’s implementation arrangements, implementers therefore also include subsequent levels
of SRs e.g. Sub-sub-recipients (SSRs) and Sub-sub-sub-recipients (SSSRs).

84 Refer to Article 4(4.3) of the Grant Regulations.

8 Referred to as Third-Party Organizations in some documents.

8 Includes (i) all new PRs who have not previously implemented the disease component; and (ii) existing PRs who will be implementing new
major activities for which their capacity has not been previously assessed.

87 When required, the capacity assessment for Focused portfolios is undertaken through a PR self-assessment and an LFA assessment if the
self-assessment indicate major risks. A thematic (tailored) capacity assessment is required when PfR or RBC are used for the first time. This is
to ensure the Secretariat has sufficient assurance on the internal controls and their effectiveness

8 For High Impact Departments.

8 Other situations include (i) when the ASP applies; (ii) in countries in conflict; and (i) when currency controls or currency risks jeopardize the
ability to ensure sufficient resources are available for grant implementation.

% However, WHO (muiltilateral organization) cannot serve as PR for Global Fund grants as some Global Fund policies applicable to PRs can be
perceived as in conflict with WHO rules and regulations, but they can assume the role of SRs in Global Fund grants.
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temporary, and that one or several national entities can be phased-in as PR(s) once their capacities
have been strengthened. The Grant Agreement with a non-national entity PR can include plans for
developing the capacity of one or several national entities and a timeline for transferring PR
responsibility to them.9"

7. In rare cases where no other options are considered as acceptable, bilateral organizations (including
the consulting arm of bilateral organizations, even if these are private entities) can be considered as
PRs. This would be the case where the country context proves to be challenging and where the CCM
and the CT conclude that no national or other international organizations can be appointed as PR to
undertake grant implementation. The use of a bilateral organization as a PR or SR of a Global Fund
grant requires approval from the Global Fund Executive Grant Management Committee.

8. As part of the Global Fund’s commitment to strengthen the role of civil society and the private sector
in Global Fund investments, the CCM is encouraged, where appropriate, to pursue a ‘dual-track
financing’ approach in nominating PRs at the time they submit their funding applications to the Global
Fund. Dual-track financing refers to channeling of funds through two ‘tracks’: government and non-
government sectors, if feasible within the prevailing context.

9. SRs. The PR selects SRs based on a transparent and well-documented process, and oversees the
implementation of activities undertaken by SRs. SR selection is a PR-led process. Unless otherwise
approved in writing by the Global Fund, in accordance with the Global Fund’'s policies and
requirements, the CCM does not prescribe or participate in the SR procurement and selection process
(e.g., by providing guidance, participating in process milestones or selecting final SR).

10. SRs are generally selected amongst national entities who typically are already involved in the response
to HIV, TB and malaria. To maximize program effectiveness, particularly among most affected
communities, PRs are encouraged to select community-led organizations (CLO) — including those led
by key and vulnerable populations — and community-based organizations (CBO) as SRs, provided they
have appropriate capacity.®? In all cases, the PR remains fully accountable for the performance of SRs.
PRs are expected to restrict the number of SRs to that which is reasonable to achieve maximum impact
of the program and prudent management of grant funds. The use of a restricted number of SRs avoids
unnecessary transaction and management costs and allows stronger assurance and oversight.

11. The SR selection process is initiated as early as possible during the Funding Request stage and
completed during Grant-making with contracts signed immediately upon Global Fund Board approval
of the grant.®® The PR plans the SR selection process considering: (i) which SRs are expected to
continue or be competitively selected (based on documented performance review if applicable); (ii) key
milestones and timelines through selection, assessments and contracting; (iii) governance and conflict-
of-interest safeguards; (iv) contingency measures to prevent disruption of services at the IP start date.

12. The PR assesses the capacity of each SR to implement grant activities including the SR internal
controls to manage Grant Funds. The PR undertakes an Integrity Due Diligence (IDD) check of SRs.%*

1. Advance payment refers to the approval and funding of specific activities before the Grant Confirmation
is signed. It is intended to be used exceptionally and as a last resort. It is limited to two categories of
activities with distinct eligibility requirements: 1. capacity building and start-up activities; and 2. health
product procurement.

Category Eligible PRs Eligible Activities Maximum Approval
Amount

9! National capacities must be developed for more sustainable responses. Aside from the sustainability considerations, there are also cost
considerations related to non-national entity implementers (see Guidelines for Grant Budgeting).

92 PRs are strongly encouraged to pursue result-based contracting arrangements with CLOs/CBOs for key programmatic areas including (but not
limited to) HIV prevention for key and vulnerable populations; community-based treatment; community-based TB/DR-TB care; ITN distribution;
community system strengthening (including community-led monitoring); and reducing barriers including those related to human rights and gender.
CCMs are reminded that activities to strengthen CLO/CBO capacity can be included in funding applications through the RSSH: Community
Systems Strengthening module in the Modular Framework Handbook.

9 Alternatively, the PR can assess if contracts can be signed earlier with adequate conditionality pending Global Fund Board approval of the grant
and where this is consistent with local laws and the PR’s own internal procedures.
% See Guidelines on Sub-recipient and Supplier Integrity Due Diligence for Principal Recipients.
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Authority®s

1. PR Capacity | Local PRs (governmental Project management US$ 500,000 | Up to US$ 200,000
Building and and non-governmental set-up, e.g., RM/DH, and GFM
Start-Up entities) which are first remuneration of Between US
Activities; to time implementers of a essential core human $200,000 and US
accelerate Global Fund grant for a resources $500,000
Grant-making particular disease PR training and Head of GMD and
and initiate component within a technical support to CFO
grant activities specific portfolio or are address weaknesses
as soon as initiating RBF Modalities and/or capacity gaps
possible for the first time as identified during

the capacity

assessment or to

design RBFs

Capacity Assessment

of SRs
2. Early - PRs that cannot Procurement of Equivalent to Up to US$ 200,000,
Procurement register to PPM® due health products planned RM/DH, and GFM
of Health to national procurement | planned for the first procurement Between US
Products; to restrictions. year of order amount $200,000 and US
initiate - In the event of implementation for the first $1,000,000, Head
procurement of treatment disruption (based on HPMT, or year (based of GMD and CFO
health products risks, international ‘HP List — Focused’ if | on HPMT, or Over US
to ensure timely organizations, whose applicable) ‘HP List — $1,000,000 Head of
delivery and regulations do not allow Focused’ if GMD and CFO, with
avert stock-outs the advance of own applicable) notifications to GAC

funds for order
placement.

2. Advance payments can only be made in situations where:

a.

oo

The nominated PR meets the eligibility requirements for Global Fund implementers and has been
accepted by the Global Fund (following capacity assessment, if applicable);

There is a high likelihood that the grant will be approved by the Global Fund Board, and the Grant
Confirmation signed with the PR;

The request is for funding eligible activities described above;

There is, in the absence of advance payment, either (i) a high likelihood that there will be significant
delays in completing Grant-making and a risk of not achieving disbursement readiness and
implementation readiness (Category 1 activities); or (ii) a risk of treatment disruption (Category 2
activities); and

No other funding sources are available, including from partners, strategic initiatives or through grant
revision®” of existing grants (in-country cash balances are considered).

3. PR advance payment requests need to be made as early as possible following (i) acceptance of the
nominated PR; (ii) TRP recommendation to proceed to Grant-making, if applicable; and (iii) agreement
on health products procurement planning for the first year of implementation, if applicable, whichever
is the last applicable condition. PRs and CTs must plan ahead to ensure all advanced payment steps
(including disbursement) are completed as early as possible and before the purchase order is raised
for the new IP%8. Approval and completion of advance payments after this date are not guaranteed.
The PR is responsible for preparing and submitting the advance payment request and supporting
documentation.

4. Following approval of the request for advance payment, the Global Fund issues an agreement to the
PR in accordance with the Global Fund Delegations of Signature Authority. Funds from the Global

% For signature authority, refer to the Delegations of Signature Authority.

% PRs who undertake advance procurement through PPM follow the approval process defined in the OPN on Pooled Procurement Mechanism.
9 This refers to allowable use of savings from existing grants to support (i) country dialogue during Funding Request and Grant-making and (ii)
additional Human Resources to support Grant-making for existing PRs, if applicable (see Section on Confirm Resourcing).

% The PR must request for advance payments no later than 3 months before the GAC review date agreed with the CT.
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Fund will only be advanced after approval of the request. Any expenditures incurred before such
approval will not be reimbursed from grant funds.

5. Once approved, advance payment activities are funded either by:
a. The PR or CCM using their own resources (excluding CCM funding), which will be reimbursed from
grant funds after the Grant Confirmation is signed; or
b. Advances made by the Global Fund which will be deducted from Grant Funds after the Grant
Confirmation is signed.

6. The PR includes the approved activities in the final grant budget. If advance payment utilizes the PR’s
own resources, the funds are reimbursed from grant funds following grant signing. The relevant
expenditures are reimbursed to the PR as part of the first AFD. Refer to the OPN on Make Annual
Funding and Disbursements Decisions.

7. If the Global Fund determines that a grant agreement will not be signed with the PR, any funds
advanced by the Global Fund will be deducted from the country’s disease allocation.

8. If the aforementioned criteria for advance payment mechanisms are not met and/or the PR is able to
finance specific activities from its own funds prior to grant signature, the Global Fund can issue a PR
Financing Agreement to confirm its willingness to reimburse the PR from grant funds, as part of the
first AFD, after the grant is signed. The following criteria must be met:

a. The PR is an eligible Global Fund implementer;

b. Activities to be financed by the PR are limited and necessary to ensure continuity, and the CT is
certain that the activities will be included in the final grant budget;

The PR includes the activities in the final grant budget;

There is a high likelihood of Board approval of the grant;

Approval by the RM/DH, GFM, and Deputy General Counsel, Grant Management; and

The PR agrees that if the grant agreement is not signed, advanced funds will not be reimbursed.

~o a0

1. The PAAR is a required document submitted and reviewed by the TRP in conjunction with a funding
application. Before completing the PAAR, CCMs must ensure that the most critical modules and
interventions for their program are covered within the allocation amount. The TRP reviews the PAAR
and determines which part of it constitutes UQD. These activities are recommended as quality demand
and included in a public UQD register for potential future funding.

2. If funding becomes available during grant implementation, initially reviewed UQD amount may be
subsequently increased by up to 30% per intervention, without resubmission for TRP review and
recommendation, provided that such increases are consistent with applicable Global Fund policies and
guidelines. Otherwise, a PAAR update involving new activities/interventions or an increase of more
than 30% above the originally approved amount requires TRP review. In Grant-making or during grant
implementation, the Secretariat can allow or request CCMs to submit an updated PAAR in the following
instances:

a. PAAR update due to TRP recommendations; and

b. PAAR update due to sources of funding becoming available:
e Portfolio optimization;®°

e External financial contributions;'°° and

e Foreign exchange savings.'"!

3. Updates to the PAAR can take the form of (i) activities shifted from the main allocation budget to the
UQD; (ii) new activities that were not included in the initial PAAR request and consequently were not
reviewed and approved by the TRP and added to the UQD register for the funding cycle or, (iii)
increases to the initial amount recommended for interventions/activities that are already on the UQD
register.

% For more information, refer to the OPN on Portfolio Optimization.
1% For more information, refer to the Framework on Private Sector Engagement and Policy on Restricted Financial Contributions (PRFC).
91 For more information, refer to the Guidelines for Grant Budgeting.
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4. PAAR updates require CCM endorsement. Endorsement must be provided by: (i) the CCM/RCM Chair
and (ii) the civil society representative if the CCM/RCM Chair is the representative of the Government,
or the representative of the Government if the CCM/RCM Chair is the representative of civil society.
With respect to endorsement by the CCM/RCM Chair, in the absence of the CCM/RCM Chair,
endorsement by the Vice Chair is acceptable if in line with the CCM/RCM'’s governing documents.
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THE
(J E‘-lljﬁgﬁl- Operational Policy Note
Co-Financing Interim Guidance
Approved on 21 February 2024’
Approved by Executive Grant Management Committee

Explanatory Note: This co-financing interim guidance provides additional considerations for GC7 grant-
making and is to be read alongside the Co-Financing OPN, for which a more comprehensive update is
forthcoming.

The Global Fund’s approach to sustainability is set out in the Sustainability, Transition and Co-financing
(STC) policy. This policy aims to strengthen the sustainability of national disease responses and health
systems and support countries as they transition from external financing, with co-financing being a critical
element.

For Grant Cycle 7 (GC7) implementation, Global Fund is enhancing its approach to co-financing. This
includes, among others, increased country ownership and accountability for co-financing commitments,
increased clarity on the types of financial and programmatic co-financing commitments made by countries
in the context of Global Fund grants, improved routine monitoring and tracking, strengthened data quality,
and improved documentation to support co-financing commitments and their realization. This interim
guidance informs the GF Secretariat, PRs, partners and other stakeholders on the requirements,
processes, and specific flexibilities related to co-financing for GC7 grant-making.

I. Commitment letter requirements and best practices

A commitment letter (CL) outlining financial and programmatic commitments is now mandatory for all
countries and must be submitted prior to GAC approval the approval of the grants. While specific co-
financing commitments are country-owned and vary heavily across portfolios, all CLs must include
standard requirements.

Requirements: A CL submission must include the following:
1. GC7 commitment on overall health expenditure (with flexibility for UMIC countries, as described
below);

2. GC7 commitments disaggregated by year and disease component (for all disease components for
which the country is eligible);

3. Data source for monitoring and evaluation of GC7 commitments clearly indicated;
4. GC7 specific programmatic commitments;

5. GC6 budget execution and budget allocation data, supplemented with other sources where needed,
disaggregated by year and disease component; and

6. Signed by the Ministry of Finance or budget authority (with flexibility for Focused countries, as
described below).

Best practices:
¢ Commitments should be expressed in both local currency and allocation currency, with exchange rate
described.

e Commitment letters should use the CL template, available on the Global Fund website, inserted into
the government letterhead.

Approved flexibilities:
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e Upper-middle income countries (UMICs) are exempted from making overall health spending
commitments in their CL, hence the section on health expenditure in the CL template may not be
included.

e For all countries, it is recommended for the CL to be signed by the Ministry of Finance or budget
authority. However, for Focused countries, the signature of another relevant government authority
(e.g., Ministry of Health) may be accepted.

e Where grants for a country are reviewed separately, commitments for the initially approved disease
component can be provided through a draft CL, on the condition that the CL is finalized once the
remaining disease components are reviewed by the GAC. In this case, a country is “conditionally
compliant” at the time of the initial GAC recommendation.

ll. Co-financing Compliance Assessment

Definition of GC6 backward-looking compliance

The interim guidance clarifies the Secretariat approach to reviewing compliance with previous co-financing
requirements for each disease component, as part of the grant approval process.

Compliance with core co-financing requirement 1 (Progressive government expenditure on health)

e Whether the country’s average government expenditure on health, as a % of total government
expenditure or in absolute terms, over the GC6 implementation period is greater than the GC5
implementation period.

e UMICs are exempted from the compliance assessment against Requirement 1.

Compliance with core co-financing requirement 2 (Increasing co-financing of Global Fund-supported

programs)

e For each disease component (assessed separately), whether the country’s GC6 co-financing
realizations (supported by evidence) fulfil the GC6 total minimum co-financing requirement as
described at the time of the relevant GC6 grants approval.

e UMICs must also submit evidence that key and vulnerable populations targeting requirements are
fulfilled.

Data requirements for compliance with requirement 2

Backward-looking (i.e., reviewing compliance with previous co-financing requirements) co-financing
compliance requires verified budget execution and budget allocation data to demonstrate GC6 co-
financing realizations. This may be evidenced through;

e Country-submitted documentation / data with budget lines detailing spending / allocation against the
three diseases and/or RSSH, including evidence of fulfilment of the programmatic commitments
specified in the GC6 CL, and/or

e Expenditure assessments (e.g., National Health Accounts (NHAs), National AIDS Spending
Assessment (NASA), Tuberculosis spending assessments) which are up to date, sufficiently granular
and clearly linked to budgets. Such assessments can also be used to interpret or triangulate disease
specific realization information or identify elements such as Human Resources for Health where the
latter are integrated into budgets, and/or

e LFA- or Supreme Audit Institution- or other independently verified budget execution and budget
allocation data.

Definition of GC7 forward-looking compliance

Compliance with core co-financing requirement 1 (Progressive government expenditure on health)

e Whether the country has committed to increase their government expenditure on health in GC7 (% or
absolute) from their GC6 “baseline” (per signed, final and compliant CL).

¢ UMICs are exempted from the compliance assessment against Requirement 1.

Compliance with core co-financing requirement 2 (Increasing co-financing of Global Fund-supported

programs)

e For each disease component (assessed separately), whether the GC7 commitment (per signed, final
and compliant CL) fulfils the GC7 total minimum co-financing requirement; The GC7 total minimum
co-financing requirement is determined by taking the sum of verified GC6 realizations / budget
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allocation submitted by countries (“GC6 baseline”) and the minimum additional co-financing
requirement.

Options for compliance outcome recommendations at time of the Global Fund grant approval

¢ Requirements met: If co-financing core requirements 1 & 2 are fulfiled based on the country-
submitted evidence.

¢ Requirements conditionally met / not met: The final compliance decision is reserved until specific
evidence or a signed / final CL is submitted by an agreed-upon due date.

¢ Requirements not met with Justifiable Circumstances: If requirements are not met, however, a
waiver of requirements is approved.

¢ Requirements not met: If requirements are not met and non-compliance actions will be taken.

Approach and principles for RSSH commitments

e For backward-looking compliance for GC6: RSSH realizations are assessed flexibly, considering
the country submitted overall RSSH spending, provided it is highlighted / verified in the submitted
budget documentation / data.

e For forward-looking compliance: RSSH commitments for GC7 must be aligned with Global Fund
Modular Framework RSSH interventions. Certain other interventions outside the Modular Framework
may be accepted on a case-by-case basis, if discussed and agreed between the Secretariat and the
country prior to grant approval.

Principles for backward-looking compliance assessment at the end of GC7

When assessing compliance with co-financing at the end of GC7, the Secretariat considers realization of
the financial and specific programmatic commitments in a country's commitment letter, considering
efficiencies (as needed). The Secretariat also considers realization against total minimum requirements,
including when making decisions related to implications of non-compliance.

Term

Definition

Co-financing incentive

The proportion of a country's allocation that is subject to co-financing. This is a
minimum of 15% but may be adjusted higher by the Global Fund Secretariat or waived
in exceptional circumstances

Backward-looking
compliance

Compliance related to evidencing sufficient realizations to fulfil STC
policy requirements for the previous allocation period / Grant Cycle

Forward-looking
compliance

Compliance related to making sufficient commitments to fulfil STC policy requirements
for the current allocation period / Grant Cycle

Minimum additional
co-financing
requirement

The minimum additional increase in domestic spend on HIV, TB, Malaria and / or
RSSH (typically represented by a % of the country’s allocation) required by the STC
policy. Used to determine the total minimum co-financing requirement

Baseline

The amount of domestic spend on HIV, TB, Malaria and / or RSSH realized in the
previous allocation period. Used to determine the total minimum co-financing
requirement (forward-looking)

GC6 total minimum co-
financing requirement

The minimum realizations in GC6 for HIV, TB, Malaria and / or RSSH which a country
must evidence for backward-looking compliance

GC7 total minimum co-
financing requirement

The minimum amount which a country must commit to in GC7 for HIV, TB, Malaria and
/ or RSSH for forward-looking compliance. This amount is calculated by the Secretariat
as the GC6 baseline + GC7 minimum additional co-financing requirement.

Financial commitment

The specific USD or EUR or local currency' amounts which a country has committed to
in their commitment letter to fulfil the STC policy requirements

Specific programmatic
commitment

The specific, monetized goods & services which a country has committed to in their
commitment letter
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- Where commitments are made in local currency with no foreign exchange (FX) rate to allocation currency specified, the GC7 grant-specific

FX rate is used to describe the equivalent amount in allocation currency.
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THE

(J GLOBAL

FUND

Operational Policy Note
Co-Financing

Issued on 31 March 2017

Issued by Strategic Information Department

Approved by  Executive Grant Management Committee

Purpose To describe the operational policies and processes in the grant management lifecycle
necessary to fulfill the Board’s requirements for ‘co-financing’.

1. The Global Fund’s co-financing policy is set forth in the Global Fund’s Sustainability, Transition and
Co-financing (STC) Policy; which is aimed at

a. Enabling long term sustainability of Global Fund supported programs and successful transitions
from Global Fund financing;" and

b. Mobilizing additional resources to achieve the ambitious goals and targets of the Global Fund
Strategy 2017-2022."

2. This Operational Policy Note (OPN) describes the key grant management processes through which to
implement the co-financing policy for grants arising from the 2017-2019 allocation period onwards™.
The OPN also describes implications to grants in countries due to non-compliance with willingness to
pay requirements under the 2014-2016 allocation period.

3. The STC policy aims to strengthen the sustainability and impact of Global Fund supported programs
through measures that include stimulating increased co-financing for the health sector, health systems,
and for the three disease programs.

4. Co-financing, in the context of the Global Fund, pertains to domestic public resources and domestic
private contributions' that finance the health sector and the national response against HIV,
tuberculosis and malaria. Domestic public resources include: government revenues, government
borrowings'%’, social health insurance, and debt relief proceeds (including Debt2Health arrangements
with the Global Fund'®). With the exception of loans and debt relief, all other forms of international
assistance, even when channeled through government budgets, are not considered as co-financing.

5. The operationalization of the co-financing policy and requirements is guided by the following principles:

a. Maximizing leveraging of domestic financing. The overarching goal of country engagement on
co-financing is to leverage additional domestic financing in line with overall health need, National
Strategy Plan targets, and fiscal capacity of the country. While this OPN specifies minimum
additional co-financing investments required to access the full Global Fund allocation across
country income groups, the overall focus is to use provisions of the co-financing policy to maximize
leveraging of domestic financing;

b. Systematic assessment of co-financing, and implementation of the policy. It is important to
more systematically enforce implications of non-compliance with co-financing requirements, while

192 The Global Fund Sustainability, Transition and Co-financing Policy, as set forth in Annex 1 to GF/B35/04 — Revision 1, and approved by the
Board in April 2016 under decision point GF/B35/DP08: https://www.theglobalfund.org/media/4221/bm35 04-
sustainabilitytransitionandcofinancing_policy en.pdf

1% The Global Fund Sustainability, Transition and Co-financing Policy, GF/B35/04 — Revision 1, April 2016.

1% The Global Fund Strategy 2017 — 2022: Investing to End Epidemics, April 2016
https://www.theglobalfund.org/media/2531/core_globalfundstrateqy2017-2022 strateqy en.pdf

19 Co-financing requirements (previously called counterpart financing and willingness-to-pay requirements) for grants arising from the 2014-
2016 allocation period is as set forth in the OPN on Counterpart Financing.

1% Restricted to verifiable contributions from domestic corporations and philanthropies that finance National Strategic Plans (excludes direct out
of pocket expenditures borne by households)

107 This pertains to expenditure from loan proceeds in a grant implementation period and excludes repayment and interest

108 Debt2Health contributions to the Global Fund are considered towards co-financing of disease programs subsequent to Board decision
GF/BM32/DP13.
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at the same time providing maximum flexibility for Country Teams and the Secretariat to enforce
such implications in a manner that minimizes negative consequences on grant performance and
overall impact. This includes flexibility to enforce implications either via current grants or future
allocations, taking into account relevant contextual factors;

c. Tailoring requirements and differentiation. Co-financing requirements are tailored along the
development continuum according to income level, disease burden and other contextual factors to
enable long-term sustainability and successful transitions of disease programs from Global Fund
support. The Secretariat's approach to engaging with countries and monitoring co-financing
commitments is also differentiated to focus efforts on mitigating sustainability and transition risks;

d. Alignment with existing in-country and Global Fund systems and processes. Rather than
establishing parallel processes, co-financing considerations should be aligned to country systems
and processes, to the extent possible. For the Global Fund, the implementation of the co-financing
policy is integrated with existing operational policies and processes throughout the grant lifecycle.
Unless otherwise specified, the processes for implementing the co-financing policy shall follow the
existing decision-making processes for access to funding and grant management;* and

e. Clear communication of co-financing requirements and implications of non-compliance to
key country stakeholders. All communication on co-financing requirements and implications of
non-realization of commitments should be addressed to key stakeholders beyond the Principal
Recipient and Country Coordination Mechanism, including Ministry of Finance, the Ministry of
Planning and other authorities, as relevant. In general, Country Teams should seek to
communicate the implications of non-realization of commitments to the highest authorities to which
the Global Fund Secretariat has access and with whom the Global Fund has an established
relationship.

Scope and Applicability:

6. All countries receiving an allocation from the Global Fund for a particular disease component must
comply with the co-financing requirements to access the allocation, irrespective of whether the
Principal Recipient is a governmental or non-governmental (including the private sector) entity.

7. Multi-country priorities (comprised solely of catalytic funding), non-CCM applicants and countries
included in multi-country grants that are no longer eligible for a standalone Global Fund grant for the
same disease component are exempt from co-financing requirements. However, countries included in
multi-country grants composed of individual allocations must show that they comply with co-financing
requirements, on a country by country basis. Applicability of co-financing requirements for such
countries is communicated through the Allocation Letter.

8. Co-financing requirements for accessing funds beyond country allocations', will be subject to the rules
governing the use of such funding, if applicable.

Core Co-financing Requirements

9. The STC Policy outlines two core Co-Financing Requirements that are prerequisites for countries to
access the full allocation. These requirements serve to strengthen the overall financing for the health
sector and the sustainability of HIV/AIDS, TB and/or malaria programs. Countries must demonstrate
during the implementation period of grants arising from the allocation, the following:

a. Requirement-1: Progressive government expenditure on health to meet national universal health
coverage (UHC) goals; and

b. Requirement-2: Increasing co-financing of Global Fund supported programs, focused on
progressively taking up key costs of national disease plans.

Requirement 1: Progressive government expenditure on health

% OPNs on Access to Funding, Grant-making and Approval, Grant Revisions, Annual Funding Decisions and Disbursements and Signature
Authority Procedure as of date
10 E.g. catalytic funds or additional funding through portfolio optimization as per terms of GAC approval
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10. Governments should increase their health expenditure in accordance with recognized international
declarations''" and national strategies. Specifically, applicants should demonstrate:

a. For countries where government spending on health is less than 8%: this share will increase over
the implementation period of grants arising from the allocation;

b. For countries where government spending on health is equal to or greater than 8%: health
expenditure will increase in line with government expenditure such that the current share is at
least maintained, if not increased during the implementation period of grants arising from the
allocation.

c. For countries with high’, ‘severe’ or ‘extreme’ disease burden''? for two or more disease
components who have a low prioritization of government spending on health and/or low capacity
for domestic revenue capture'’®: development a robust health financing strategy and
incorporation of its provisions in national development frameworks (such as medium term
expenditure frameworks) before the end of 2020.

Requirement 2: Increasing co-financing of Global Fund supported programs

11. During the implementation period of grants arising from the allocation, applicants should demonstrate
increasing co-financing to progressively absorb costs of key program components such as human
resources, procurement of essential drugs and commodities, programs that address human rights and
gender related barriers and programs for key and vulnerable populations.

12. In line with fiscal capacity and health system capabilities, countries should ensure co-financing for
priority interventions of the National Strategic Plan to reduce over-dependence on external resources
and pave the way for longer term sustainability of Global Fund supported programs.

Co-Financing Incentive

13. In order to encourage additional domestic investments, a co-financing incentive is included as part of
the allocation for each country component. The ‘co-financing incentive’ is at least 15 percent of the
Global Fund allocation (as specified in the Allocation Letter). In order to access the co-financing
incentive, countries must: (1) provide commitments of additional domestic investments to the relevant
disease programs and/or related Resilient and Sustainable Systems for Health (RSSH) over the
implementation period of the grant arising from the allocation, as per the requirements in the STC
policy; and (2) demonstrate realization of such commitments.

14. To access the co-financing incentive for each relevant disease component, the additional domestic
investments must be:

a. More than the domestic investments made in the corresponding implementation period of the
grants arising from the prior allocation period, by at least:

i. 50 percent of the co-financing incentive for low income countries
ii. 100 percent of the co-financing incentive for ‘middle income countries's; and
b. Invested in priority areas of national strategic plans, in line with the investment guidance
developed with partners (including region specific guidance, as applicable); and
c. Evidenced through allocations to specific budget lines, or other agreed assurance mechanisms.
15. The focus of additional domestic investments required to access the co-financing incentive must be
agreed upon during country dialogue or Grant-making. As per the STC policy, the following
requirements will apply for additional co-financing contributions to access the co-financing incentive:

Country Income | Disease

Classification Burden Additional Co-Financing Investments

1 Such as the Abuja Declaration of 2001

12 As defined in Annex 1 of the Eligibility Policy

13 Less than 8% of government expenditure on health and/or tax revenues are lower than 15% of the GDP.

14 Indicative list of requirements for assessment and will be assessed on a case by case basis.

5 In assessing additional domestic investments to a disease program, one-off loan contributions or capital investments for infrastructure
development in the prior period can be discounted. Where major efficiencies are targeted in disease program spending in line with technical
partner guidance (example: shift from hospitalized TB care to ambulatory DOTS), re-investment of savings to priority areas can be considered as
additional domestic investments

18 According to the Global Fund Eligibility List, based on World Bank’s income classification.
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Invested in either disease programs or RSSH.

Low Income Any Flexibility to demonstrate 100% of their additional investments are
towards RSSH

At least 50 percent invested in priority areas within the disease

Lower-LM| Any program. Remainder can be in RSSH
Upper LMI glegvtre At least 75 percent invested in priority areas within the disease
PP Extrem1e program. Remainder can be in RSSH
Low and Focused on addressing systemic bottlenecks for transition and
Upper LMI Moderate sustainability’”, with at least 75 percent in priority areas within the

disease program.

Focused on disease components and RSSH activities to address
UMmli Any roadblocks to transition''®, with a minimum of 50% invested in specific
disease components targeting key and vulnerable populations''®

16. By default, the co-financing incentive available for each component is the same percentage across the
allocations for each component following the final program split. However, on an exceptional basis,
based on country context and priorities?°, Country Teams may negotiate with country stakeholders
and agree to a different distribution of the additional domestic investments to access the co-financing
incentive among eligible components, provided that:

a. The revised distribution that is agreed upon will determine (1) the co-financing incentive for each
component and (2) the additional investments per component to access the co-financing
incentive;

b. The aggregate amount of the co-financing incentive across all disease components remains
unchanged;

c. Co-financing commitments for all components are available prior to the final Grant Approvals
Committee (GAC) review of the first component;

d. The deviation from the default level of additional co-financing for a component is approved by the
GMD Department Head/Regional Manager and communicated to the GAC through the Grant-
making Final Review and Sign-off Form.

e. The additional investments per component to access the co-financing incentive and the co-
financing incentive for each component will be communicated by the Country Team to the CCM
and country stakeholders through a ‘management letter

17. Extenuating Circumstances: In exceptional circumstances, where the country is not in a position to
meet the co-financing requirements, the Country Team may recommend a full or partial’? exemption
from the requirements. Any waiver of co-financing requirements will require strong justification, as well
as a plan for addressing funding shortfalls, where applicable. Exemptions from co-financing
requirements may be considered in limited cases of strongly justified and/or exceptional
circumstances, such as:

a. The country is a Challenging Operating Environment (COE), where in-country engagement on
domestic financing is not feasible;

b. Severe economic/fiscal crisis impacting government revenues/expenditure, which results in lower
health and disease spending;

"7 |dentified by the country either through a transition readiness assessment or transition work plan or through national strategic plans or other

relevant assessments.

18 |bid

18 As defined in the Global Fund Key Populations Action Plan 2014 — 2017

https://www.theglobalfund.org/media/1270/publication _keypopulations actionplan_en.pdf

20 Among others, such priorities could include substantive scale up of domestic funding required for a component due to reductions in Global
Fund allocation or other donor funding for such component; or where the focus is not to just increase domestic contribution to a disease component
but rather to channel efficiencies to a component with already high levels of domestic funding to priority interventions by changing delivery models
or provider payment systems (example: shift from hospitalized TB care to ambulatory DOTS)

21 In instances, where country is in a position to make additional investments in the next phase but not sufficient to access the full co-financing
incentive

122 The classification of a country as a COE does not automatically guarantee the application of flexibilities.
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c. Force majeure events such as natural disasters, sudden outbreaks of disease, sudden or
unforeseen outbreaks of war, civil or political unrest that result in severe disruption of program
implementation or in the reallocation of government resources to address emergencies.

18. Partial or full exemptions must be approved by the Head, Grant Management Division through a memo
(standardized memo template) and may be granted prior to communication of the allocation, during
country dialogue, at the time of review of the funding request, at Grant-making and/or during grant
implementation. The Head, Grant Management Division, may seek guidance from the GAC on the
request for exemption. Once approved, the exemption applies for the duration of the implementation
period. If a full exemption is granted, the applicant has access to the total allocation, including the
funding that would be provided as co-financing incentive. If a partial exemption is sought and granted,
the country will be reviewed and monitored for the approved lower level of requirements, as outlined
in the memo seeking the partial exemption. Exemptions will be communicated by the Country Team to
the CCM and country stakeholders through a ‘management letter’. All exemptions will be reported to
the Board and captured in the relevant GAC Report to the Board (See Annex-2).

19. By default, 15% of a country component’s allocation will be available as a co-financing incentive if the
country makes additional domestic commitments to three diseases as well as RSSH, as per policy
requirements.

20. The co-financing incentive may be set at greater than 15% based on the following factors: evidence of
less than 8% of government spending on health; the need to proactively strengthen transition
preparedness and plan for transition if the country is a UMI (regardless of disease burden) or LMI with
low/moderate disease burden; and/or other country specific contextual factors. Such other country
specific contextual factors include but are not limited to: how the country compares with peers of the
same income classification and region, macro-economic and fiscal trends, programmatic performance
and impact against the three diseases, the overall funding landscape for the three diseases, and
previous co-financing commitments.

21. The key parameters, guidance, and background data to determine the share of co-financing incentive
is developed by the Health Financing Team of the Strategic Information Department as part of the
Access to Funding processes for finalizing the Allocation Letter.

22. The share of the co-financing incentive of each country componentis determined by the Country Team
taking into account contextual priorities and considerations, with support from the Health Financing
team, where appropriate. Country Team’s recommendations are endorsed by the Department
Head/Regional Manager. The proposed co-financing incentive share of the allocations are then
reviewed and validated by the Grant Approvals Committee (GAC).

23. Countries are informed of their total allocation across eligible disease components and the share of
the allocation for each eligible component that is available as a co-financing incentive, through the
Allocation Letter. The required level and focus of domestic investments to access the co-financing
incentive is also communicated through the Allocation Letter.

24. The requirements that apply to access the co-financing incentive component of the allocation are
based on ‘country income classification’ as per the latest Eligibility List published prior to
communication of the allocation'®. If there is a change to the income classification during an allocation
period, requirements associated with the new income level will apply only to the subsequent allocation.

25. Co-financing of Global Fund supported disease programs and RSSH, as applicable, will be agreed
upon during the country dialogue and/or Grant-making. In addition to the minimum additional
investments to access the co-financing incentive, overall co-financing commitments should take into
account funding need, existing commitments, fiscal space, sustainability and transition considerations;

23 Country income classification used for the 2014-16 allocation period applies to previous ‘Willingness to Pay’ requirements.
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as applicable.

26. Country dialogue should include engagement on:

a. The realization of co-financing commitments for the implementation period of the grants arising
from the previous allocation period,'> as applicable;

b. Co-financing investments in the health sector and disease programs over the implementation
period of the grant arising from the next allocation;

c. Leveraging the co-financing incentive to increase strategic domestic investments for health, in
line with country priorities and STC policy requirements;

d. Ensuring that the funding request for UMICs irrespective of disease burden and LMICs with low
and disease burden describes the major bottlenecks to financial sustainability and how these
bottlenecks will be strategically addressed with additional domestic investments that comply
with the co-financing requirements.

27. Realization of co-financing commitments for the implementation period of the grants arising
from the previous allocation period: Evidence of realization of previous co-financing commitments
is required to assess implications to grant funds tied to co-financing commitments and/or the
subsequent allocation, as well as establish the baseline to determine additional investments for the
next implementation period.

28. Evidence of realization of co-financing commitments and any justification for not meeting commitments
(if applicable) must be formally submitted to the Global Fund prior or along with the submission of first
funding request. Evidence of realization of co-financing commitments may be requested earlier, if the
Country Team perceives a risk in materialization of commitments. If not at risk of realizing
commitments, a country whose first funding request is through the ‘program continuation’ application
modality can submit evidence on realization of co-financing commitments during Grant-making, as per
the schedule agreed with the Country Team.

29. Co-financing investments in the health sector and disease programs in the next implementation
period: Domestic financing of the broader health sector and of disease programs should be a focus of
country dialogue, engaging key stakeholders including the Ministries of Finance and Health.

30. In high burden?® countries with low government spending on health and/or low revenue capture'? and
countries where there is a declining trend in government health expenditure, country dialogue should
explore government plans to develop and/or implement health financing strategies to increase
domestic financing of health. With partners and through global platforms’?’, Country Teams and CCMs
are encouraged to discuss needs of additional support through grants to accelerate the implementation
of health financing strategies, if relevant. Where there are no specific initiatives in place to develop or
implement a health financing strategy, the Secretariat and CCMs may explore, in consultation with
partners, support for developing health financing strategies through grants.

31. The development of the funding request should include a review of available resources and funding
gaps for Global Fund supported programs, preferably based on costed National Strategic Plans.
Through the CCM and key stakeholder engagement, country dialogue should discuss co-financing
contributions over the next implementation period as well as longer-term strategies for sustaining
programs with increased domestic investments.

32. Leveraging the co-financing incentive for strategic domestic investments for health, in line with
country priorities: Country dialogue should aim to establish strategic actions and co-financing
commitments to meet the co-financing requirements and access the total co-financing incentive.

33. The ongoing country dialogue process must ensure a clear understanding of:

a. Mechanisms through which government will finance the disease program or RSSH
(central/regional/local government revenues, loans, debt relief and/or social health insurance);

124 Was referred to as ‘willingness to pay’ in the 2014-16 allocation period.

125 Countries with high’, ‘severe’ or ‘extreme’ disease burden for two or more disease components, as defined by Eligibility Policy
126 Defined as less than 8% of government expenditure on health and tax revenues are lower than 15% of the GDP

127 Such as the Global Financing Facility.
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b. Current and planned additional domestic financing of disease programs and RSSH in terms of
the extent of funding and the interventions supported;

c. Timing or annual cycle of co-financing investments; and

d. The mechanism by which co-financing will be tracked and reported, including assurance provided
by the country’s public finance management systems and ‘supreme audit institutions’ for reliable
monitoring of realization of co-financing commitments.

34. The Country Team (supported by inputs from the Strategic Information Department) will review and
assess (a) compliance with core co-financing requirements (see paragraphs 9-12) based on qualitative
assessment of co-financing trends, taking into account relevant contextual factors; (b) realization of
co-financing commitments for the implementation period of the grant arising from the previous
allocation period; and (c) co-financing commitments to access the co-financing incentive for the grant
arising from the subsequent allocation period. The Country Team’s assessment is captured in the
Secretariat Briefing Note submitted to the TRP. The Country Team’s assessment of compliance will
also be captured in the Grant-making Final Review and Sign-off Form, and reviewed by the GAC (see
paragraph 50)

ASSESSING REALIZATION OF CO-FINANCING COMMITMENTS FOR THE PREVIOUS
ALLOCATION PERIOD:

35. Realization of a co-financing commitment is defined as reasonable assurance of either execution of
funds for agreed upon activities or implementation of agreed upon activities.

36. In assessing co-financing in the implementation period of grant (s) arising from the previous allocation,
it is expected that information on budget execution for completed fiscal years and the budget of the
final implementation year will be reviewed. With respect to the execution/or budgeting of funds,
countries will be considered as compliant with requirements to access the co-financing incentive of the
previous allocation', if:

a. Realization of co-financing commitment in completed fiscal years plus budget allocated for the
final year in USD/EURO"" is equal to or higher than the requirements to access the co-financing
incentive (willingness to pay of the 2014-16 allocation), as per policy existing at time of the
previous allocation;® OR

b. Realization of co-financing commitment in completed fiscal years plus budget allocated for the
final year in local currency, adjusted for inflation is equal to or higher than the requirements to
access the co-financing incentive (willingness to pay of the 2014-16 allocation) as per policy
existing at the time of the previous allocation

37. In High Impact and Core countries, the Finance Specialist, with support of Health Financing Team (if
applicable) will be responsible for assessing evidence on execution of funds and allocation of budget
funds committed towards meeting co-financing requirements and the extent to which the required co-
financing commitments were realized. The Fund Portfolio Manager, taking into consideration the
assessment of the Finance Officer and supplementary evidence on implementation of agreed upon
activities, determines compliance with co-financing requirements in consultation with the Legal Officer
and other Country Team members (as applicable). In Focused countries, the Fund Portfolio Manager
will determine compliance with support from the Health Financing Team and/or STC Specialists (as
applicable) and in consultation with the Legal Officers

128 For program continuation, the Country Team will present the assessment of compliance to the GAC

2% Was referred to as ‘willingness to pay’ in the 2014-16 allocation period

130 Was referred to as ‘willingness to pay’ in the 2014-16 allocation period

31 Depending on which currency the country had used to provide commitments

132 For the 2014-16 allocation; the minimum requirements of additional investments was 25% of the co-financing incentive (referred to earlier as
‘willingness to pay’) for low income countries, 50% for lower LMI, 100% of upper LMI, and 200% for UMI. For subsequent allocations, as per the
STC Policy, outlined in paragraphs 14-15

133 The same process will be applicable for assessment of compliance during grant implementation
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38. The possible outcomes of the compliance determination and their implications are summarized below:

a. Requirements Met: Requirements are considered met if execution of funds or implementation of
agreed activities in completed fiscal years (a) is greater than requirements to access the co-
financing incentive OR (b) meets the requirements together with budget/approved implementation
plan for the final year and there are no identified risks for execution of the allocated budget/
implementation plan Implications: There are no implications to existing grant(s) or the new
allocation, if requirements are met

b. Requirements Conditionally Met: Requirements are considered conditionally met, if execution
of funds or implementation of agreed activities has been inconsistent with actual commitments,
but allocated budget/approved implementation plan for the final year implies that the country will
meet the requirements to access the co-financing incentive. Implications: If requirements are
deemed conditionally met, the implications are the following:

i. Country teams, with the support of the Health Financing Team, should monitor realization of
commitments during the remainder of the implementation period;

ii. Where feasible and appropriate, Country Teams should consider tying subsequent
disbursements to realization of commitments;

iii. Subsequent actions based on whether requirements were ultimately met or not met

c. Requirements Not Met with Justifiable Circumstances: If country does not meet requirements
to access the co-financing incentive, but has justifiable reasons for non-compliance (see
paragraph 17). Implications: Exemption of requirements, approved by the Head, Grant
Management Division through a memo based on a standardized memo template (see paragraph
18 and Annex 2).

d. Requirements Not Met: If country does not meet requirements to access the co-financing
incentive, and has no justifiable reasons (see paragraph 17) for non-compliance. Implications:
The implications of not meeting requirements include the following:

i. Withholding of disbursements or reduction of grant funds during the current grant
implementation period, where feasible and appropriate; or

ii. Downward adjustment of subsequent allocation, proportionate to the level of non-realization of
commitments, where feasible and appropriate.

39. Applying consequences of non-realization of co-financing on existing grants: Disbursements
may be withheld or the grant funds amount may be reduced, for the grant (s) arising from the prior
allocation period, in the event of non-realization of commitments to access the co-financing incentives.
The proportion of realized co-financing commitments will be applied to the amount provided as co-
financing incentive'®, and the residual amount either withheld as disbursement or reduced from the
grant funds amount'¥.

40. Disbursements may be withheld for non-realization of co-financing commitments at any point of time
during the implementation period. The Principal Recipient will receive notification of the reduced
disbursement through a Management Letter accompanying Disbursement Notification Letter (see
Annex-2).

41. The grant funds amount may be reduced for non-realization of co-financing commitments, in the final
year of implementation. Reduction of grant funds and the related program revisions (if applicable)
should be processed following the OPN on Grant Revisions. After approval, reductions in grant funds
amount due to non-compliance with co-financing requirements will be communicated to the country,
through a management letter.

134 Disbursement can be linked to specific co-financing milestones based on an assessment of potential impact of its withholding, should co-
financing not materialize

135 Was referred to as ‘willingness to pay’ in the 2014-16 allocation period

136 Was referred to as ‘willingness to pay’ in the 2014-16 allocation period

37 The reductions will be applied to individual grant components, proportionate to share of co-financing incentive applicable to each component.
However, for grants under the 2014-16 allocation, reductions can apply to any grant component in any proportion as per strategic requirements
of the portfolio since willingness to pay commitments were not tied to a specific component.
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42. Applying consequences of non-realization of co-financing on subsequent allocation: Non-
compliance with co-financing requirements will result in reduction of subsequent allocation, if the
country is not exempted from requirements and did not have consequences of not meeting co-financing
requirements'3® applied to existing grants. The amount to be deducted from the subsequent allocation
will be calculated in the same manner as outlined in paragraph 39. However, given potential for
significant reductions in subsequent allocations, any adjustments to future allocations because of non-
realization of co-financing commitments will be proportional to any reductions in allocations®. The
reduction will be prorated across the eligible components of the subsequent allocation. Any reductions
to the allocation will have to be approved by the GAC. A GAC review can be requested by Country
Teams, in consultation with A2F, for downward adjustments to the allocation due to non-realization of
co-financing commitments (See OPN on Access to Funding, Grant-making and Approval). GAC review
for downward adjustment of allocation should be scheduled sufficiently in advance of the final GAC
review of the disbursement-ready grants to provide the necessary time to negotiate budgets for the
revised upper-ceiling amount. After approval, reductions in allocation due to non-compliance with co-
financing requirements will be communicated to the country, through a management letter.

ASSESSING CO-FINANCING COMMITMENTS TO ACCESS THE CO-FINANCING INCENTIVE FOR
THE NEXT ALLOCATION:

43. The amount of the ‘co-financing incentive’ available to each component will be proportional to the level
of additional co-financing commitments provided by the country, unless justified by extenuating
circumstances (see paragraph 17)

44. For countries applying via program continuation’ application modality, co-financing commitments
should be provided during grant-making, prior to the final GAC approval of the grant. For full and
tailored funding requests, it is expected that co-financing commitments to access the full co-financing
incentive for a component is submitted along with the funding request. If additional time is required for
country processes™, the commitments can be formalized at grant-making or during grant
implementation, provided indicative commitments are available prior to final GAC. If the time required
for formal commitments extends into grant implementation period, grant agreements must have ‘grant
requirements’ specifying the time-frame when the co-financing commitments will be provided and the
expectations of realization of these commitments.

45. If during Grant-making sufficient commitments (either indicative or formal) to access the full co-
financing incentive are not forthcoming, the allocation will be proportionally reduced based on available
co-financing commitments, unless exempted. Any reductions to the allocation will have to be approved
by the GAC. A GAC review can be requested by Country Teams, in consultation with A2F, for
downward adjustments to the allocation (See OPN on Access to Funding, Grant-making and Approval).

46. After approval, reductions in allocation due to non-compliance with co-financing requirements will be
communicated to the country, through a management letter.

47. Co-financing considerations at grant approval as well as subsequent monitoring during grant
implementation will be differentiated based on whether there is a material risk for realization of
commitments. Figure-1 provides an illustrative list of key risks that should be considered by the
Country Team.

Figure-1 Risk based approach for Approval and Monitoring of Co-Financing Commitments "4

138 Withholding of disbursements or reduction of grant funds

139 Proportion will be capped at 100%, for countries receiving a higher level of funding in the current allocation

140 Ongoing processes for budget formulation, parliamentary approval, development of medium term expenditure frameworks, approval of national
strategy plans, development of sustainability plans, resource tracking etc.

41 As part of the ORR, a framework is currently being defined to measure and monitor key risks levels across the organization, including co-
financing risks.
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Illustrative Risks

+  Poor track record of meeting previous commitments +  Sign off
(less than 75% unless justified)

» Significant increases in government spending

committed in one or more program areas and/or i
substantive commitments to absorb historical Global :
Fund support in specific areas (more than 50%) S— 8

+ Investments committed to key population Secretariat ' management processes
interventions, that were not previously funded by the  assessment of for managing conditions
govermment m"‘d 3

+  Co-financing risks for transition (as per endorsement by Low Risk
Organizational Risk Register) the GAC :

+ High burden countries with low government health S MO SO ancaucagag

spending/low revenue capture  + Generic grant condition
«  Medium term macroeconomic and fiscal constraints + Formal monitoring through

» Constraints in tracking expenditure through existing G\%F prr(:cesses; informally
country systems and processes KRR oty

engagement

48. If the Country Team determines that there is a material risk of non-realization of co-financing
commitments, appropriate mitigation measures such as endorsement of co-financing commitments by
the Ministry of Finance/other relevant bodies specific to the country and/or specific grant requirements
should be presented to the GAC for approval.

49. Country Teams should consult their Legal Officer to capture co-financing requirements in the grant
agreement, which will depend on the Country Team’s assessment of risk and endorsement by the
GAC. Accordingly, two options are available:

a. No Material Risk: If it is determined that there is a low risk of non-realization of domestic
commitments, a generic grant requirement must be included in the grant agreement that reserves
the right of the Global Fund to withhold funding during the implementation period of the grant
(through withholding of disbursements or reduction of the grant funds amount), or from the
subsequent allocation proportionate to non-compliance with the additional domestic commitments

b. Material Risk: If it is determined that there is a material risk of non-realization of domestic
commitments, country-specific grant requirement(s) that will formalize the co-financing
commitments for the implementation period must be included in the grant agreement. The grant
requirement will specify annual co-financing investments or specific outputs related to co-financing
commitments (as applicable), and the mechanisms and time-frame for reporting realization of co-
financing commitments. If appropriate, the grant requirement should specify the disbursement
amount per year that is tied to realization of co-financing commitments. The amount tied per year
will generally be proportional to the amount of co-financing commitment per year as confirmed to
the Global Fund. If appropriate, the Country Team may at its discretion tie specific components of
the grant budget to realization of co-financing commitments.

50. The Country Team captures its assessment of risk of non-compliance with co-financing requirements
and the outcome of the grant-making considerations on co-financing in the Grant-making Final Review
and Sign-off Form. By recommending the proposed grant for Board approval, the GAC will also be
endorsing the assessment of risk of non-compliance with co-financing requirements and the option
recommended by the Country Team for the monitoring of realization of additional domestic
commitments during the implementation period.

51. The monitoring of co-financing commitments and implications of non-compliance will be differentiated
as presented in the table below:
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or other specified
date)

. . Implications for Approval of
Option| Grant Agreement Approval| Monitoring Non-Compliance | Implications
Generic grant requirement in Periodically
grant agreement for followed u
countries with low risk of through co?mtry If evidence of non- | withholding of
non-realization of co- compliance, disbursement
X . ; engagement,
1 financing commitments, that | GAC . based on country | 35 per OPN on
) budget execution : P
reserves the right of Global reports. NHA context, strategic | Annual
Fund to withhold funding NKSA, ’and ’ !'equirements and | Funding
proportionate to non- partner data impact on the Decisions and
compliance program; one or Disbursements
Monitoring of more of the )
specific following actions: | Reduction of
commitments as | (a) withholding of | grant funds
Country specific requirement per the terms of disbursement | @mount as per
in grant agreement for the grant (b) reduction in OPN on Grant
2 countries where there is a GAC requirement in the grant funds Revisions
material risk of non- grant agreement amount Reduction of
realization of co-financing (i.e. atthe time of | (c) reduction of Allocation —
commitments an Annual subsequent GAC Approval
Funding Decision allocation

52.In exceptional cases, depending on the context, risk profile and country specific requirements,
verification of realization of co-financing commitments may be included within the terms of reference

of the external audit or LFA services.

53. If a country does not meet its additional co-financing commitments, it is mandatory to have a country-
specific requirement in all subsequent grant agreements until a track record of compliance can be (re-
) established.

RESPONSIBILITIES

54. Country Team: Strategic engagement and negotiation of co-financing to enhance sustainability of
Global Fund supported programs, appropriate to the country context. Provide necessary guidance to
country stakeholders on co-financing requirements and articulation of its compliance through relevant
documentation and mechanisms at the time of accessing funding and grant implementation. With
support from the health financing team, assess compliance, with co-financing requirements at the time
of accessing funding and reflect the assessment in ‘Secretariat Briefing Notes’ and GAC
documentation. Incorporate ‘requirements’ related to co-financing commitments in Grant Agreements
based on country context and requirements, and accordingly track their materialization during grant
implementation. Take appropriate actions for non-compliance in line with guidance provided in the
OPN based on country context, strategic requirements and impact on the supported program(s).

High Impact and Core Countries

a. Fund Portfolio Manager (FPM) supported by Program Officer(s): Lead Global Fund
negotiations and decision making related to co-financing requirements in the grant lifecycle.
Ensure timely communication of co-financing requirements and decisions related to co-financing
to country stakeholders. Leverage Secretariat resources’ and strategically engage with country
stakeholders to advocate and support actions for improving co-financing and sustainability of
Global Fund supported programs.

b. Finance Specialists: Finance Specialists advise and strengthen Country Team understanding
of public financing mechanisms in the country; monitor grant conditions related to co-financing;
responsible for assessing evidence on execution of funds committed towards meeting co-
financing requirements, with support of the Health Financing Team, where applicable; incorporate
verification of co-financing within the terms of reference of the external audit or LFA services,
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where appropriate; and provide internal clearance prior to approval of withholding of
disbursements, reduction in grant funds and/or reduction of future allocation for non-realization of
co-financing commitments, as per normal processes for disbursements, modifications in grant
agreements, and GAC approvals.

Focused Countries

c. Fund Portfolio Manager (FPM): Lead Global Fund negotiations and decision making related
to co-financing requirements in the grant lifecycle. Leverage Secretariat resources’ and
strategically engage with country stakeholders to advocate and support actions for improving
co-financing and sustainability of Global Fund supported programs. Responsible for assessing
evidence on execution of funds committed towards meeting co-financing requirements, with
support of the Health Financing Team and/or STC Specialists, where applicable

d. Portfolio Support Team: With support of the Health Financing Team and/or Sustainability and
Transition Specialists, if applicable, the PST provides internal clearance prior to approval of
withholding of disbursements, reduction in grant funds and/or reduction of future allocation for
non-realization of co-financing commitments, as per normal processes for disbursements,
modifications in grant agreements, and GAC approvals. Incorporates verification of co-financing
within the terms of reference of the external audit or LFA services, where appropriate.

All Countries

e. Legal Officer: Incorporates co-financing requirements in grant agreements in a manner that is
enforceable and consistent with Board and Secretariat policies; advises on determination and
legal implications of non-compliance with co-financing requirements; and provides the internal
clearance prior to approval of actions to enforce consequences of non-compliance.

f.  Public Health and Monitoring & Evaluation Officer Where appropriate, support negotiations
by identifying key programmatic gaps that could be potentially supported by the government;
assess commitments to absorb existing support and/or scale up program provided through
previous requests to the Global Fund; support assessment of evidence with regard to
implementation of agreed upon activities.

g. Health Product Management Specialist: Where appropriate, assess implications of
commitments for absorbing and/or scaling up procurement of drugs and commaodities. Support
as required tracking of realization of specific co-financing commitments related to procurement.

55. Health Financing Team: Based on requests from Country Teams, provides technical support and
advice for co-financing negotiations, assessment of public financing mechanisms, macroeconomic and
fiscal outlook, updated data and other information inputs on program and health sector financing;
capacity building of Secretariat staff and sharing of best practice; supports assessment of compliance
with requirements at the time of accessing funding and tracking materialization of co-financing
commitments during grant implementation. Responsible for tracking and reporting of progress on co-
financing at the portfolio level including KPI1 on domestic financing and actions taken for non-realization
of commitments; and facilitating support of technical partners in expenditure tracking and development
of sustainability plans.

56. Sustainability and Transition Specialists: Supports negotiation of increased domestic financing to
enable the gradual absorption of Global Fund financed interventions into government-supported
programs and to comply with the requirements of the co-financing policy; supports country engagement
on transition plans and related co-financing; supports strategic initiatives to strengthen co-financing,
sustainability, and transition preparedness, including (as appropriate and relevant) enhanced access
of transition countries to favorable prices for health products, innovative financing schemes, etc.;
supports monitoring and assessing compliance with co-financing requirements in applicable focused
countries, within the context of ongoing country work on sustainability and transition.

57. Sustainability, Transition and Co-Financing Coordination Mechanism (including STC Working
Group and Steering Committee, as applicable): Support integration and mainstreaming of co-
financing considerations within grant management processes; identify needs and facilitate
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development of guidance, tools, training and skill-sets required to effectively operationalize co-
financing policy requirements; coordinate internal and external communication on co-financing issues.

58. External Relations Department: Implement multi-sector advocacy strategy to promote increased
domestic financing for health by reaching key decision-makers through country engagement, global
and regional platforms; facilitate targeted country support for domestic resource mobilization for health;
private sector engagement on domestic financing; support the development and implementation of
innovative financing mechanisms such as Debt2Health, Social Impact Bonds, and Blended Finance,
based on direction provided by the Audit and Finance Committee.

59. Policy Hub: Coordinate development of Global Fund strategies and Board policies on sustainability,
transition and co-financing; incorporation of co-financing considerations in Strategy implementation
Plan and its monitoring.

60. Access to Funding Department: Facilitate and support TRP/GAC review process and GAC reports
to the Board; provide applicant support for submission of funding requests; and facilitate GAC reviews
for con-compliance with co-financing requirements, where applicable. In addition, take an active role
in advising country teams on the requirements of Global Fund co-financing policies, and develop best
practices examples of how co-financing has strengthened sustainability and transition preparedness.

61. Risk Department: As part of the Risk Specialist's oversight role in the grant cycle, the cO-financing
risks will be analyzed in selected High Impact and Core portfolios, especially during grant-making and
disbursements2. As necessary, the Risk Specialist will also input in identifying options for applying
consequences of non-compliance with co-financing requirements.

62. Technical Review Panel: Reviews Secretariat Briefing Notes and Funding Requests to assess
implications of co-financing on program targets and sustainability of programs; and assess material
program impact of reduction of grant funds amount due to non-compliance with co-financing
requirements, as per OPN on Grant Revisions.

63. Grant Approvals Committee: Validates share of co-financing incentive for each disease allocation
and exceptional revision in distribution of co-financing incentive among components; through normal
GAC review process prior to making funding recommendation to the Global Fund Board, approves
assessment of compliance with co-financing requirements, assessment of co-financing risks, grant
requirements for co-financing, approach for monitoring co-financing; approves reduction of allocation
due to non-compliance with co-financing requirements.

64. External Auditor/Local Fund Agent: Where relevant, external audit or LFA services to be used as a
source of assurance for appropriate monitoring and verification of compliance with co-financing
requirement.

65. National Government: (as represented by the ministries of health, finance and/or other relevant
authorities) is expected to engage in negotiations to augment sustainability of Global Fund supported
programs, commit additional government investments to Global Fund supported programs according
to specific timelines that can be tracked and reported, and provide official documentation as evidence
of government commitments and spending during grant implementation.

66. CCM: Responsible for facilitating engagement with country stakeholders and advocates for additional
domestic investments in Global Fund supported programs with key country stakeholders, including
appropriate government authorities as required. Ensures submission of co-financing commitments
with the funding requests, and facilitates monitoring and reporting of materialized commitments during
grant implementation.

67. Progress on co-financing will be monitored and reported to the Board and within the Secretariat by the
Strategy, Investment and Impact Division, as part of the oversight of the overall Global Fund portfolio:

a. Corporate KPI on Domestic financing (KPI 11). Annual reporting on progress with realization

142 Refer to OPN on Risk Management Across the Grant Lifecycle
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of co-financing commitments. Reporting to provide supplementary information on co-financing
commitments to Global Fund supported programs and RSSH

b. GAC Report to the Board. GAC recommendations to the Board for grant approval to include the
amount of additional domestic commitments made by countries reviewed in each wave.

c. Strategy Implementation Plan: Implementation KPIs and milestones under Strategic Objectives

1and 4

Considerations

Funding Cycle

Determination of Co-Financing Incentive for
each Disease Allocation

Process for finalization of Allocation Letter

Communication of Co-financing
Requirements

Allocation Letter

Country Engagement on Co-Financing

Country Dialogue and Grant-Making

Submission of evidence of realization of
previous co-financing commitments

Prior or along with first Full or Tailored Review
Program Continuation- Grant-making
High Risk Countries- Program Split or specified date

Assessment of compliance with co-
financing requirements for past allocation

Prior or along review of first Full or Tailored Review
Program Continuation- Grant-making

Consequence for Non-Compliance of
previous co-financing commitments

Proportionate withholding of disbursements (any time during the
implementation period): Approval through disbursement decision
process (OPN on Annual Funding Decisions and Disbursements)
Proportionate reduction of grant funds (in last year of
implementation): Approval as per Grant Revisions process (OPN
on Grant Revisions)

Reduction of subsequent allocation (during Grant-making of
grants arising from next allocation): Approval through a GAC
review scheduled sufficiently in advance of final GAC review of
the disbursement-ready grants

Submission of evidence of co-financing
commitments for next implementation
period

Program Continuation- Grant-making

Prior or along with funding request for Full/Tailored Review
Flexibility for submission of formal commitments during Grant-
making or grant implementation to accommodate reasonable time
for country processes

Implications for insufficient commitments to
access full co-financing incentive

Proportionate reduction of allocation (during Grant-making):
Approval through a GAC review scheduled sufficiently in advance
of final GAC review of the disbursement-ready grants

Consolidation of commitments, revision in
distribution of co-financing incentive among
components, grant requirements and
monitoring approach

Grant-making Final Review and Sign-off Form; GAC
Endorsement

Grant requirements approved by GAC

Incorporated in the Grant Agreement

Monitoring during implementation period

As per monitoring approach endorsed by GAC and grant
requirements in grant agreement
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Internal
Co-l.=||_1anc|ng Recommend Cleara.nc.e (as | Consulted/ Process Approv_lng Inform/ Report
Decisions per existing Support Authority
processes)
D_etermlmng CO'. CT, HFT STC Process for Allocation | DH/RM, GMD Country Stakeholders through
Financing Incentive of | FPM Specialists (in . ;
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FUND Operational Policy Note
Oversee Implementation and Monitor Performance

Approved on 28 April 2022; Updated 31 January 2025
Approved by Executive Grant Management Committee
Process Owner Grant Portfolio Solutions and Support Department

Metrics for Oversee Implementation and Monitor Performance

Principal Recipients'*® (PR), Local Fund Agents'# (LFAs) and Country Teams (CTs) are expected to
meet the following deadlines (if applicable):

e PR submits Pulse Check (PC) within 35 days, Progress Update (PU) within 45 days'® and Progress
Update and Disbursement Request (PUDR)'#6 within 60 days from last reporting period end-date.

e (Ifapplicable) LFA submits findings and recommendation(s) 20 days from the receipt of the PU/DR'4"

o CT issues the Performance Letter and Performance Rating within 110 days from the PUDR reporting
period end-date (or 90 days when the LFA review does not apply).

1. Implementation of a Global Fund grant is led and owned by the recipient country. The Global Fund
oversees implementation and monitors grant and Principal Recipient (PR) performance to drive
maximum impact against the three diseases.

2. At the country level, the PR is responsible and accountable to the Country Coordinating Mechanism
(CCM)'*8 and the Global Fund for quality and timely grant delivery, including efficient and effective PR
operations in line with its obligations under the Grant Agreement. While the PR may contract Sub-
recipients (SRs) and other service providers to undertake defined services, the PR remains
accountable for the performance of SRs and its contractors™#°.

i. ‘Grant delivery’ refers to the quality and timely execution of grant activities so agreed results are
achieved;

ii. ‘PR operations’ refers to the PR’s effective planning of implementation and the execution of
management functions to enable grant delivery. Management functions include monitoring &
evaluation, finance, procurement and supply chain, and risk management.

3. The CCM creates an environment that supports PRs in implementing grant activities and oversees
implementation focusing on key programmatic, financial and management aspects of grants and their
contribution to the national health response. The CCM implementation oversight function corresponds
to CCM Eligibility Requirement 3: Oversee program implementation and implement an oversight plan.
Regular engagement between the CCM and the CT strengthens oversight through sharing of existing
and potential challenges and solutions. The CCM Oversight Guidance Note and its annexes provide
detailed guidance on CCM oversight functions.

4. The Global Fund, oversees implementation via:

i. The CT, with support from the LFA (if applicable) and supervision and oversight by GMD Senior
Management, is primarily responsible for day-to-day implementation oversight;

43 Unless defined in this Operational Policy Note or the context otherwise requires, all capitalized terms used in this Operational Policy Note
shall have the same meaning set out in the Global Fund Grant Regulations.

44 Throughout this document, references to LFAs also include other assurance providers.

45 In this OPN, ‘days’ refers to calendar days, unless otherwise stated.

46 PUDR includes the Final Progress Update (Final PU).

147 PU/DR refers to both PU and PUDR (including the Final PU). See Section B.3 on Monitor Progress.

148 Reference to CCMs includes Regional Coordinating Mechanisms (RCMs) unless otherwise stated.

148 Contracting an SR or a service provider does not release the PR from its obligations under the Grant Agreement.
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ii. The Risk Department and other second line oversight functions, ' together with Global Fund
Senior Management, provide guidance, advice, independent oversight and monitoring over CT
risk management activities; and

iii. The Office of the Inspector General (OIG) and external auditors, provide independent assurance
regarding the management of risks and controls by the CT and Business Risk Owners and
efficient use of Global Fund resources.

5. This Operational Policy Note (OPN) defines the guiding principles and requirements on how the Global
Fund Secretariat (in particular, the CT, second line oversight functions and Senior Management)
oversees implementation and monitors performance. Specific best practice guidance is also captured
in the document.

The OPN applies to country and multicountry portfolios and grants unless otherwise specified in the
dedicated multicountry section.

6. While the principles and general requirements defined in this OPN apply across all portfolios, the
specific grant deliverables do not apply to Focused portfolios, unless explicitly stated. Annex 1 provides
a summary of the requirements and best practices and how they apply to each portfolio category.

7. The Global Fund oversees implementation focusing on grant delivery and PR operations. This requires
regular engagement with the PR, CCM and in-country stakeholders to monitor implementation
progress, to jointly define solutions to address implementation bottlenecks and to achieve agreed
targets. In overseeing implementation, the Global Fund also identifies common issues, lessons and
best practices across portfolios to define organization-wide solutions and learning. The Global Fund
oversees implementation using a combination of the most appropriate information sources'®".

8. The Global Fund supports national disease programs and health systems. Grant Funds are additional
resources to domestic and other donors’ resources to achieve national disease priorities and targets
and to strengthen health systems. Implementation oversight covers both implementation of grants as
well as the overall implementation of the national disease programs where relevant. This requires
engagement beyond the PR, implementers and CCM to include national disease coordination bodies,
donors and technical partners supporting the programs.

9. Oversight activities must be planned in advance and adjusted throughout the process to ensure
continued alignment with changes in grant and portfolio priorities and contexts.

10. A critical part of overseeing implementation is identifying and prioritizing grant and portfolio-level risks,
defining together with the PR and CCM actions to mitigate these risks, and planning and monitoring
assurance activities to ensure defined mitigating actions are implemented?52.

11. The approach for overseeing implementation must be tailored considering the portfolio category, grant
and portfolio risk profile and defined priorities, among others. The areas of focus are communicated to
the PR with the understanding that these may change to adapt to evolving risks and contexts.

150 Refer to section C below.
151 Refer to Annex 2.
52 see OPN on Risk Management .
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Review and Evaluation

B.1. PLAN
B.1.1. Define Implementation Oversight Priorities

12. CTs prioritize implementation oversight and assurance activities on an ongoing basis. As a best
practice for High Impact and Core portfolios, these activities are captured into existing CT work plans.
The strategic deliverables from these work plans flow into CT annual performance objectives.

13. Implementation Oversight Priorities. The CT prioritizes the portfolio and grant-level activities based
on organizational and national priorities, key grant and portfolio risks, changes in country context,
among others.

14. Assurance Activities. The CT leverages LFA services, external auditors, other assurance providers
and fiscal/fiduciary agents, as needed, for insights and to provide the necessary assurance on whether
identified risks are properly mitigated. Assurance planning is initiated during grant-making and
continued during implementation. The OPN on Country Risk Management provides guidance on
assurance planning'®3. Assurance plans inform the annual LFA work plan and budgeting exercise. The
CT defines the scope, timing of assurance activities and associated resources, and ensures the
required services are implemented.

15. Engagement with Countries. As a best practice, CTs regularly engage, through virtual and in-person
communication platforms, with PR, CCM, LFA, partners and other key stakeholders to gain insights,
discuss progress and address implementation issues. CTs plan these regular engagements with
country stakeholders.

B.2. TAKE ACTION

B.2.1. Oversee Grant Delivery

16. The CT undertakes planned oversight activities through formal or informal channels and ensures
planned assurance activities are implemented. This allows the CT to have an overview of
implementation progress and existing and potential bottlenecks and risks to proactively discuss with
the PR and CCM on solutions.

17. Examples of CT actions include but are not limited to:

i. Make disbursements. Process disbursements in line with the disbursement schedule
established as part of the Annual Funding Decision and the terms of the Grant Agreement to
ensure funds are disbursed to the PR and/or third parties in a timely manner for the continuation
of grant activities'®*.

ii. Create synergies and avoid duplication. Engage with partners supporting national disease
programs to ensure synergies and collaboration and avoid duplication of support'®.

153 Additional guidance on planning assurance activities is also available here.

% For more information, refer to the OPN and Operational Procedures on Annual Funding Decisions and Disbursements.

%5 In acute and protracted emergencies, the CT also reaches out to relevant humanitarian partners and coordination mechanisms to ensure
complementarity and integration of humanitarian and development efforts.
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ii. Facilitate technical and implementation support. Facilitate technical assistance (TA) and
capacity building support to ensure effective delivery of the grant and overall national strategies
and programs.

iv. Revise grants. Discuss and work with the PR to drive implementation and adapt to changes in
context, including through timely revisions 6.

v. Request additional funds through portfolio optimization. If the grant is positioned to
accelerate implementation, request additional funding through the portfolio optimization
process'®” to maximize impact by financing items on the register of Unfunded Quality Demand'®®.

vi. Monitor Co-Financing: Monitor implementation of co-financing commitments, engaging with the
PR, CCM, and relevant national stakeholders as required.

18. The CT also monitors the progress of grant requirements, implementation and mitigating actions'%°
When these are not fulfilled within the agreed timelines, the CT determines required follow-up. To
address critical risks that may arise during implementation the CT (with FPM'8 approval) can also
define new grant requirements®’, implementation and mitigating actions for the PR to undertake. CTs
in High Impact and Core portfolios update IRM focusing on Key Mitigating Actions (KMAs) as
information becomes available to CTs throughout the grant lifecycle.?

19. In addition, the CT also monitors progress and follow-up of Technical Review Panel (TRP) issues that
are due during grant implementation. When these are not fulfilled within the agreed timelines, the CT,
with support from Access to Funding, will raise TRP issues to the Grant Approvals Committee (GAC)
for steer.

B.2.2. Oversee PR Operations

20. PR Operations refers to the PR’s execution of key management functions to enable grant delivery and
is linked to the four elements that underpin implementation readiness as part of grant-making as shown
in the figure below.

Implementation Readiness PR Operations
Plan Implementation » Plan and Adjust Implementation
Contract Human Resources Manage Human Resources
Contract Sub-Recipients > Manage Sub-recipients
Contract Suppliers , © Manage Procurement & Supply Chain

Manage Finances

Monitor & Evaluate

21. The CT, with LFA support as necessary, monitors the efficiency and effectiveness of PRs in executing
these management functions. Prior to the start of a specified 12-month period (execution period), the
PR in High Impact and Core portfolios develops the annual Implementation Work Plan and discusses

% For more information, please refer to the OPN on Grant Revisions and the Grant Budgeting Guidelines.

57 See Prioritization Framework for funds that become available for Portfolio Optimization and Financing Unfunded Quality Demand and
Operational Procedures on Portfolio Optimization - forthcoming).

%8 For more information, please visit the Global Fund page on Unfunded Quality Demand.

%% |n this document, mitigating actions is a general term used to refer to risk mitigating actions (KMAs), other prioritized mitigating actions. See
Guidance on Mitigating Actions.

180 For High Impact portfolios with Disease Fund Managers (DFM), the Senior FPM approves based on the recommendations of the DFM.

161 Additional Grant requirements are set by amendment to the Grant Confirmation through an Implementation Letter (see OPN on Grant
Revisions).

62 See OPN on Country Risk Management
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this with the CCM and CT. The Implementation Work Plan is updated as needed to reflect
implementation realities.

22. The CT ensures planned assurance activities'®® are undertaken to confirm adequacy of PR capacities
and systems and the implementation arrangements. Based on the outcomes of these assessments,
capacity strengthening measures or changes to implementation arrangements can be discussed and
agreed with the PR and/or CCM.

23. Measures are differentiated depending on the type of PR (i.e., local or international organizations) with
examples described in the following paragraphs. In exceptional cases, when international
organizations are approved as PRs, they are expected to have the capacities and systems to manage
the grant and deliver results.

24. Strengthen PR and implementers capacities. The CT facilitates technical and implementation
support to strengthen national PR, SR and implementer capacities and systems. For PRs who are
part of international organization, the CT, in collaboration with teams across the Secretariat, notifies
the PR’s headquarters of the PR’s performance issues and any capacity gaps, and agree on expected
performance improvements with clear milestones and outcomes, as well as a follow-up plan to assess
improvements.

25. Adjust Implementation Arrangements. The CT discusses with the PR and/or CCM to introduce
required changes to implementation arrangements. Examples include:

e Outsourcing part of the PR’s responsibilities'©4. When critical management weaknesses are
identified related to local PRs and/or SRs, an assurance service provider (e.g., fiduciary agent,
fiscal agent, procurement agent) can be contracted as a temporary measure. The assurance
service provider is financed from Grant Funds. For health products for which the Global Fund
determines that the PR’s procurement and supply management capacity is insufficient, the Global
Fund can require a PR to use the Pooled Procurement Mechanismi®s or other established
procurement and supply management agents or services acceptable to the Global Fund.%¢

o Change PR/SR. As a last resort, a PR and/or one or more SRs may be replaced or added during
implementation when the PR or a given SR is not able to perform its role and carry out its
responsibilities under the grant, in accordance with the terms of the Grant Agreement. The process
to replace or add a PR is planned well in advance, when possible, to facilitate the transfer of
responsibilities and avoid interruption of service delivery. A change in PR requires a grant closure¢7
for the outgoing PR, and negotiation and signature¢8 of a new grant for the incoming PR. Changes
to the implementation arrangements are captured in the Implementation Arrangements Map99.

o Additional Safeguard Policy. When implementers consistently demonstrate a lack of capacity or
failure to effectively safeguard Global Fund investments, the CT may recommend invoking the
Additional Safeguard Policy (ASP)7°. The ASP allows the Global Fund to lead the selection of
implementers for the grant and/or replace an existing PR when significant risks arise during
implementation. The details of the responsibilities and procedures for invoking/revoking the ASP
are defined in the OPN on ASP.

26. Manage Recoveries. In overseeing implementation, the CT also follows-up with the PR on potential
or confirmed recoverable amounts following guidance defined in the Guidelines for Grant Budgeting
and the OPN on Recovery of Grant Funds.

163 A description of assurance activities is given in the Assurance Activity Guidance.

164 For detailed guidance, refer to the Global Fund Guidelines on Financial Risk Management.

165 Refer to the OPN and Operational Procedures on the Pooled Procurement Mechanism.

166 Refer to the Guide to Global Fund Policies on Procurement and Supply Management of Health Products.

67 When there is a decision to replace a PR, the Grant Agreement with the outgoing PR must be closed out following the OPN on Implementation
Period Reconciliation and Grant Closure and a new agreement is signed with the new PR.

168 per guidance defined in the OPN and Operational Procedures on Make, Approve and Sign Quality Grants.

8% See Annex of the OPN on Make, Approve and Sign Quality Grants for the Implementation Arrangements Map requirements levels by
portfolio category.

70 See OPN on Additional Safeguards Policy.
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B.3. MONITOR
B.3.1. Collect Information and Review Progress
27. The CT uses informal and formal sources'”! to gain insights on progress of

grant delivery and PR

operations. The LFA provides critical support to the CT in gathering country-level information and
providing analysis and recommendations. The reporting period is ideally aligned with the national

reporting cycle.

28.
operations to the Global Fund Secretariat and CCM to enable assessment

PR Reporting Requirements. The PR reports information collected on grant delivery and PR

of progress and drive

decision-making. The PR reporting requirements apply per grant and per implementation period (i.e.,
PR reports for multiple grants or multiple implementation periods cannot be combined). The quality

and timeliness of PR reporting is a critical part of evaluating PR performance.

29. Table 1 and Figure 1 present the standard reporting requirements. The Global

Fund may change the

content and scope of PR reporting requirements and related assurance to meet organizational needs,
in accordance with the Grant Agreement. Portfolios categorized as Challenging Operating

Environments'”? can request for flexibilities in PU/DR'73 submission timelines.

Figure 1. Reporting requirements frequency and deadline for submission

Q1 Q3
Deadline for PRs to compete submission | ]
to the Global Fund" after the reparting / Within 35 Within 45 Within 35
audit period days days days
Portfolio category l High lmpMom l
@@ CoversQl «—
oeoee Covers first semester R
® CoversQ3 <
() Covers Q1-Q3 -
@0 Covers full P year .
O @ Covers second semester <
Covers full IP year
sQC“Oﬂ * Unless otherwise communicated by the Giobal Fund
@ Progummate= @ Finance ;.;,Sssnﬂ'lﬁ’;;': iﬁ?&u’;gg:?;ﬁ:mﬁ&mﬁéuw using the PLIDR)
@ Grant managamsnt O Haalth Product Procurement and Supply Chain  *** Soma programmabc mdcators are reported on a cumulative basis
Managemeni

Q4
PUDR -
Audit
and Final report
PU
Within 60 Within &
days months
Al

Al

1 annually on programenalic prograss

7 See Annex 2 for a non-exhaustive list of sources and examples of information that can be used for oversight.

72 For more information, please refer to the OPN on Challenging Operating Environments and the Global Fund Guidelines on Financial Risk

Management.
73 PU/DR refers to both PU, and PUDR (including the Final PU)
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Table 1. Reporting frequency and deadlines for submission.

Portfolio
category

Deadline for PRs to complete submission to
the Global Fund'’ after the reporting / audit
period

Type of Reporting / audit
report Period Covered

High Impact

Pulse Checks | First and third quarters Within 35 days

(PC) of each IP year.

PU First semester of each Within 45 days
IP year

PUDR

(including Each IP year Within 60 days

Final PU)

Audit Report Each IP year Within 6 months

i. Pulse Check: The Pulse Check collects information twice a year, which enable swift and fact-
based decision-making and action as needed, increasing the agility of implementation.”®

ii. Progress Update/Disbursement Request (PU/DR): The PU/DR collectively refers to the PU
and PUDR (including the Final PU). These are comprehensive reports on implementation
progress, including programmatic, financial, health product procurement and supply chain
management, risk, governance as well as management issues'’”. The PUDR also includes a
forecast of cash needs for the next IP year and buffer period.

The Final PU is the annual progress report for the final IP year'’8. The scope is the same as the
annual PUDR, but excludes the cash forecast for the next IP year.

iii. Audit Report: Audits provide the Global Fund with assurance that (i) disbursed funds were used
for the intended purposes in accordance with the relevant Grant Agreement, including the
approved budget and the Performance Framework, and (ii) the Special Purpose Grant Financial
Statement fairly represent the financial transactions and balances of the grant'”®.

30. There may be cases where the Global Fund Secretariat gains insights into concerns or allegations of
actual or attempted misconduct. In such cases, the CT members are guided by the Code of Conduct
for Global Fund Employees and must proactively report these issues to the OIG or to the Ethics Office
to ensure they are appropriately addressed early on.

B.4. ASSESS

B.4.1. Performance Rating: Assess Grant and PR Performance

31. Information formally reported through the annual PUDR allows the Global Fund Secretariat to
undertake a comprehensive assessment of performance resulting in a Performance Rating'®, which
comprises Grant Performance and an assessment of PR Performance.

i. Grant Performance measures progress against the expected results (programmatic rating) and
budget utilization and in-country absorption (financial rating), as shown in the figure below. '

ii. Frequency. Grants are rated annually. Focused Aligned and Targeted model grants are rated as
defined in the Grant Agreement.

174 Unless otherwise communicated by the Global Fund.

75 PRs of Focused Aligned and Targeted models report annually on programmatic progress through national, partner, or global reports (not
necessarily using the PU/DR).

76 See PR Reporting Handbook and GOS User Manual for Implementation Oversight for more information.

77 See PR Reporting Handbook and GOS User Manual for Implementation Oversight for more information.

78 Including any extension period, if applicable.

178 Refer to the Guidelines for Annual Audit of Global Fund Grants for more information.

180 Refer to Annex of the Operational Procedures for the Performance Rating Methodology.

81 The performance rating approach for Payment for Results grants and other grants with non-standard reporting requirements is forthcoming.
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Programmatic Rating ‘ Financial Rating
To what extent is the Program To what extent is the
delivering the expected results? budget utilized as agreed?
W s ¢ o = |2 s Ee
Programmatic Rating Level Ranges Financial Rating Level Ranges
- 2 100% - = 85%
B 90% - 9% 2 BS% - 94%
c 60%-89% 3 T5% - 84%
D 30%-59% 4 B5% - 74%
., o . e

ii. PR Performance (forthcoming'®?) reviews how well the PR has managed the grant over the
course of the previous reporting period. The Global Fund looks specifically at: (i) implementer
capacity, in areas such as monitoring and evaluation, financial management, procurement and
supply chain management and governance and implementation management; and (ii) the quality,
timeliness and compliance with Global Fund requirements as they pertain to PR operations.

iv. The PR rating is determined on an annual basis for High Impact and Core portfolios.
B.4.2. Communicate Assessment and Required Actions

32. Based on its analysis of results and performance, the CT defines specific and actionable
recommendations to improve the programmatic and financial results and PR operations. A
Performance Letter is issued to the PR within defined timelines'8. This letter includes:

a. CT findings,

b. Performance Rating (which comprises the programmatic and financial ratings and a qualitative
assessment of PR performance'® where applicable),

33. prioritized risks and required implementation and mitigating actions as well as relevant timelines to
address identified implementation challenges. The CT monitors the progress of these actions (see
Section B.2. Take Action).

34. A Performance Letter is required for all portfolio categories following the PUDR. The CT can decide to
issue additional Performance Letters at any point in time throughout implementation.

B.4.3. Support In-Country Program Review and Evaluation

35. In-country program reviews and evaluations constitute periodic reviews of program design,
implementation and achievements against national strategic objectives and targets. They play an
important role in learning from past implementation, facilitating timely course correction and ensuring
investments are based on evidence-informed program design to maximize impact, efficiency and
equity8s,

36. These in-country program review and evaluations cover the national disease programs including the
Global Fund contribution through its grants. Where relevant, the CT is expected to engage in these in-
country reviews and engage with the PRs and CCM so that results of such reviews are used to ensure
that the Global Fund continues to fund the most important interventions to achieve national strategic
objectives and targets and introduce improvements to the way the grantis implemented. As applicable,
required actions from the PR resulting from these in-country program review and evaluations are
communicated to the PR through the Performance Letter.

37. These in-country program review and evaluations are tracked through the country M&E Profile updated
by the CT for High Impact and Core portfolios. Annex 3 provides further details.

Table 2. In-country Program Reviews and Evaluations

82 The PR rating approach is not yet implemented by the Global Fund. PRs and CTs will be notified in advance when this will take effect.

183 Within 110 days from the PUDR reporting period end-date.

184 Until the PR rating is rolled-out and implemented.

185 Within the Secretariat, the process of In-Country Program Reviews & Evaluations is coordinated by MECA under the strategic guidance of the
Secretariat M&E Working Group.
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Program e Systematic review of program design, inputs, implementation and results against

Reviews national strategic objectives and targets, as well as regional/global benchmarks.

e Required for High Impact and Core portfolios86, and a best practice for Focused
portfolios, particularly those with Tailored for National Strategic Plan (NSP) funding
applications. Reviews conducted every three years.

e Managed by the Ministry of Health or its national disease programs and carried out
by a joint national and international team of experts at mid-point and end of the NSP.

e Budgeted and supported through Grant Funds, if needed.

Periodic . National or sub-national review of program implementation and results.
Perf_ormance e Required for High Impact and Core portfolios, conducted at regular intervals
Reviews between program reviews, at a minimum:

- annually at national level'®’; and
- semi-annually at sub-national level',

e Led by respective disease programs at national and intermediate sub-national levels.
The CT engages with national stakeholders to strengthen the approach, especially
in cases where no plans and/or guidance exist for such reviews; technical support
may be facilitated through the MECA M&E TA Pool.

e Budgeted and supported through Grant Funds, if needed.

Enhanced ¢ In-depth assessment of the entire grant portfolio or specific areas of a national
Portfolio Review disease program, against a predefined program design and defined, verifiable
results.

e Best practice for Focused portfolios, once per 3-year grant cycle, particularly when a
program review has occurred and the quality is deemed inadequate'® or when no
program review has occurred. It can also be triggered by a specific programmatic
need.

e Commissioned by the Global Fund Secretariat.
e Budgeted and supported through Grant Funds.

Program ¢ Rigorous assessment of the entire program or specific areas of a national disease

Evaluation program, against a predefined program design (or theory of change) and defined,
verifiable results.

e Best practice for High Impact and Core portfolios when the quality of a program
review is deemed inadequate'®® or when no review has occurred. It can also be
triggered by a specific programmatic need.

e Usually commissioned by the Ministry of Health and/or other in-country partners and
may be supported or independently commissioned by the Global Fund Secretariat.

38. The Global Fund Secretariat has dedicated mechanisms to provide strategic guidance and support to
CTs in overseeing implementation and monitoring grant and PR performance. Through these
mechanisms the Global Fund Secretariat maintains a global view on performance and risks for all
portfolios and can identify common issues and challenges which require organizational-level solutions
and facilitate organizational learning.

39. Second Line Oversight Functions. Second line oversight is led and coordinated by the Risk
Department which works in close collaboration with other second line functions to provide guidance,
advice, independent oversight and monitoring over CT risk management activities. Second line

18 Not required when a program evaluation was conducted within the last three years and can serve the purpose of assessing the design and
implementation of the NSP.

87 Not required when a program review was conducted in the same fiscal year.

88 Sub-national reviews occur at the provincial/regional and district levels. The frequency of periodic reviews at sub-national levels are planned
and budgeted for during grant-making and set as targets in the Performance Framework.

189 Refer to the high-level criteria on program review quality.

190 Refer to the high-level criteria on program review quality.

91 Global portfolio refers to all country and multicountry portfolios supported by the Global Fund.
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oversight functions are also responsible for providing policy and technical guidance to CTs in their
functional areas regarding risk identification and prioritization, and best practices for mitigating actions
and assurance activities based on country context. The list of second line oversight functions is
captured in the OPN on Country Risk Management.

C.1. Global Fund Senior Management

40. Grant Management Division (GMD) Management includes the Regional Managers, Regional
Department Heads, and the Division Head, who supervise CTs on the management of
country/multicountry portfolios. They are the first point of escalation for CTs on grant and portfolio
implementation issues requiring management guidance and decision. GMD Management also
oversees portfolio performance through regular monitoring and assessment of regional and global
portfolio performance against key organizational metrics and providing strategic guidance to CTs on
required actions. GMD Management also participate in the PPC.

41. The PPC, a Global Fund Senior Management body oversees implementation of the global portfolio
and hosts the Country Portfolio Review, PPC Executive Session, PPC Thematic Executive Session,
and Enterprise Performance Review, see OPN on Country Risk Management. The PPC provides
strategic steer and identifies areas where additional support, flexibilities and adaptations may be
needed to maximise impact'®2.

42. Further information on the PPC can be found in the PPC ToRs and the OPN on Country Risk
Management.
43. The Grant Approvals Committee'®® (GAC) includes executive management members who provide

oversight and governance mechanisms on investment proposals and recommends grants for Board
approval. The GAC also oversees portfolio-wide implementation of TRP issues.

44. Multicountry grants generally follow the same requirements set out in this OPN, with the following
specific considerations:

i.  For multicountry grants, reference to CCM includes engagement of the Regional Organization (as
applicable), Regional Coordinating Mechanism (RCM) and CCM representatives of all countries
included within the grant (as applicable).

ii. The legal and political considerations and logistics of cross-border implementation are considered
when tailoring LFA-services.

Approach Required (R)/
& Grant Deliverables Best Practice (BP)
HI & Focused

Core | « ||- ‘j |3

Implementation Oversight by the Country Team

> Define Implementation Oversight Priorities
< e Oversight and assurance activities identified R R194
o e Regular engagements with country planned BP BP
e Oversight and country engagements captured in existing CT work plans| BP -
Oversee Grant Delivery
u é e Oversight and assurance activities implemented and adjusted (as R R
|<£ t applicable)
<e Required CT actions to address implementation challenges identified and R - R
delivered (as applicable)

192 See PPC ToRs available here.
193 GAC ToRs are available here.
% L FA work planning and budgeting only
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Approach Required (R)/
& Grant Deliverables Best Practice (BP)
HI & Focused
Core | « | - ‘ = | 9
o Status of Grant Requirements and Key Mitigating Actions tracked as part of R -
Integrated Risk Management module
e TRP issues due during grant implementation and delegated to the R R
Secretariat addressed and tracked
Oversee PR Operations
e PR Annual Implementation Work Plan BP -
e CT Inputs to PR implementation work plan BP -
e Oversight and assurance activities implemented and adjusted (as R R
applicable)
¢ Required capacity strengthening measures identified and agreed with PR R - R
and/or CCM (as applicable)
e Recoveries managed (as applicable) R R

o | Collect Information and Review Progress

,9 e Pulse Check submitted and reviewed R -

Z | PU submitted and reviewed R -

Q [+ PUDR submitted and reviewed R R% | R
o Audit Report submitted and reviewed R R
Performance Rating: Assess Grant and PR Performance
e Grant Performance rated (programmatic and financial ratings)'®® R R
e PR Performance qualitative assessment done R -

o |® Assessment and required actions communicated through Performance R R

$ Letter

8 Support In-country Program Review and Evaluation (as applicable)

< |e  Support in-country program review R BP
e  Support periodic performance reviews R -

e Commissioned enhanced portfolio review (as applicable) - BP
e  Support program evaluation BP -
Global Portfolio Oversight by Second line oversight functions and Senior Management
e Second line oversight functions: Policy and technical guidance to CTs in Refer to OPN on Country
respective functional areas Risk Management
e GMD Management: Supervision and strategic guidance to CTs and R R
regular monitoring of regional and global portfolio
e PPC: Undertake CPR, PPC Executive Session, PPC thematic session, As per selection criteria
and/or EPR
e  GAC: Oversight of portfolio-wide implementation of TRP issues. R | R
R Required

BP Best Practice
- Not Required

Below is a non-exhaustive list of sources and examples of information that can be used to provide effective
oversight of grant delivery and PR operations.

Source of information Examples of information'®”
PU/DRs and Pulse Checks'® ¢ Programmatic and financial progress, as well as operational
elements of the grant.

% PRs to report annually on programmatic progress through national, partner, or global reports. CT directly captures results in GOS (equally for
financial reporting) and submits assessment and rating at minimum once per grant cycle (for Aligned models) and according to the frequency
defined in the grant agreement (for Targeted models).

% The performance rating approach for Payment for Results grants and other grants with non-standard reporting requirements is forthcoming.
97 Information will vary by grant and country.

198 As the principal sources of information, the PU/DR and Pulse Checks are always shared with the CCM.
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e Important source for tracking Key Mitigating Actions for major
risks, including co-financing commitments, and identify any
new issues.

e Tax reporting.

¢ PR compliance of the use of Grant Funds and the adequacy

Audit Report of internal controls'99.

IRM module ¢ Important source for tracking mitigating actions for identified
risks, key mitigating actions and assurance activities.

Follow up on the implementation of TRP
issues

National annual expenditure on health and the
three diseases

¢ Subject to the specific TRP issue.

e Important source for tracking co-financing commitments.

Available dashboards and/or oversight tools e Period-specific financial, programmatic and procurement
and reports information.

Performance Letters and other assessment ¢ Highlights grant and PR performance with specific areas for
communication from the Global Fund action.

National disease program epidemiologic e The evolution of the epidemic in the country, which can help
reports/databases identify vulnerable populations at increased risk.

e Additional information on specific issues that may have
Site visits emerged from Global Fund assessments, and/or verify
information reported by the PR.

Feedback from people living with diseases or | o Insight into the effectiveness of grant activities among the

community-based monitoring initiatives communities affected and identify bottlenecks to service
present in-country delivery.

e Periodic Program and/or data quality.
Spot Checks o Health Facility Assessments

e Supply Chain spot checks
Health Management Information System e System whereby health program data are recorded,
(HMIS), (e.g., DHIS22%) analyzed, and used for program planning and patient care.

e Essential information on quantification processes and for
planning distribution along the supply chain, avoiding
overstocks and stock-outs.

Logistic Management Information system
(LMIS)

1. In-country program reviews and evaluations are part of the Global Fund Monitoring and Evaluation
Framework?°' and are made up of program reviews, periodic performance/routine data reviews,
enhanced portfolio reviews and country-led program evaluations.

2. Inthe current global context where resources are very limited as compared with the overall need, well-
designed in-country program reviews and evaluations guide programs to the most optimal path to
achieve sustainable impact, system resilience, equity and efficiency.

This annex provides guidance to CTs and other supporting structures?°? within the Secretariat for
planning, coordination, implementation and quality assurance of in-country program reviews and
evaluations, as well as the use of their findings. It also ensures the consistency and quality of the
process and products of in-country program reviews and evaluations. The planning and
implementation status of the reviews and evaluations is tracked through country M&E Profiles for High
Impact and Core portfolios and using work plan tracking measures in the performance frameworks.

19 Refer to the Guidelines for Annual Audit of Global Fund Grants for more information.

200 An open source, web-based platform most commonly used as a health management information system (HMIS).

201 Refer to the Global Fund Strategic Framework for Data Use for Action and Improvement at Country Level.

202 Within the Secretariat, the process of In-Country Program Reviews & Evaluations is coordinated by MECA under the strategic guidance of the
Secretariat M&E Working Group.

(¢} THE GLOBAL FUND Page 69 of 216


https://www.theglobalfund.org/media/6041/core_annualauditsoffinancialstatements_guideline_en.pdf
https://www.theglobalfund.org/en/updates/other-updates/2019-03-12-strategic-framework-for-data-use-for-action-and-improvement-at-country-level/

/ﬂ\ Grant Life Cycle Funding Request & Grant-making Grant Implementation Throughout the Cycle

Principles

3. The Secretariat takes the following principles into account in all stages of in-country program reviews
and evaluations process:

e Alignment: In-country program reviews are aligned with country systems, processes, and program
cycle.

e Ownership and Inclusiveness: In-country program reviews are owned and managed by the
country, usually by the Ministry of Health and/or its national disease programs, technically
supported by WHO, with participation of relevant global and national stakeholders.

e Quality: In-country program reviews and evaluations are of quality necessary to inform program
design and implementation.

e Tailored: The design and implementation of program reviews are tailored to the epidemiological
and financial contexts, portfolio category and level of investment in country?°3, Generic Terms of
References (ToRs) can be adapted to each country?%4,

o Learning: The use of the findings is the primary purpose of in-country program reviews and
evaluations?%®, Final reports are made available within three months after completion of program
review field work to ensure findings can be used in a timely manner. Findings are used for learning
and to inform program design implementation and revisions, and not to penalize grants or
programs.

e Accountability: All national disease programs are subject to demonstrating their results against
the targets defined in NSPs or in grant agreements with donors. In-country program reviews and
evaluations are among the primary means to ensure the national disease programs’ accountability
to the governments, donors, civil societies, and program beneficiaries.

e Transparency: All final reports from in-country program reviews and evaluations are accessible to
all stakeholders. This permits the tracking of progress over time and ensures mutual accountability.

Objectives

4. This Annex provides guidance to help CTs, PRs and lead implementers to:

¢ Institutionalize in-country program reviews, evaluations and enhanced portfolio reviews including
the frequency and timing of program reviews and criteria for program evaluations/ enhanced
portfolio reviews by ; a) ensuring that program reviews are planned, budgeted and conducted at
least once in a 3-year grant implementation cycle, which are required in High Impact and Core
countries, and best practice for Focused countries, particularly those countries submitting Tailored
for NSP funding applications; b) ensuring program reviews are supported in Focused countries as
deemed appropriate through a prioritization process against a set of defined criteria; c) defining
criteria for when evaluations or enhanced portfolio reviews shall be conducted in addition to and/or
in lieu of program reviews.

e Operationalize in-country program reviews, evaluations, and enhanced portfolio reviews through,
a) defining the roles and responsibilities of different teams at the Global Fund Secretariat, as well
as in-country and global partners in the planning, design, and implementation of in-country program
reviews, evaluations, and enhanced portfolio reviews, and in subsequent use of the results; b)
outlining processes to ensure program reviews are planned well in advance, including scope,
timeline, budget and technical assistance (TA) needed—ideally considering the timelines for
funding request and grant-making.

e Ensure the quality of in-country program reviews, evaluations, and enhanced portfolio reviews,
by institutionalizing quality assurance at planning, implementation, and report preparation stages,
as well as a quality assessment of the process and reports. This also includes provision of updated

203 For example, reviews in COE and Focused portfolios may have a more targeted scope than reviews in High Impact and Core portfolios.

204 Generic terms of references for reviews and evaluations

205 | earning refers to a process of translating findings and recommendations from a program review or evaluation into programmatic actions as
well as informing program design and implementation.
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guidance, tools, and generic ToRs jointly developed with WHO and partners, as well as facilitation
of technical support tailored to country-specific needs.

¢ Ensure the dissemination and learning of findings from in-country program reviews, evaluations,
and enhanced portfolio reviews - that the findings and recommendations are appropriately referred
to and used at various stages of program management cycle, i.e., during NSP revision, while
preparing funding requests, during the Grant-making or reprogramming processes, and when
deciding on the annual disbursements. This also includes biannual synthesis reports of key
findings, recurring themes, and recommendations, to be shared with the Senior management and
various teams within the Secretariat, relevant board committees and partners.

Program Reviews

5. A program review is a systematic review of program design, inputs, implementation and results against
national strategic objectives and targets as well as regional and global benchmarks. National program
reviews are conducted every two to three years following the national strategic planning cycle. It is
owned and managed by the Ministry of Health or its national disease programs and usually carried out
by a joint national and international team of experts. Program reviews are required in High Impact and
Core portfolios, and a best practice for Focused portfolios, especially those with Tailored for NSP
funding applications. CTs negotiate a budget and an appropriate timeline for program reviews with
national programs that serve both the national need and grant-specific aspects. The main objectives
of program reviews are to:

i. examine progress and impact of national disease programs, including all contributions
(government, civil society, private sector) towards the objectives and targets of the National
Strategic Plan (NSP) and regional/global coverage, outcomes, and impact targets;

ii. examine progress in strengthening key programmatic/thematic health system areas, including
cross-cutting aspects such as human rights, equity, human resources, laboratory, supply chain
management, information systems, domestic financing and domestic resource mobilization,
etc.;

ii.  review the structure, organization, financing, and management of the program, partnerships and
funding landscape, including engagement of civil society and private sector, where relevant; and

iv.  inform a revision of NSP, the Global Fund Funding Request and/or grant implementation2°6.

6. During funding applications, CTs/PHME Specialists ensure that program reviews are planned and
budgeted for in the respective disease program funding request, specifying all funding sources that
may contribute to the review. During implementation, PHME Specialists engage with national disease
programs to ensure that: a) the planned timelines are respected and TORs are shared for secretariat
review and input; b) funding and technical support for the review has been fully mobilized; c) the
program reviews are accompanied by an appropriate epidemiological and impact analysis; d)
additional technical support is accessed through the MECA M&E TA pool (if required); e) draft program
views reports are reviewed by the CTs/PHME Specialists and relevant technical teams, as appropriate,
before final versions are validated by the countries; and f) final reports are shared with MECA for
synthesis, quality review and feedback. MECA tracks required program review planning and supports
CTs through facilitation of technical support and access to generic TORs, which countries can adapt
to their respective local contexts.

Periodic Performance Reviews

7. Periodic performance reviews, also called “routine data reviews” in some settings, refer to national or
sub-national review of program implementation and results, conducted at regular intervals (quarterly,
semi-annually, annually). They are informed by the analysis of routine programmatic data and serve
as a platform for programmatic and operational discussions and decisions, based on progress against
annual and semi-annual targets. Such platforms are led by respective disease programs and used to
assess achievements in program implementation, gaps, challenges, and opportunities for course
correction, as needed. Sub-national health authorities (provincial/regional and district levels) usually

206 Emergency program review maybe triggered by country crises or emergency, to inform grant revision to this effect.
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organize monthly, quarterly, or semi-annual performance reviews, whereas those at national level
typically hold semi-annual or annual reviews.

8. Periodic performance reviews are required in High Impact and Core countries. During funding
applications and grant-making, the PHME Specialist ensures that CCMs have included plans and
budget for periodic performance reviews. The PHME Specialist explores with the MOH and disease
programs if sound guidance and tools for such reviews exist. Standard WHO health facility data
analysis packages for national and subnational levels are available?®”. When no quality guidance exists
or it has been applied insufficiently, the PHME Specialist engages with national stakeholders to
strengthen the approach using grant funds, as required. Technical support to strengthen this
component can be accessed through the MECA M&E TA pool. MECA will track routine review planning
where required and discuss M&E investments to ensure data analysis and use are integrated in routine
review methodology at all levels.

Enhanced Portfolio Reviews

9. An enhanced portfolio review refers to an in-depth assessment of the entire grant portfolio or specific
program areas of a national disease program, against a predefined program design and defined,
verifiable results, commissioned by the Global Fund Secretariat and implemented by an external
provider or jointly with partners. Enhanced portfolio reviews are particularly suited for Focused
portfolios, and are planned, budgeted for, and implemented once per 3-year grant cycle as a best
practice. The results can serve as an important assurance mechanism regarding whether Global Fund
investments in the portfolio represented a good value for money. The evidence generated through
enhanced portfolio reviews guide decisions on what is to continue and what is to change.

10. The need for an enhanced portfolio review is determined by the CT, in consultation with MECA and
other technical teams. If the need is jointly determined, the cost of the review including TA costs, is
budgeted using grant funds. Depending on the scope of the review, technical support could be
accessed through the MECA M&E TA Pool. MECA is consulted during the development of TORs and
review of reports before they are validated by countries. Please refer to para. 14 below which outlines
other scenarios when the Secretariat may consider commissioning such a review.

Program Evaluations

11. A program evaluation is a rigorous assessment of the entire program or specific areas of a national
disease control program against a predefined program design (or theory of change) and defined,
verifiable results, implemented by an expert service provider or jointly with partners. Country-led
evaluations are commissioned by the Ministry of Health and/or other in-country partners and may be
supported by the Secretariat. The need for a program evaluation is determined based on the
assessment of the quality of the program review process and resulting reports, with considerations to
the recommendations from previous evaluations, specific program needs, and/or donor requirements.

12. If a country intends to undertake a program evaluation with Global Fund resources, the scope is
discussed and agreed with the CT during grant-making. The CT, in consultation with MECA and other
relevant technical teams, will support the country in the planning and execution of the evaluation.

13. In addition, the Secretariat may consider commissioning an evaluation or enhanced portfolio review
when:

i. there have been no program reviews, or any other forms of program evaluations conducted in the
last three years and there are no plans nor secured funding for program reviews or evaluations in
the current grant cycle;

ii. the process and/or product of most recent program review is deemed to be inadequate?%;

iii. aprogram review or previous evaluation recommends the entire or part of the national program be
independently evaluated;

207 For DHIS2 data standards and analysis packages: https://www.who.int/data/data-collection-tools/health-service-data/toolkit-for-routine-health-
information-system-data/modules; additional information is also available under: https://docs.dhis2.org/en/topics/metadata/dhis2-who-digital-
health-data-toolkit/about-the-who-digital-health-data-toolkit.html.

208 Refer to the high-level criteria on program review quality.
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iv. The CT, Technical Advice and Partnership (TAP) Department, Community Rights and Gender
(CRG) Department, Health Financing Department or other department recommends an evaluation
of specific programmatic or cross-cutting needs; or

v. anagreementis reached for a joint evaluation based on recommendations from partners or donors.

14. The Secretariat participates in the planning and implementation of program reviews, support program
evaluations, and actively engages in periodic performance reviews. When such reviews are not
available, the Secretariat actively coordinates with the CCM and relevant health authorities to help
institutionalize the platforms. The Secretariat avails the grant and other resources to build up the in-
country capacity for program reviews, evaluations and periodic performance reviews.

Quality assurance of in-country program reviews and evaluations

15. MECA, in coordination with TAP teams and technical partners, facilitates the provision of latest
guidelines and generic ToRs for program reviews and evaluations (including key aspects of RSSH,
CRG, private sector engagement, etc.) for countries to adapt to local contexts.

16. The CT and/or focal points from other technical teams (e.g., Disease teams, MECA, RSSH and CRG)
may participate in the program review and evaluation process, based on their availability and identified
need by the country or CT.

17. MECA conducts a six-monthly synthesis of program review and evaluation reports to provide ongoing
feedback on key recurring recommendations, as well as on the quality of the conduct and content of
the reviews.

Dissemination and use of evidence from in-country program reviews and evaluations

18. Dissemination and the use of findings are critical steps to ensuring in-country reviews and evaluations
provide learnings for program improvement.

19. At country level, the national program disseminates program review and evaluation reports, together
with in-country stakeholders, to relevant audiences in different forms including, sharing the report,
organizing in-country dissemination sessions, and making the report available through official
websites. With support from in-country stakeholders, the national program creates aide memoires for
the official adoption of findings and recommendations by the Ministry of Health.

20. At the Secretariat level, MECA coordinates bi-annual synthesis of the main findings and
recommendations of program reviews and evaluations conducted each year. The synthesis report is
shared with CTs, senior management, technical teams, relevant partners, and Board Committees. The
CTs may use the synthesis of findings and recommendations to inform discussions during country
dialogue, grant-making, and implementation. The information can also guide discussions with global
level technical partners if guidelines or tools need to be updated/developed or if existing ones need
wider dissemination at country level, as well as to identify technical areas where countries may need
further support.

21. MECA tracks the use of program review and evaluations in funding request, NSP revisions and other
critical programmatic decisions. All program reviews or evaluations, as part of their scope, must revisit
the status of implementation of recommendations from the previous program reviews or evaluations.

Reference links

e Guide to conducting programme reviews for the health sector response to HIV

e Framework for conducting reviews of tuberculosis programmes

e Malaria program review manual

e Practical manual for malaria programme review and malaria strategic plan midterm review

e WHO guidelines for analysis and use of health facility data
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Operational Policy Note

Make Annual Funding and Disbursement Decisions

Approved on 11 August 2022, Updated 19 October 2023
Approved by Executive Grant Management Committee
Process Owner Grant Portfolio Solutions and Support Department

Process Metrics for Annual Funding Decisions and Disbursements

PRs and Country Teams are expected to meet the following key performance indicators:

e 85% budget utilization of the first year of implementation, reported at end-June/end-December?°?;
e 94% budget utilization, reported in end-June/end-December’; and

o 90% disbursement utilization, reported in end-March/end-September;

e AFD Notification Letter sent by CT within 15 days?'® of AFD approval; and

¢ Disbursement Notification Letter sent by CT within 15 days of release of the disbursement.

1. The annual funding decision (AFD) and disbursement processes are critical grant management
functions. These processes allow the Global Fund to commit and disburse approved Grant Funds?2'"
appropriately and take action to ensure grants continue to achieve maximum impact?'2. There are two
main objectives:

a. Decide on Annual Funding: Determine and commit the amount of funding that will be disbursed
to the grant over the next 12 months of implementation?'® (plus a buffer period), considering
implementation performance and issues and risks; and

b. Disburse Funds: Disburse funds committed through the AFD to the Principal Recipient (PR), or
third party on behalf of the PR, for the payment of goods and/or services.
2. The AFD and disbursement processes ensure:

i. Grant Funds are used for agreed objectives and outputs in an accountable manner whereby known
or new risks are minimized and mitigated;

ii. AFDs consider grant and PR performance to ensure PRs focus on results and timely grant
implementation;

iii. AFDs are well documented and justified; and

iv. Disbursements are released on time to implementers and third parties to ensure the continuation
of grant activities.

Decide on Annual Funding Disburse Funds
Determine AFD Amount and
Disbursement Schedule

Review Risks and Associated
Mitigating Actions

Review Disbursement Schedule

Approve Disbursement

Approve AFD Communicate Disbursement

209 Budget utilization is reported annually for Focused portfolios.

210 All references to “days” in the document shall mean calendar days, unless otherwise stated.

21" Unless defined in this Operational Policy Note or the context otherwise requires, all capitalized terms used in this Operational Policy Note shall
have the same meaning set out in the Global Fund Grant Regulations (2014).

212 The review of the grant service delivery and PR operational management and assigning a performance rating is part of Oversee Implementation
and Monitor Performance. Refer to the OPN on Oversee Implementation and Monitor Performance for more information.

213 The amount committed under the AFD does not include centralized commitments and disbursements.
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Communicate AFD

Operational Policy

A. Decide on Annual Funding

3. The AFD is the process of determining and setting aside (i.e., committing) Grant Funds to finance a
specified 12-month period (execution period)?'* plus a period of up to 6 months (buffer period)?'5. This
maximum 18-month execution and buffer period are referred to in this document as the AFD Period.
The AFD amounts are disbursed to the PR and third parties as relevant, in a staggered manner during
up to a maximum 18-month period?'® in accordance with the relevant Grant Agreement (see fig. 1).
Figure 1. AFD Period.

AFD period
{up o 18 manths)

Execution pariod Buffer period
{12 months) ) {up 1o & manths)
¥R 1 YR 2 YR 3

Implementation peried (3 years)

4. Align AFDs. The AFD and disbursement schedule aligns with the progress reporting period?'” which,
in turn, is ideally fully aligned with the national reporting cycle. If the grant start date is not aligned with
the national reporting cycle, the 15t AFD is lengthened or shortened to ensure such alignment?,

5. Figure 2 shows the example of a grant with an implementation start date of 1 October. The national
reporting cycle for the grant is from January to December. In order to align the AFD with the national
reporting cycle, the execution period of the 1t AFD covers 15 months (plus a buffer). The 3¢ AFD will
cover a period of 9 months up to 30 September, since the Implementation Period is typically 3 years.

Figure 2. Aligning the AFD and the disbursement schedule with the national reporting cycle.
2020 2021 ; 2022 : 2023

30 Sep

1 Annual Funding Decision

(9 months)
1 t
0 Annual Funding Decision
(12 months + 6 months bufler)
Annual Funding Decision
(3 + 12 + & months buffer)
"< >
Addationa
3 monthe
implementation Period (3 years)
National Reporting Period National Reporting Period National Reporling Period National Reporting Peariod

6. All commitments to the grant are processed through the AFD except commitments for centralized
payments to third parties for: (i) the procurement of health products through the Pooled Procurement
Mechanism (PPM)2'°, (ii) Wambo-related transactions, (iii) the private sector co-payment mechanism

214 In some cases, an execution period may be six months in high-risk environments. The same policies and processes apply except where
indicated otherwise.

215 The Country Team determines whether the buffer period is 3 months or 6 months, as required.

216 Or up to 21 months when an AFD period is exceptionally lengthened for purposes of national reporting cycle alignment or to process a
disbursement under a Supplementary Decision.

217 The progress reporting period is ideally aligned with the national reporting cycle and is not necessarily linked to calendar year or implementation
years from the grant start date. Alignment to this period is necessary to ensure availability of programmatic results required to inform AFDs.

218 This is exceptionally permitted for the 1%t or last AFD, since the execution period can only be up to 12 months.

219 Please refer to the OPN and Operational Procedures on Pooled Procurement Mechanism (PPM).

(¢}’ THE GLOBAL FUND Page 75 of 216


https://www.theglobalfund.org/media/3266/core_operationalpolicy_manual_en.pdf
https://www.theglobalfund.org/media/3266/core_operationalpolicy_manual_en.pdf

/ﬂ\ Grant Life Cycle Funding Request & Grant-making Grant Implementation Throughout the Cycle

for ACTs (CPM) and (iv) Green Light Committee (GLC) payments (please also refer to the Direct
Disbursements to Third Parties section below).

7. Each AFD is processed through an annual decision-making form (ADMF). The sum of all funds
committed through AFDs and centralized payments for the full Implementation Period and closure
period of a grant cannot exceed the grant signed amount stipulated in the relevant Grant Agreement.

8. The Approve AFD section below provides the delegated authority on annual and supplementary
funding decisions.

9. Types of Funding Decisions. There are three types of funding decisions:

e 15t AFD: For a new grant or Implementation Period, this decision is taken immediately after grant
signing and purchase order (PO) approval, based on the grant cash requirements in line with the
approved budget. If the 1st AFD is completed within 30 days of the PO approval, and there are no
exceptions selected, no signatures are required to process this decision. If there is a delay of more
than 30 days in processing the 15t AFD, the relevant signatory authority stipulated in the “Approve
AFD section” will be invoked.

The 15t AFD does not consider grant or PR performance; however, it does consider any issues or
actions identified during grant-making and/or approval.

e 2" and 3™ AFD: The subsequent funding decisions for years 2 and 3 of the grant Implementation
Period take into consideration grant and PR performance and financial needs as reported through
the Progress Update and Disbursement Request (PU/DR)?%° or the Local Fund Agent, as relevant.

¢ Supplementary Funding Decision: Decisions that may be processed up to 18 months from the
start date of the AFD Period, in the following cases:

- When there is insufficient commitment under the active AFD to support grant activities for the
PR or third parties;

- To commit and disburse additional funds from mechanisms, such as portfolio optimization or the
COVID-19 Response Mechanism (C19RM);

- To reduce funds from the current AFD; or

- To disburse funds for closure activities, after the Implementation Period end date, as long as
the Implementation Letter approving the grant closure plan and budget has been signed by the
PR (only applicable where there is insufficient commitment or the disbursement period of the
previous AFD has expired)??'.

A Final Payment Letter??? is required in order to process a supplementary funding decision or
disburse funds more than 6 months after the Implementation Period end date to liquidate financial
liabilities (Exception Level 1).

It is possible to process more than one supplementary funding decision in an AFD Period. This
can be done through completing an additional supplementary ADMF that is generated to
supplement the existing decision??3.

220 See the Progress Update and Disbursement Request Form Instructions.

221 Supplementary funding decisions related to grant closures can be processed until six months after grant end date (see OPN on Implementation
Period and Reconciliation and Grant Closure).

222 The Final Payment Letter or a similar document can also be applied to non-closure related activities with rationale provided for the AFD (if
there is sufficient commitment balance) or supplementary funding decision. The CT will consult with Legal Counsel to determine if the Final
Payment Letter requires countersignature by the PR (e.g., if the payments relate to delayed activities not covered by the Grant Agreement / IL)
before processing the supplementary funding decision or disbursing funds.

223 Strong justification is required for any supplementary funding decisions submitted within 6 months from the initial AFD and more than 75%
(cumulative) of the AFD amount.
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1. Determine AFD Amount and Disbursement Schedule

10. Determine AFD Amount. The 15t AFD amount is based on the approved grant budget. For the 2
and 3 AFD, the Country Team determines the AFD amount based on the following parameters?2:

* Annual Performance. The PU/DR and other relevant reports provide the Country Team with the
programmatic performance (i.e., achievement of agreed targets, and which activities were
completed, delayed and/or need to be continued in the next execution period) and the financial
performance (i.e., in-country absorption and budget utilization against the agreed budget) of the
grant, as well as any issues or challenges in implementation that require action. Annual
performance translates into an annual rating.

The Global Fund uses an annual Performance Rating Methodology to determine the grant
performance (resulting from the programmatic and financial performance of the grant), and a PR
performance (resulting from an analysis of the PR’s implementation, financial, procurement and
supply chain, and grant and risk management). Please refer to the OPN and Operational
Procedures on Oversee Implementation and Monitor Performance for a full description of the
Performance Rating Methodology.

* PR Cash Expenditure Forecast??> 226, The projected amount of Grant Funds required for the
payment of goods and/or services in accordance with the approved budget for the next execution
and buffer periods??’. This forecast calculation is based on:

i. In-country cash balance and advances. Any available??8, unspent cash balances held in-
country (e.g., held by PR, Sub-recipient (SR), or suppliers) from the previous AFD.

i. Changes to the work plan. Changes to the work plan for the next execution period (e.g.,
postponement or acceleration of activities, changes to implementation arrangements, or
delays or advances in major procurements) which have an impact on the cash needed for the
period.

iii. Unit price changes. The current or expected unit prices compared to those in the agreed
budget.

iv. Financial commitments and financial obligations. Current confirmed commitments and
obligations to be paid during the disbursement request period.

v. Macroeconomic factors. Any major changes in inflation or exchange rates that have affected
the cash needs for the next execution period.

* Reduction of funds. Any reduction of funds that will affect the funds available for the next
execution period®?®, e.g., non-compliance with co-financing commitments and documented
decision to reduce funds (see OPN on Co-financing).

11. Create a disbursement schedule. The disbursement schedule is established by the Country Team
as an integral part of the AFD process, based on the forecasted cash requirements for the execution
and buffer periods covered by the AFD and the grant risk profile.

High Impact and Core portfolios.

For High Impact and Core portfolios, disbursements are made on a quarterly basis or when the PR
requires cash during the execution and buffer period covered by the funding decision. The first
disbursement of the AFD is released with the approval of the AFD. Subsequent disbursements must
be reviewed prior to the release of funds.

For grants with good programmatic and financial performance, as demonstrated by the criteria below,
the Country Team can schedule and release semi-annual disbursements for grants with the total
budget of US$100M or less, or full annual disbursements for grants with the total budget of US$30M

224 For grants applying the Payment for Results (PfR) modality including for Focused Aligned and Targeted models, the annual funding decision
is solely based on achievements against programmatic targets; the schedule of AFD and disbursements depends on the agreed payment terms
and schedule.

225 In the PU/DR.

226 Forecasts for Focused Light and Legacy models are based solely on the approved budget.

227 The calculation of the AFD amount does not include PPM/Wambo.

228 ‘Available funds’ is the cash balance minus any financial commitments and/or financial obligations.

22 Financial Services reduces the grant’s Purchase Order amount in the Global Fund Financial System (GFS) prior to initiating the AFD.
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or less, if the PR meets the following conditions:

i. There is a cumulative grant in-country absorption of 85%;

ii. There is a timely submission of an unqualified?®® audit report for the past year;

ii. The latest PR reporting?®! is submitted with no more than 30 days delay; and

iv. The IRM rating is low and has not deteriorated in the last reporting period.

If one or more of the above conditions is not met, or financial performance and risk deteriorates during
the AFD period, the Country Team will revert to releasing quarterly disbursements.
Focused portfolios

For Focused Light and Legacy models, the first disbursement of the AFD is released with the approval
of the AFD. Subsequent disbursements are released on a “no objection” basis, unless the
disbursement is modified, postponed, or canceled or is exceptional (see Management of Exceptions
section). The Global Fund disburses funds twice to the Principal Recipient based on the 1st AFD:
once before or during year 1 and once during quarter one of year 2. For the second and third year of
implementation, the Country Team can disburse the annual budget amount based on the annual
approved budget.

Payment for Results (PfR) grants (including Focused Aligned and Targeted models):

The schedule of disbursements depends on the agreed payment terms and schedule for the PfR
component.

12. Undisbursed Funds?®? remaining from the previous AFD are made available for the next AFD. The
disbursement schedule for the (current) AFD must be equal to the total AFD disbursement amount to
the PR and third parties.

13. Disbursement currency. Disbursements are generally made in the currency(ies) of the signed Grant
Agreement unless there is a specific framework agreement between the Global Fund Secretariat under
a corporate initiative with third parties requiring the disbursement in other currency(ies). Disbursements
can also be processed in multiple currencies?®3. Where it is possible to manage and neutralize the
foreign exchange impact on funds received for budgeted implementation activities, the Global Fund,
in consultation with the PR, may deem?34 multiple currencies more advantageous.

14. Direct disbursement to third parties. A direct disbursement to a third party can be requested by the
PR or required by the Global Fund. Third parties that can receive direct disbursements from the Global
Fund include:

i. procurement service agents;

ii. agents that are directly contracted by the Global Fund Secretariat (e.g., fiduciary agents, fiscal
agents);

iii. other service providers providing independent assurance to the Global Fund on grant
implementation (external audit, diagnostics, and other independent reviews);

iv. third parties which trigger a mandatory direct disbursement by the Global Fund under paragraphs
30 - 31 (mandatory direct disbursements) of the Global Fund Guidelines for Grant Budgeting;

v. private entities and internationally recognized technical assistance agencies and service
providers with which the Global Fund has signed partnership agreements (including the official

travel agent of the Global Fund when it is deemed more optimal and efficient for the Secretariat
to arrange implementers’ travel on grant-related missions to Geneva);

vi. centralized payments, such as for the GLC (for the payment of the cost-sharing element pursuant
to the MoU with the GLC), Pooled Procurement Mechanism or wambo.org; and

230 The report is accurate and complete.

21 When referencing multiple reports, the Finance Specialist assesses the condition of each.

232 Grant Funds that have been committed to an AFD but not yet disbursed to the designated bank account of the PR or third party.

233 When preparing an AFD in a local currency, the amount is sourced from the signed budget prepared in the local currency. In cases when the
foreign exchange is prepared from the budgets developed in the grant currency, the GOS/GFS exchange rate which is updated on a daily basis
is used, which requires the Country Team to recalculate the disbursement amount(s) prior to AFD approval.

24 pgreed between the Country Team, Grant Financial Management and Treasury.
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vii. SRs, in cases where SRs are acting as procurement agents, SRs in Additional Safeguard Policy
countries or in countries where the political and/or the financial context does not enable the PR
to disburse to the SR, and SRs that are in different geographical locations?3® from the PR and
where risks relating to potential foreign exchange exposure and/or inefficient banking regulations
exist.

15. Third party payments outside of the above cases must be strongly justified and signed off on an
exceptional basis (see Defined Exceptions section below).

16. All the required documentation for third party payments is set out in the Operational Procedures.

17. All third parties receiving direct disbursements from the Global Fund must also be registered through
the Grant Entity Data (GED) process?3.

18. Issues regarding the AFD amount or disbursement schedule that cannot be resolved at the Country
Team level are escalated to the next management level.

2. Review Risks and Associated Mitigating Actions

19. As part of the AFD process, the Country Team undertakes a review of management issues and risks.
It represents a critical point in time to (i) consider newly identified risks and/or (ii) adapt existing
mitigating actions or controls based on the outcomes of assurance activities to ensure risks are being
managed to an acceptable level?®”. The Country Team ensures that new or amended mitigating actions
are appropriate to safeguard funds being disbursed and are appropriately funded.

20. While Country Teams remain the overall risk owner and responsible for all grant risks, the Risk
Management Department provides independent and objective oversight for grants. This oversight
ensures that key risks are adequately identified, prioritized, and mitigated with appropriate assurance
mechanisms in place. Country Teams engage with the Risk Management Department throughout the
grant cycle so that issues or differences of opinion are identified early in the processes and
resolved. During the preparation of the AFD, the Country Team selects relevant grant risks and Key
Mitigating Actions (KMAs) relevant to the AFD Period?8.

High Impact and Core portfolios.

Country Teams for High Impact and Core portfolios engage with the Risk Management Department in
the review of management issues and key risks. Prior to submitting the AFD for approval, the ADMF is
shared with the Risk Management Department seeking a “no objection” on the risk section within 48
hours?3°, If no objection is raised within that period, their agreement with the risk analysis is confirmed.
If an objection is raised, the AFD is sent back to the Fund Portfolio Manager (FPM) and if applicable,
the Disease Fund Manager?*® (DFM) for revision based on Risk’s feedback. If the issue cannot be
resolved, it is escalated to the next management level.

Focused portfolios.

FPMs managing Focused portfolios are required to include any agreed issues identified during the
PU/DR review into the annual funding decision-making process. The Portfolio Services Team (PST),
supporting financial analysis for Focused portfolios, follows a standardized methodology to determine
a grant’s financial risk ratings for the six risks within the Finance and Fiduciary Risk Category and any
mitigating actions from the review of the external audit report and/or PUDR.

25 For example, for multi-country grants where the PR and SRs are located in different countries.

26 Please refer to Annex 3 of the OPN on GED and its Operational Procedures.

27 This includes the review of management issues to assess whether any need to be changed to a (Key) Mitigating Action.

238 Grant risks and Key Mitigating Actions are updated in the Integrated Risk Management (IRM) module prior to the AFD process in GOS. Focused
portfolios are not required to select KMAs.

29 Gjven the ongoing engagement, it is expected that the 48 hours-period for raising an objection will be used rarely. In case of frequent use, it
would reflect poorly on the engagement between the Country Team and Risk Management Department and is escalated to Grant Management
Department Head and the Chief Risk Officer.

240 Currently, Disease Fund Manager is applicable to the Nigeria, DRC, and India portfolios.
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3. Approve AFD

21. Validation and approval authority is delegated based on the recommended AFD amount and whether
the AFD involves exceptions to the standard process. The following table sets out applicable approval

authority:
Thresholds
Approver Zero AFD Up to (and Above US$5M Above US$ 20M | Above US$ 40M
including) US$ and up to (and and up to (and
5M including) including)
US$ 20M US$ 40M
DFM Recommendation [Recommendation [Recommendation [Recommendation [Recommendation
(if applicable)
FPM Approval Recommendation |Recommendation |Recommendation [Recommendation
Finance Approval Recommendation |Recommendation |Recommendation [Recommendation
Specialist
SFPM, Cluster Approval?*? Validation Validation Validation
Lead (if
applicable)®'
Regional Approval?*4 Approval Validation Validation
Manager?*®
Grant Finance Approval Approval Approval Approval
Manager
Department Approval Validation
Head
Division Head Approval

22. The Financial Services Team perform a final compliance and due-diligence review to ensure
compliance with established procedures as outlined in the OPN and accurate matching of payee details
(name and associated bank account). There is a 2-step verification within Financial Services as follows:

Approval Level

Approver Role

Decommitment!

AFD/Disbursement

Treasury &
Financial
Transactions
Department

Analyst, Financial
Services

Compliance verification

Compliance verification

Manager, Financial
Services

Compliance review & approval

Compliance review &
approval®*®

T Decommitments and transfers between periods and grants. This is not related to funding decision
transactions.

23. The AFD is approved through an approval workflow?46, whereby the approver reviews, recommends,
validates and/or approves the AFD. The first disbursement is automatically approved with the approval
of the AFD.

4. Communicate AFD

24. An Annual/Supplementary Funding Decision Notification Letter is sent to the PR following the
relevant funding decision, communicating the amount and the planned disbursement(s).

241 Until this is developed in the system, SFPMs, Cluster Leads communicate their approval/validation of the AFD to the RM who handles the
approval/validation in GOS.

242 \Where the SFPM, Cluster Lead directly manages the grant(s), the Regional Manager approves instead.

243 Or Department Head for High Impact Department.

24 Only for portfolios where Cluster approach is not applicable. Department Head approves for High Impact Department.

245 This includes the Batch Release Approval for execution of the transaction by the Treasury and banking institution.

246 physical signature permitted when electronic approval not possible.
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25. Following an AFD approval, the Country Team, in addition to the Annual Funding Decision Notification
Letter, also sends a Performance Letter to the PR (as part of the PR reporting process), which may
include the AFD amount and disbursement schedule. For more information, please refer to the OPN
and Operational Procedures on Oversee Implementation and Monitor Performance.

B. Disburse Funds

1. Review Disbursement Schedule

26. A disbursement is the transfer of cash from the Global Fund to the PR or to third parties on behalf of
the PR for the payment of goods and services based on the disbursement schedule defined in the
AFD.

27. Modify, postpone, or cancel a scheduled disbursement (if applicable). Country Teams are
responsible for ongoing grant monitoring and determining if circumstances have changed between the
time of the AFD and the scheduled disbursements. Any changes to the originally approved dates
and/or amounts for payees are completed through an approval workflow. Any such changes must be
within the overall AFD.

28. Country Teams can follow the below indicative guidance when determining whether a scheduled
disbursement (including the buffer) needs to be modified downward or upward, postponed, or
canceled:

i. progress on requirements related to the scheduled disbursement as well as compliance with
requirements due during the AFD Period;

ii. Low absorption?4’;
iii. Increased cash needs due to accelerated implementation; or
iv. Non-compliance of previous co-financing commitments?4.

29. Where the Country Team modifies, postpones, or cancels the scheduled disbursement, a rationale
needs to be provided to justify such action.

2. Approve Disbursement

30. The FPM?#° and Finance Specialist have the approval authority to release disbursements for the grant
(excluding Wambo, GLC and PPM) with escalated approval required if the disbursement involve
exceptions (see Management of Exceptions section). Disbursements are approved through an
approval workflow?%.

High Impact and Core portfolios.
FPMs?%' have the option to approve, modify, postpone, or cancel the scheduled disbursement.

Finance Specialists have the option to approve or reject. In order to release the scheduled
disbursement, its status must be changed to ‘ready for release’.

Focused portfolios.
Scheduled disbursements approved in the AFD are authorized by the FPM and PST Specialist

through a no-objection basis, except when the disbursement is modified, postponed, or cancelled,
or requires additional sign-off due to an exceptional case.

31. For Disbursements, the Financial Services Team perform a final compliance and due-diligence review
for all portfolios, prior to the release of the disbursement, in the same way they do for the approval of
an AFD (please refer to the Financial Services review in the AFD Approval section).

247 Significant unspent cash balances which are not required before the next disbursement — more than 25-50% not spent of the previous cash
disbursed under the current AFD as evidenced by the latest progress update in cash balances.

248 A proportionate withholding of disbursements may occur as a consequence of non-compliance of previous co-financing commitments. Please
refer to the OPN on Co-financing for more information.

249 For portfolios with DFMs the recommendation and submission is done by the DFM and approved by the SFPM.

250 physical signature permitted when electronic approval not possible.

21 For portfolios with DFMs the recommendation and submission is done by the DFM and approved by the SFPM.
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3. Communicate Disbursement

32. A Disbursement Notification Letter is sent to the PR and/or third party to inform them of a
disbursement made.

33. The Country Team provides additional?>? contextual information to the PR if the relevant disbursement
amount differs from what was originally approved in the AFD.

C. Specific Multi-Country Considerations
34. The standard approach defined above also applies to multi-country portfolios and grants.

Annex 1. Requirement Levels by Portfolio Category

Requirement by
Portfolio Category

Grant Deliverables Hl & Focused
Core | < |+ |3D| 9
e Completed and approved annual decision-making form R R
e Updated risks and mitigating measures?5? R -
e AFD Notification Letter sent to PR R R
e Confirmed and approved Disbursement R R
o Disbursement Notification Letter sent to the PR and/or third party R R
Level of Requirements:
R= Required

BP = Best Practice
- =Not required

252 The CT can only provide additional text to the system-proposed text.
253 For focused Portfolios, updated risks and mitigating measures are not documented in IRM during grant-making and will not be available
during AFD.

(¢} THE GLOBAL FUND Page 82 of 216



/ﬂ\ Grant Life Cycle Funding Request & Grant-making Grant Implementation Throughout the Cycle

( THE
") has™
Operational Policy Note
Revise Grants
Approved on 23 November 2023; Updated 31 January 2025
Approved by Executive Grant Management Committee
Process Owner Grant Portfolio Solutions and Support Department

Process Metrics for Revise Grants

Principal Recipients?®>* and Country Teams are expected to meet the following key performance
indicators:

e End-date Revisions: to be completed maximum three calendar months25® and one month prior to
the current implementation period end-date.

¢ Additional Funding (or Funding Reduction / Transfer) and Programmatic Revisions: to be
completed maximum three calendar months256 .
e Administrative Revisions:
- Administrative changes to the Performance Framework or Baseline Budget: to be completed
maximum three calendar months27;
- All other Administrative Revisions: to be completed maximum two calendar months

Process Objectives

1. The goal of a grant revision (hereinafter referred to as “revision”) is to allow for planned Global Fund
investments to be adjusted to changing context and requirements during grant implementation. This
ensures continued effective and efficient use of Global Fund resources to achieve maximum impact
in line with national strategic plans and the Global Fund’s Strategy.

2. There are five revision types which follow a hierarchy as presented in Figure 1: the higher-level
revisions can include the lower-level ones, but not the contrary. For example, an End-date Revision

can include additional funding, but an Additional Funding Revision does not change the duration of the
Implementation Period.

Figure 1. Hierarchy of revision types

Hierarchy of Revision Types

End-date

Additional funding (or funding
reduction / tranafer)

Programmatic

Carmal
contan
eision

Can contan
e 0ns 4
Lot aHoee

Budget

Admini
strative

Figure 2 below describes the phases and sub-processes of revisions. The sub-processes vary depending
on the revision type.

Figure 2. Phases and subprocesses of revisions depending on the revision type

254 Unless defined in this OPN or if the context otherwise requires, all capitalized terms used in this OPN shall have the same meaning set out in
the Global Fund Grant Regulations (as amended from time to time).

25 After initiation in the Global Fund systems

26 jbid

257 After initiation in the Global Fund systems or other applicable timelines if combined with other types of grant revision
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PREPARE & SUBMIT

PR and CT: Agree on
revision scope and
timelines

PR; Prepare revision
request

CCM: Endorse revision
request

All revision types

REVIEW &

APPROVE FORMALIZE

LFA: Review revision

request, if applicable Amend the Grant

CT. Review revision PR and Global Fund:
request Complete grant revision

Defined authorities:

Review and approve

revision request

PR and Global Fund:

Agreement, if applicable

End-date, additional funding (or funding reduction / transfer) & programmatic revisions only

Operational Policy

3. This Operational Policy Note (OPN) defines the guiding principles and requirements on revisions.
Specific best practice guidance is also captured in the document (see Annex 1).

4. The OPN applies to country and multicountry portfolios and grants unless otherwise specified in the
dedicated multicountry section.

5. While the principles and general requirements defined in this OPN apply across all portfolios, the
specific revision deliverables do not apply to Focused portfolios, unless explicitly stated. Annex 1
provides a summary of the grant-making deliverables and how they apply to each portfolio category.

6. The below decision tree assists in determining the type of revision to pursue. Depending on the type
of revision planned, the reader can refer to specific sections of this OPN that defines the principles and
requirements per revision type.

Figure 3. Decision tree to determine the grant revision type to pursue

Are you adjusting the IP end
date?

No

Are you adjusting the total
approved Grant Funds?

Are you amending the
Performance Framework (PF)?

No

Are you reallocating approved
Grant Funds, without changes to
Grant funding ceiling or PF?

No

Are you making administrative
changes to the Grant
Agreement?

Yes

Yes To Incorporate new funds Inio the grant

To reduce Grant Funds / transfer the budget
and activities from one grant to another

To capture administrative adjusiments to Grant
Funds

ves To refiect changes in the scope or scale of a
grant

To reflect administrative changes o PF

Yes

To capture spedfic changes to Grant Entity Data

To change existing grant requirements or
Yes Introduce new ones

To capture administrative changes to the
baseline budget

End-date revision

Additional funding revision (or
funding reduction / transfer)

Programmatic revision

Budget revision

Administrative revision
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Key considerations

7. Combine revisions. Overall, Principal Recipients (PRs) and Country Teams (CTs) are strongly
encouraged to consolidate multiple changes to a grant into one revision. If multiple revisions are
combined, CT and PRs will follow the process for the highest-level revision, while still complying with
the specific requirements for each type of revision set out in this OPN. For example, if a Programmatic
Revision and a Budget or Administrative Revision are processed together, the Programmatic Revision
process and timelines apply. For questions, consult with the Operational Efficiency Team.

8. Timeliness. Revisions must be initiated as early as possible from when the need for a revision is
identified and are expected to be completed within the timelines as defined in the process metric
section above. Retroactive revisions (e.g., processing an End-date Revision past the Implementation
Period (IP) end-date or a Programmatic Revision for a period that has passed) are not allowed unless
approved by the Global Fund.

9. Budget Changes. The following terms/mechanisms are used in this OPN:

Baseline The original approved Budget for the IP, processed through grant-making and formalized

Budget at summary level through a Grant Confirmation. The Baseline Budget does not change
except when administrative budget changes are processed through an Administrative
Revision (see Section 5) which is formalized at summary level through an Implementation

Letter (IL).
Incremental An additional approved Budget for budget increases or reductions, processed through an
Budget End-date and/or Additional Funding/Funding Reduction Revision (See Sections 1 and 2).

Each increase or reduction is documented in a new Incremental Budget; once approved,
such Incremental Budget does not change. The Incremental Budget is aggregated with
the Baseline Budget and any prior approved Incremental Budgets to create the Total IP

Budget
Total IP The sum of the Baseline Budget and any approved Incremental Budgets, aggregated in
Budget Global Fund systems and formalized at summary level through an IL.
Budget Captures budget changes at summary level resulting from a Programmatic or Budget
Adjustment Revision (see Sections 3 and 4), through an online form in the Global Fund Systems.
Form Budget changes executed through the Budget Adjustment Form do not change the

Baseline, Incremental or Total IP Budgets and are validated by the Global Fund.

10. Revisions to Matching Funds. When processing any type of revision that involves changes to
Matching Funds, the PR and CT must ensure that Matching Funds continue to be invested in activities
relating to the catalytic investment priority area?38.

11. Interdependencies with grant life cycle processes. When planning and processing a revision, CTs
and PRs consider the interdependencies with the other grant life cycle processes and plan accordingly:

A. Grant Implementation:

i. PR reporting: Revisions that involve changes to the Performance Framework and/or Baseline
and Total IP Budget and need to be reported in the next Progress Update/Disbursement Request
(PU/DR) must be well-planned, so they start and are fully completed before the current reporting
period end date. If a revision is completed after the reporting period end-date and/or after PU/DR
configuration, the requested revision changes will be reflected for the next reporting period only.
Changes to Performance Framework targets that have an impact on performance rating and
results reporting can be initiated as soon as identified with prior written agreement between the
PR and the CT and later formalized through an Implementation Letter. Refer to Section 3 for more
details.

258 See the Global Fund Guidelines for Grant Budgeting.
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ii. Revisions that require updates to the grant purchase order impact the following processes
throughout grant implementation. Specifically, during a revision, from the moment the Grant
Signing Calculator (GSC) is approved and whilst the grant purchase order is being revised until it
is approved in the Global Fund systems:

a. Annual funding decision (AFD) and Supplementary AFD cannot be submitted or
approved. Accordingly, CTs are responsible for ensuring that the AFD approvals are
completed prior to GSC and grant purchase order approval.?%9

Only disbursements from an already approved AFD can still be processed.

Pooled Procurement Mechanisms (PPM) purchase requisitions can be submitted in
wambo.org, however, the procurement purchase order cannot be released to the
procurement agent until the grant purchase order is approved in Global Fund systems.
Hence CTs need to ensure that wambo.org requisitions are fully approved and finalized
before (a) the GSC is approved and (b) revising the grant purchase order, as needed.

Figure 4. Interdependencies between revision and AFD, disbursements and PPM/wambo.org
High-level revision timeline

) Prepare, submit, validate and GSC updated and approved IL signature process : Grant purchase Revision
import revision documents in order approved completed
Global Fund systems Grant purchase order update

+ Disbursements from an already approved AFD can still
be processed

AFD or Supplementary AFD cannot be submitted or
approved

PPM purchase requisttions can still be submitted in

N wambo.org

Wambo.org requisitions cannol be linalized: procurement
X purchase orders cannot be released to the procurement

agent
B. Revision: For End-date, Additional Funding, Programmatic or Administrative Revisions — a new
revision cannot be initiated in the Global Fund systems if there is an ongoing revision being processed
for the same IP in the Global Fund systems. A revision is considered complete in the Global Fund
systems once (a) the updated grant purchase order is approved where applicable, and (b) the revised
grant information is registered and becomes active content in the Global Fund systems.

C. Closure: Any open End-date, Additional Funding, Programmatic or Administrative Revision prevents
the closure process from being finalized. CTs must complete any pending revision prior to closure of
a grant/|P.260

D. Grant Entity Data (GED): GED required to process revisions (e.g., PR or Local Fund Agent (LFA)
organization or contact information appearing in key revisions documents) must be updated early on
to avoid delays in the revision finalization process and to ensure the correct GED is appropriately
reflected in all revision documents.?61

E. Implementation Arrangements Map: Revisions can result in modifications to the Implementation
Arrangements Map approved during grant-making?%2. PRs are responsible for ensuring that this map
is updated accordingly and re-submitted to the CT in line with revision changes.

259 See OPN on Annual Funding Decisions and Disbursements.

260 See OPN on IP Reconciliation and Grant Closure.

%1 See OPN on Grant Entity Data, specifically Annex on Grant Entity Data required throughout the grant life cycle, including for revisions

262 See Implementation Arrangements Map Instructions and the Make Approve and Sign Quality Grants OPN for requirements by portfolio
category. When the modifications to the Implementation Arrangement Map relate to changes to the Sub-Recipients (SRs), the PR ensures to
select new SRs in a transparent and well-documented manner based, among other criteria, on approved ToRs, capacity assessment and
integrity due diligence (refer to the Guidelines on Sub-recipient and Supplier Integrity Due Diligence for Principal Recipients, as well as The
Global Fund Policy to Combat Fraud and Corruption and Policy on Conflict of Interest), and signs contracts.
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A list of key concepts related to grant revisions (i.e. allocation utilization period (AUP)) can be found in
Section 1 of the Global Fund Guidelines for Grant Budgeting.

Section 1: End-date Revisions?®?

12. Definition. An End-date Revision extends the IP end-date (extension) to allow for continued
implementation and to avoid programmatic disruptions while addressing operational challenges or
completing grant-making. It also covers instances where an IP is shortened, such as to allow for joint
programming.2%4

13. Triggers. End-date revisions can only be sought based on strongly justified circumstances,?®® such
as:

i. To facilitate joint programming and the submission of single funding requests for multiple disease
components (e.g., joint HIV and TB funding requests for high co-infection countries).

i. To address challenges in timely submission of funding requests and completion of grant-making
due to circumstances that are beyond the control of the applicants and the PRs (e.g., natural or
man-made disaster or specific in-country political or economic circumstances severely affecting
applicant and PR operations, or matters related to the work of the Office of the Inspector General
(OIG)).

iii. To address longer review and processing of applications by the Global Fund, such as the
Technical Review Panel’'s (TRP) or the Grant Approvals Committee’s (GAC) review and approval
processes, or when the Global Fund Board objects to relevant funding recommendations from
the Secretariat.

iv. To allow for successful and responsible transition from Global Fund funding to other sources of
funding in cases where a country component received its last Global Fund allocation.

v. To address cases of early termination of a grant or change of PR during grant implementation?¢6.
Prepare and submit End-date Revision

14. Initiators. An End-date Revision can be initiated by the PR or the CT. The Country Coordinating
Mechanism (CCM)?6726¢ must be informed and endorse all End-date Revisions. CCM endorsement
must be provided by: (i) the CCM Chair and (ii) the civil society representative if the CCM Chair is the
representative of the Government, or the representative of the Government if the CCM Chair is the
representative of civil society.?5?

15. Timing. End-date Revisions are expected to be completed three calendar months after initiation and
one month prior to the current IP end-date.

16. Key considerations for extending IPs. When preparing an extension, PRs and CTs must adhere to
the following principles:

263 This section operationalizes the policy related to extending grant IPs as approved by the Global Fund Board (GF/31/DP12 — Extension Policy
under the New Funding Model).
24 Reducing the IP that result in grant closure also requires compliance with the OPN and Operational Procedures on IP Reconciliation and Grant

Closure
265 Operational policy on the possible use of extensions will be updated should there be amendments to the Board-approved extension policy
(GF/B31/DP12)

266 Reducing the IP that result in grant closure also requires compliance with the OPN and Operational Procedures on IP Reconciliation and
Grant Closure.

%7 Throughout this OPN, references to CCM include any Country Coordinating Mechanism (with or without CCM funding recipient), Regional
Coordinating Mechanism (RCM), Regional Organization (RO) or other applicants, as applicable.

%8 |n the absence of a CCM or an alternative coordinating platform in the country, the CT must seek endorsement from the Regional Manager (or
for High Impact departments, relevant Department Head), after consulting with the Manager of the Monitoring, Evaluation & Country Analysis
(MECA) Team, the Head of the Technical Advice & Partnerships Team, and to the extent possible, in-country partners.

29 With respect to endorsement by the CCM Chair, in the absence of the CCM Chair, endorsement by the Vice Chair is acceptable if in line with
the CCM’s governing documents.
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i.  Source of funding. Extensions to the IP do not extend the AUP?7°. Therefore, all extensions use
time from the subsequent AUP and are funded from the subsequent allocation,?”" reducing the
amount of time and funds available for the next IP. In addition, the AUP in which goods and
services are delivered determines the allocation from which it is funded; therefore, if goods and
services were ordered before the original IP end date but delivered during the extension period,
they are funded from the subsequent allocation.?"?

ii.  Sustainability. As all extensions are financed by the subsequent allocation (unless there is no
subsequent allocation?”®), CTs and PRs must carefully consider the programmatic and cost
implications beyond the extension period, which includes ensuring that:

a. Sufficient funds exist to cover the entire three-year AUP;

b. The activities and budget for the extension period enable a proper transition to the next IP;
and

c. The expected trajectory of future funding is sustainable.

iii. This is to ensure that a disproportionate amount of the subsequent allocation is not consumed
during the extension period (e.g., 50% of the subsequent allocation for a component is not
consumed during a 6-month extension) and avoid leading the grant on an unsustainable spending
trajectory or one that is not reflective of the epidemiological context.

iv. Targets and activities?’4. CTs and PRs ensure that all programmatic activities and targets during
the extension period maximize impact given the available resources, align with the core objectives
of the Global Fund Strategy and allow for a seamless transition to the new IP if applicable.

a. The targets for the period of the extension must be at least the same as those specified in
the last reporting period. Adjustments must be in line with the trajectory of the allocation for
that country component going forward.?”s

b. Programmatic adjustments can be undertaken as necessary to ensure Global Fund
resources are strategically invested to achieve maximum impact during the extension
period.?’® Programmatic adjustments for the extension period are reviewed and approved by
the relevant approval authority as defined in Section 3 below.?””

v. Budget Changes. PRs prepare and submit an Incremental Budget to cover the extension period
only. The Incremental Budget is aggregated with the Baseline Budget and any previously
approved Incremental Budgets in the Global Fund’s systems to show the Total IP Budget. The
Total IP Budget is formalized at summary level as part of the Implementation Letter.

vi. Length. Unless approved by the Global Fund Board, an End-date Revision cannot extend the
current |IP of the grant for more than 12 months. This length of the extension is cumulative of all
extensions approved for each grant (e.g., those extensions already approved and signed, as
applicable, plus the extension request).?8

17. Key considerations for shortening IPs

270 The allocation utilization period (AUP) is the period (usually three years) during which the country allocation per disease component can be
utilized to implement a grant. See Guidelines on Grant Budgeting for further details.

271 Unless there is no subsequent allocation.

272 For more information, see Section 2 of the Global Fund Guidelines for Grant Budgeting

273 In this case, the extension is financed through grant savings.

274 As defined in the Performance Framework and Detailed Budget.

275 For example, if the country component is facing a subsequent allocation that is significantly smaller than the current one, targets for certain
interventions can be adjusted downward to reflect the new funding reality. Such decisions require a consultation with the CT and relevant Technical
Advice and Partnership (TAP) disease advisor.

278 This is particularly important when it is known that specific activities are unlikely to continue in the new IP due to the amount of the new
allocation (e.g., if the amount is reduced).

277 The CT may consult with TAP to determine whether a change in targets and activities during the extension period requires TRP review (for
further information on the scenarios where TAP might be consulted, refer to the Operational Procedures on Revise Grants).

278 For example, if a grant is approved by a Department Head for a six-month extension (assuming sufficient uncommitted funds from current IP
are available to finance the extension budget) of the new allocation amount for the relevant disease component, and then the country requests
an additional two month extension (assuming sufficient uncommitted funds, as well), the second extension is subject to an elevated approval
authority and must be approved by the GAC as it will cumulatively be an eight-month extension.
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i. Shortening the AUP. Shortening the IP of a grant generally results in shortening the AUP. If the
AUP is shorter than what is communicated in the Allocation Letter, the allocation funding for the
grant is proportionately reduced.

ii. Budget Changes. PRs prepare and submit an Incremental Budget related to the reduced
implementation period only. The Incremental Budget is aggregated with the Baseline Budget and
any previously approved Incremental Budgets in the Global Fund’s systems to establish the Total
IP Budget. The Total IP Budget is formalized at summary level as part of the Implementation
Letter.

18. Documents. The table in Annex 1 provides the required documents for an End-date Revision.
Review and approve End-date Revision

19. Review. The CT reviews the End-date Revision request and documents with the support of the LFA
and other Secretariat teams as necessary. The scope of the LFA review is to be agreed between the
CT and the LFA, on a case-by-case basis.

20. For all extensions, the CT consults and informs the Access to Funding Department for tracking and
reporting of extensions to the Board.

Approval Authority

21. Extending the IP. The amount of uncommitted funds from the current IP, and whether these are
sufficient or not to cover the budget for the extension period, defines the two scenarios used to
determine the approval authority for extensions. Annex 2 provides an illustration of the two
scenarios. All extensions are funded from the next AUP.27°

i. Scenario 1: If the estimated uncommitted funds?° as of the IP end-date are sufficient to fully cover
the budget for the extension period,?®' the relevant approval authority is determined based on the
duration of the extension period (e.g., how long the current IP end-date will be extended, on a
cumulative basis)

Cumulative Extension Period Approval Authority

Fund Portfolio Manager (FPM)22 (end-to-end revision scope and
changes); and

Finance Specialist (and Portfolio Services Team (PST) for
Focused) (changes to the Incremental Budget)

Up to 3 months

Regional Manager or Department Head (for High Impact®?) (end-
More than 3 up to 6 months to-end revision scope and changes); and
Grant Finance Manager (changes to the Incremental Budget)

More than 6 up to 12 months GAC

More than 12 months Board (with GAC recommendation)

ii. Scenario 2: If the estimated uncommitted funds as of the IP end-date are insufficient to fully cover
the budget for the extension period,?®* the relevant approval authority is determined based on the

279 Unless there is not a subsequent allocation.

280 Refers to any unutilized in-country cash, undisbursed funds from existing Annual Funding Decision (AFD), and “signed but not committed”
funds.

21 Formerly “non-costed extension”. These criteria apply unless otherwise approved by the Board(GF/B31/DP12).

22 For portfolios with Disease Fund Managers (DFMs), the Senior FPM approves based on the recommendations of the DFM.

283 This refers to portfolios/grants in High Impact Departments.

24 Formerly “costed extension”.
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cumulative duration of the extension period and the cumulative amount of additional funding?8®
needed for the extension period.

Cumulative Cumulative Amount of Additional Funding Apbroval Authorit
Extension Period Needed for Extension Period pprov “ y
Up to US$10 million and up to the equivalent of 6 GAC
months of additional funding.
Up to 12 months
More than US$10 million or more than the
equivalent of 6 months of additional funding. Board (with GAC
recommendation)

More than 12 months = N/A

iii. Transitioning Grants. Any End-date Revision processed for a grant transitioning from Global Fund
financing must be approved by the GAC, regardless of the length of the extension period2é,

22. Shortening the IP. The approval authority for IP reductions is determined by the consequent impact
on the AUP?¢7,

Scenario Approval Authority

Regional Manager / Department Head (for High-Impact) (end-to-end
revision scope and changes); and
Grant Finance Manager (changes to the Incremental Budget)

Shortening the IP without
changing the AUP

Shortening the IP with changes = GAC recommendation and Board approval at time of Grant-making of
to the AUP the subsequent grant

Additionally, compliance with the relevant approval authorities set out in Section 3 below is also required
if the End-date Revision to shorten the IP is accompanied by a Programmatic Revision that requires TRP
review per the scenarios defined in Section 3.

Formalize End-date Revision

23. Implementation Letter. Once approved, the End-date Revision is reflected in the Grant Agreement
through an Implementation Letter. The Implementation Letter is signed by the PR and the Global Fund
(in accordance with the Delegations of Signature Authority). For IP reductions, the issuance of a
Notification Letter from the Global Fund to the PR is sufficient if it is issued in accordance with the
terms of the Grant Agreement. The CT consults with CT Legal Counsel to determine whether a
Notification Letter can be issued instead of an Implementation Letter to formalize the IP reduction as
well as timing of issuance of the Notification Letter if the funding is being transferred to another grant.
Refer to Annex 1 to for the grant documents required to accompany the Implementation Letter.

24. For End-date Revisions that require Board approval, the Implementation Letter is signed by the first
Global Fund signatory as per the Delegations of Signature Authority and can be sent to and signed by
the PR after GAC recommendation, contingent on Board approval (unless otherwise specified by
GAC), provided this is clearly communicated in the Implementation Letter ahead of time. The
Implementation Letter does not take effect until after Board approval of the End-date Revision and
countersignature of the Implementation Letter by the second Global Fund signatory as per the
Delegations of Signature Authority.

25 According to Board-approved extension policy (GF/B31/DP12), the GAC is authorized to approve Scenario 2 Extensions as long as the amount
of additional funding required (the funding required for the extension period minus the unutilized funds approved by the Board for the current IP)
does not exceed USD 10 million and is not equivalent to more than 6 months of additional funding. Refer to Annex 3 on how to calculate the
equivalent months of additional funding and to the calculator for further guidance on determining the approval authority for Scenario 2 extensions.
286 Reducing the IP that result in grant closure also requires compliance with the OPN and Operational Procedures on IP Reconciliation and
Grant Closure.

27 Reducing the IP also requires compliance with the OPN and Operational Procedures on IP_Reconciliation and Grant Closure.
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25. Registration. An End-date Revision is considered complete once the updated grant purchase order
is approved and the revision is registered in the Global Fund systems.

26. Notification to the Board and GAC: The GAC and Board are notified of all approved extensions
through GAC Reports to the Board.

Section 2: Additional Funding Revision (or Funding Reduction /
Transfer)

27. Definition. An Additional Funding Revision increases the Grant Funds for the relevant IP to account
for new?®® resources made available to the grant, without amending the duration of the IP. Other
adjustments to grant funds, including reductions and transfers, without amending the duration of the
IP are also captured under this revision type.

28. Triggers. Additional funds can be made available at the aggregate portfolio level because of:
a. Permitted restricted financial contributions by private donors or Debt to Health.

b. The Portfolio Optimization process.?%°

c. Global Fund emergency response facilities such as the Emergency Fund,?®® the COVID-19
Response Mechanism (C19RM),?°" or any other mechanism to respond to an emerging
pandemic.

29. Funding reductions or transfers can be triggered by various reasons such as:?%?
a. Non-compliance with co-financing commitments.?%3
b. Failure of a PR to refund recoverable amounts.?%
c. Shifting activities and respective budgets from one grant / PR to another grant / PR.2%

30. The requirements below apply to additional funding due to e.g., private sector contributions, Debt to
Health, and Portfolio Optimization and funding reductions / transfer scenarios. They do not apply to
mechanisms that have separate review and approval processes (e.g., C19RM, Emergency Fund or
other Strategic Initiatives (unless Strategic Initiative funding is being integrated into a grant derived
from allocation funding).

Prepare and submit Additional Funding Revision (or Funding Reduction / Transfer)

31. Initiators. An Additional Funding Revision (or Funding Reduction / Transfer) can be initiated by the
PR or by the Global Fund through the CT. Additional funding revisions (or Funding Reduction /
Transfer) require endorsement from the CCM.2%62%7 Endorsement must be provided by (i) the CCM
Chair and (ii) the civil society representative if the CCM Chair is the representative of the Government,
or the representative of the Government if the CCM Chair is the representative of civil society.

288 Resources made available to the grant/PR through the transfer of activities and budgets from another grant/PR are not considered additional
funding in that these are existing, previously approved funds that eventually pertain to the grant. Such cases are treated under the Funding
Reduction / Transfer revision.

29 See the Prioritization Framework for funds that become available for Portfolio Optimization and Financing Unfunded Quality Demand.

2% See Guidelines on Emergency Fund.

21 See C19RM Guidelines.

292 Reductions in funding related to an IP reconciliation or grant closure follows the IP Reconciliation and Grant Closure process.

293 See OPN on Co-financing.

2% See OPN on Recovery of Grant Funds.

2% During a reallocation of activities and accompanying budget between PRs from the same program, the CT must ensure that (i) the PR(s) to
whom the activities are reallocated has achieved satisfactory past performance and has relevant capacity to perform the activities; (ii) the proposed
reallocation is aligned with the grant goals and objectives; and (iii) the proposed reallocation is consistent with the TRP recommendations for the
program.

2% Additional Funding Revisions triggered by private sector contributions, Debt to Health and Portfolio Optimization do not require additional
CCM endorsement as the activities in the Unfunded Quality Demand (UQD) register to be financed through these mechanisms have been
previously endorsed by the CCM. If proposed activities for financing are not on the UQD register, then the Prioritized Above Allocation Request
(PAAR) update process needs to be followed before initiating the revision (See OPN and Operational Procedures on Design and Review
Funding Requests).

27 In the absence of a CCM or an alternative coordinating platform in the country, the CT must seek endorsement from the Regional Manager (or
for High Impact departments, relevant Department Head), after consulting with the Manager of the Monitoring, Evaluation & Country Analysis
(MECA) Team, the Head of the Technical Advice & Partnerships Team, and to the extent possible, in-country partners.
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32. Timing. An Additional Funding Revision (or Funding Reduction / Transfer) can be proposed at any
time during grant implementation and is expected to be completed a maximum three calendar months
after initiation in the Global Fund systems.

33. Key considerations.

i. Targets and activities: The PR and CT work to determine how to adjust the key programmatic
activities and targets for the IP.?°8 Typically, targets are either adjusted upward as part of an
Additional Funding Revision, considering the additional resources provided, or downward as part
of a Funding Reduction / Transfer. If, however, the PR and CT determine that a change in funding
does not affect targets, a justification is required which is considered by the relevant approval
authority as defined below.

ii. Budget Changes. PRs prepare and submit an Incremental Budget to cover the additional funding
or funding reduction/transfer only. The Incremental Budget is aggregated with the Baseline Budget
and any previously approved Incremental Budgets in the Global Fund’s systems to establish the
Total IP Budget. The Total IP Budget is formalized at summary level as part of the Implementation
Letter.

34. Documents. The table in Annex 1 provides the required documents for an Additional Funding Revision
(or Funding Reduction / Transfer).

Review and approve Additional Funding Revision (or Funding Reduction / Transfer)

35. Review. The CT reviews the additional funding (or Funding Reduction / Transfer) revision request with
the support from the LFA, as necessary. The scope of the LFA review is to be agreed between the CT
and the LFA, on a case-by-case basis.

Approval Authority

36. Additional Funding. Additional Funding Revisions due to e.g., private sector contributions, Debt to
Health and Portfolio Optimization are approved by the Global Fund Board with GAC recommendation.
If the Additional Funding Revision is accompanied by a Programmatic Revision triggering TRP review
(as detailed in Section 3 below):

e A TRP recommendation is required;

o GAC reviews the programmatic changes as part of the Additional Funding Revision and
recommends to the Board for approval.

37. Additional funding finance TRP recommended prioritized activities under the Unfunded Quality
Demand (UQD) register. As a result, the CTs update the UQD register in the Global Fund systems?2%°
to deduct funds invested against TRP recommended interventions. If proposed activities for financing
are not on the UQD register, then the Prioritized Above Allocation Request (PAAR) update process
needs to be followed.3%0

38. Funding channels with defined and separate approval processes and requirements (e.g., C19RM,
Emergency Fund and other Strategic Initiatives (unless Strategic Initiative funding is being integrated
into a grant derived from allocation funding)) are not subject to the approval authorities outlined above.

39. Board approval is not required where funding is moving between grants within the same disease /
resilient and sustainable systems for health (RSSH) component and allocation period which have
already been approved by the Board. The approval authority for the transfer of such funds is outlined
in the table below.

2% The CT may consult with TAP to determine whether a change in funding with impacts on targets and activities requires TRP review (for
further information on the scenarios where TAP might be consulted, refer to the Operational Procedures on Revise Grants).

2% See the UQD register user guidance.

300 See OPN and Operational Procedures on Design and Review Funding Reguests.
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40. Funding Reduction/Transfer. The below table defines the approval authority for cases of funding
reduction resulting from: the transfer of activities and budget from one grant to another. This approval
authority applies to grants transferring or receiving funds.

For other potential cases of reduced funding, the approval authorities are defined in the relevant
operational policies.3’

Transfer Scenarios Approval Authority

Regional Manager/Department Head (for High-
Impact3®?) (end-to-end revision scope and
changes); and

Grant Finance Manager (changes to the
Incremental Budget).

Transfer of activities and respective budget from one
Board-approved grant to another within the same
disease / RSSH component and allocation period.

GAC and TRP recommendation may also be
required if redistribution constitutes a
Programmatic Revision requiring TRP review.

Transfer of activities and respective budget from one Board (with GAC recommendation).

Board-approved grant to another grant across
disease / RSSH components within the same
allocation period.

TRP recommendation may also be required if
redistribution constitutes a Programmatic Revision
requiring TRP review.

Formalize Additional Funding Revision (or Funding Reduction / Transfer)

41. Implementation Letter. Once approved, the Additional Funding Revision, or Funding Reduction /
Transfer not initiated by the Global Fund, is captured through an Implementation Letter. The
Implementation Letter is signed by the PR and the Global Fund (in accordance with the Delegations
of Signature Authority Procedures). Refer to Annex 1 for the grant documents required to accompany
the Implementation Letter.

42. For additional funding revisions that require Board approval, the Implementation Letter is signed by
the first Global Fund signatory as per the Delegations of Signature Authority by the PR after GAC
recommendation, contingent on Board approval (unless otherwise specified by the GAC), provided this
is clearly communicated in the Implementation Letter ahead of time. The Implementation Letter does
not take effect until after Board approval and countersignature of the Implementation Letter.

43. For Funding Reduction / Transfer revisions that are initiated by the Global Fund, the CT consults with
CT Legal Counsel to determine whether a Notification Letter can be issued instead of an
Implementation Letter to formalize the funding reduction as well as timing of issuance of the Notification
Letter if the funding is being transferred to another grant.

44. Registration. An Additional Funding Revision (or Funding Reduction / Transfer) is considered
complete once the updated grant purchase order is approved and the revision is registered in the
Global Fund systems.

Section 3: Programmatic Revisions

45. Definition. A Programmatic Revision (formerly referred to as a “reprogramming” or “Program
Revision”) refers to changes to the scope and/or scale of a grant within the already approved funding
ceiling and current IP resulting in changes to the modules, interventions and/or targets in the
Performance Framework.

i. Changing the scope of a grant results in:

a. One or more goals and/or objectives being changed; and/or

301 See OPN on Co-financing and OPN on Recovery of Grant Funds.
302 This refers to portfolios/grants in High Impact Departments.
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b. Interventions3% being added or deleted (including those related to RSSH, Human Rights, and
Gender Equality), either at grant level or at the disease (or RSSH) program level supported
by the Global Fund.

ii. Changing the scale of a grant results in changes in targets for one or more indicators — either
increasing or decreasing.

46. Triggers. There are different potential scenarios which can trigger a Programmatic Revision. These
include, but are not limited to:

i. The need to invest more strategically, e.g., in case of changes in the National Strategic Plan
(NSP), epidemiological trends, new data from national surveys, program evaluations, etc.

ii. Emerging scientific evidence or normative guidance.
iii. Changes in the national context that result in non-compliance with co-financing commitments.3%
iv. Changes in implementation arrangements.

v. The scale-up of effective interventions and innovative approaches, introduction of new health
products and removal of health products

vi. Risk mitigation purposes.

vii.  The need to advance transition planning, particularly if a country is nearing the end of its funding
relationship with the Global Fund.

viii. The need to accelerate the adoption of revised partner technical guidance to ensure patient safety
and program efficacy.

Prepare and submit Programmatic Revision

47. Initiators. A Programmatic Revision can be initiated by the CCM, PR, or the CT. Programmatic
Revisions require endorsement from the CCM?3%. Endorsement must be provided by (i) the CCM Chair
and (ii) the civil society representative if the CCM Chair is the representative of the Government, or the
representative of the Government if the CCM Chair is the representative of civil society. If the
Programmatic Revision only incorporates activities in the UQD register previously endorsed by the
CCM, an additional CCM endorsement for the revision is not required3°. In this case, the PR informs
the CCM before processing a Programmatic Revision.

48. Timing. A Programmatic Revision can be proposed anytime during grant implementation if warranted
by the programmatic context and needs to be completed maximum three calendar months after
initiation.

49. Budget Changes. PRs use the Budget Adjustment Form to capture budget changes that form part of
a Programmatic Revision. The Baseline, Incremental and the Total IP Budgets do not change.

50. Documents. The table in Annex 1 provides the required documents for Programmatic Revisions.

Review and approve Programmatic Revision

51. Review. The CT reviews the Programmatic Revision request and documents with support from the
LFA, as necessary. The scope of the LFA review is to be agreed between the CT and the LFA, on a
case-by-case basis. The CT is required to consult with TAP advisors3%” for the following cases:

i.  Adding or deleting modules or interventions in the Performance Framework;

303 For example, interventions within a defined epidemiological context, as confirmed by the relevant TAP disease advisor include interventions
that are not adequately funded at present and/or interventions that meet one or more of the following criteria: i) address emerging threats to
disease control, ii) lift barriers to the broader disease response and/or create conditions for improved service delivery; and/or iii) enable the roll-
out of new technologies that represent best practice. See Modular Framework Handbook.

304 See OPN on Co-financing.

305 In the absence of a CCM or an alternative coordinating platform in the country, the CT must seek endorsement from the Regional Manager (or
for High Impact departments, relevant Department Head), after consulting with the Manager of the Monitoring, Evaluation & Country Analysis
(MECA) Team, the Head of the Technical Advice & Partnerships Team, and to the extent possible, in-country partners.

308 If proposed activities are not on the UQD register, then the Prioritized Above Allocation Request (PAAR) update process needs to be
followed before initiating the revision (See OPN and Operational Procedures on Design and Review Funding Requests).

307 The CT is required to attach evidence of such consultation in GOS (e.g. email exchanges).
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ii. Increasing or decreasing targets for existing indicators and adding missing targets in the
Performance Framework; and/or

iii. Including activities into the grant that are reviewed and prioritized in the UQD register 3%,
The CT is accountable to confirm if the Programmatic Revision requires TRP review or not, based on
guidance provided below.

52. Approval Authority. The approval process for Programmatic Revisions is differentiated based on
whether the revision requires TRP review or not.

Scenario HeniEle Approval Authority
category
Programmatic Revisions that do not require TRP review
High Regional Manager or Department
Impact  Head (for High Impact®®®) (end-to-
and Core  end revision scope and changes)
(1) Adding new modules a_nc_j_intgrventions into ‘ghe FPM based on PHME
grant to incorporate activities in the UQD register : . .
recommendations and, if required,
Focused | technical review by HPM Specialist

(end-to-end revision scope and

changes);

e CT: increase of up to 100% or
reduction of up to 20% to the
targets and adding missing
targets;

High
(2) Increasing or decreasing targets for existing Impact * Regional Manager or
indicators and adding missing targets3'® in the PF3!* = and Core Department Head (for High
provided it does not result in a significant redesign Impact®'?) (end-to-end revision
or shift of balance of the originally approved funding scope and changes): increase
request, which would otherwise trigger a TRP of more than 100% or reduction
review (scenario 6¢ below). of more than 20% to targets
FPM based on PHME
recommendations and, if required,
Focused | technical review by HPM Specialist
(end-to-end revision scope and
changes)
High Regional Manager or Department
(3) Scaling-up existing interventions and innovative Impact  Head (for High Impact®'®) (end-to-
approaches, introducing of new health products and = and Core | end revision scope and changes)
removing health products to incorporate activities in
the UQD register, provided it does not add or FPM based on PHME _
remove existing modules and interventions in the recommendations and, if required,
PE. Focused  technical review by HPM Specialist

Programmatic Revisions that require TRP review

308 See OPN on Design and Approve Funding Requests.

309 This refers to portfolios/grants in High Impact Departments.
310 Such as left as “to be determined” at the time of Grant-making (e.g. when baselines are not yet defined to specify targets)

311 PRI team should be consulted when grant targets with implications on Global Fund Strategy targets and reporting are being revised.
312 This refers to portfolios/grants in High Impact Departments.
313 This refers to portfolios/grants in High Impact Departments.

(end-to-end revision scope and
changes)
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Scenario

(4) Adding changes that contradict or are not part of the
TRP’s original or modified review and
recommendation on the funding request or the
latest UQD register (as updated during
implementation). For example:

a)

b)

c)

a module or intervention not in the UQD register
is added to the PF;

a module or intervention originally removed
following TRP recommendation is re-introduced
into the grant;

there is a significant redesign or shift of balance
of originally approved funding request, i.e. a
prevention component is shifting to treatment;
sub-national tailoring analysis leads to a
significantly different intervention mix (e.g.
Indoor Residual Spraying vs. Insecticide
Treated Nets)

a module or intervention is removed from the
PF without alternative funding in the country

(5) Adding new interventions for which there is lack of or
lag in release of evidence or development of normative
guidance. For such scenarios, the overarching approach

will be reviewed by the TRP with individual requests

reviewed and approved by the Secretariat based on the

TRP recommendation.

Portfolio
category

High
Impact
and Core

Focused

High
Impact
and Core

Focused

Approval Authority

Scenarios a) and b):

e Regional Manager or
Department Head (for High
Impact®'4) (end-to-end revision
scope and changes); and

Scenario c), d)
GAC?'5, based on TRP
recommendation

Regional Manager or Department
Head (for High Impact) (end-to-end
revision scope and changes)

Regional Manager or Department
Head to decide if TRP technical
inputs are needed.

GAC?'8 based on TRP
recommendation

Regional Manager or Department
Head (for High Impact®'’) (end-to-
end revision scope and changes)

Regional Manager or Department
Head to decide if TRP technical
inputs are needed.

53. If the Programmatic Revision is triggered by foreign exchange gains (after providing for the required

Formalize Programmatic Revision

contingency reserve), in addition to the approval authority defined above, the process defined in
section 2.4 of Global Fund Guidelines for Grant Budgeting needs to be followed.

54. Implementation Letter. Once approved, a Programmatic Revision is reflected in the Grant Agreement

55.

56.

314 This refers to portfolios/grants in High Impact Departments.
315 GAC review and recommendation is sufficient (GAC approval not required) if the Programmatic Revision is processed together with an
Additional Funding Revision. Refer to paragraph 34 above.
316 GAC review and recommendation is sufficient (GAC approval not required) if the Programmatic Revision is processed together with an
Additional Funding Revision. Refer to paragraph 34 above.

317 This refers to Focused portfolios/grants in High Impact Departments.

through an Implementation Letter. The Implementation Letter is signed by the PR and the Global Fund
(in accordance with the Delegations of Signature Authority). Refer to Annex 1 to for the grant
documents required to accompany the Implementation Letter.

For Programmatic Revisions that involve time sensitive changes to the PF with implications to the
performance rating and results rating (such as increasing or decreasing targets or adding missing
targets), a Notification Email can be issued to capture PR and Global Fund agreement on the PF
changes and enable PF updates in the Global Fund system. The PF changes are formalized with an
Implementation Letter at a later stage (together with other revisions, as applicable). It is the CT’s
responsibility to track these notification emails and integrate them in upcoming Implementation Letters.

Registration. A Programmatic Revision process is considered complete once the Notification Email
or Implementation Letter is issued and the revision is registered in the Global Fund systems.
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Section 4: Budget Revisions

57. Definition: Budget Revisions are a type of grant revision and refer to the reallocation of approved
Grant Funds across modules, interventions or cost categories. They do not involve changes to
approved Grant funding ceiling, or the duration of the relevant IP, or the Performance Framework.

Types of Budget Revisions

58. A Budget Revision is categorized as material or non-material depending on the percentage increase
or decrease for the module, intervention or discretionary cost category in the approved Grant Budget,
as detailed in Section 2.5.2 of the Global Fund Guidelines for Grant Budgeting.

59. Triggers: A Budget Revision can take place periodically in the normal course of grant implementation
to respond to grant context and circumstances (e.g., to reflect changes in administrative or operational
costs, changes in unit costs of items being purchased or to allow for assurance activities like Health
Facility Assessments or Data Quality Reviews). It can also be triggered by:

i. Foreign exchange gains and/or losses.
ii. Cases of transfer and/or disposal of program assets during the 1P.3'8

Prepare and submit Budget Revision

60. Initiators: A Budget Revision can be initiated by the PR or the CT. PRs need to inform the CCM of
material Budget Revisions prior to submitting them for approval by the Global Fund.

61. Timing. A Budget Revision can be proposed any time during grant implementation.

62. Budget Changes. PRs use the Budget Adjustment Form to capture at the summary level material or
non-material budget changes that form part of the Budget Revision. The budget adjustment can be
done any time by the PR and/or CT as per mutual understanding and agreement. The Baseline,
Incremental and the Total IP Budgets do not change.

63. Documents. The table in Annex 1 provides the required documents for material Budget Revisions.3'®
Review and approve Budget Revision

64. The review and approval process for Budget Revisions depends on the materiality of the budget
changes3%.

65. For further guidance, please refer to Sections 2.5.2 and 2.5.3 of the Global Fund Guidelines for Grant
Budgeting.

Approval Authority

66. Approval authorities for Budget Revisions are defined in Section 2.5.2 of the Global Fund Guidelines
for Grant Budgeting®?' and Section 6 of the Guidelines for Grant Budgeting — Global Fund Approvals
and Managing Exceptions.

67. There are specific circumstances where CT approval can be required even if the revision is deemed
“non-material” (e.g., any increase in salary or incentives above those already planned in the budget to
staff / agents working for the Global Fund). For further information, please refer to Section 2.5.3 of the
Global Fund Guidelines for Grant Budgeting and Section 6 of the Guidelines for Grant Budgeting —
Global Fund Approvals and Managing Exceptions.

68. If a Budget Revision is triggered by foreign exchange rate gains (after providing for the required
contingency reserve), in addition to the approval authority defined in Section 2.5.2 of the Global Fund
Guidelines for Grant Budgeting, please follow the process defined in Section 2.4 of the Global Fund

318 See the Interim Guidance on the Transfer and/or Disposal of Program Assets during the Implementation Period.

319 For non-material Budget Revisions, no submission is required. See the Operational Procedures on Revise Grants.

320 Refer to Section 2.5.2 of the Global Fund Guidelines for Grant Budgeting.

321 Unless otherwise agreed in writing by the Global Fund and PR pursuant to section 2.5.3 of the Global Fund Guidelines for Grant Budgeting.
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Guidelines for Grant Budgeting and Section 4 of the Guidelines for Grant Budgeting — Global Fund
Approvals and Managing Exceptions.

Formalize Budget Revision
69. A Budget Revision does not require the issuance of an Implementation Letter.

70. The PR is responsible for properly documenting and maintaining their internal approval and the Global
Fund written approval for audit purposes. It is required that the PR and other implementers consistently
maintain and update their internal operational budget for internal budget management and monitoring
of their programs.

Section 5: Administrative Revisions

71. Definition. An Administrative Revision captures changes to the grant that are purely of an
administrative nature or require specific modifications to Grant Entity Data contained in a Grant
Agreement and/or grant requirements.

72. Triggers. An Administrative Revision can take place periodically in the normal course of grant
implementation and can be triggered by (among other reasons):
i. Changes to Grant Entity Data contained in a Grant Agreement, specifically:
a. Change in PR organizational representative for notices®?2.

b. Change in PR or LFA organization information, such as change in the organization’s official
name, address, etc.323

i. Administrative changes to the Performance Framework which do not change the targets, such
as to:

a. Revise the reporting schedule,
b. Update or add a missing source of data,

c. Correct/clarify custom indicator names, comments fields, cumulation type without any changes
to targets,

d. Realign the targets according to the cumulation type, geographic coverage or scope of targets,

e. Align indicators and targets with measurement guidance and standard indicator definitions,
and to ensure internal consistency across indicators.

iii. Changes to existing grant requirements or introduction of new ones in the Grant Agreement
(i.e., for example conditions for transfer of program assets3?4).325

iv. Administrative adjustments to Grant Funds:
a. Deduct for new IPs the final and validated in-country cash balance from the closing 1P32%5;
b. To carry over the cash from the previous IP extension disbursement3?’; or

c. To deduct Grant Funds relating to Debt to Health, or other private sector contribution
mechanisms, to allow for the transfer of such funds from one allocation period to the next322.

v. Administrative changes to the Baseline Budget such as:

322 See the OPN on Grant Entity Data.

323 See the OPN on Grant Entity Data.

324 See the Interim Guidance on the Transfer and/or Disposal of Program Assets during the Implementation Period.

325 See the OPN on Oversee Implementation and Monitor Performance.

326 See Operational Procedures on IP Reconciliation and Grant Closure.

327 Cash from extension refers to cash that has been disbursed but not expensed during the extension period.

328 During the transfer, the CT must ensure that the proposed reallocation of funds and activities is consistent with the TRP recommendations for
the program provided during the funding request in the applicable allocation period and that funds are not being moved across any
disease/RSSH components. If this is not the case, CTs are required to follow the Additional Funding and/or Funding Reduction/Transfer
Revisions and/or Programmatic Revision process instead, CTs are required to consult with the Treasury & Financial Transactions Team (and
Legal Counsel in the Legal Institutional Team where needed) regarding compliance with Global Fund policies, including the Amended and
Restated Comprehensive Funding Policy. Furthermore, the approval authority defined above applies to the grant transferring funds. The grant
receiving funds through Debt to Health f, or private sector contribution mechanisms, follows the Additional Funding Revision process and
approving authority described above.
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a. To change the Sub-recipients (SRs) names in the Baseline Budget in cases where SRs were
not identified during Grant-making or when there is a change in the official name of SRs during
implementation.

b. To correct any error or omission in the descriptive information of the Baseline Budget.

Administrative changes to the Baseline Budget are allowed if:

a. They do not change the Baseline Budget amounts at module, intervention, cost input and/or
implementer level;

b. They do not change the Baseline Budget by replacing budget amounts with actual
expenditures from past periods; and

c. They affect more than 10%3?° of the Total IP budget.
Prepare and submit Administrative Revision
73. Initiators. An Administrative Revision can be initiated by the PR, or the CT.

74. Timing. An Administrative Revision can be proposed at any time during grant implementation and is
expected to be completed as follows:

i. Administrative changes to the Performance Framework or Baseline Budget: within three calendar
months after initiation in the Global Fund systems or other applicable timelines if combined with
other types of grant revision;

i. All other Administrative Revisions: within two calendar months after initiation or other applicable
timelines if combined with other types of grant revision.

75. Documents. The table in Annex 1 provides the required documents to be submitted for Administrative
Revisions.

Review and approve Administrative Revision

76. Review. The CT reviews the Administrative Revision request and documents with support from the
LFA, as necessary. The scope of the LFA review is to be agreed between the CT and the LFA, on a
case-by-case basis.

Approval Authority
Scenario Approval Authority

Global Fund defined authority (FPM or Regional
Administrative Revisions triggered by changes to =~ Manager/Department Head or Head, GMD) depending on
existing grant requirements or introduction of new = scope of changes.
grant requirements in the Grant Agreement See OPN on Oversee Implementation and Monitor
Performance - Management of Exception section

Grant Finance Manager (based on recommendations from

Administrative changes to the Baseline Budget FPM and Finance /PST Specialist)

All other Administrative Revisions FPM33° (based on recommendations from CT members)

Formalize Administrative Revision

77. Implementation Letter. Once approved, an Administrative Revision must be reflected in the Grant
Agreement, by issuing an Implementation Letter. The Implementation Letter is signed by the PR and
the Global Fund (in accordance with the Delegations of Signature Authority Procedures).

78. For most Administrative Revisions, the changes do not need to be reflected immediately in the Grant
Agreement, and therefore do not require the immediate issuance of an Implementation Letter. Unless

329 |f less than 10% of the total IP budget is impacted (for example, errors relate to less than 10% of the budget, SR is implementing less than
10% of the budget), CTs and PRs wait until the >10% threshold is reached to initiate administrative changes to the Baseline Budget.
330 For portfolios with Disease Fund Managers (DFMs) the submission is done by the DFM and approved by the Senior FPM.
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the proposed change must take effect within a particular timeframe (e.g., owing to PU/DR reporting
and/or application of a particular grant requirement), it is recommended to wait until an Implementation
Letter is required for another type of grant revision (e.g., a programmatic or Additional Funding
Revision) when the Administrative Revision can be included in that Implementation Letter. This
approach reduces the need for CTs to issue multiple Implementation Letters. It is the PR’s and CT’s
responsibility to track any Administrative Revisions and ensure that those that do not require an
immediate issuance of an Implementation Letter are included in the next Implementation Letter.33'

79. Administrative changes to the Performance Framework can be immediately captured in the Global
Fund systems and become effective following issuance of a Notification Email and can be later
formalized through an Implementation Letter.

80. Registration. An Administrative Revision is considered complete once the Notification Email or
Implementation Letter is issued and the revision is registered in the Global Fund systems.

Specific Multicountry Considerations

81. Multicountry grants refer to:
i. Grants financed through pooled country allocations (e.g., Multicountry Western Pacific and
Multicountry Caribbean);
ii. Regional grants financed solely through the Catalytic Investments — Multicountry Modality; and
iii. Regional grants financed through a combination of pooled country allocations and Catalytic
Investments.

82. Multicountry grants generally follow the same requirements set out in this OPN, with the following
specific considerations:

i. For multicountry grants, reference to the term CCM includes Regional Organizations (RO) Regional
Coordinating Mechanisms (RCM) and CCM representatives of all countries included within the
grant (in all cases, if applicable).

ii. The legal and political considerations and logistics of cross-border implementation are considered
when tailoring LFA-services.

31 The CT consults with the CT Legal Counsel regarding timing of issuance and contents of the Implementation Letter.
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Annex 1. Requirements Levels by Revision Type and Portfolio Category

E8r: (Ii=:::1;21:::3::::7I'I't::gflgg Programmatic Budget Administrative
Grant Deliverable Focused HI / Focused HI / Focused HI / Focused
Hi7Core ATt te| coe [A[T[LiLe| Core [A]T[Li]Le| core [A]T]Li]Le

Prepare and Submit
CCM endorsement33? R333 334 R335 -336 -
Grant Revision Review Form3%7 R338 R - -
Revised Performance Framework R339 R - R340
Updated Baseline Budget - - - R341
Incremental Budget R - - -
Budget Adjustment Form - R R342 -
Revised HPMT (if health products are being

R - R - R - -
updated)
Updated UQD register in Global Fund R34 ) ) i
systems343
Review and Approve
LFA review and recommendations BP
CT review and recommendations R
Review and approval by defined authorities R
Grant Signing Calculator R345 - - R346

332 Captured through a letter, email or other form of written documentation.

333 Additional Funding Revisions triggered by Portfolio Optimization do not require CCM endorsement as the UQD has been previously endorsed by CCM.

334 Not required for Global Fund-initiated Funding Reduction / Transfer revisions.

335 If the Programmatic Revision only incorporates activities in the UQD Register previously endorsed by the CCM, an additional CCM endorsement for the revision is not required. In this case, the PR informs the
CCM before processing a Programmatic Revision.

336 PRs are expected to inform the CCM of material Budget Revisions prior to submitting them for approval by the Global Fund. This can be done through a letter, email or other form of written communication.
337 Refer to the Grant Revision Review Form and Instructions

338 Not required for Global Fund-initiated Funding Reduction / Transfer revisions.

339 If targets are being updated.

340 Only applicable to Administrative Revisions triggered by administrative changes to Performance Framework.

341 Only applicable to Administrative Revisions triggered by administrative changes to Baseline Budget.

342 Required for Material Budget Revisions, Best Practice for Non-material Budget Revisions.

343 See the UQD register user guidance.

344 Only required for Additional Funding Revisions.

345 Not required if extensions are fully funded from uncommitted funds from the current IP.

346 Only applicable to Administrative Revisions triggered by administrative changes to the Grant Funds.

¢} THE GLOBAL FUND Page 101 of 216



/ﬂ\ Grant Life Cycle Funding Request & Grant-making Grant Implementation Throughout the Cycle

Grant Deliverable

End-date and Additional Funding
& Funding Reduction / Transfer

Programmatic

Budget

Administrative

Focused

HI / Core AT Li Le

HI/
Core

Focused

AT

Li

Le

HI/
Core

Focused

A

T

Li

Le

HI/
Core

Focused
A|T|Li|Le

Formalize

Revised Grant Confirmation Table34’

R

R348

Implementation Letter (IL), including:
-Amended Grant Confirmation Table, if
applicable

-Updated Total IP Budget or Baseline Budget,
if applicable

-Revised Performance Framework, if
applicable

349 350
R b

Level of requirements:
R Required
BP Best Practice
- Not required

347 The amended Grant Confirmation Table must include the updated Grant Purchase Order amount, as validated by the Finance or PST Specialist (Focused).

348 Only applicable to Administrative Revisions triggered by changes to Grant Entity Data that impact the contents of the Grant Confirmation Table.

349 For IP shortenings, a Notification Letter from the Global Fund is sufficient if issued in accordance with the terms of the Grant Agreement. Please consult with CT Legal Counsel.
350 For Global Fund-initiated Funding Reduction / Transfer revisions, the CT consults with CT Legal Counsel to determine whether a Notification Letter can be issued instead of an Implementation Letter.
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Annex 2. lllustration of Extension Scenarios
Scenario 1: Uncommuitted funds as of the IP end-date
are sufficient to fully cover the extension period budget

Allocation Utilization Period of 3 years
Implementation Period 1

Uieed Furics. UEIIOM Funds: USS10M USDS1OM Wxlsmenbeicnrsiod  Gmivoe)

Board Approved Funds: US$100M

Uses funds and time from next
allocation period, but proposed
Extension penod budget is egual to or
less than the uncommitted funds
approved by the Board for the cumrent
Implementation Pertiod
Scenario 2: Uncommitted funds as of the IP end-date
are insufficient to fully cover the extension penod budget

Allocation Utilization Period of 3 years
Implementation Period 1 ‘

Uncommitted .
Used Funds: USSS5M Sunds. USDS10M Implementation Period 2 (reduced)

Board Approved Funds: US$100M

Uses funds and time from next allocation
penod, but proposed Extension period
budget is more than the uncommitted

funds approved by the Board for the
current Implementation Period

Annex 3. Equivalent Months of Additional Funding - Calculation

Equivalent months of additional funding

Cumulative additional funding Cumulative number of months of
requested extension requests
(as % of extension period budget)

v

—} If > 6, then Board approval required
- If < or equal to 6, then GAC approval
required
() THE GLOBAL FUND
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C THE
J GLOBAL
FUND Operational Policy Note
Pooled Procurement Mechanism
Approved on 4 October 2023; Updated 5 November 2025
Approved by Executive Grant Management Committee
Process Owner Supply Operations Department

Process metrics for the OPN on the Pooled Procurement Mechanism
Principal Recipients (PRs) and Country Teams (CTs) are expected to meet the following metrics:

1. PR places Purchase Requisitions according to the timeline specified in the prevailing Category
Product Level Procurement and Delivery Planning Guide

2. PR places Purchase Requisitions for health and non-health products listed in the wambo.org online
catalog with no free text items included

3. (If applicable) PR and CT ensure that PPM procurement transaction delays resulting from ongoing
grant revisions do not exceed 14 days.

4. PR provides Confirmation of Receipt for delivery of goods or services within the timeline specified in
the PSA or UN Partner organization terms and conditions

5. PR reviews the Invoice Summary Statement in wambo.org within 14 days of receipt

5. The Global Fund’s Pooled Procurement Mechanism (PPM) is a key tool used to drive equitable access
to quality-assured health products, equipment and other non-health products and services in support
of the Global Fund Strategy. Wambo.org is a digital online procurement platform that facilitates the
order management of Global Fund pooled procurement transactions from requisition to delivery. PPM
enables the Global Fund Secretariat to aggregate order volumes from participating Principal Recipients
(PR)%" to leverage the Global Fund’s market spend aiming to:

a. secure quality-assured products;

b. obtain better value for money?3%? through optimal sustainable pricing and delivery conditions;

c. reduce lead times for critical health products by engaging with manufacturers using framework
contracts; and

d. contribute to sustainable markets for core products as defined in paragraph 4 (i) below.

6. The framework below provides a summary overview of the PPM process.

T Sl Grant implementation P
Request making Closure
@ PPM Order
PPM Registration Funding for Request, Approval

PPM and Delivery

PPM Payments and Reporting

351 Unless otherwise defined, all capitalized terms used in this Operational Policy Note shall have the same meaning as set forth in the Global
Fund Grant Regulations available at Governance & Policies.
352 Value for money as defined under the Global Fund Procurement Policy as amended from time to time.
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7. This Operational Policy Note (OPN) defines the rules and requirements for implementation of PPM.
Detailed procedural guidance to implement these rules are provided in the Pooled Procurement
Mechanism Operational Procedures.

Eligible Health Products

8. Health products (and associated Procurement and Supply Management (PSM) costs) that may be
procured by PRs through the PPM are categorized as PPM core or non-core products. The list, which
may be updated from time to time, is as follows:

i. Core products: antiretrovirals (ARVs); HIV rapid diagnostic tests (HIV RDTs); and viral load tests;
Artemisinin-based combination therapy (ACTs); long-lasting insecticide treated nets (LLINs); anti-
malarial pharmaceutical products (other than ACTs); and malaria rapid diagnostic tests (malaria
RDTs).

ii. Non-core products: drugs for opportunistic infections and sexually transmitted infections; other
diagnostic products and laboratory supplies; post-exposure prophylaxis kits; condoms; insecticides
for indoor residual spraying (IRS) and related equipment/consumables; and other products and
PSM costs®®? agreed with the Procurement Transaction Management Team.

Procurement Services Agents and Suppliers

9. Through the PPM, PRs procure eligible health products using the services of Procurement Services

Agents (PSAs). PSAs are external service providers contracted by the Global Fund to perform
procurement and delivery services on behalf of PPM-participating PRs, including order and logistics
management, while ensuring quality assurance and timely deliveries.
The selection of PSAs is done by the Global Fund through a competitive process, and their
performance is managed through long-term performance-based agreements.3** The Global Fund
facilitates the procurement of such eligible health products. However, the Global Fund is not a party to
the procurement contract (Purchase Order), which is exclusively concluded between the PR and the
PSA.

10. As part of the PPM, the Global Fund also manages the selection of suppliers for certain core products.
Supplier performance is managed by the Global Fund through long-term performance-based
agreements which are signed according to the Global Fund Delegations of Signature Authority (which
may be amended from time to time). Supplier-specific prices negotiated by the Direct Sourcing Team
for health products are uploaded onto the wambo.org platform and are updated from time to time.

11. PRs may wish, on a voluntary basis, to take advantage of the benefits (e.g., reliable delivery) and
negotiated PPM prices which may provide better value for money. In the event that a PR does not
volunteer, the Country Team (CT) may require a PR to use this mechanism for some or all Global
Fund-financed health products as a risk-mitigating measure where the PR or the designated
procurement entity has demonstrated inadequate capacity to procure health products effectively and
efficiently. At its own discretion, the Global Fund may for any PR, regardless of their participation in
PPM, limit health product budgets to the negotiated PPM unit prices to ensure that the Global Fund
will not pay for health products purchased by non-PPM participating PRs more than the PPM
negotiated prices for similar commodities3%°.

PPM participation will be evaluated by Supply Operations in consultation with CTs and other relevant
stakeholders based on assessment of factors such as risk, cost-effectiveness, efficiency, the type and
volume of products or services including compliance and long-term sustainability to ensure delivery of
optimal value and strategic alignment with organizational objectives.

353 Only logistic costs ancillary to the delivery of products.

354 For certain product categories, the Global Fund may use partner organizations, acting as agents of the PRs.

355 Reference prices per product category are updated from time to time and are available at: https://www.theglobalfund.org/en/sourcing-
management/health-products/.
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12. To participate in PPM, PRs must comply with defined PPM registration requirements. A registration
application may be submitted and processed at any time during grant-making or implementation.

13. Participation in PPM s, in principle, for the duration of the grants managed by the same PR.
Registration remains effective until they cease to be PR or the PR’s participation in PPM ends. The
PR’s participation in PPM may be ended through written notice only, at least ninety (90) calendar days
prior to the desired end date.3%¢

14. Only PPM-registered PRs are allowed to use PPM, including the Rapid Supply Mechanism (RSM).

15. PPM-related funding is committed outside of the grant-based annual funding decision process. From
the grant signed amount, Grant Funds are earmarked for PPM orders directly in Global Fund systems
by setting the PPM ceiling amount, which, for orders processed through wambo.org, is automatically
interfaced with wambo.org.

16. The PPM ceiling amount is based on the approved Budget (aligned with the Health Product
Management Template (HPMT) requirements as described in the OPN on Make approve and Sign
Grant), after grant signature for PPM-related procurement for the grant implementation period (i.e.,
cumulative 3-year ceiling). It can be adjusted (increased or decreased) as needed during grant
implementation based on approved changes to the budget. Only the unutilized PPM ceiling can be
reduced (i.e., the amount that has not been committed for specific orders). Such reduction shall be
processed only if the unutilized PPM ceiling will no longer be required for existing or future PPM orders.

17. The sum of all Grant Funds committed through annual funding decisions and wambo.org orders, for
the full implementation period and closure period of a grant must not exceed the total Grant Funds
amount (including C19RM where relevant) as it appears in the relevant Grant Agreement.

18. PPM Purchase Requisitions are raised electronically through the wambo.org platform.

19. A request for procurement is only initiated by the PR and only validated by the CT and the Procurement
Transaction Management (PtM) Team after grant signing if:

a. PR registration to participate in PPM has been completed;

b. The quantification and budget have been approved by the Global Fund (e.g., as per the Health
Product Management Template or assumptions informing health product budgeting);

c. Grant Funds are available in accordance with the signed Grant Agreement and the associated
approved Budget; and

d. All relevant grant requirements for the procurement have been fulfilled or otherwise waived or
postponed.3%”

20. PPM Purchase Requisitions shall include a need by delivery date. To achieve better value for money
and timely delivery of products under PPM, PRs must place orders taking into account a minimum
procurement lead time as defined in the Category and Product-level Procurement and Delivery
Planning Guide (as amended from time to time). If the requested lead time is below the defined
minimum lead time, additional costs may be incurred by using air freight instead of the standard sea
freight.

As much as possible, order(s) for goods or services must be placed with adequate consideration for
relevant lead times? to ensure delivery of goods or services occurs before the end of the Allocation
Utilization Period in accordance with the Guidelines for Grant Budgeting. The Global Fund reserves
the right to reject orders that are placed without due consideration of applicable lead times.

3% The end of participation in PPM would apply to new Price Quotations not yet approved; any Price Quotations approved by the PR prior to the
desired end date would be fulfilled as per contractual agreements triggered by PR approval of the Price Quotation.

%7 In accordance with the OPN Oversee Implementation and Monitor Performance or future OPN providing guidance on management of
requirements.

358 Category and Product-level Procurement and Delivery Planning Guide (as amended from time to time)
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PPM procurement planning must also take into account ongoing grant revisions that involve changes
to the grant purchase order. In such cases, the PR may submit a purchase requisition, however, the
procurement purchase order cannot be released to the PSA until the grant purchase order is approved
in Global Fund systems. Hence, to avoid delays in PPM transactions, the PR and CT need to ensure
that purchase requisitions are fully approved and finalized before (a) the Grant Signing Calculator is
approved, and (b) revising the grant purchase order, as needed3%.

21. When the order request is submitted less than three months from the expected delivery date, the PtM

Team may recommend the use of the RSM. The RSM is an approach that has been agreed with
selected suppliers to help mitigate against the risk of stock-outs of certain health products.
Through agreements with selected suppliers, suppliers implement Vendor Managed Inventory (VMI)
of certain health products to permit increased responsiveness and reduced delivery times compared
to the standard order process. Through the RSM, certain health products can be delivered to the port
of entry within four to six weeks from order approval.

Products available through the RSM include select anti-retroviral medicines and antimalarial medicines
through VMI. This product selection may be reviewed from time to time and amended as deemed
necessary by the Direct Sourcing Team.

22. All order requests®? are submitted and planned as per standard lead times to ensure that final
deliveries take place no later than the implementation period end date stipulated in the Grant
Agreement. In certain instances, deliveries may span between two implementation periods, in which
case relevant guidance should be consulted.3¢’

23. Following review and approval of Purchase Requisition as per PPM Operational Procedures, a Price
Quotation is submitted to the PR for electronic approval in wambo.org. Where electronic approvals are
not recognized under applicable national laws, the PR submits a manually signed Price Quotation. If
signed manually, PR is responsible for verifying signatures and uploading the signed Price Quotation
and any required documents in wambo.org.

The Price Quotation is based on cost estimates, and may include a buffer amount, which can be used
for potential increases in cost during the procurement cycle such as freight, quality assurance,
insurance, currency fluctuations etc., or during the financial reconciliation of cost estimates to actuals.
Any Unplanned Costs as defined in the PPM Operational Procedures are managed through an Incident
Management process, subject to treatment of non-compliant expenditures under the Grant Agreement.
The buffer, if any, is set as described in the PSA’s terms and conditions3¢2. Following electronic
approval and, if applicable, manual signature by the PR of the Price Quotation and the Global Fund’s
review and clearance process, a Purchase Order is issued on wambo.org, which becomes the legally
binding agreement between the PSA and the PR. The PR will enter into separate agreements with the
relevant PSA for each procurement transaction undertaken through wambo.org and, therefore agrees
to comply with the respective terms and conditions.

24. Approval limits for purposes of PPM Purchase Orders, including RSM orders, issued to PSAs are
broken down into two categories (as outlined in the table below):

APPROVAL AUTHORITY
Up to (and including) US$10 million Above US$10 million
E]IZII\Jd?nurCIQZS% ngerls, Manager, Global Sourcing, Supply Senior Manager, Direct Sourcing,
g hap bRy Operations Department Supply Operations Department

Mechanism orders

25. The issuance of a PPM Purchase Order on wambo.org triggers grant liability recognition in the
accounts of the Global Fund. Once committed, PPM funds will no longer be available for other
purposes (e.g., disbursement to the PR or third parties) until the order is finalized and all payments for

359 See OPN on Revise Grants

360 An order request on the wambo.org platform is called a Purchase Requisition.
361See Guidelines for Grant Budgeting

362Terms and Conditions
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the relevant PPM Purchase Order are made to the PSA. The PR will be notified of every PPM-related
commitment made.

26. Under certain circumstances, a Price Quotation for a previously approved order may need to be
updated. For Material Changes (as defined in the PPM Operational Procedures), an updated Price
Quotation will be issued to the PR for electronic approval and, if applicable, manual signature. For
Non-material Changes, Unplanned Costs and Cancellation Costs (as defined in the PPM Operational
Procedures), the PR will be notified of the changes.

27. PSAs are responsible for issuing Purchase Orders (or their equivalent) and other requested information
to suppliers and logistics providers for the fulfilment of PPM Purchase Orders and delivery of the health
products to the PR. PSAs are also responsible for ensuring that health products meet the quality
standards of the Global Fund.383

28. PRs are responsible for ensuring appropriate waivers, exceptions and exemptions (e.g., product
registration, import duty, tax exemptions, etc.) are obtained when required, and for facilitating the
import process locally. Upon delivery, in accordance with the specified Incoterm, PRs must verify that
the goods or services (including specifications, quantities) match those in the wambo.org electronic
Purchase Order. After verification, PRs must issue a Confirmation of Receipt for each delivery. This
may be submitted via email to PSA, directly through PSA portal electronically, or other agreed
communication method between PR and PSA. If any discrepancies are identified during the verification
process, PR must report these to the relevant PSA within the timeframe specified in the PSA’s terms
and conditions.

29. Payments to PSAs for the procurement and delivery of health products and their services under the
PPM shall be made from available Grant Funds of PPM-participating PRs.?%* Payments are made to
PSAs by the Global Fund on behalf of PRs upon approval of invoices in accordance with the payment
terms stipulated in their respective agreements. All payments made will be charged as disbursements
under the respective grants, and the PR will be informed of every PPM-related disbursement made.

30. For the purposes of procurement management, planning and performance, the PSAs will send to the
Global Fund comprehensive reports capturing required financial and operational details on a regular
basis as agreed with the Global Fund. Reports received from PSAs feed into Global Fund
organizational reporting.

31. PPM Purchase Orders are closed after products have been received by the PR and all PSA payments
have been made. As described in the PPM Operational Procedures, Confirmation of Receipt of
products is made by the PR to the PSA within the timeline specified in the PSA’s terms and conditions
for the order, after which time the products are considered received.

Once all payments have been made to the PSA, an Invoice Summary Statement is issued to the PR,
who is granted fourteen (14) calendar days within which to review and to object, or approve the
statement.®%° The Invoice Summary Statement details the actual costs incurred, and if applicable, any
unutilized Grant Funds relating to the procurement transaction are de-committed to the PPM ceiling.
In case of no response within fourteen (14) calendar days, the Invoice Summary Statement is
automatically approved in wambo.org on behalf of the PR3, and the Purchase Order is closed.

363 See Quality Assurance Policy for Pharmaceutical Products; Quality Assurance Policy for Medical Devices (including In Vitro Diagnostics) and
Core Personal Protective Equipment; Quality Assurance Policy for Vector Control Products and Related Equipment

364 If a grant is suspended or terminated, no disbursements shall be made without due consideration and relevant authorization in accordance
with Global Fund policies and procedures relating to the suspension and termination of grants.

365 PSA accountabilities are captured in the PSA terms and conditions available at https://wambo.azurewebsites.net/user/nome/terms-

conditions.

366 A non-response by the PR after 14 days will be considered concurrence with the Invoice Summary Statement, in which case the system will
automatically approve the Invoice Summary Statement on behalf of the PR.
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Note that the requirements are applicable for each portfolio category (High Impact, Core and Focused)
and for Focused portfolio management models (Aligned, Targeted, Light, Legacy) for country and
Multicountry portfolios.

Requirement by
Portfolio Category
HiI & | Focused

Core <|—33

Outputs per Sub-process

A. Register in PPM
PR Registration Approved
B. Earmark funds for PPM
PPM Ceiling Increased or Decreased

C. Submit, approve and deliver PPM orders

Purchase Requisition approved

Price Quotation approved

Purchase Order approved and Grant Funds are committed R R
Import waivers (e.g. product registration, import duty, and tax exemptions etc) completed
Products picked up from supplier and delivered to PR

Delivery confirmed by PR

D. Process PPM payments in wambo.org

PSA invoices and payments approved and processed

Report on PPM transactions in wambo.org

Grant Account Statement(s) issued to PR

Level of Requirements

R Required
Notes

A Aligned
T Targeted
Li Light

Le Legacy
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1. Confirmation of Receipt: An acknowledgement issued by the PR to the PSA, verifying that the goods
or services delivered have been reconciled to the specifications, quantities, outlined in the wambo.org
electronic Purchase Order. Any discrepancies must be reported to the PSA within the timelines
specified in the PSA terms and conditions.

2. Health Product Management Template (HPMT): A grant document that captures key information
pertaining to the procurement and supply management of health products funded by the grant. HPMT
is the source document which is used — once it has been approved — to populate the Budget Template
(DB). 37 This is required for grants in Core and High Impact portfolios.

3. Purchase Requisition: A procurement request submitted by the PR to the Procurement Services
Agent containing product information, quantities, requested delivery date, ship-to address, consignee,
Incoterm and special requests, if any.

4. Price Quotation: A legally binding offer issued by the PSA to the PR to supply and deliver products
or services in accordance with the terms set out therein, specifying the Incoterm applicable to the order.
The Price Quotation may either be approved electronically in wambo.org or manually signed and
uploaded to wambo.org, in compliance with PR applicable national laws or other regulations.

5. Purchase Order: The legally binding agreement between the PSA3%8 and the PR, is an electronic
Purchase Order (ePO) issued through wambo.org resulting from the approved Price Quotation and
following the completion of the Global Fund’s review and clearance process. If there are changes to
the originally approved Price Quotation, a revised ePO will be issued to reflect these changes, as
described in the PPM Operational Procedures.

6. wambo.org: The electronic purchasing platform through which PPM transactions are processed. More
information is available at https://www.theglobalfund.org/en/sourcing-management/procurement-tools/

7. Invoice Summary Statement: A final statement summarizing all invoices issued through wambo.org
detailing actual costs and expenses incurred relating to the procurement after all payments to the PSA
have been processed for a Purchase Order.

8. Incident: An event where a shipment deviates in any way from the scheduled service, including, but
not limited to, a shipments’ temperature excursion, routing changes and/or service level changes. Such
situations may lead to Unplanned Costs.3¢°

9. Unplanned Costs: As defined in the PPM Operational Procedures.

37 See User Guidelines for Health Product Management Template

368 The Purchase Order issued through wambo.org incorporates the PSA terms and conditions

369 Quallity-related incidents are handled by Supply Operations Quality Assurance and Compliance (QAC) Team as per Global Fund Procedure
and Guidance document and must be reported to healthproductqualityassurance@theglobalfund.org using the forms available on the Quality
Assurance page of the Global Fund website, located under the related resources for the respective product categories: medicines, vector control
products, in vitro diagnostics; and medical devices and core personal protective equipment
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Approved by Executive Grant Management Committee
Process Owner Access to Funding Department

Process Metrics for Portfolio Optimization

Secretariat and Principal Recipients (PRs) are expected to meet the following Performance &
Accountability (P&A) metric:

At least 70% of Audit and Finance Committee (AFC) approved Portfolio Optimization (PO) funding
integrated into grants within seven calendar months after AFC decision.

With the following in-process targets:

1. For Secretariat: At least 80% of AFC-approved PO funding awarded within three calendar months
of AFC decision (GAC award communicated to the Country Teams).

2. For Country Teams (CTs) and Principial Recipients (PRs): At least 80% of PO-related additional
funding revisions initiated within 1 month of GAC award and completed within 3 months after
initiation in the Global Fund systems, in line with the OPN on Revise Grants.

Process Objectives

1. Portfolio Optimization is the Global Fund’s method for reallocating unused grant funds to areas where
they can be invested to achieve greater impact. This allows the Secretariat to be flexible during an
allocation period, ensuring that funds are utilized effectively and efficiently to deliver the best results
and high absorption.

2. PO refers to the process of investing available sources of funds?®’° towards registered, prioritized and
costed areas of need, i.e., items on the Unfunded Quality Demand (UQD) register3"".

3. Figure 1 below describes the phases and sub-processes of Portfolio Optimization.

370 Refers to funds confirmed by the Global Fund Audit and Finance Committee as available for optimizing the global grant portfolio.

37" The Technical Review Panel reviews Prioritized Above Allocation Requests (PAAR) submitted by countries, and recommends strategically
focused and technically sound interventions as quality demand, which are then registered as UQD to be funded should additional resources
become available.
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I. PO award
integration into
grants is finalized
upon Board
approval and
completion of
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Throughout the Cycle

interventions, if
applicable.

G. Secretariat
communicates to
countries GAC
decision on PO
awards.

J. Monitoring, Leamning and Reporting

Operational Policy

1. The Portfolio Optimization process is governed by the Prioritization Framework approved by the Global
Fund Strategy Committee®”2. The Prioritization Framework, supplemented by this Operational Policy
Note and the Operational Procedures, defines the guiding principles and requirements on Portfolio
Optimization.

2. The OPN applies to country and multicountry portfolios and grants unless otherwise specified in the
dedicated multicountry section below. Annex 1 provides a summary of the Portfolio Optimization
deliverables and how they apply to each portfolio category.

3. Country components can be eligible for multiple instances of PO funding in the same grant cycle.
PREPARE
A. AFC confirms funding available for PO.

4. The Audit and Finance Committee (AFC) decides on the amount of funding available for PO based on
the Asset and Liability Management (ALM)372 profile of the portfolio. This is triggered by:

i The AFC’s regular review of ALM informed by Finance; and

ii. Demand-shaping analysis. The Access to Funding (A2F) Department, in consultation with
relevant stakeholders®™4, undertakes an analysis to identify key prioritized needs and/or
strategic/thematic investment opportunities. Typically, this is based on, but not limited to, the
existing UQD register and unfunded needs identified during the grant-making process. Grant
Management Division (GMD) senior management via Regional Managers (RMs) / Department

372 Prioritization Framework... - summary

37 The mechanism for matching notional Sources and Uses of Fund on an aggregated portfolio basis for an Allocation Perion, as defined in
Comprehensive and Funding Policy (CFP). The process covers at least five years, from first pledge to final administrative closeout of the last grant
in an allocation period and includes decision making on initial sources of funds and ongoing available funds.

374 Refer to the Operational Procedures on Portfolio Optimization.
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Heads (DHSs) is consulted on critical gaps and potential investments opportunities at the portfolio
level. As part of this process, the timing of the needs is identified so that the AFC can have an
overview of the investment landscape as part of its decision-making process.

B. Access to Funding Department launches PO wave.

5. Following the AFC decision, the A2F Department seeks GAC steer to ensure efficient prioritization of
available funds and accelerate discussions at the prioritization and the GAC Award stage (section E).
The strategic guidance can identify funding priorities or refine investment criteria based on the
Prioritization Framework principles. GAC’s guidance is informed by the initial demand shaping analysis
if available prior to AFC decision.

6. The GAC may also identify priority thematic investments (e.g. portfolios with gaps in Malaria Insecticide
Treated Nets campaigns) and allocate a portion of AFC-determined funds to these investments. These
investments are likely to be eligible for the expedited revision process (refer to section H below).

7. Following AFC decision and GAC steer, an internal guidance is shared with Country Teams capturing
the focus areas and specific timelines of the PO wave. The prioritization of interventions may begin
before the AFC decision, in anticipation of available funds, as a way of expediting the funding of time-
sensitive programmatic gaps.

8. PO wave timelines are set in line with the target of at least 80% of AFC-approved additional funding
being awarded within 3 months of AFC decision, unless a specific steer is given from the GAC to
balance other factors (e.g. other organizational priorities or potential changes in the risk profile of the
portfolio).

9. CTs and PRs must ensure that grants maximize the absorption of existing funds before new funds are
added to a grant via PO. Known and expected grant savings must be fully utilized and/or reinvested
before additional funding is requested.

10. PO funds not integrated into grants during the PO wave can be utilized in subsequent PO waves. In
consultation with GAC, A2F can launch subsequent PO waves when critical unfunded needs arise
(e.g. informed by ‘Demand shaping’ exercise), provided there is enough time for implementation and
absorption of the additional PO funds.

PRIORITIZE

11. Prioritization criteria: the overarching principles and criteria set out in the Prioritization Framework37°
form the basis of the PO prioritization process.

12. Two-stage prioritization process: The prioritization of investments for PO and financing items on the
UQD register is conducted in two stages as detailed in the Prioritization Framework.

C. Secretariat pre-screens UQD register to identify programs that satisfy pre-
conditions for PO funding (Stage 1).

13. In order to focus organizational efforts on the cases with the greatest likelihood of impact and with high
absorptive capacity, the A2F Department pre-screens the UQD register against the following:
a. Pre-conditions to receive additional funds, such as:

i. The extent to which a country is at risk of not meeting its co-financing requirements based on
availability of data;

ii. Whether there are existing OIG related recoveries; and
iii. Potential for increased absorption of additional investments, and

b. Additional contextual considerations (e.g. grant performance rating, implementation timelines,
allocation trajectory, disease burden, income level).

375 Prioritization Framework... - summary
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14. In cases with low absorptive capacity, countries are first encouraged to reinvest unutilized funds within
their grants®”®. The Secretariat retains the flexibility to consider PO funding for countries with
inadequate performance and/or absorption where the proposed interventions would be high impact
and there is potential to absorb additional investments.

15. The UQD register is then updated and interventions funded by other sources are removed, allowing
PO funding to support the remaining interventions in the UQD register.

16. Additional critical unfunded needs that are not on the UQD register are flagged by Secretariat to be
considered for PO funding. The same pre-conditions specified above shall apply to these needs as
well.

D. Secretariat reviews UQD register to prioritize interventions for PO funding
(Stage 2).

17. The Secretariat reviews the updated UQD register to prioritize interventions for PO funding based on:

a. The strategic priorities set by GAC at the start of the PO wave and the key overarching principles
and prioritization criteria set out in the Prioritization Framework?®7”.

b. Available resources, and levels of funding required for the remaining period of the existing grants
(e.g. giving more weight to grants that are nearing the end of their implementation period with the
capacity to absorb additional funding, whether a country can self-fund the proposed interventions
and/or a country’s ability to reinvest existing, unutilized grant funds to prioritize the most critical
and urgent needs).

18. The initial list of prioritized interventions for consideration for PO funding is prepared by Technical
Advisors, in consultation with relevant stakeholders, based on the above criteria.

19. CTs validate the proposed prioritization of interventions for their respective portfolios and/or propose
adjustments considering potential for impact, continued need and contextual factors including, but not
limited to, programmatic need, implementation capacity and shifts in the funding landscape. This may
include proposing interventions not included on the UQD register. RM/DHs review the proposed
outcome, which ultimately forms a basis for the consolidated list of high impact proposals for PO award.

20. CTs prepare the Investment Cases for the prioritized interventions on the consolidated list of high
impact proposals, which clearly articulate to GAC the strategic rationale for making additional awards
with specific reference to PO pre-conditions and criteria in the Prioritization Framework.

21. A2F Department, in consultation with Finance and Health Finance departments, reviews the
Investment Cases against the same pre-conditions defined at paragraph 13 above.

22. The Investment Cases are subsequently reviewed by pre-GAC members, followed by GAC review.

23. As part of the Internal Review and Validation meeting, the GAC:

e Reviews the prioritized interventions and the consolidated list of high impact proposals, as
identified and proposed by the Secretariat.

e Considers inputs from across the Secretariat to validate and strengthen rationale.
e Advises on strategic and operational considerations and the need for operational flexibility.

e May identify, in collaborations with TAP/CRG and RM/DHs, “high likelihood” portfolios to receive
PO award that can opt-in for expedited grant revision (e.g. certain urgent critical needs, thematic
priority areas)

24. Depending on the wave context and the level of complexity, the Internal Review and Validation meeting
can occur at the same time of the Award meeting.

AWARD

376 See OPN on Revise Grants
377 Prioritization Framework... - summary
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E. GAC reviews and decides on PO awards subject to: (i) TRP review (for
approved interventions not on the UQD register), and (ii) grant revision
approval.

25. GAC reviews the prioritized interventions and high impact proposals and decides on PO awards in
principle, based on the criteria set out in the Prioritization Framework. GAC’s decision on PO awards
is subject to: (i) TRP review of interventions not previously on the UQD register, and (ii) Board approval
of the Additional Funding Revision to integrate the relevant PO award into grants. GAC can also
provide additional steer for awards execution as relevant.

26. GAC’s decision falls within the following categories:

a. Immediate award: an upper ceiling for interventions based on available funding; funding is
earmarked at the time of the GAC meeting.

b. In-principle endorsement & award later: interventions for future awards if funding becomes
available (in-principle endorsement) or for reprioritization at a following opportunity (award later).
These interventions will have priority in the future if the funding becomes available.

c. Partial immediate award: an upper ceiling to fund part of the intervention, while the remaining
part can be covered by in-country optimization if low absorption is reported.

d. In-country optimization: interventions recommended to be covered by savings from existing
grant funds from a country component®78,

27. Recoveries conditions are included in the decision confirmation in line with the Recoveries Committee
guidance as applicable and unless otherwise recommended by the Recoveries Committee. For
Multicounty grants, the total recoveries amount should be included, even if the award is for a specific
country within the grant.

28. GAC Partners are consulted on PO awards recommendation either during the Award stage or during
grant revision.

F. TRP reviews awarded interventions, if applicable.

29. TRP review is required of the updated PAAR3® for awarded interventions:
a. not previously included in the UQD register, or
b. with the amounts 30% above the initial PAAR

30. If TRP does not recommend the updated PAAR, the PO award cannot be integrated into a grant and
the PO funds remain in the pool for future PO waves.

G. Secretariat communicates to countries GAC decision on PO awards.

31. Following GAC decision on PO awards, a Notification Letter is issued to countries which includes:
a. details of the GAC’s decision, and
b. required grant revision timelines.

INTEGRATE

H. GAC reviews and recommends the grant revision to the Board.

32. Countries that have been awarded PO in principle by GAC are required to prepare and finalize the
Additional Funding Revision documents to integrate the award into grants.

33. During the grant revision process, savings may be identified to cover the PO award in full or in part. In
cases where savings can cover a portion or the totality of the prioritized interventions, and
corresponding additional funds are not needed, the funds are returned to the PO pool and made

378 See OPN on Revise Grants.
379 See Operational Procedures, Design and Review Funding Requests

(¢} THE GLOBAL FUND Page 115 of 216


https://www.theglobalfund.org/media/13718/gmd_revise-grants_opn_en.pdf
https://www.theglobalfund.org/media/13683/gmd_design-review-funding-requests_op_en.pdf

/ﬂ\ Grant Life Cycle Funding Request & Grant-making Grant Implementation Throughout the Cycle

available for further investment as applicable (e.g., for awards for “in principle” or “award later” business
cases).

34. All PO-related Additional Funding Revisions require Board approval with GAC recommendation.

35. The GAC decision on total PO awards associated with a wave is communicated to the Board, together
with the first Additional Funding Revision to incorporate the PO award associated with the wave. The
report to the Board includes the overall final amount that was awarded and an overview of the
prioritization process that was undertaken in line with the Prioritization Framework.

36. Once the Additional Funding Revision is recommended by the GAC to the Board, it is possible to
already initiate the Implementation Letter signature process3®, unless otherwise indicated by the GAC.

37. It is possible to initiate advance procurements through and outside PPM ahead of Board approval of
the PO Additional Funding Revision, provided the pre-conditions for advance procurement set out in
the OPNs on Pooled Procurement Mechanism3#' and Revise Grants are met, respectively.

38. Certain portfolios may be eligible for an expedited grant revision process if they were selected as ‘high
likelihood’ PO award candidates by GAC. Country Teams that opt for an expedited grant revision
process must prepare the required grant revision documents in advance of the GAC Award meeting
(see section E) and in these cases, GAC will simultaneously: (i) approve the PO award in principle,
and (ii) recommend the Additional Funding Revisions to the Board for approval. However, Country
Teams must consider the risk that if GAC does not approve a PO award, additional work required by
the Country Team to prepare the grant revision documents will be rendered null.

39.The expedited grant revision is completely optional, and its purpose is to facilitate timely integration of
awards into grants for the most urgent cases responding to critical gaps, with a high likelihood of PO
funds being awarded by the GAC. This avoids portfolios returning to the GAC for separate
review/approval of the grant revision.

I. PO award integration into grants is finalized upon Board approval and
completion of grant revision.

Additional funding revisions triggered by PO follow the process described in the OPN382 and Operational
Procedures on Revise Grants383,

Specific Multicountry Considerations

40. Multicountry grants eligible for PO funding refer to:

a. grants financed through pooled country allocations (e.g., Multicountry Western Pacific and
Multicountry Caribbean); and
b. regional grants financed through a combination of pooled country allocations and Catalytic
Investments (e.g., the Regional Artemisinin-resistance Initiative (RAI)).
41. Multicountry regional grants financed solely through the Catalytic Investments - Multicountry Modality
are not eligible for PO funding.

Associated Decisions and Operational Policies:

e Prioritization Framework for Funds that Become Available for Portfolio Optimization and
Financing Unfunded Quality Demand

OPN on Revise Grants

Operational Procedures on Revise Grants

OPN on Pooled Procurement Mechanism

Operational Procedures, Design and Review Funding Requests

Operational Procedures on Portfolio Optimization

380 See OPN on Revise Grants.

381 See OPN on Pooled Procurement Mechanism
382 See OPN on Revise Grants

383 See OP on Revise Grants
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The table below defines the differentiated Portfolio Optimization requirements for each portfolio category
(High Impact, Core and Focused).

Requirement by
Portfolio Optimization Deliverables Portfolio Category

HI& Core | Focused

Prepare

A. AFC confirms funding available for PO.

B. Access to Funding Department launches PO wave.

Prioritize

C. Secretariat pre-screens UQD register to identify programs that satisfy pre-conditions for PO funding, as set in
the ‘Prioritization Framework’ (Stage 1),

List of critical unfunded needs not on the UQD register. R R
Updated UQD register. R R
D. Secretariat reviews the UQD register to prioritize interventions for PO funding (Stage 2)

Validated list of prioritized interventions for PO funding. R R
Investment Cases. R R
Award

E. GAC reviews and decides on PO awards subject to: (i) TRP review (for approved interventions not on the UQD
register), and (ii) grant revision approval.

F. TRP reviews awarded interventions (if applicable3*)
Updated PAAR. R R

G. Secretariat communicates to countries GAC decision on PO awards

Notification Letter sent to the country. R R
Integrate

H. GAC reviews and recommends the grant revision to the Board.

Grant revision documents prepared and finalized. R R
I. PO award integration into grants is finalized upon Board approval and completion of grant revision
Signed Implementation Letter. R R
Updated Grant Purchase Order approved and Additional Funding Revision R R
registered.

* R = Required; BP = Best Practice; - = Not required

384 For GAC-approved interventions that are not on the UQD register.
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( THE
") BN
Operational Policy Note
Supplier Misconduct
Issued on 11 June 2014
Purpose Guidance to the Secretariat in Responding to Supplier Misconduct

1. The major area in which Global Fund grant resources are expended is procurement. Consequently, it
is essential for the Global Fund to enforce the accountability of suppliers and grant recipients in
maintaining the integrity of Global Fund-supported grant operations.

2. The Global Fund’s Code of Conduct for Suppliers (the “Supplier Code of Conduct”) describes supplier
obligations in this regard and requires Suppliers to inform the Global Fund of any integrity concerns
involving or affecting Global Fund resources of which they have knowledge. It also emphasizes the
critical role of grant recipients in communicating and ensuring that all suppliers of goods and services
to the Global Fund or to the activities it finances, including bidders, suppliers, agents, intermediaries,
consultants and contractors and representatives of each of the above (each referred to herein as a
“Supplier” and collectively as the “Suppliers”)®s comply with their obligations and in implementing
immediate actions where there are cases of non-compliance. Principal Recipients must also inform
the Global Fund about cases of procurement irregularities or other corruption in accordance with their
grant agreements.

3. This Operational Policy Note guides the Secretariat in responding, in connection with grant
implementation, to instances of non-compliance with the Supplier Code of Conduct and other events
concerning suppliers that may place the resources and reputation of the Global Fund at risk. Through
the application of a consistent set of procedures, the Global Fund can fairly, consistently and
appropriately address any corrupt, fraudulent, collusive, anti-competitive or coercive practices
involving Suppliers under Global Fund programs.

Sanctionable Activities

4. The Global Fund may sanction a Supplier or its successor in order to protect the interests, resources
and reputation of the Global Fund, including in situations where the Global Fund determines that the
Supplier has breached the Supplier Code of Conduct.

5. Activities which constitute supplier misconduct can take many different forms. Potential circumstances
that may lead to the Global Fund initiating its sanctions process, which may then result in the imposition
of sanctions upon a Supplier or its successor (each a “Sanctionable Activity” or “Sanctionable Event”
and collectively referred to herein as “Sanctionable Activities”), include:

i. Procurement Irregularities: When the Inspector General has determined that there is credible
and substantive evidence®s that a Supplier may have directly or indirectly breached the Global
Fund Supplier Code of Conduct, including by engaging in corrupt, fraudulent, collusive, anti-
competitive or coercive practices in competing for, or performing under, a Global Fund-financed
contract (“Procurement Irregularities”);

ii. Sanctions by a Partner or Grant Recipient: When a Supplier has engaged in misconduct which

results in a sanction being imposed on a Supplier (and/or its successors) by any Global Fund
partner organization, any comparable institution or by a Global Fund grant recipient for conduct

385 Suppliers include suppliers of goods and services to Principal Recipients, Sub recipients, other recipients, Country Coordinating Mechanisms,
procurement agents and first-line buyers. Supplier representatives include affiliates, employees, subcontractors, agents and intermediaries of
Suppliers.

38 This includes early notification of red flags although such evidence would only be expected to result in the imposition of operational remedial
measures pending the finalization of the OIG’s finding through a published report.
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which would constitute a breach of the Global Fund Supplier Code of Conduct or any other
unethical or unlawful behavior;

iii. Sanctions by a National or an International Authority: When a Supplier has engaged in
misconduct which results in an investigation, proceeding or finding, either civil, criminal or
administrative, or the imposition of sanctions, by another national or international authority for
conduct which would constitute a breach of the Global Fund Supplier Code of Conduct;

iv.  Breach of Contract: When there is a significant and material breach by a Supplier of a contract
between the Global Fund and a Supplier or between a grant recipient and a Supplier that in the
opinion of the Global Fund places Global Fund resources at risk; and

v. Assets at Risk: When credible and substantive information has been received by the Global
Fund from any source, including local fund agents, partner organizations and comparable
institutions, which indicates that Global Fund resources have been placed at risk by a Supplier’s
conduct.

Reporting and Responding to Sanctionable Activities

6. The Executive Director decides on the Global Fund’s response to a Sanctionable Activity based on the
recommendations of the Executive Grant Management Committee (EGMC) and/or the Sanctions
Panel.

7. Upon becoming aware of potential supplier misconduct in connection with Global Fund financed
activities, the Country Team shall notify the Office of the Inspector General (OIG) through the relevant
Grant Management Department Head.

8. If the OIG notifies the Secretariat of substantive and credible findings of supplier misconduct or in the
event that another Sanctionable Activity (such as a supplier engaging in misconduct which results in a
sanction being imposed on such Supplier by a partner organization or a comparable institution) has
occurred, the EGMC shall be notified, through the appropriate Country Team. As part of the notification
to the EGMC, the Legal and Compliance Department will confirm whether the relevant Supplier has
breached the Supplier Code of Conduct or any other provision of a contract with the Global Fund or a
Principal Recipient. The Country Team will also develop operational remedial measures to propose to
the EGMC for approval to safeguard Global Fund resources.

9. In cases where there is an ongoing OIG investigation, operational remedial measures may be
submitted to the relevant Grant Management Department Head for interim approval, as needed, or to
the EGMC for approval prior to the issuance of a final OIG report.®” Potential operational remedial
measures will vary based on the nature of the irregularities and other contextual factors, but could
include procurement through the Pooled Procurement Mechanism or the institution of a Procurement
and/or Fiduciary Agent.

10. The EGMC will consider the OIG’s conclusions and/or the nature of the Sanctionable Activity and,
taking into account the criteria listed in paragraph 12 below for when the involvement of the Sanctions
Panel is expected, determine whether to recommend to the Executive Director that the case be referred
to the Sanctions Panel. The Executive Director will then decide whether to refer the matter to the
Sanctions Panel.

Sanctions Panel

11. The Sanctions Panel advises the Executive Director on remedies for Sanctionable Activities with
respect to specific cases referred by the Executive Director to the Panel. The operation of the
Sanctions Panel is described in the Sanctions Panel Procedures Relating to the Code of Conduct for
Suppliers (the “Sanctions Panel Procedures”), as may be amended by Global Fund executive
management from time to time.

387 |In cases where the OIG has informed the Secretariat that it has identified credible and substantive evidence of fraud, abuse, misappropriation
or corruption by a Principle Recipient or a Sub-Recipient, the Country Team shall also comply with the requirements contained in GF/B18/DP23
(Nov 2008) and GF/B19/DP25 (May 2009) regarding the restrictions to be promptly implemented to address the applicable risks to the Global
Fund and its resources.
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12. Based upon a recommendation of the EGMC, the Executive Director may decide to refer a case to the
Sanctions Panel in any circumstance where a Supplier has, directly or indirectly, engaged in
Sanctionable Activities. In particular, involvement of the Sanctions Panel is expected in the following
cases:

i. the egregious nature of the Sanctionable Activities placed a material amount of Global Fund
resources at risk and/or created a significant reputational risk for the Global Fund;

i. the concerned entity has engaged in Sanctionable Activities and is a Supplier to Global Fund
grant programs in several countries;

iii. the Sanctionable Activities involve an entity which has previously been reviewed by the Sanctions
Panel or which has previously been the subject of OIG findings of credible and substantive
evidence of fraud or misconduct; and/or

iv. the concerned entity has violated a Global Fund-led or endorsed/supported integrity pact, such
as the integrity pact for long-lasting insecticide treated net suppliers.

Types of Sanctions

13. Sanctions are used for ensuring the accountability of Suppliers. Sanctions protect the integrity of the
procurement process through (i) exclusion of specific actors from access to Global Fund financing (i.e.,
permanent or temporary/conditional debarment), and (ii) deterrence.

14. There are four principal types of sanctions available: (i) Reprimand, (ii) Conditional Continued
Engagement, (iii) Debarment with Conditional Release, and (iv) Indefinite Debarment. The Executive
Director will decide whether to impose a sanction on a Supplier after receiving a recommendation from
the Sanctions Panel.

15. When considering the appropriate sanction to be applied, relevant considerations include: (i) the
severity of the misconduct; (ii) harm caused by the misconduct; (iii) the Supplier’'s level of cooperation
with the investigation and sanctions process; (iv) the Supplier’s past history of misconduct; and (v) the
risk of continued engagement with the Supplier. Annex 1 provides a list of factors for assessing these
considerations.

Reprimand

16. A reprimand, in general, shall be used to sanction a Supplier guilty only of a relatively minor or isolated
incident of insufficient oversight.

Conditional Continued Engagement

17. This sanction is generally appropriate for:

i. Individuals/entities that were not directly involved in the misconduct, but which bear some
responsibility through, for example, a systemic lack of oversight; or

ii. Individuals/entities that have demonstrated that they have taken comprehensive corrective
measures and/or that there are other mitigating factors, as outlined below, so as to justify not
debarring such individuals/entities.

18. The conditions imposed may be similar to those imposed under debarment with conditional release.
The Executive Director may decide that if the Supplier fails to demonstrate compliance with the
conditions within an established time period, an indefinite debarment or a debarment with conditional
release would automatically become effective. The EGMC will verify whether the conditions to
continued engagement have been met or if circumstances suggest that a revision to the original
decision regarding the sanction may be warranted.

Debarment with Conditional Release

19. Debarment with conditional release is targeted towards Suppliers, rather than individuals. The purpose
of the conditional release is to mitigate further risk to Global Fund resources and eventually allow the
Supplier to again have an opportunity to act as a Global Fund Supplier once appropriate remedial
measures have been implemented. Accordingly, the Supplier will only be released from debarment
after the Supplier has demonstrated that it has met the conditions set by the Executive Director.
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20. Conditions for lifting the debarment may include, but are not limited to:

i. implementation or improvement of a compliance and ethics program, anti-corruption training,
and/or the engagement of an independent monitor;

ii. remedial measures to address the misconduct for which the Supplier was sanctioned, including
disciplinary action or termination of employee(s)/officer(s) responsible for the misconduct; and

iii. payment of a monetary sanction commensurate with any financial harm caused by the
misconduct.

21. The Executive Director decides on the conditions for release based on the recommendations from the
Sanctions Panel. The EGMC will verify whether the conditions for lifting debarment have been met or
if circumstances suggest that a revision to the original decision regarding the sanction may be
warranted.

Indefinite Debarment

22. Indefinite debarment is generally appropriate in cases of severe misconduct where it is believed that it
is unreasonable to expect that the Supplier can use remedial measures to address the cause of the
misconduct and to protect against future misconduct, or when the supplier has not meaningfully
cooperated with the investigation or sanctioning process.

Communicating Sanctions

23. If the Executive Director decides to impose sanctions, the decision will be communicated, with
appropriate confidentiality measures, to the concerned Supplier and, if the sanctionable conduct affects
a Global Fund grant program(s), to the Principal Recipient(s) of the concerned grant(s) and, where
needed to give effect to the decision, to the Country Coordinating Mechanism and other Principal
Recipients in the relevant market. If the decision is connected to an on-going investigation or audit by
the OIG or public disclosure of the final OIG report is restricted in accordance with the Policy for the
Disclosure of Reports Issued by the Office of the Inspector General, the Inspector General shall be
consulted on the decision being communicated and will retain sole discretion over any factual details
which will be included in the communication with the Supplier.

24. For cases referred to the Sanctions Panel by the Executive Director, the Sanctions Panel may, in
accordance with the Sanctions Panel Procedures, notify the concerned Supplier of the sanctions under
considerations prior to making a recommendation to the Executive Director. Whether or not the
Sanctions Panel has sent a previous communication to the concerned Supplier, the Supplier shall
be notified of any decision to sanction such Supplier prior to the decision being communicated
publicly by the Global Fund.

25. The confidentiality of sanctions decisions is important owing to the legal risks to the Global Fund
associated with public disclosure of these decisions. Consequently, all communications on sanctions
shall be undertaken in collaboration with the Legal and Compliance Department and, where relevant,
the Inspector General.

26. The Global Fund may share the decision on sanctions imposed, as well as information and evidence
underlying the decision, with national authorities, partners and other comparable institutions. In order
to protect the confidentiality of sanctions decisions, these shall only be communicated to a third party
after execution of a confidentiality agreement as required by the Inspector General or the Legal and
Compliance Department.

Monitoring Sanctions

27. Within the Secretariat, the Grant Management Division and the Legal and Compliance Department will
monitor a Supplier's compliance with conditions related to sanctions imposed by the Global Fund.

28. The Executive Director, with guidance from the EGMC, will decide whether the applicable conditions
have been met and whether the sanctioned Supplier can be reinstated. In some cases, the Executive
Director may also determine that additional sanctions may be necessary.
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29. Reinstatement of a sanctioned Supplier or the imposition of an additional sanction period, may be
considered for the following reasons:

i. Payment of restitution in a manner determined by the Global Fund;

ii. Changes in management or ownership, including permanent severance of officers and
employees responsible for the sanctionable misconduct;

iii. Installation, by the Supplier concerned, of effective, verifiable mechanisms to improve their
business governance, ethics and oversight systems;

iv. Adoption of ethics and anti-corruption compliance and training programs, including installing an
independent monitor;

v. Further cooperation with the OIG satisfactory to the OIG;

vi. Initiation of administrative, civil or criminal action by the sanctioned party against the individuals
responsible for the sanctionable misconduct, which is commensurate with the severity of the
sanctions imposed by the Global Fund; or

vii. Receipt by the Global Fund of any credible information that the sanctioned party engaged in
further sanctionable misconduct after the imposition of sanctions by the Global Fund.

Process
30. Annex 2 defines the general process for identifying, reporting and reviewing supplier misconduct.
Responsibilities

31. Country Team notifies the OIG and Senior Management of supplier misconduct in connection with
Global Fund financed activities and other types of Sanctionable Activities and recommends remedial
measures.

32. Executive Grant Management Committee determines, based on the OIG findings and/or the
Sanctionable Activities, whether to recommend to the Executive Director that he/she refer the case to
the Sanctions Panel and whether any operational remedial measure is advisable.

33. Sanctions Panel advises the Executive Director on referred sanctions cases concerning supplier
misconduct pursuant to the Sanction Panel Procedures.

34. Executive Director refers cases to the Sanctions Panel and makes a final determination as to whether
to impose a sanction on a Supplier. These decisions are informed by the recommendations of the
EGMC and the Sanctions Panel.

Annex 1. List of Considerations for Determining Sanctions

Severity of Misconduct

35. Severity may be measured through considerations including the following:
i. Did the misconduct place a material amount of Global Fund resources at risk?
i. Isitarepeated pattern of conduct?

iii. How sophisticated was the scheme? This includes the complexity of the misconduct (e.g.,
degree of planning, diversity of techniques applied, level of concealment); whether the scheme
was developed or lasted over a long period of time; and if the misconduct spanned grant programs
in more than one country.

iv. Did management have a role in the misconduct? Have individuals within high-level personnel of
the organization participated in, condoned, or willfully ignored the misconduct?

v. Did the misconduct involve a Global Fund or government official?
Harm Caused by the Misconduct
36. Harm may be measured through considerations including the following:
i. Did the misconduct create a danger to public health/welfare?
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ii. Did the misconduct result in the waste/inefficient use of grant funds?

iii.  Did the misconduct involve corruption?

iv. Did the misconduct cause harm to any third parties?

vi.  Did the misconduct create a significant reputational risk for the Global Fund?
Voluntary Corrective Actions

37. In evaluating corrective actions, the timing of the action may indicate the degree to which it reflects
genuine intention to reform, or a calculated step to reduce the severity of the sentence. Considerations

may include:

i. Did the Supplier voluntarily disclose the misconduct to the Global Fund?
ii. Did the Supplier initiate any reforms voluntarily upon becoming aware of the misconduct?
iii. Did the Supplier initiate an internal action against responsible individual(s)?
iv. Did the Supplier voluntarily establish or improve a corporate compliance program?
Cooperation with the Investigation
38. Cooperation may be measured through considerations including the following:

i. Has the OIG concluded that the Supplier provided substantial assistance in the investigation,
including voluntary disclosure, truthfulness, completeness, reliability of any information or
testimony, the nature and extent of the assistance, and the timeliness of assistance?

i. Did the Supplier's actions indicate intent to interfere with the investigation, including through
destroying or concealing evidence; making false statements to investigators or reviewers;
threatening, harassing or intimidating any party to prevent it from disclosing its knowledge of
matters relevant to the investigation; or attempting to corrupt individuals in exchange for non-
cooperation with the investigation?

Prior History of Misconduct

39. Prior history can include debarments or other sanctions applied by the Global Fund and/or other
development partners.

Annex 2. Sanctions Process

Scenario 1: Procurement Irregularities

Seq.

No Actors

Process Description

Output

Report on Procurement Irregularities/Supplier Misconduct

As soon as informed of potential misconduct involving a
Supplier, the Country Team notifies the OIG and, if
needed, recommends operational remedial measures to
the relevant Grant Management Department Head or to
the EGMC.

Control Point:

Notification to OIG shall be through the relevant
Department Head, Grant Management.

Notification to OIG
Recommendation for
Operational Remedial
Measures to the relevant
Grant Management
Department Head or the
EGMC

Check on Reported Cases

Inspector General decides on actions to take on reported

2 OIG supplier misconduct and informs Country Team
accordingly.
3 oIG If investigation is decided, OIG proceeds and informs the

Country Team of results.

Report to EGMC

4 CT

If the OIG notifies the Secretariat of substantive and
credible findings of supplier misconduct, the issue shall
be reported to the EGMC, through the Country Team.
The Country Team shall also ensure that it complies with

Memorandum to EGMC
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GF/B18/DP23 (Nov 2008) and GF/B19/DP 25 (May
2009) regarding placing restrictions on activities with
PRs and SRs for which the OIG has identified credible
and substantive evidence of fraud, abuse,
misappropriation or corruption. In certain cases where
implementation arrangements must be continued with
the entity being investigated despite the OIG notification,
compliance with these decision points includes seeking
the approval of the Executive Director.

The Country Team shall draft a memo, in consultation

with the OIG, containing the following information:

i. the Supplier and the nature of the misconduct;

ii. the relevant supporting evidence and information,
including any investigative findings and conclusions
relating to the Supplier;

iii. actual or potential damages or loss to the Global
Fund or the Global Fund’s grant recipients (whether
financial or otherwise);

iv. any aggravating or mitigating factors, including, for
example, whether the Supplier has cooperated with
the audit or investigation, or with any other matter
under review by the Inspector General, and the
extent to which the cooperation has been material
and useful to the Inspector General;

v. any relevant information that would reasonably tend
to mitigate the culpability of the Supplier; and

vi. the Country Team’s recommendation on the
appropriate remedial measures, taking into
consideration the factors described above.

Control Point:

Memo shall be reviewed and approved by Grant

Management Division Head (through channels).

EGMC and/or Sanctions Panel Review

5 EGMC Review and discuss supplier misconduct and may decide
to: Decision regarding
i. impose operational remedial measures; and/or operational remedial
ii. recommend to the Executive Director that he/she | measures and Sanctions
refer the case to the Sanctions Panel. Panel Referral

Based on the EGMC recommendation, may refer case to
6 Executive Director |the Sanctions Panel. Referral to Sanctions Panel

Based on request from the Executive Director, reviews
the Sanctionable Activities case, including the report
7 Sanctions Panel from the Executive Director, and formulates a
recommendation to the Executive Director regarding
possible sanctions.

Decides on the sanctions, if any, to be imposed on the
Supplier.

Recommendation to the
Executive Director

8 Executive Director Sanction Decisions

Communicate Sanctions

9 Sanctions Panel, Where appropriate, the Sanctions Panel, in consultation
Legal and . !
i with the Legal and Compliance Department and, where e .
Compliance Notification to Supplier

relevant, the Inspector General, may notify the Supplier

Department, and of the sanctions under consideration.

Inspector General

10 |CT, Legal and Drafts communications to the Supplier and relevant PR | Draft Notification to Supplier
Compliance (if a grant is affected). and, if applicable, the
Department, and Principal Recipient for
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Inspector General

The notice to the Supplier shall include:

i. a description of the sanctions imposed;

ii. the period of any applicable sanctions; and
iii. a summary of the reasons for the decisions.

Control Point:

Head, GMD and Head, Legal and Compliance
Department and, where relevant, the Inspector General
review and approve the communication.

Executive Director Approval

11 Executive Director

Signs the official communication to the Supplier and PR
(if relevant)

Final Notification to Supplier
and PR (if relevant)

Monitoring of Sanctions

CT and Legal and
Compliance
Department

12

The relevant internal departments will monitor the
Supplier's compliance, in consultation with the Legal and
Compliance Department, with conditions to continued
engagement or conditions for lifting a debarment and
periodically advise executive management on the
Supplier’'s progress.

Updates to Executive
Management on Sanctions
Monitoring

13 |EGMC

EGMC will verify whether conditions to continued
engagement or for lifting a debarment have been met by
a Supplier.

If sanctions have been imposed for a specific period of
time, with no additional conditions, the sanctions shall be
lifted automatically upon the expiry of such period.

EGMC will also advise the Executive Director in
circumstances where an additional sanction period or a
change to a decision regarding sanctions may be
warranted.

Verification of Condition
Completion or
Recommendation of
Additional or Revised
Sanctions

14 Executive Director

Once EGMC has verified that any applicable conditions
have been met, the Executive Director will confirm to the
Supplier, and if applicable, the relevant PR, that the
Global Fund is satisfied that the conditions have been
met.

Notification to Supplier and
PR (if relevant)

Scenario 2: Other Sanctionable Activities (Sanctions by Partners, International Organizations,
National or International Authorities and Breach of Contract)

Seq.

No Actors

Process Description

Output

Country Team reports on Sanctionable Activity

1 CT

As soon as informed of a potential Sanctionable Activity, the Country Team
shall inform the Executive Grant Management Committee.

The Country Team shall draft a memo containing the following information:
i. the Supplier and the nature of the misconduct;
ii. the relevant supporting evidence and information, including any known

investigative findings and conclusions relating to the Supplier;

iii. potential impact on the Global Fund or the Global Fund’s grant recipients

(whether financial or otherwise);

iv. any aggravating or mitigating factors known;
v. any relevant information that would reasonably tend to mitigate the

culpability of the Supplier; and

vi. the Country Team’s recommendation on the appropriate remedial

measures, if any, taking into consideration the factors described above.

Control Point:

Memo shall be reviewed and approved by Grant Management Division Head

(through channels).

Memorandum
to EGMC
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EGMC and/or Sanctions Panel Review

The EGMC and/or Sanction Panel Review follows steps 5-8 under Scenario 1 above.

Communicate Sanctions

The process for communicating the decision regarding sanctions follows steps 9-11 under Scenario 1 above.

Monitoring of Sanctions

The process for monitoring the implementation of the sanction decision and where applicable, lifting the
sanctions, follows steps 12-14 under Scenario 1 above.
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THE

(J GLOBAL

FUND

Operational Policy Note

Implementing the Quality Assurance Policies for Pharmaceutical,
Diagnostics and Other Health Products

Issued on 10 November 2014

Purpose To define the monitoring process for compliance with requirements of the Quality
Assurance Policies for Pharmaceutical, Diagnostics and other health products,
including corrective measures to address non-compliance.

1. The Global Fund's Quality Assurance (QA) Policy for Pharmaceutical Products and Quality Assurance
Policy for Diagnostics Products defines the requirements which must be met for finished
pharmaceutical products (FPP) and diagnostic products purchased with Global Fund resources. For
other health products, the Global Fund has specified requirements for selection and procurement, as
listed in the Guide to Global Fund Policies on Procurement and Supply Management of Health
Products. The objectives of the QA policies and requirements are to ensure that grant recipients
procure quality-assured health products and that value for money is achieved. The QA policies play a
critical role in ensuring that risks related to poor quality, substandard products are mitigated for the
benefit of those who need them. Ensuring compliance with the policies and requirements is an
essential function of the Secretariat.

2. Global Fund quality assurance refers to the management activities required to ensure that the
medicines and other health products are of the quality required for their intended use. There are four
categories of products:

A. Pharmaceutical Products
B. Diagnostic Products
C. Pesticides
D. Condoms
3. The quality requirements for each of these categories is summarizes below, with reference to the

relevant Quality Assurance Policy when relevant and other important documents. For more
information, please refer to the Quality Assurance Information section of the Global Fund website.

A. Quality Assurance Policy for Pharmaceutical Products

P

The Quality Assurance Policy for Pharmaceutical Products (“QA Pharmaceutical Policy”)3# aims to
ensure the safety of pharmaceutical products procured with Global Fund resources.

5. The policy defines quality requirements for Finished Pharmaceutical Products (FPPs) that are
antiretrovirals (ARVs), anti-malarial and anti-tuberculosis, and for all other FPPs. Currently, all other
FPPs only need to comply with the relevant quality standards that are established by the National Drug
Regulatory Authority (NDRA) in the country of use. The quality requirements and corrective measures
in case of non-compliance described in this OPN apply to all ARVs, antimalarial and anti-TB FPPs.

Quality Requirements for ARVs, Antimalarial and Anti-TB FPPs
Marketing authorization in country of use

6. All finished pharmaceutical products (FPPs), must comply with the relevant quality standards
established by the National Drug Regulatory Authority (NDRA) in the country of use.

o For more detailed information, please refer to the QA Pharmaceutical Policy, para. 19-21.

388 GF/B22/11 Revision 1, Annex 1, amendments approved by the Board in December 2010 under GF/B22/DP9: Global Fund Quality Assurance
Policy for Pharmaceutical Products.
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Criteria for the procurement of ARVSs, anti-TB products and antimalarials
7. In addition to approval by the NDRA in the country of use, all ARV, anti-TB and anti-malaria
pharmaceutical products should meet the following standards:

i. Prequalified by the WHO Prequalification Programme (“A products”) or authorized for use by a
Stringent Drug Regulatory Authority (SRA) (“B products”); or

ii. Recommended for use by an Expert Review Panel (ERP).

e For more detailed information, including the processes, please refer to the QA Pharmaceutical
Policy, para. 7-16.

Before procuring ERP-reviewed products

8. Before procuring ERP-reviewed products, Principal Recipients (PRs) must inform their Fund Portfolio
Manager (FPM) in writing by filling in the “Notification Form”. Procurement can only proceed once the
PR receives a “no objection” letter from the Global Fund Secretariat for the requested selection.

e Notification Form
e Notification of Additional Order Form

Pre-shipment Quality Control (QC) testing and results

9. The Global Fund is responsible for QC of ERP-reviewed products for which a notification has been
received (see above). Testing is performed on random samples by an independent laboratory
contracted by the Global Fund. Upon successful QC results, the Secretariat will approve product
shipment by issuing a final letter, including the test report, to the PR and concerned manufacturer.

o For more detailed information, please refer to the QA Pharmaceutical Policy, para. 31.

B. Quality Assurance Policy for Diagnostic Products

10. The Quality Assurance Policy for Diagnostic Products®®® (“QA Diagnostics Policy”) applies to all durable
and non-durable in vitro diagnostics (IVDs), and imaging equipment and microscopes, used in Global
Fund-financed programs for diagnosis, screening, surveillance or monitoring purposes. The PR must
ensure that the procurement of Diagnostic Products with Grant Funds is undertaken in compliance with
all applicable laws and regulations, as outlined in the QA Diagnostics Policy.

Quality standards of manufacturing site

11. The PR must ensure that that the manufacturing site is compliant with the requirements of 1ISO
13485:2003; or ISO 9000 series as applicable; or an equivalent Quality Management System
recognized by one of the Regulatory Authorities of the Founding Members of the Global Harmonization
Task Force (GHTF), i.e. USA, Japan, EU, Canada, Australia.

e For more detailed information, please refer to the QA Diagnostics Policy, para. 7.

Quality standards of products
12. The PR must ensure that HIV Immunoassays, HIV Virological and CD4 technologies, tuberculosis
Diagnostic Products and Malaria Rapid Diagnostic Tests comply with the following requirements:

i. recommended by WHO for use in HIV, tuberculosis and malaria programs, as applicable, based
on a technical review of quality and performance indicators; or

ii. authorized for use by one of the Regulatory Authorities of the Founding Members of GHTF when
stringently assessed (high risk classification). This option is only applicable to HIV Immunoassays
Products and HIV Virological Technologies; or

iii. shall be acceptable for procurement using Grant Funds, as determined by the Global Fund, based
on the advice of an Expert Review Panel for Diagnostics (ERPD).

e For more detailed information, please refer to the QA Diagnostics Policy, paras 8-9 and 17.

389 GF/SIIC10/6 Revision 1, Annex 1, amendments approved by the SIIC in February 2014 under GF/SIIC10/DP2: Global Fund Quality Assurance
Policy for Diagnostic Products.
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C. Quality Assurance requirements for public health pesticides

13. Recipients are only authorized to procure long-lasting insecticidal mosquito nets with grant funds when
the products are recommended for use by the WHO Pesticide Evaluation Scheme (WHOPES) and
other pesticides are compliant with specifications indicated by WHOPES.3%° Below is a summary of the
process to ensure that products comply with the quality assurance requirements:

i. Products to be procured are approved by WHOPES (formulations/manufacturers)
ii. Random pre-shipment testing by an independent QC lab
iii. Sampling to be done by an independent sampling agent

iv. Testing by a QC testing by ISO 17025 certified laboratory, WHO Collaborating Centre for QC of
Pesticides and according to WHO Methods and Specifications,

e For more information, please refer to the WWHO Guidelines for Procuring Public Health Pesticides.

D. Quality assurance requirements for condoms

14. Male latex condoms must be compliant with specifications indicated in Specification, Prequalification
and Guidelines for Procurement, 2010, published by WHO, UNFPA, and Family Health International.

It is highly recommended to all PRs to select condoms from the list of prequalified condoms published

by United Nations Population Fund (UNFPA). If condoms selected are not on the UNFPA list, the PR

must ensure that the following specifications are met:

i. The condoms complied with national regulatory policies of the country of use before being imported
into a country;

ii. The manufacturing facility conforms to ISO 13485 latest specifications;

iii. The condoms meet Directive 93/42/CEE or other requirements from a Stringent Regulatory
Authority;

iv. The pre-shipment QC testing was performed in ISO17025 accredited laboratory that has been
accredited for testing condoms; and

v. The testing was done as per ISO4074 (latest edition) as recommended by WHO, and the test
report reviewed by the PR for compliance with the above specification.

15. Female Condoms must be compliant with specifications indicated in Generic Specification,
Prequalification and Guidelines for Procurement, 2012, published by World Health Organization,
UNFPA and FHI360.

¢ For more information, please refer to the Prequalification Section of the Reproductive Health
Essential Medicines (RHEM) resource portal.

E. Quality assurance requirements for other health products

16. Health products, other than pharmaceutical products, diagnostic products, long-lasting insecticidal
mosquito nets, other pesticides, and condoms, are selected from the applicable list of prequalified
products, if any, and comply with the quality standards applicable in the country where such products
will be used. This refers to health products for which the Global Fund has not developed a specific
quality assurance policy, such as general laboratory items, syringes and therapeutic nutritional support.

Types of non-compliance with quality requirements

17. There are two possible ways in which a PR can breach the grant agreement by not complying with one
of the QA Policies:
o Level 1 “No-notification”: Product(s) comply with the relevant quality requirement, however:
i. the ERP(D)-recommended products have been procured without notification; or
ii. for pesticides, the WHOPES products have been procured without pre-shipment testing.

3% The list of pesticide products recommended by WHOPES, including insecticides for indoor residual spraying, insecticides for treatment of nets,
LNs and mosquito larvicides is available on the WHO site at https://www.who.int/whopes/resources/en/
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o Level 2 “Non-compliant procurement”: the product(s) procured do not comply with the relevant
QA Policy, and the PR fails to send notification(s) required for the procurement of ERP(D)-
recommended product(s).

. Classification of
Product Type Non-Compliance Type non-compliance
Pharmaceuticals: Procurement of non A, B or ERP products Level 2
ARVs, Anti TB, Anti Procurement of ERP product without notification provided to Level 1
Malarials the Global Fund
Diagnostics Procurement of HIV or malaria rapid diagnostic tests (RDTSs)
not compliant with Global Fund criteria (section 8 of the Level 2
policy)
Procurement of reagents not produced in ISO certified site Level 2
Procurement of HIV, TB molecular equipment not assessed L
evel 2
as per GF QA
LLINS/ IRS Non WHOPES products Level 2
Procurement of WHOPES product without random pre- L
) . evel 1
shipment Quality Control
Condoms Non-WHO/UNFPA approved and not produced in an ISO Level 2
manufacturing site

Identifying non-compliance

18. Non-compliance is identified through either: (i) the review of data reported through the Price & Quality
Reporting (PQR) tool on a quarterly basis; or (ii) reports from in-country sources, LFA, partners, etc.

19. When a case is reported, the Country Team evaluates the reasons for non-compliance and potential
impact.
Deciding on and monitoring of corrective measures for non-compliance

20. Based on this analysis, the country team selects the most appropriate course or action. The decision
is made at the discretion of the country team, with guidance from the HPM Hub.

Options of course of action:
i. Issue a warning letter (first time cases/and non-compliance level 1)

ii. Request for reimbursement for the products procured (non-compliance level 2/or new case of
non-compliance after having received a warning letter)

iii. Use a procurement agent for those products
iv. Use a procurement agent for all products procured with grant funds

21. With regards to any corrective measures taken, the Global Fund will make every effort to avoid the
interruption of life-saving treatment.

22. Corrective measures are communicated to the PR.3

23. The implementation of corrective measures will be monitored by the Country Teams in collaboration
with the HPM Hub.

Communication to PRs

24. All PRs must be informed of the quality requirements of the QA Policies and corrective measures
described in this OPN.

391 All communications with PRs are routed through the country team with copy to the CCM, LFA and the HPM Hub. The HPM specialist and FPM
will keep the HPM Hub informed on any decision made by the country team and any corrective measures taken.
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Implementation Period Reconciliation and Grant Closure

IN THIS SECTION

3.1 Reconcile Implementation Periods and Close Grants
® ® o o ®
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THE
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FUND Operational Policy Note

Reconcile Implementation Periods and Close Grants

Approved on 4 September 2018; Updated 31 January 2025
Approved by Executive Grant Management Committee
Process Owner Grant Portfolio Solutions and Support Department

1. When the Global Fund’s support for a particular disease/HSS program continues from one
implementation period (IP) to the next or a grant ends, the Grantee or Principal Recipient, acting on
behalf of the Grantee392, must ensure that:

agreed closure activities are planned, implemented and paid for;
remaining financial commitments and financial obligations are addressed;
remaining Grant Funds or recoveries are returned to the Global Fund3°3;
program assets are accounted for, transferred or disposed of; and
programmatic and financial reports are submitted to the Global Fund.

® o0 T o

2. The implementation and finalization of the IP Reconciliation or Grant Closure process must be
completed within a maximum of 12 months from the IP end date.

3. This Operational Policy Note (OPN) applies to grants financed under the 2014-2016 allocation period
and thereafter. The OPN on Grant Closures issued on 18 December 2014 applies to grants financed
prior to the 2014-2016 allocation period.

4. This OPN covers the following types of closure:

a. IP Reconciliation when the Global Fund’s support for a particular disease/HSS program
continues from one IP to the next, with the same Principal Recipient.

b. Grant Closure means the grant ends due to one of the following reasons:

i. Change of the Principal Recipient. a decision is taken by the Country Coordinating
Mechanism (CCM) and/or the Global Fund to change the Principal Recipient;

ii. Transition from Global Fund Financing: a decision is taken by the Global Fund or the
country to end Global Fund financing for a disease component or country; or

iii. Grant Consolidation: a decision is taken by the CCM and/or the Global Fund to consolidate
several grants with the same Principal Recipient into one grant managed by that Principal
Recipient.

5. The closure stages and a summary of the closure steps for each stage is set out in the framework
below. The steps will vary depending on the type of closure. A separate step-by-step operational
guidance is detailed in the Operational Procedures on Reconcile Implementation Periods and Close
Grants. Annex 2 provides the definition of key terms used in this OPN.

392 As such terms are defined in the Global Fund Grant Regulations (as amended from time to time) available at:
https://www.theglobalfund.org/grantregulations. For the purposes of this Operational Policy Note, all references to Principal Recipient includes
the Grantee, where the Principal Recipient acts on behalf of such Grantee.

3% In the case of IP Reconciliation, the remaining grant funds may be deducted from the approved grant amount for the next IP.
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A. PLAN CLOSURE B. IMPLEMENT CLOSURE C. FINALIZE CLOSURE

Complete and pay for
approved grant closure
activities

Determine and return
remaining grant funds

Agree on closure approach and
timelines

Agree on Grant Closure Plan d
and Grant Closure Budget, List Coimplets reportiri Formalize closure

of Program Assets and requirements®
Receivables, and Transfer Plan
Address non-compliant
expenditures and recoveries™

Address Financial
All closure types Commitments

and Financial Obligations
Change of PR and

Transition from Global Fund

Financing only Transfer program assets and

receivables

* Except for the Financial Closure Report, and in specific cases the audit report, which are submitted during the ‘Finalize Closure’
stage.

** Non-compliant expenditures and recoveries must be addressed as soon as possible during the ‘Implement Closure’ stage.
Depending on timelines agreed with the Global Fund, this activity may extend to the ‘Finalize Closure’ stage.

6. The implementation of the IP Reconciliation or Grant Closure process is undertaken following the IP
end date. However, the Global Fund may also suspend or terminate a Grant Agreement early in
accordance with its terms, in order for example, to change the Principal Recipient or cease Global
Fund financing for a disease component or portfolio. In such instances, the Grant Closure process
must be initiated immediately after such decision is communicated in writing to the Principal Recipient
(as required under the Global Fund Grant Regulations (as amended from time to time).

7. Atthe Global Fund Secretariat, the Country Team is responsible for overseeing the completion of the
IP Reconciliation or Grant Closure process, as applicable. At country level, under the oversight of the
CCM, the Principal Recipient is responsible for undertaking and completing the IP Reconciliation or
Grant Closure process, as applicable. It is the Principal Recipient’s sole responsibility to ensure that
all Sub-recipient(s) and any other implementing partner(s) complete(s) activities and submit(s)
required information in a timely manner so that the Principal Recipient is able to comply with the Grant
Agreement and this OPN.

8. Set out below are the stages for IP Reconciliation and Grant Closure:
A. Plan Closure

9. As part of rigorous grant management, closure steps must be planned at least six months in advance
of the IP end date to ensure the closure process is finalized in a timely and orderly manner3%4. In the
event of an early suspension or termination of the Grant Agreement, planning must begin as soon as
the Principal Recipient is informed in writing.

Agree on Closure Approach (including Grant Closure Plan and Grant Closure Budget)

3% Where a grant is continuing from one IP to the next, the closure of the current IP must form part of the new grant making process.
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10. During the pre-closure period, the Country Team and the Principal Recipient must agree on the
closure steps and timelines specified under the ‘Implement Closure’ stage that apply in the context
of the grant. Depending on the closure type, the requirements to finalize the closure process will vary.

11. Under IP Reconciliation, the steps must be planned as part of the Grant-making process for the new
IP. No separate Grant Closure Plan and Grant Closure Budget are required®®. For Grant Closure
cases (with the exception of Grant Consolidation3%), all closure activities including the timeline for
completing and paying those activities within the Closure Period must be clearly documented in the
Grant Closure Plan and Grant Closure Budget which must be endorsed by the CCM3%’. The Grant
Closure Plan and Budget are approved by the Cluster Lead, Senior Fund Portfolio Manager (if
applicable), the Regional Manager or Department Head?%, and the Grant Finance Manager, through
the Implementation Letter, in accordance with the Global Fund Signature Authority Procedure3®®
(SAP) (which may be amended from time to time).

12. Subject to the Global Fund’s approval of the Grant Closure Plan and Grant Closure Budget, grant
funds may be used to finance closure activities approved in the Grant Closure Plan and Budget to
ensure the orderly closure of the grant. The Principal Recipient is responsible for minimizing the costs
of closure. Any payment for activities not set forth and approved in the Grant Closure Plan and Grant
Closure Budget is non-compliant and the Principal Recipient must reimburse such amount to the
Global Fund.

B. Implement Closure

Complete Approved Programmatic Activities

13. Closure activities typically cover the administrative activities required to close the grant. For Grant
Closure cases, excluding Grant Consolidations, the Global Fund may, at its discretion, allow time-
limited, programmatic activities after the IP end date to facilitate the completion of discrete projects
that have already been substantially started (such as the distribution of bed nets already delivered
in-country, or the delivery of procured drugs, which may have faced delays in arriving in-country).
The Grant Closure Plan and Grant Closure Budget set forth all Grant Closure activities approved by
the Global Fund. Approved activities must be completed and paid for during the Closure Period.

Complete Reporting Requirements

14. To ascertain programmatic and financial achievements of the grant during the last year of the IP
and/or during the Closure Period, the Principal Recipient is required to submit the following reports.
The reports must conform to the relevant Operational Procedures and Instructions and will be
reviewed and approved by the Country Team. The required reports are the following:

a. Final Progress Update (Final PU) including Tax report, covering the final IP year4°?;
b. Final Audit Report, covering the final IP year*®'; and
c. Financial Closure Report, including Tax report*°?

Address Financial Commitments and Obligations

3% If a Sub-recipient is not continuing under the next IP, the Country Team must discuss and agree with the Principal Recipient the closure
activities, timelines and budget pertaining to the outgoing Sub-recipient.

3% |bid.

397 The Grant Closure Plan and Budget must be endorsed by the CCM Chair and Vice-Chair. For Regional Coordinating Mechanisms (RCMs),
the RCM Chair and Vice-Chair must endorse the Closure Plan and Budget. This requirement does not apply to Non-CCMs and Regional
Organizations.

3% For portfolios in High Impact Departments.

3% This is a Global Fund internal document.

400 The Final PU is the annual progress report for the final IP year. The scope is the same as the annual PUDR, but excludes the cash forecast
for the next IP year See GOS User Manual for Implementation Oversight and PR Reporting Handbook for more information.

401 See Guidelines for Annual Audits of Global Fund Grant Program Financial Statements. In certain cases, an audit will also be required for the
closure period such as when: (i) the financial risk level is documented and validated (by the Grant Finance Manager) in the Integrated Risk
Module as high or very high; (ii) the Grant Closure Budget is more than 10% of the grant budget or more than US$ 1 million whichever is lower;
and/or (iii) the previous audit report has a qualified opinion.

402 See GOS User Manual for Implementation Oversight and PR Reporting Handbook.
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15. At IP end date, the Country Team must confirm the Principal Recipient’s outstanding financial
commitments and obligations.

16. For IP Reconciliation, financial commitments as at the IP end date must be financed and completed,
within six months of the IP end date. Approved financial obligations, however, must be transferred to
the next IP of the grant*®.

17. For Grant Closures, financial commitments and obligations are financed and completed under the
expiring grant and must be addressed in the Grant Closure Plan and Budget. All financial
commitments incurred during the IP of that grant need to be addressed within six months following
the IP end date.

18. Grant Funds remaining and not otherwise budgeted for under the Grant Closure Plan and Budget
under the grant nine months after the IP end date will be automatically decommitted and the Purchase
Order (PO) will be closed. If the Country Team anticipates any delays beyond nine months to fulfil
commitments, the Country Team must request to keep the PO open. Such requests will be reviewed
and authorized by the Chief Finance Officer.

Address Non-Compliant Expenditures and Recoveries

19. Non-compliant expenditures, refunds and/or recoveries must be addressed in accordance with the
Global Fund Guidelines for Grant Budgeting#®* and OPN on Recovery of Grant Funds*%.

Transfer Program Assets and Receivables

20. After they can no longer be used under the grant for which they have been purchased, program
assets must be used exclusively to fight the three diseases that represent the core mandate of the
Global Fund. The Principal Recipient must ensure that all program assets and receivables*%¢ have
been accounted for and appropriately transferred or disposed of as per the Guidelines for Fixed
Assets Management.

21. The transfer or disposal of program assets and receivables depends on the type of closure. For IP
Reconciliation and Grant Consolidation, the program assets and receivables must be transferred to
be used under the next IP or new grant. The List of Program Assets and Receivables will be reviewed
by the Country Team as part of the Grant-making activities for the next IP or new grant.

22. For Change of the Principal Recipient cases, the program assets and receivables must be transferred
to the new Principal Recipient or new and continuing Sub-recipients, with oversight from the CCM.
For Transition from Global Fund financing cases, the Principal Recipient and the Country Team must
ensure that program assets continue to be used exclusively to fight the three diseases that represent
the core mandate of the Global Fund. For these two types of grant closure, a List of Program Assets
and Receivables as well as a Transfer Plan is submitted to the Country Team together with the Grant
Closure Plan and Grant Closure Budget. All such documents need to be endorsed by the CCM4%7.
They will also be approved by the Cluster Lead, Senior Fund Portfolio Manager (if applicable), the
Regional Manager or Department Head and Grant Finance Manager through an Implementation
Letter, in accordance with the SAP (as amended from time to time).

23. During the Closure Period, the Principal Recipient will submit evidence that the program assets have
been transferred in accordance with the approved List of Program Assets and Receivables, and
Transfer Plan.

C. Finalize Closure

403 See Global Fund Guidelines for Grant Budgeting.

404 See Global Fund Guidelines for Grant Budgeting .

405 This is a Global Fund internal document.

46 An example of such receivable is an office rental deposit that is owed to the PR.

407 These documents, alongside the Grant Closure Plan and Grant Closure Budget, must be endorsed by the CCM Chair and Vice-Chair. For
Regional Coordinating Mechanisms (RCMs), the RCM Chair and Vice-Chair must endorse the Grant Closure Plan and Grant Closure Budget.
This requirement does not apply to Non-CCMs and Regional Organizations.
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24. The closure process is finalized when the IP is financially closed (for IP Reconciliation) or both
financially and administratively closed (for Grant Closures).

Definition
Financially The IP/Grant is considered ‘Financially Closed’ when all IP Reconciliation or Grant Closure
Closed steps and requirements are considered fulfilled or waived by the Global Fund. The Global Fund

will not disburse any further grant funds for the IP/Grant.

This, however, does not mean that the Principal Recipient’s legal obligations end when the
grant ends.*%

Administra- A grant is considered ‘Administratively Closed’ when the financial closure has been completed
tively closed and the Grant Closure Notification Letter is sent to the Principal Recipient to confirm both
(only for | financial and administrative closure of a grant.

Grant

The closure is approved by the Regional Manager or Department Head**® and Grant Finance

/]
Closure) Manager through their signature of the Notification Letter.

Specific Multicountry Considerations

25. Multicountry grants refer to:
a. Grants financed through pooled country allocations*'°;
b. Regional grants financed solely through the Catalytic Investments — Multicountry Modality; and
c. Regional grants financed through a combination of pooled country allocations and Catalytic
Investments.
26. Multicountry grants generally follow the same requirements set out in this OPN, with the following
specific considerations:

a. For multicountry grants, reference to CCM includes engagement of the Regional Organization
(RO) (as applicable), Regional Coordinating Mechanism (RCM) and CCM representatives of all
countries included within the grant (as applicable).

b. The legal and political considerations and logistics of cross-border implementation are
considered when tailoring LFA-services.

408 Note that the survival provisions which are expected to last beyond the duration of the Grant Agreement are covered in the Framework
Agreement entered into between the Global Fund and the relevant Grantee which forms part of the Grant Agreement (or a standalone Grant
Agreement where no Framework Agreement has been agreed). This includes, but is not limited to liability for loss, theft or damage of program
assets; right of the Global Fund to request for a refund; maintenance of books and records of the program; right of access by the Global Fund,
etc.

409 For portfolios in High Impact Department

419 For instance, Multicountry Western Pacific and Multicountry Caribbean.
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Grant Deliverables IP Reconciliation| Change of PR | Transition from Grant
Level of requirements: Global Fund Consolidation
R Required HI/ | Focused | HI/ | Focused | HI/ | Focused | HI/ | Focused
BP Best Practice Core _| @| Core _| @| Core —| 0| Core —_lo
- Not required <L |- |a|4a <L | |a|4a <||3|2a <|—|3|a
Agree on closure approach and timelines
M Closure Guidance Letter issued | R | R | R | R
pd % Agree on Grant Closure Plan and Grant Closure Budget, List of Program Assets and Receivables, and Transfer Plan
w28 Grant Closure Plan - R R -
CBSN Grant Closure Budget - R R -

Sl | ist of Program Assets and Receivables R411 R R R4
Transfer Plan - R R -
Complete and pay for approved grant closure activities
Approved grant closure activities completed and paid | - R R | -
Complete reporting requirements

& Final PU (including Tax Report) R R R R
7 Audit Report R R R R
(@3 Address non-compliant expenditures and recoveries
@I Non-compliant expenditures and recoveries addressed per Guidelines for Grant R R R R
E Budgeting and OPN on Recovery of Grant Funds
AN Address Financial Commitments and Financial Obligations
E Financial commitments and Obligations identified R R R R
= Related AFDD processed R R R R
> Final Payment Letter issued (if applicable) R R R R
Transfer program assets and receivables
Contracts transferred - R - -
Program Assets transferred or disposed in line with the approved Transfer Plan R412 R R R#12
i Determine and return remaining grant funds
H 7@y Financial Closure Report reviewed and accepted R R R R
2 8 Return remaining grant funds. Address non-compliant expenditures. - R R R413
pd 9 Implementation Letter issued, capturing adjustment of the grant amount in the next IP R ) ) )
@ to deduct remaining funds from the closing IP.
Formalize closure
Notification Letter issued | - R R R

41" List of Program Assets are to be submitted as part of Grant-making for the next IP, for IP Reconciliation and Grant Consolidation. See OPN on Make, Approve and Sign Quality Grants.

412 Evidence of asset transfer to be submitted as part of Grant-making for the next IP. See OPN on Make, Approve and Sign Quality Grants.

413 Depending on when Grant Consolidation happens, remaining funds are either (i) deducted from the grant amount for the new combined grant, or (ii) transferred to the combined grant. See Operational
Procedures on Implementation Period Reconciliation and Grant Closures.
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1. Pre-Closure Period is the six-month period in advance of the IP end date during which the steps
required under the ‘Plan Closure’ stage take place.

2. Closure Period is the six-month period from the IP end date during which the steps required under
the ‘Implement Closure’ stage take place.

3. Grant Closure Plan is the detailed description of the activities that need to be implemented under the
‘Implement Closure’ stage to close the grant in an orderly and responsible manner (‘Grant Closure
Activities’). The Grant Closure Plan must include a rationale and timeline for the Grant Closure
Activities.

Grant Closure Budget is the itemized costed budget for the Grant Closure Activities.

List of Program Assets and Receivables is the list of: (a) all goods or other tangible or intangible
property acquired wholly or partly using grant funds; and (b) receivables which are grant funds owed
to the Principal Recipient by a third party (e.g., a deposit put down on a lease).

6. Transfer Plan is a plan for the use, transfer and/or disposal of all the items specified in the List of
Program Assets and Receivables, including a rationale for each proposed action.

7. Financial Commitments are current contractual obligations to pay a specified amount of cash against
goods and services already received, but for which the related payment has not yet been made, fully
or partially.

8. Financial Obligations are current contractual obligations to pay an agreed amount of cash to a third
party for goods/services that are to be received at some point in the future.
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C THE
") EiRE
Operational Policy Note
Grant Entity Data
Approved on 11 November 2020, updated 30 March 2026
Approved by Executive Grant Management Committee

Process Owner Finance & Administration

Process Objectives

32. The grant entity data (GED) process*'* enables the efficient and effective delivery of all grant life cycle
processes through use of accurate and updated information on Coordinating Mechanisms (CM)415,
Principal Recipients (PR)*'6, Local Fund Agents (LFA) and third-party organizations (Third Party).
These are Global Fund partners that are actively engaged in the grant life cycle and collectively referred
to as “Grant Entities” in this OPN.

33. The GED process is facilitated through the Global Fund Partner Portal, an online platform that serves
as a central point of information entry and document sharing.

34. GED refers to the data sets presented in the diagram below. These data sets are critical to the
execution of grant life cycle processes and may have legal and/or grant funding implications (i.e., used
in the preparation of legal documents and/or release of Grant Funds). Refer to Annex 2 for definitions
of terms used throughout this OPN.

- { GRANT ENTITY DATA J ~
PR* CM LFA Third Party

Organization Information v v Vv v

Banking Information v v

Contacts with Signatory Rights v v v

Contacts with Nolice Rights v v

Contacts with GED Access Rights v v Vv

St by v v v

Key Country Actor v

\ /

. >y

* And Lead Implermenter if applicable (see footnote 3). The relevant GED for Lead Implementers are: Organization Information, Contacts with Notice Rights
and Contacts with Access Rights. Lead Implementer GED are all non-Core GED

35. The key steps for managing GED are presented in the following diagram:

414 Formerly known as Master Data process.

415 Throughout this OPN, references to CM include any Country Coordinating Mechanism (with or without CCM Funding Recipient), Regional
Coordinating Mechanism (RCM), Regional Organization (RO) or other applicants, as applicable. In addition, unless defined in this OPN or the
context otherwise requires, all capitalized terms used in this OPN shall have the same meaning set out in the Global Fund Grant Regulations (as
amended from time to time). For terms not defined in the Global Fund Grant Regulations (as amended from time to time), please refer to Annex
2.

416 And Lead Implementer (LI), if applicable. LI arrangements are only applicable where a government implementer (such as the Ministry of Health)
is not mandated to sign Grant Agreements per national laws or other reasons. In such cases, the mandated Government entity (such as the
Ministry of Finance or Ministry of Foreign Affairs of the Host Country) signs the Grant Agreement as PR with the Government implementer (such
as the Ministry of Health of the Host Country) acting as LI to lead grant implementation. LI arrangements do not change or waive the accountability
and responsibilities of the PR for implementation of the grant under the terms of the relevant Grant Agreement. The LI role must be clarified in the
Grant Agreement such as in the grant budget's Summary Budget. if an LI has been selected for expenditure tracking purposes. Please consult
with the Country Team Legal Counsel for appropriate wording to be included as an attachment to the Summary Budget.
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Standard Grant Entity Data processes

S —
\

SUBMIT , REVIEW VALIDATE |

v/ 4 . —y

Global Fund Secretariat Review & Validation

COUNTER-TERRORIST FINANCING MONITORING

ANNUAL DATA QUALITY REVIEW

Operational Policy

36. This Operational Policy Note (OPN) defines the principles, rules and requirements for the submission,
review and validation, and data quality review of GED. It applies to country and multicountry portfolios
and grants.

37. Guiding Principles

i. GED Responsibility and Accountability. Grant Entities are the source of their respective GED*'7.
They are responsible and accountable for the integrity and quality of the data that they provide to
the Global Fund, which includes ensuring its accuracy, completeness and overall compliance with
the requirements of this operational policy. Grant Entities are responsible for defining and
creating*'8, updating and managing their own information. Global PRs*'® are also accountable for
both their headquarters and country-level GED.

i. GED Protection and Privacy. GED containing personal data*?® which is submitted to the Global
Fund is processed and stored in accordance with the Global Fund Privacy Statement and the
Global Fund Personal Data Protection Regulations. These policies ensure the Global Fund abides
by internationally recognized standards for protecting personal data. In turn, Grant Entities are
responsible for processing personal data in compliance with the requirements on privacy and data
protection contained in their contracts with the Global Fund.

iii. GED Use. Grant Entity Data is used, among other things, for the execution, monitoring and
reporting of grant life cycle processes. The Global Fund Privacy Statement for Global Fund Grant
Funding and Management Activities provides details on the various purposes for which GED may
be used.

A. SUBMIT GED

38. The timely creation and updating of GED is crucial to support end-to-end grant life cycle processes,
from funding request development to grant closure. This avoids unnecessary delays in preparing and
signing grants, processing annual funding decisions and disbursements, among others. Annex 3

47 Under the Data Governance Committee Terms of Reference and the Information Data Regulations, these entities are the “Data Owners”.
418 Except in cases defined in Submit GED section of this OPN.

419 As defined in Annex 2.

420 As defined in Annex 2.
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illustrates the use of GED across the whole grant life cycle. Grant Entities must take note of these
milestones, and others listed in the respective grant life cycle Operational Policy Notes and Procedures
and plan their GED creation or updates accordingly.

39. Applicable Rules and Requirements. All Grant Entities must ensure the quality of their GED (i.e. that
all required information is complete and accurate with accompanying supporting documents) and that
they comply with applicable rules and requirements for creating and updating GED defined in Annex
4.

40. Creation and Update. Each Grant Entity owns and is responsible for creating or updating their GED,
including obtaining consent before entering personal data. However, the Global Fund Secretariat
undertakes the creation of new organization information in all cases as new organizations do not yet
have access to the Global Fund Partner Portal.

41. Depending on the type, GED is created and updated through the Grant Operating System (GOS) GED
Module, the Global Fund Partner Portal (GED Module) and/or the Global Fund System (GFS). Grant
Entity Contacts with Access Rights to the Global Fund Partner Portal are required to enter a verification
code when logging into the Global Fund Partner Portal (Multi-Factor Authentication) and must agree
to the Partner Portal Terms of Use.

B. REVIEW AND VALIDATE GED

42. Review. All GED submitted by Grant Entities undergoes a review process by the Global Fund
Secretariat to ensure appropriate checks have been performed on information to be used in grant life
cycle processes. The Country Team may also ask the LFA to perform in-country verification of GED of
PRs and CCM.

43. The review process focuses on ensuring data quality, specifically:

i. completeness of GED and supporting documents;
ii.  accuracy of information against submitted supporting documents; and
iii.  and compliance with the GED requirements defined in this OPN.

44, Validation. Based on the review, GED will be validated by the following before being reflected in Global
Fund systems:

B Grant Entity Data Validation
PR Organization Information Creation of new organization and update of official name:

Financial Transaction Management

Other organization updates:
o Regular PR: Country Team — Program Officer (PO)
o Global PR: Senior Specialist, GFSC

Banking Information Creation / Update / Deactivation: Grant Finance Service
Center

Contacts with Signatory Rights; Contacts Financial Transaction Management

with Notice Rights

Contacts with GED Access Rights Regular PR: Country Team — PO

Contacts with Grant Deliverables Access Global PR: Senior Specialist, GFSC
Rights (Editor / Submitter)
Key Country Actor
CM Organization information Creation of a new CM organization and updates: CCM Hub

Contacts with Signatory Rights New Chair / Vice Chair / acknowledgment signatories and
update of critical fields*?? for existing Chair / Vice Chair /
acknowledgment signatories: CCM Hub

421 And L, if applicable. LI GED (Organization Information, Contacts with Notice Rights, Contacts with GED Access Rights and Contacts with
Grant Deliverables Access Rights (Editors and Submitters) follows the validation process for Regular PRs.
422 First Name, Last Name, Role, Recipient Status
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Update of existing Chair / Vice Chair / acknowledgment
signatories without critical fields*?® edited: Country Team —

PO
Contacts with GED Access Rights (Admin CCM Hub
Focal Point)
Contacts with Grant Deliverables Access CCM Hub:
Rights (Editor / Submitter) e New Chair / Vice Chair / Admin Focal Point with Grant
Deliverables Access Rights
e Update of critical fields*?* for existing Chair / Vice Chair /
Admin Focal Point with Grant Deliverables Access
Rights
Country Team — PO
e New and updates to Member, Non-member, Alternate
with Grant Deliverables Access Rights
e Update of existing Chair / Vice Chair / Admin Focal
Point with Grant Deliverables Access Rights without
critical fields edited
LFA Organization information LFA Coordination Team
Contacts with Signatory and Notice Rights
Contacts with GED Access Rights
Contacts with Grant Deliverables Access
Rights (Editor / Submitter)
Third Organization information Financial Transaction Management
Party
Banking information
Relationship between PR and Third Parties
C. INTEGRITY DUE DILIGENCE

45.

46.

47.

48.

In parallel with the review and validation process described above, the Global Fund Secretariat screens
all Grant Entities against (a) international terrorism and (b) sanctions lists. The due diligence review is
focused on screening of organization, banking information and contacts data against these lists. The
Essential Due Diligence Procedure provides an overview of the process.

DATA QUALITY REVIEW

Data Quality. To ensure data quality, Grant Entities must undertake a regular (at least annual)
comprehensive review and clean-up of their GED focusing on ensuring completeness, accuracy and
compliance with GED requirements as well as removing duplicate records or outdated GED. In
addition, the Global Fund will carry out a regular data check and cleansing exercise.

Deactivate GED. Where a GED record has expired or is no longer valid, it will be deactivated and
archived by the Global Fund in accordance with the applicable Global Fund regulations on information
and data (as amended from time to time). Depending on the type of GED, the deactivation process is
initiated by Grant Entities. Annex 6 defines scenarios and approaches for deactivation of GED records.

The standard approach defined above also applies to multicountry portfolios and grants. The Global
Fund’s Portfolio Services Team (PST) is responsible for internal review of GED relating to Global PRs.

423 |bid.
424 |bid.
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Requirement by
. Portfolio Category
GED Deliverables HI & Focused
Core |A |T |Li |Le

Submit GED
Change request to create, update or deactivate GED submitted in Global Fund R
systems with supporting documents, as needed
Review GED
Secretariat-reviewed change request R
LFA review BP
Validate GED
Validated change request by defined authority \ R
Integrity Due Diligence
GED screened against (a) international terrorism and (b) sanctions lists. ‘ R
Data Quality Review
Comprehensive review and clean-up of GED \ R

A: Aligned; T: Targeted; Li: Light; Le: Legacy
Level of Requirements:

R Required

BP Best Practice

- Not required

1. Third Party Organization (Third Party): A Supplier of services or goods who may receive direct
disbursements of Grant Funds from the Global Fund. The Direct disbursements may either be
requested by the PR or mandated by the Global Fund Secretariat in accordance with the OPN on
Annual Funding Decisions and Disbursements*?5.

2. Global PRs: refer to (i) all “United Nations” organizations, and (ii) “other Multilateral Organizations”,
“International Non-Government Organizations” and “International Faith-based Organizations”
implementing in more than one country or multicountry. See Annex 5 of this OPN for the Global Fund
categorization of implementers.

3. Organization information: refers to information about the organization to be captured in the legally-
binding documents for the successful execution of grant lifecycle processes (such as official name,
address and legal / disbursement signatories).

4. Banking Information: provides details of the bank account that will be used to receive disbursements
from the Global Fund (such as Bank Account Number, Account Holder Name, Legal Owner of the Bank
account, SWIFT/ABA (where applicable) and IBAN (where applicable).

5. Contacts with Signatory Rights: refer to persons that are duly authorized by the organization to sign
or acknowledge legally-binding documents and/or to sign disbursement requests.

6. Contacts with Notice Rights: refer to the persons that will serve as the contact point for Global Fund
notices regarding contractual matters (as per the terms of the relevant Grant Agreement) and/or grant
or portfolio-specific correspondences.

7. Contact with GED Access Rights: refers to the person that has access to the Global Fund Partner
Portal to manage GED.

8. Contact with Grant Deliverables Access Rights — Editor*?®: Contacts responsible for accessing,
completing, and attaching grant deliverables through the Partner Portal. This includes Funding

425 See Operational Policy Manual.

426 Editors are expected to be PR staff, CM and LFA members who work on Global Fund grant deliverables, such as PR specialists in public
health, finance or procurement & supply chain management or disease managers responsible for overseeing specific grants, and CM and LFA
team members.
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Requests (completed only by CMs), Grant-making documents, Pulse Checks and PU/DRs (completed
by PRs and/or LFAs) along with any required supporting documentation Editor rights are assigned per
grant / portfolio*?”, and one contact can be Editor for either one or multiple grants / portfolios.

9. Contact with Grant Deliverables Access Rights — Submitter*?®: Contacts responsible for submitting
grant deliverables (e.g., Funding Request, Grant-making, Pulse Checks, PU/DRs) to the Global Fund
through the Partner Portal, in addition to having Editor rights (access, complete and attach).

10. Key Country Actor: Key government contacts who are not part of a PR or CM that receive routine
operational communications from the Global Fund at the same time as other registered PR and CM
contacts (including Organization Representative for Notices, Authorized Signatory, Editors and
Submitters).

11. Personal Data: means any information relating to a natural person who can be identified by such data,
from such data and other information, or by means reasonably likely to be used related to such data.
This can include biographical data, such as name, sex, marital status, date and place of birth, country
of origin, country of asylum, individual registration number, identification number, occupation, religion,
ethnicity, sexual orientation, biometric data such as a photograph, fingerprint, facial or iris image,
location data, an online identifier, or information that is linked specifically to the physical, physiological,
genetic, mental, economic, cultural or social identity of the person.

427 PR roles are assigned per grant, LFA roles per portfolio.
428 Submitters are expected to be those PR staff, CM and LFA members with authority to submit final grant deliverables to the Global Fund,
such as the PR program or grant manager, LFA focal point or CM Admin Focal Points.
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( THE
") EEREn
Operational Policy Note
Country Risk Management
Approved on 6 November 2023
Approved by Executive Grant Management Committee
Process Owner Programmatic Monitoring and Risk Division

Process Metrics for Country Risk Management
First and second line teams are expected to meet the following key performance indicators:

e Grant Design and Approval: % of High Impact and Core portfolios that have a completed
Integrated Risk Management (IRM) at the time of GAC approval.

e Grant Monitoring: % of country risk signed-off through Country Risk Management Memorandum
(CRMM) and/or Portfolio Performance Committee (PPC) during the year for High Impact and Core
portfolios

e Grant Monitoring: % of cumulative Key Mitigating Actions (KMA) completed that were due to be
completed for the reporting period.

e Grant Monitoring: % of cumulative Assurance Activities completed that were due to be completed
for the reporting period.

1. The Global Fund supports programs across the globe to fight HIV, tuberculosis, and malaria. This
often involves operating in challenging humanitarian and development contexts, or in countries with
less resilient health structures. The grant operations involve multiple implementers with diverse
programmatic, financial, and managerial capacities.

2. Risk*?° is an everyday part of the Global Fund’s operations. To deliver on its mission to end the
epidemics, the Global Fund needs to take risks, often over sustained periods of time and balance
the risk (i.e., the risk trade-off) of not delivering the Global Fund’s mission with programmatic,
fiduciary, ethical, and integrity risks.

3. Effective risk management is a key element of good governance and is embedded within the
organization's operating model. It provides reasonable assurance that:

i. Significant risks are identified and monitored, enabling management to make informed decisions
and take timely action;

ii. Opportunities are maximized with confidence that risks will be managed; and
iii. Objectives, as set out in the Global Fund’s strategy, are achieved.

4.  In-country stakeholders (i.e., the front line of defense), such as implementers, partners, and Country
Coordinating Mechanisms (CCMs)*3°, greatly impact grant outcomes by managing risks on a day-
to-day basis. Global Fund Country Teams (CTs) work with implementers to align, prioritize, and
coordinate risk management efforts. Embedding risk management through the grant life cycle aids
in:

i. Promoting an environment in which CTs are responsible and empowered to manage risk and
have a consistent understanding of the principles by which the Global Fund differentiates its
approach to risk management;

ii. Enabling CTs to identify, prioritize, mitigate, and assure key risks that may prevent the program
from achieving grant objectives, as well as escalate proposed strategies and actions for key risks
that may affect the Global Fund as a whole.

429 Risk is the probability of an event occurring and the consequences if it should happen. Applied to the Global Fund, a risk is an uncertain
event or condition that, if it occurs, will adversely impact the achievement of the Global Fund’s strategic and operational objectives.
430 Throughout this OPN, references to CCM include any RCM, RO or other coordinating mechanisms, as applicable.
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iii. Providing opportunities throughout grant implementation for second line functions to advise on
and oversee the first line executing their risk management responsibilities, and to monitor and
report on the progress of implementation**'; and

iv. Fostering management support to debate and make critical risk trade-off decisions.

5.  The overall risk management architecture of the Global Fund is informed by the Risk Management
Policy, the Board-approved Risk Appetite Statements*®?, the Enterprise Risk Management
Framework, and subsidiary documents to this framework.

6. The Global Fund categorizes risk sources into three broad areas — country or grant facing risks,
internal Global Fund Secretariat operational risks, and business process risks,*3 to ensure risk
management processes, systems, and tools are appropriately tailored to the context.

7.  This Operational Policy Note (OPN) focuses on the country risk management framework internal to
the Global Fund Secretariat. The OPN applies to country and multicountry portfolios and grants,
unless otherwise specified in the dedicated multicountry section. While the principles and general
requirements defined in this OPN apply across all portfolios, the specific risk management
deliverables do not apply to Focused portfolios, unless explicitly stated. Annex 1 provides a summary
of the risk management deliverables and how they apply to each portfolio category.

The Enterprise Risk Management Framework

Figure 1. The core risk management activities of each line of defense, including enablers and types of risk
managed, are illustrated using the ‘three lines of defense’ model.

Core activities of the three lines of defense
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8.  The Global Fund employs a ‘three lines of defense’ model to manage risks to the organization’s
strategic objectives. This model provides a clear delineation of risk management responsibilities
across different functions within the organization. Each line is responsible for a specific set of ‘core’

431 For the definition of the first and second line within the context of the “Three Lines of Defense” model, please see the Enterprise Risk
Management Framework_as well as Sections A1 and A2 below in this OPN describing the roles and responsibilities of first line and second line
teams respectively.

432 Risk Appetite Framework approved by the Global Fund Board on 10 May 2018. The Global Fund Board approved the latest amended Risk
Appetite Statement on 11 May 2023 (GF/B49/DP04).

433 This OPN only addresses grant facing Country Risks. Please see the Operational Risk Management Procedure and the Business Process
Oversight Procedure documents for additional information on these risk types.
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risk management activities, as outlined in Figure 1.43* The activities of all three lines of defense are

underpinned by a common set of enablers*3®, and the way in which these activities are executed
varies by risk type.

9. The core activities of all three lines of defense are ongoing and underpinned by continuous
communication and coordination across, and between, all lines of defense. The Global Fund Board,
through its standing committees, is responsible for overseeing the implementation of effective risk
management across all three lines of defense.

A.1. First line of defense

Core activities of the three lines of defenss
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10. In the context of Country Risk Management,*% the first line of defense is the Grant Management
Division (GMD), with the CT responsible for individual portfolios and responsible for delivering core
risk management activities. The first line of defense owns and manages country risks on a day-to-
day basis.

11. Grant-specific risks, as well as corresponding controls, mitigating actions, and assurances, are
systematically identified, prioritized, and tracked by CTs using the Integrated Risk Management
(IRM)*7 module in the Grant Operating System (GOS).

A.1.1. Risk identification and prioritization

12. The CT identifies the risks that may prevent the grant from achieving its objectives and rates them
considering the likelihood of the risk event materializing, and its expected impact or severity should
it occur, following a standardized methodology in IRM to determine a grant’s risk rating, as per the
sub-risks described in Annex 2.

43 |n addition to the organization’s three lines of defense, there is also the ‘front line of defense’. This is comprised of in-country actors including
implementers, in-country partners, and CCMs. The front line of defense manages the risks to achieving grant objectives on a day-to-day basis
and is central to effective risk management. The risk management activities of the front line of defense are outside the scope of this document.
4% For a detailed description of the key enablers of the risk management framework, please see the Enterprise Risk Management Framework.
43 Country Risk Management relates to uncertainty in achieving grant outcomes and ultimately the uncertainty in achieving the overall mission of
the Global Fund. This includes risks to both individual grants and to country portfolios across several areas. Please see the Enterprise Risk
Management Framework for additional details.

437 A new version of IRM was launched in February 2023 to replace the original module on GOS, effective 1 April 2023.

(¢}’ THE GLOBAL FUND Page 148 of 216



/ﬂ\ Grant Life Cycle Funding Request & Grant-making Grant Implementation Throughout the Cycle

13. As part of dynamic risk management, CTs in High Impact and Core portfolios must also carry out
risk assessments*3® at the grant level and update IRM as information becomes available to CTs
throughout the grant life cycle.43°

14. One method of risk identification is through a capacity assessment to determine the risks associated
with implementation capacity in critical areas (human resources availability and skills, policies,
guidelines, procedures, systems, and tools) to ensure the Principal Recipient (PR) can successfully
achieve the grant objectives.**° Capacity assessments are required:

i. During the Funding Request review period**' for: (1) all new PRs**?2 who have not previously
implemented the disease component for the Global Fund in the country/countries where the grant
will operate, and (2) existing PRs who will be implementing new activities for which their capacity
has not been previously assessed.*43

ii. For continuing PRs: a risk-based thematic capacity assessment review of core implementation
capacities may be conducted for those prioritized risks rated ‘High’ or ‘Very High’, where better
understanding of challenges in capacity would help unblock implementation. A thematic capacity
assessment may be initiated by the CT or by the PPC Co-Chairs and may assess: (1)
implementation and effectiveness of existing processes, procedures, and controls; (2) the impact
of mitigating actions and systems strengthening investments on the residual risk; or (3) identify
any emerging risks.

15. PRs are responsible for assessing the capacity of sub-recipients (SRs) and other implementers.
However, CTs can also undertake capacity assessment for SRs or other implementers, as they
determine necessary.

A.1.2. Risk mitigation and control

16. Based on the risk identification, CTs, in collaboration with implementers and country stakeholders,
as appropriate, design, plan and facilitate implementation of prioritized mitigating actions and
controls that will reduce the likelihood of a risk event materializing, or its impact, should it occur.
When designing mitigating actions, the use of national systems is encouraged to support capacity
strengthening and leverage accountability of national institutions.

17. The risk assessment is not expected to document all known root causes and potential mitigating
actions within IRM. The assessment should rigorously prioritize and focus the efforts of the CT and
implementers on key actions that will have the most impact on reducing the risk. Prioritized root
causes identified for sub-risks should have mitigating actions to manage the sub-risks to an
acceptable level. CTs are encouraged to focus on Key Mitigating Actions (KMA) and other prioritized
mitigating actions (MA) that will directly address key bottlenecks to the program achieving grant
objectives.

18. Not all risks can be fully mitigated and, in some cases, it may be necessary to accept that a risk may
materialize. The organization’s agreed risk appetite sets the parameters and the amount within which
the Board is willing to accept risk in pursuit of strategic objectives (see the Board report on the Risk
Appetite Framework for further guidance). For risk and sub-risks considered ‘High’ or ‘Very High’,
the CT should include mitigating actions. In instances where the CT considers the Global Fund’s
ability to mitigate or control the risk is low, they may propose alternative risk management strategies
to transfer, accept or avoid risks (see the Mitigating Action Guidance document for additional details
on strategies to address risks).

4% Risk Assessment in the context of Country Risk Management means the completion and ongoing update of IRM.

4% This can be informed by changes to the country context, updates received from progress reports, assurance and audit reports, mission reports,
or other sources of information. For additional triggers on when a risk assessment should be updated please see the risk rating guidance included
in IRM.

440 Once a capacity assessment is completed, the CT documents and shares the outcome of the assessment with the PR and any mitigating
actions to address identified capacity issues. Any material issues should also be documented in IRM to ensure timely tracking and follow-up. If
material capacity issues would result in the nominated PR not being able to implement the grant then the CT should reject the PR and the CCM
would be required to propose a new PR. Please see the Capacity Assessment Guidelines for additional information.

41 1n exceptional cases, where a capacity assessment requires more time, this must be completed as soon as possible during grant-making.

442 |Including Lead Implementers when the PR is considered a “pass through” or “pay through” PR.

443 See the Country Risk Management Operational Procedures for examples of potential triggers of an existing PR.
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A.1.3. Assure

19. Comprehensive portfolio-level assurance planning is required to be documented in IRM for High
Impact and Core portfolios to gauge whether adequate controls and mitigating actions are in place
to manage key portfolio risks and achieve grant objectives. Planning of strategic assurance activities
for the implementation period is initiated during grant-making and finalized at the start of grant
implementation. The assurance plan is updated on an annual basis prior to the annual Local Fund
Agent (LFA) budgeting exercise, in as much as an LFA’s scope of work will be directly informed by
activities prioritized within the assurance plan*** or when triggered by specific events.

20. Assurance activities must be defined at the risk level, aimed at providing the Secretariat with
confidence that the grant is effectively and efficiently achieving program objectives. Assurance
activities must be:

i.  Tailored to the specific context and risks of the grants, considering the nature, complexity,
and objectives of the assurance activity;

i. Proportionate to the level of risk, which means that higher risks may require more thorough
assurance (i.e., more than one and more in-depth assurance activities), while lower risk may
require less;

ii.  Effective and designed to produce meaningful results to enhance the degree of confidence of
the intended users that inform decision-making. This requires the ability to identify issues or
weaknesses, propose feasible solutions, and communicate results and recommendations
effectively to relevant stakeholders.

21. For comprehensive guidance on assurance planning, please refer to the Assurance Activity
Guidance and the Risk and Assurance Handbook.

A.1.4. Monitoring and reporting

22. Country Teams, as part of their first line responsibility, monitor the progress of prioritized mitigating
actions and controls during grant implementation, and assess the effectiveness and impact of these
using information from multiple sources, including assurance reports and PR reporting (see OPN on
Oversee Implementation and Monitor Performance). This will support their ongoing assessment of
risk levels and trajectories and lead to timely identification of emerging risks.

23. As part of reporting requirements, the High Impact and Core portfolios submit an annual update of
the comprehensive risk assessment, the ‘Country Risk Management Memorandum’ (CRMM) to the
Portfolio Performance Committee (PPC) for its review and approval.*4®

24. The combination of monitoring and reporting creates a feedback loop that informs updates to risk
ratings and root causes, and adaptations to existing (or the introduction of new) mitigating actions
and assurance activities. Emerging risks, issues, anticipated changes to risk levels and trajectories,
should be escalated for senior management acceptance based on agreed thresholds (see CRMM
and PPC sections below for approval of risk appetite decisions).

444 Planning and documenting Assurance Activities in IRM should begin during grant-making as part of finalizing the risk assessment before
GAC submission. All activities must be planned and documented by no later than 3 months after the grant start date. Annual updates are
relevant for both LFA and non-LFA assurance providers.

445 See the Governance section for more details on the requirement to submit an annual CRMM for approval.
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A.2. Second line of defense

Core activities of the three lines of defense
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25. The second line of defense is led and coordinated by the Risk Department that works in close
collaboration with other functional second line risk owners, as outlined in Annex 2, to provide
guidance, advice, independent oversight and monitoring over the first line risk management
activities. In addition to these defined second line functions, Ethics and Legal also provide relevant
oversight and advice.

A.2.1. Policy development

26. The Risk Department, in coordination with other second line functions and first line functions,
develops risk management frameworks, tools and guidelines*4 to embed risk management into
Secretariat processes across the grant life cycle. This enables a systematic and consistent risk
management by both the first and second lines of defense.

A.2.2. Advice

27. The second line functions provide technical advice to the first line of defense through development
of technical information notes, internal guidance documents and tools to support portfolio
management, and undertake training and capacity building activities, as required. This also involves
working with individual first line teams, in line with the principle of differentiation, to provide direction,
support in the identification and prioritization of risks, design of mitigating actions and controls and
assurances. Second and first line functions also feed into the overall risk management framework,
tools and guidelines for strengthening the country risk and grant risk management at the
organizational level.

A.2.3. Oversight

28. The second line functions support and ensure that the first line is executing their risk management
responsibilities in line with the relevant frameworks, policies, and procedures. They also periodically
review, assess and, where required, provide guidance on the adequacy of risk mitigation plans and
internal controls for their respective areas, taking into account resource availability and risk-based

446 |n the context of Country Risk, this can include standards, technical briefs, application guidance materials, grant related requirements and
expectations, assurance handbook, etc.
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prioritization decisions at country level.#*” In agreement with Regional Manager/Department Head,
second line functional owner and Head Risk Department, second line functions can also request
additional third party assurance, or carry out independent risk-based interventions to obtain
additional assurance on the progress of implementation.448

A.2.4. Monitor and report

29. The second line functions monitor the trends in progress of implementation and the impact of KMAs
and controls at the country level to inform its assessment of the progress towards the Global Fund’s
strategic goals and targets. Together, with the use of a range of other data sources,**° second line
functions triangulate the assessment of risk levels and trajectories by the first line and identify
emerging thematic risks and issues.

30. The first line functions summarize and update the Organizational Risk Register every quarter for
their respective functions. Risk data at the grant level is made available through GOS to aggregate
and report at the grant, disease, country, regional and global levels. Such analyses are incorporated
in the Organizational Risk Register.

31. The Risk Department’s independent analyses are derived from its risk oversight function and
contribute to the Chief Risk Officer's (CRO’s) Annual Assurance Opinion to the Board and its
standing committees.

32. The second line functions are also periodically requested to report to the PPC*%, Management
Executive Committee (MEC), the Board, and its standing committees on key risk themes in relation
to changes in the operating environment, on organizational risk levels and trajectories, and on the
overall status of risk management by the organization.

A.3. Third line of defense
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447 Second line oversight takes place across the grant life cycle and is documented in detail in the Country Risk Management Operational
Procedures. The main platform through which oversight is provided is through IRM, which includes grant-making reviews, quarterly reviews,
CRMM reviews, capacity assessments, but also via other forums such as PPC.

48 Independent risk-based interventions could include self-audits, fraud risk assessments, training and capacity building initiatives (i.e.,
strengthening the internal audit capacity of the Supreme Audit Institutes), thematic reviews, etc. These independent interventions are discussed
and coordinated with the first line team.

449 Including strategic and thematic evaluations led by the Evaluation Unit.

40 The PPC Co-Chairs review and approve the calendar for Country Portfolio reviews and Thematic reviews annually. Thematic reviews focus
on specific risk category or a sub-theme or an emerging risk.
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33. The third line of defense is the Global Fund’s independent assurance functions, and includes the
Office of the Inspector General (OIG), the Independent Evaluation Panel (IEP)*%!, as well as other
providers such as external auditors as engaged from time to time.

34. The core activities of the OIG are to independently audit the first and second lines, to conduct
investigations, provide advisory support and provide independent assurance regarding the
management of risks and controls.

A.4. Governance of risk management

35. This approach is embedded across all levels of management and the various management
committees (e.g. GAC, Executive Grant Management Committee (EGMC), Recoveries Committee
etc.) that are responsible for critical grant related decisions.#%?

A.4.1. Portfolio Performance Committee (PPC)

36. The PPC conducts Country Portfolio Reviews (CPRs) with a focus on priority areas for action to
address the most important barriers or opportunities to maximize impact in a specific country context.
The PPC has delegated authority to approve operational policy exceptions and Challenging
Operating Environment (COE) flexibilities based on CPR discussions (see PPC ToRs).

37. The PPC can conduct an Executive PPC*53 to follow up on agreed high priority CPR actions or to
respond to urgent and/or specific issues as these arise.

38. The PPC also conducts Enterprise or Thematic Reviews to assess progress towards impact across
the global portfolio in reference to key corporate and grant level indicators and targets; to identify the
portfolios and regions driving under-performance and agree actions, innovations or additional
support needed to address gap to targets; and to identify common issues, lessons-learned and good
practices that can be mainstreamed, transferred, or scaled up for greater impact across the portfolio.
These reviews also provide opportunity for identifying emerging risks.

39. The PPC reviews and approves the CRMM that documents the risk levels, target risk levels
(including timelines and rationale), the root causes, KMAs and prioritized mitigating actions, and
assurance activities.

40. Management’s acceptance of selected risks in portfolios is one of the key outcomes of a PPC review.
The acceptance of a risk is contingent upon the scope of influence of the Global Fund and
progressive risk management responses have been attempted, the trade-offs involved and the
implementation and success of agreed upon actions and/or controls.

41. The PPC, as part of its responsibility for implementation oversight, actively makes risk trade-off
decisions** within the Secretariat and ensures alignment between these decisions and the risk
appetite framework set by the Board.

42. CTs make risk trade-off decisions on a regular basis during day-to-day grant management but are
expected to escalate decisions to the PPC when organizational endorsement of a significant risk
trade-off decision during implementation is needed. This may include, but is not limited to, decisions
related to matters related to Additional Safeguard Policy or COE flexibilities, implementation
decisions, including material changes to assurance arrangements that could significantly increase

41 The IEP is an advisory group, accountable to the Board through the Strategy Committee (SC), providing assurance of quality and independence
over Global Fund independent evaluation activities to the Board.

The IEP collaborates with the Board through the SC to identify evaluation needs with regards to design, implementation, and results of Global
Fund’s policies and programs and ensure timely communication of evaluation findings and recommendations to inform decision-making
processes.

452 Refer to the Terms of Reference for the various Management Committees on mandate and responsibilities

453 Executive sessions provide a platform for focused discussions on thematic issues and decision-making on critical country issues of particular
importance to Global Fund impact and strategy, including crisis situations.

454 A risk trade-off decision refers to the process of choosing between different courses of action, each of which has different levels or types of
risk. The decision-making process involves evaluating the potential benefits and detriments of each option and deciding which level and type of
risk is most acceptable given the circumstances.
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the programmatic, fiduciary or reputational risks, or risks that transcend their portfolio and have
implications for the Global Fund or other portfolios.

A.4.2. Key Issues Meeting (KIM).

43. The KIM is a mechanism for the CT and second line functions to review the portfolio performance,
the prioritized risks, KMAs and assurance activities. It provides input and feedback to the CT on the
portfolio risk assessment articulated through the draft CRMM. The KIM also provides an opportunity
to undertake a cross-functional and transversal review of root causes and drivers of risk, such as
fraud risks consistent with the Global Fund Policy to Combat Fraud and Corruption (PCFC), and
Value for Money.

44. KlMs are held in advance of all CPR meetings to provide general inputs and guidance to the CT
based on the draft CRMM. The KIM can be held to review a CRMM and/or focus on key issues and
operational plans. This decision is made by the KIM Co-Chairs, in consultation with second line
functions (see the KIM ToRs for additional information) based on the evolution of the portfolio risk.

A.5. Risk management across the grant life cycle

Grant Implementation
Funding Request
mplementation Oversight Annual Funding Declalon

Rink Management - Ongoing IRM Update

45. This section outlines the critical milestones across the grant life cycle where risk analysis feeds
directly into grant life cycle processes. While the milestones described below are standard, there will
also be specific issues that arise during the grant life cycle that will require the use of risk analysis,
thus underscoring the principle of ongoing risk management and ensuring appropriate actions are
taken in a timely manner.

46. The requirements are described in detail in the Country Risk Management Operational Procedures.
Below are the risk requirements at each stage of the grant life cycle.

Grant Life Cycle
Process and Milestone

Funding Request

Country Dialogue e For High Impact and Core portfolios, the CT provides the applicant with the
Secretariat’s view of key risks relevant to the disease/RSSH component to
facilitate the development of the funding request at the beginning of the
country dialogue process.

e Applicants will then be required to describe how they will directly address
these risks in the funding request.

Review of Funding | ¢ In the Secretariat Briefing Note, CTs in High Impact and Core portfolios, in

Request consultation with relevant second line functions, document their analysis of

the applicant’s proposed actions to address key risks shared during country

dialogue and highlight gaps not addressed in the funding request by the
applicant that will need to be addressed during grant-making.

Capacity Assessment | ¢ For all portfolios, where a proposed PR formally submitted by the applicant

of PR meets the criteria for requiring a Capacity Assessment (CA), the CT uses

IRM to tailor a CA for the LFA to complete an assessment of the proposed

PR. The CT shall complete the CA prior to the receipt of the TRP

recommendations. In exceptional circumstances when it cannot be

completed by that time, it must be completed a quickly as possible to be able
to inform the grant-making process.

Risk-related Requirements

Grant-making

Identify Residual Risks | ¢ CTs for High Impact and Core portfolios shall work with CCMs and
and Mitigating Actions implementers to ensure that critical risks to the achievement of grant
objectives are addressed to the extent possible, and that appropriate
controls and mitigating actions are put in place for residual risks that cannot
be addressed within the grant-making period.
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o CTs initiate planning of strategic assurance activities in IRM for the full
implementation period. These are finalized at the start of grant
implementation and updated on an annual basis prior to LFA budgeting
exercise.

e High Impact and Core portfolios will complete their risk assessment in IRM
of residual risks not addressed during grant-making. This includes ensuring
all risks are rated, root causes are identified, and KMAs and assurances are
documented.

e Second line functions review IRM and advise CTs if they are aligned or not
with their assessment of residual risks and planned mitigating actions and

assurances.
Complete Grant- ¢ High Impact and Core portfolios include the residual risks, root causes and
making Final Review KMAs from IRM in the Grant-making Final Review Form (GMFRF) for
Form presentation to the Grant Approval Committee (GAC) - a mandatory step

before GAC submission.

e Completion of the risk assessment in IRM forms the basis of the Risk
Department’s “no objection” review within 48 hours of receipt of GMFRF to
ensure that:

o all key risks related to grant objectives have been identified and
appropriately prioritized;

o KMAs are adequate to manage the risks at an acceptable level; and

o appropriate strategic assurance mechanisms for the implementation
period are identified.

¢ Inline with the GAC Terms of Reference, an element of the GAC review and
approval of the grant is the acceptance of the residual risks and the
mitigation strategy to be actioned during grant implementation.

Grant Implementation

Portfolio Oversight by | ¢ Quarterly IRM Review: IRM is a dynamic risk management tool designed

Second Line and to be updated on an ongoing basis throughout grant implementation to

Senior Management reflect changes in country and implementation contexts based on recent
partner or other assurance provider reports, and on the status of
implementation.

e On a quarterly basis, Risk Specialists and relevant second line focal points
will be notified of changes made by CTs of High Impact and Core portfolios
during the previous quarter for review and provide comments, if needed.
Notifications are based on a predefined set of triggers.*%®

e Annual Country Risk Management Memorandum: On an annual basis,*5¢
the CT of High Impact and Core portfolios will initiate a CRMM review and
approval process in IRM once fully updated by the CT across all risk
areas.*®’

PR reporting e PUs and PU/DRs provide an opportunity for CTs to get a comprehensive
update by the PR and LFA (if applicable) on the status of mitigating actions
assigned to the PR as well as the identification of any new issues during the
reporting period that may impact the program’s ability to achieve grant
objectives.

o The Performance Letter sent to the implementer shall include (at a minimum)
the list of prioritized risks, mitigating actions and timelines relevant to the

implementer.
Annual Funding | ¢ For High Impact and Core portfolios, the CT will ensure that the risk section
Decisions (AFD) of the AFD is updated with the most current risk information available to the
CT, including:

o all risks related to key grant objectives relevant to the activities being
funded have been identified and appropriately prioritized and rated;

455 See the Country Risk Management Operational Procedures for details of the triggers and how the review process functions.

4% A CRMM due date is set annually at the beginning of each calendar year in the IRM Admin module based on written agreement with the CT
and relevant DH. The CRMM due date is typically on the anniversary of the previously approved CRMM but can be adjusted to portfolio
priorities or other milestones (i.e., the start of an OIG Audit or a CPR presentation to the PPC).

47 See the Country Risk Management Operational Procedures for details of what must be completed and the review and approval process for
the CRMM.
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o  mitigation measures are adequate to manage the risks at an acceptable
level; and
o  appropriate assurance mechanisms are planned.

o |If the Risk Specialist does not raise an objection within 48 hours of receipt
of the annual decision-making form (ADMF), their agreement with the risk
analysis is assumed. If an objection is raised and not resolved in a timely
manner, the issue is escalated to the next management level.

Revisions e Grant revision requests are opportunities for CTs to assess progress made
to manage key risks during grant implementation and update IRM if required
to address any new risks emanating from programmatic or budgetary
adjustments.

e For material*>® programmatic revisions requests in High Impact and Core
portfolios, the Risk Specialist and/or relevant second line oversight function
will provide input on the identification and prioritization of the grant’s risks
and the adequacy of mitigating actions and assurance activities to the CT.

Closure

Implementation Period | ¢ For IP reconciliation cases (i.e., grant continues with the same PR for the
(IP) Reconciliation and next implementation period), it is critical that the residual risks not mitigated
Grant Closure during the previous IP are documented by CTs and carried forward into the

new grant IP (if relevant).

¢ In cases where the PR is being replaced, risks that remain relevant to the
new grant or PR (i.e., supply chain, data quality, or accessibility issues, etc.)
are transferred from the previous grant to the new grant.

e For High Impact and Core portfolios, CTs inform their Risk Specialist when
this has been completed for their review and alignment to close the grant in
IRM and remove it from the Risk Tracker.

The standard approach defined above also applies to multicountry portfolios and grants.

Requirement by Portfolio
Category
Deliverables HI & Focused
Core | | - | 5 @
Funding Request
Portfolio Risk CTrt?r?pares a Zu;nma:'l):/{ l?/lf thle tk?jy dristks faé:ing the "
portfolio sourced from related data and shares wi
Aiiecs:zr;\wﬂent SRhg;/Td the CCM or RCM (and other in-country stakeholders as R BP45°
wi ) or determined appropriate by the CT).
applicant
Risk section of SBN completed, highlighting gaps
between the Secretariat risk assessment compared to
Completed SBN — what was submitted by the CCM or the RCM in the BP i
Risk Section Funding Request, and what the CT is proposing needs to
be addressed during grant-making to mitigate the
residual risks.
Completed Capacity Using IRM, complete capacity assessment of new PR or R R
Assessment the existing PR undertaking new activities
Grant-making

458 This covers programmatic revisions requiring TRP review.
4 The discussion of risks is included in the Portfolio Analysis for Focused Portfolios.
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Residual Risks, . . e . o
o . Residual risks, mitigating actions and assurance activities
Mitigating Actions and ) . : ; .
Assurance Activities deflneq and captured in the IRM module, including rating R -
. o of all risks
identified
Capacity Assessment (when required) and IRM
Completed GMFRF — | completed for grants under review with details captured R )
Risk Section in Annex 4 of the GMFREF.
Grant Implementation
Assurance activities Strategic level assurance plan for the implementation R )
planned period completed in IRM.
Update IRM as information becomes available to CTs
IRM Updated throughout the grant life cycle. 46° R )
Conduct a risk-based thematic capacity assessment
Thematic Capacity review of c':or.e. imple.mentatio.n capacities for'continuing
Assessment PRs for prioritized risks consistently rated ‘High’ or ‘Very BP -
High’ where better understanding of challenges in
capacity would help unblock implementation.
Completed Quarterly Quarterly review of updates in IRM by second line
X : : R -
IRM Review oversight functions.
. KMAs and mitigating actions status update by PR, LFA (if
PR Reporting applicable) and CT R )
Annual Funding Review of the status of prioritized risks and the
Decisions: Risk effectiveness of mitigating actions put in place to address R -
Section Updated them based on the outcomes of assurance activities.
g;r:/mleted Annual Approval of the annual CRMM. R -
Grant Revision: CT to review and (if required) update of IRM following
Material Programmatic | Material programmatic revisions in consultation with Risk R -
Revision and relevant second line oversight function.
Closure
KMAs and assurance activities are closed at the end of
Grants in IRM closed | an IP or transferred (if applicable) to grant continuing in R -
the next IP.
Level of Requirements:
R Required
BP Best Practice
- Not Required

Annex 2. Country Risk Management Framework

Program Design & Relevance
Program Implementation and Efficiency
Program Design & Relevance
Program Implementation and Efficiency

HIV Program Quality

TB Program Quality Technical Advice and Partnerships

Malaria Program Quality Program Design & Relevance (TAP)
Program Implementation and Efficiency

RSSH and Pandemic Laboratory Systems

Preparedness Human Resources for Health TAP

460 This can be informed by changes to the country context, updates received from progress reports, assurance and audit reports, mission
reports, or other sources of information.
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Community Systems and Responses

M&E

Data Governance & Management

Data Generation, Availability & Quality

Data Analysis and Use

Program Monitoring Department
(PMD)

Human Rights and Gender
Equality

Human Rights

Gender Equality

Community, Rights and Gender
(CRG)

Procurement

Quantification: Forecasting & Supply
Planning

HP Procurement Processes and
Outcomes

Non-HP Procurement Processes and
Outcomes

Accounting and
Supply Fldu0|gry Risk
Operations Oversight

perat (AFRO)/Grant

(Planning and .

Finance
Procurement)

Managers

(GFMs)

In-Country Supply Chain

HP Warehousing Systems

HP Distribution Systems

HP Information Systems

Supply Operations (Supply Chain)

Quality of Health Products

Pre-Market Approval and Registration

Post-Market Approval and Use

Supply Operations (QA Policy and
Governance)

Grant-Related Fraud and
Fiduciary

Flow of Funds Arrangement

Internal Controls

Financial Fraud, Corruption & Theft

Value for Money — Financial Management

Accounting and Fiduciary Risk
Oversight (AFRO)

Accounting & Financial

Accounting & Financial Reporting

Accounting and Fiduciary Risk

Reporting Auditing Arrangements Oversight (AFRO)
Health Sector Governance
National Program Governance

In-Country Governance PR Governance GMD (GPS)

Implementation Effectiveness

CCM Governance

Health Financing

Domestic Health Financing and Co-
Financing

Sustainability & Efficiency

Health Financing Department
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( THE
S
Operational Policy Note
Challenging Operating Environments
Issued on 16 January 2017
Issued by Grant Management Division

Approved by  Executive Grant Management Committee

1. In April 2016, the Global Fund Board approved the Policy on Challenging Operating Environments
(COEs) to provide overall guidance on future Global Fund engagement in such contexts*', based on
the principles of flexibility, partnerships and innovation. COEs are critical to the Global Fund mission
as they account for a third of the global disease burden and a third of Global Fund investments.
However, COE portfolios often face heightened programmatic and implementation challenges. A
differentiated approach is hence needed to increase the impact of Global Fund investments in COEs.

2. The objective of this Operational Policy Note (OPN) is to provide operational guidance including
flexibilities for Country Teams to manage COE portfolios in an agile and timely manner, within the
principles defined in the approved COE policy.

3. Flexibilities are not limited to those described in this OPN. Additional flexibilities to the Board or
Secretariat policies may be granted through EGMC normal approval channels to ensure an adequate
response in these environments, in accordance with Global Fund policies and processes.

4. Categorization as a COE does not automatically guarantee eligibility for a flexibility. Country Teams
need to obtain EGMC approval for the package of portfolio management flexibilities proposed for each
COE portfolio through a memo. COE portfolios that are categorized as “High Impact” under the Global
Fund differentiation framework will be generally managed following the standard approach for High
Impact portfolios as defined in relevant OPNs.

5. This OPN will continue to be updated based on lessons learned and best practices.

Principles

6. The approach for managing COE portfolios is guided by the following principles defined in the COE
policy with the aim to maximize access to essential services and/or coverage:

e Flexibility. The grant management approach will be tailored to each COE context, with the types
of flexibilities differing based on each situation. Flexibilities should increase impact through
enhanced grant design, implementation, management and assurance. They should allow for
greater responsiveness and timeliness of Global Fund investments, reduce administrative burden
for implementing partners and Country Teams, and facilitate more effective service delivery to
populations in need.

e Partnerships. The Global Fund will optimize the types of partners in COEs to address
implementation weaknesses and strengthen grant performance. Given that the Global Fund does
not have in-country presence, operational collaboration with development, humanitarian, private
sector and non-traditional partners are essential for impact especially in COEs.

e Innovations. New approaches will be encouraged throughout the grant cycle in order to maximize
results in COEs.

COE Classification

461 GF/B35/DP09.
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7. COEs refer to countries or unstable parts of countries or regions, characterized by weak governance,
poor access to health services, limited capacity and fragility due to man-made or natural crises. COEs
may be experiencing either acute or chronic instability which will be considered in tailoring the country
approach (see Annex 1).

8. The Global Fund classifies COEs based on an external risk index (ERI). The ERI is a composite index
that is derived by compiling data from 10 authoritative indices*2 and is updated annually by the Risk
Department.

9. The ERI categorization drives the classification of a portfolio under COEs. The list is based on the
countries under the “very high risk” category of the ERI. Depending on emerging needs, ad-hoc
adjustments can be made to the COE portfolios list, in line with the ERI updates and other contextual
factors during the allocation period. For instance, countries facing an emergency situation can also be
classified as a COE. An emergency is defined as an event or a series of events which has resulted
in a critical threat to the health, safety, security or well-being of a large group of people. It can be the
result of an armed conflict and coup-d’état, natural disasters, epidemics or famine, and often involves
population displacement. Moreover, countries recovering from acute emergencies but continuing to
face critical threats may, on a case-by-case basis, continue to be classified by the Secretariat as a
COE.

10. The list of country portfolio classified as COE is determined for every allocation period and reviewed
annually with the possibility to add countries based on updates to the ERI and emergency status by
the Executive Grant Management Committee (EGMC). Once a country is categorized as COE, it will
remain in the list for the corresponding allocation period.

11. The Operational Policy Hub in the Grant Management Division, working closely with the Risk
Department and the Policy Hub, is responsible for defining the list of countries classified as COEs.
Potential additions to the COE list can be triggered by the Country Team, the Operational Policy Hub
or the Risk Department.

12. The existing list of COEs is provided at the beginning of this OPM«s,

Overall Management Approach

13. Given governance and capacity challenges in COEs, the overall engagement approach for a particular
country will be determined by the Country Team, who will define an operational strategy for the
portfolio that shall be tailored to achieving impact within the context and needs of the COE based on
an analysis of the portfolio. The portfolio analysis and operational strategy will be reviewed by a
Secretariat advisory committee* and approved by EGMC, prior to its application.

14. Each Country Team managing a COE portfolio shall undertake a portfolio analysis to define a strategic
approach for the portfolio management. The portfolio analysis and operational strategy will cover, to
the extent possible, the following:

¢ Country and epidemiological context
o Lessons learned from past implementation
e Portfolio risks and challenges

¢ Potential areas for Global Fund investment for the next allocation period (what is the impact that
the country needs to achieve in a COE and how can the investment be best focused to achieve
that?)

e Potential activities that may not be achieved given the country context

462 The 10 indices used to establish the ERI are: The Fragile States Index (Fund for Peace); INFORM Index (Inter-Agency Standing Committee
Task Team for Preparedness and Resilience); Global Peace Index (Institute for Economics and Peace); UN’s Safety & Security Index; Ease of
Doing Business Index (World Bank); and five of the six World Bank Governance Indices (Voice and Accountability Index, Government
Effectiveness Index, Regulatory Quality Index, Rule of Law Index; and Control of Corruption Index).

463 Annex 2 will be revised based on updates to the COE list.

464 The advisory committee membership and ToRs will be defined soon.
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e Proposed implementation arrangements
e Proposed policy flexibilities for the portfolio

15. ldeally, the Country Team should prepare the portfolio analysis and operational strategy before the
initiation of the country dialogue and funding request development process, namely if the Country
Team is planning to access flexibilities at the country dialogue and funding request stages. In case
the Country Team is not able to finalize the portfolio analysis and operational strategy within this
timeline, an extension of the timeline may be considered on a case-by-case basis.

16. The portfolio analysis and operational strategy can serve as the Global Fund engagement and
investment approach in a COE during the next allocation period. Changes to the EGMC-approved
operational strategy will require EGMC approval again, if the changes are deemed material. Materiality
will be determined by the Country Team, in consultation with the advisory committee.

17. This section captures differentiated approaches and flexibilities that may be applied for COE portfolios
depending on the context. As indicated in the section above, a Secretariat advisory committee will
review and advise on the tailored approach, before submitting to EGMC for final approval. Additional
flexibilities may be accessed at any point in time through the normal EGMC approval channels.
Examples of such flexibilities are summarized below:

Access to Funding and Grant-making

18. Sources of Funding. Global Fund financing for COEs is provided through country allocations. Under
exceptional circumstances, funding may be provided to COEs through the Emergency Fund46®,

19. Eligibility for Allocation. To be able to access an allocation, a country should be eligible to receive
Global Fund financing as defined in the Global Fund Eligibility Policy. Country components with existing
grants that would otherwise be ineligible to receive an allocation and apply for funding under the
Eligibility Policy due to either disease burden or income level, will be eligible to continue to receive an
allocation as long as their country remains classified as a COE. The application of this flexibility to a
particular COE should be requested by the relevant Country Team and approved by the EGMC, prior
to the country allocation exercise which is undertaken every three (3) years.

20. Use of the Allocation. In situations of significant cross-border displacement, the funding allocated by
the Global Fund to a host country can be used to cover services and access to medicines and health
commodities for the populations seeking refuge in the host country, in addition to providing services
for the host population. The funding allocation from the country of origin may also be used for services
in the relevant country hosting displaced populations from the country of origin, including where the
host country is not eligible for Global Fund financing, taking into account whether:

e The host country lacks the capacity and resources to deliver the necessary services through their
national health systems; and

e The provision of services for populations remaining in the country of origin continue, wherever
possible.

The use of a country’s allocation for supporting displaced populations in a host country is determined
on a case-by-case basis by the EGMC.

21. Country Dialogue. The manner in which country dialogue is conducted may be differentiated in
COEs, including how to engage relevant stakeholders appropriately given the context. The country
should, however, ensure the principle of striving for partner and stakeholder engagement is achieved
as optimally as possible within the prevailing context.

465 As noted in the COE Policy, the Emergency Fund is expected to be used for funding beyond COE country allocations to support activities that
cannot be funded through the reprogramming of existing grants during emergency situations. In such circumstances, Country Teams will consider
charging back to a grant funded by the country allocation to replenish the Emergency Fund.
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22. CCM and Non-CCM Arrangements. Country Coordinating Mechanisms (CCMs) are central to the
Global Fund’s commitment to country ownership and participatory decision-making processes. Where
possible, this multi-stakeholder partnership at the country level should be the main body to develop
and submit grant proposals to the Global Fund based on priority needs and oversee the progress
during implementation.

23. COE Countries that historically applied through CCMs that wish to continue doing so, may benefit from
a lighter review of compliance with the CCM requirements provided they have a track record of
compliance with these requirements, as demonstrated by previous Eligibility and Performance
Assessment (EPA) results. As such, those CCMs may submit simplified supporting documentation to
confirm compliance with CCM requirements. The CCM EPA conducted on an annual basis to
determine the level of functionality of a CCM may also be tailored to the context to focus on self-
assessment and light review (see CCM Eligibility and Performance Assessment Guidelines).

24. The Global Fund Framework document states that the Global Fund will consider proposals arising from
partnerships in circumstances such as (i) where there is no legitimate government; (ii) where there is
conflict, or natural disasters; (iii) countries that suppress or have not established partnership with civil
society and non-government organizations.

25. In exceptional circumstances, alternative governance arrangements will be coordinated by the Global
Fund, on a case-by-case basis, depending on the context of the COE and may include partner
coordination mechanisms such as health clusters or use of one integrated regional grant management
platformses,

26. Application Channel. In accessing the allocation, COEs will be subject to any of the following
application channels:

Program Components with no material change needed*®” or with less than 2 years of

Continuation implementation under an existing grant (High Impact country components may be
considered on a case-by-case basis).

Tailored Review Components involving material changes, in line with the OPN on Grant Revisions

Full Review Components in COEs categorized as High Impact

Each application channel follows a distinct process with its specific set of application materials. The
Grant Approvals Committee (GAC) and the TRP decides on the application track for each of the
disease component. For further details on these processes, please refer to the OPN on Access to
Funding and Grant-making.

In its review of funding requests from COEs, the Technical Review Panel (TRP) will tailor their
standard review criteria on a case-by-case basis, by applying considerations and flexibilities as
appropriate to the specific COE context.

27. Funding Request and Program Designs

a. Funding requests to use the allocation shall be based on the country’s National Strategic Plan or
Health Recovery Plan, if available and updated, capturing the most current context and
epidemiology of the COE.

b. Global Fund investments in COEs aim to increase coverage of HIV, TB and malaria preventive
and therapeutic services, to reach key and vulnerable populations, and maximize efficiency in
existing country partnerships. Investments in COEs also aim to build resilience through stronger
community and health systems; and to address gender-related and human rights barriers to
services. During emergencies, the scope of Global Fund investments may be more limited, aiming
to provide continuity of essential treatment and prevention services for people affected by the three
diseases, as well as to help identify, prevent and contain outbreaks. During recovery, the scope
of Global Fund investments may be more expansive and support countries rebuild health and
community systems. For additional information on focusing and tailoring investments in COEs,

466 This was the approach followed for the Middle East Regional Grant.
467 In line with the OPN on Grant Revisions.
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please refer to the Guidance Notes on HIV, Tuberculosis, Malaria and Resilient and Sustainable
Systems for Health (RSSH) in COEs.

c. Global Fund investments shall be tailored to the specific context, with flexibility to rapidly respond
to the changing environments. As part of their funding request, COE portfolios, in countries facing
crisis and emergencies, may indicate their emergency preparedness plans, if available, i.e., define
the minimum or altered scope that will be implemented if circumstances deteriorate, including the
triggers for shifting to an emergency plan. Where such plans do not exist, Country Teams will work
with in-country stakeholders and partners in COE portfolios to identify potential suitable options to
implement the grants when situations escalate, namely in acute emergency and volatile settings.

d. Where there are weak capacities in program management, the program should be simplified to
ensure operational feasibility. Country Teams may also explore innovative program designs and
grant management approaches such as:

e Consolidating three disease components into one grant for synergy and operational
efficiency, if the Principal Recipient has a relatively strong capacity to manage and coordinate
activities across multiple components;

o Payment for results where data quality is sufficient and routine results monitoring and
verification are possible;

¢ Direct payment from the Global Fund to identified service provides as part of a payment for
results contractual framework;

¢ Participating in pooled funding with other donors if this ensures a more coordinated and
synergistic response and reduces transaction costs, provided adequate measures are in
place to ensure appropriate access and audit rights are maintained, including attribution and
traceability of Global Fund funding.

28. Implementation Arrangements

a. In COE countries managed under the Additional Safeguard Policy (ASP), the Global Fund may
directly appoint the Principal Recipient and/or Sub-Recipients and/or Service Providers which are
best placed to implement the grant given the country circumstances. During implementation,
Country Teams will continue to adjust implementation arrangements as necessary to address
operational bottlenecks, including changing the Principal Recipient, or recommending the Principal
Recipient to discontinue working with one or more Sub-Recipients, if their performance was
deemed unsatisfactory. For COE countries that are managed under ASP, Country Teams may
consider one of the organizations pre-qualified under the Emergency Fund following a competitive
tender process.

b. To address weaknesses in project implementation capacities in COEs, service contract
arrangements may be applied to support and build capacity of implementers in project, financial,
procurement and supply chain management. This includes the flexibility for Country Teams to
appoint a combination of fiscal, fiduciary or procurement agents for specific programs, as required.
Such arrangements will not only ensure achievement of project objectives but also build the
capacity of implementers.

29. Co-Financing Requirement. COEs may be exempt from meeting the co-financing requirement. Such
an exception may be granted if the country experiences a protracted emergency, or in situations where
a transitional government is in place, and where partners and/or the government shared with the Global
Fund an official and substantiated communication confirming the country’s inability to meet the co-
financing requirement. Exceptions to the co-financing requirement are approved by the Head of Grant
Management Division.

30. Grant Documents

a. Performance Framework. The Performance Framework for COE portfolios may be tailored to
the context and simplified (i.e., include a limited number of indicators, in line with the Performance
Framework simplification guidelines for the Focused portfolios or work plan tracking measures).
Indicators and targets should be realistic in acute emergencies with volatile and rapidly changing
context, and more ambitious in chronic instability situations. Country Teams should work closely
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with their Public Health and Monitoring and Evaluation (PHME) Specialists, the Monitoring,
Evaluation and Country Analysis (MECA) Team and selected implementers to determine the
indicators and targets to be included in the Performance Framework given the context.

b. Monitoring and Evaluation (M&E) Plan. In acute emergencies and unstable contexts, the M&E
plan and any subsequent updates should focus on critical components such as: 1) the indicators,
data collection methods and reporting; 2) the identified needs for strengthening capacity and
Strategic Information, where possible as part of health systems strengthening; and 3) analysis of
available data and possible surveys, studies and assessments to further generate data to improve
situational awareness and programs.

c. Budget. In COEs, and as part of the differentiated approach provided for in the Guidelines for

Grant Budgeting for low value grants (below US$ 15 million), implementers are authorized and
strongly encouraged to budget and report using the broad categories by interventions and cost
groupings.
In some instances, where the context is volatile and long-term planning is difficult, COE
implementers shall be allowed to submit a budget, with quarterly details only for the first 18 months
(i.e. 12 months execution period and 6 months of buffer period to allow for the processing of the
first Annual Funding Decision) and annual budget for the remaining periods. The quarterly
budgeting breakdown for the remaining period will be submitted with the PU/DR and finalized
when processing the next Annual Funding Decision. An Implementation Letter (IL) will then be
signed to detail the budget for the remaining periods upon agreement.

d. List of Health Products, Quantities and Related Costs. Where appropriate, COE implementers
shall provide detailed information on the health products to be procured on a quarterly basis
through the Global Fund financing for a period of 18 months only and annual estimate for the rest
of the implementation period. The subsequent quarterly forecasting can be finalized through the
annual updating of the procurement forecast. This is a good practice to ensure the forecast is
adjusted to correspond to the changing situation and the most updated circumstances in-country.

Grant Implementation

31. COEs will generally follow the defined grant implementation approach for the portfolio category that
they fall under in the differentiation framework (focused, core and high impact). The Overview of Grant
Implementation provides a summary of the grant implementation approach that is applicable for each
portfolio category. Flexibilities outside of the defined grant implementation approach may be applied
for COEs.

32. Reporting

a. A semi-annual progress report will be generally applicable only to COEs in Core and High Impact
portfolios using the Global Fund Progress Update template. Recognizing capacity challenges in
data collection and reporting in COEs, the due date of semi-annual reporting will be 60 days after
reporting period, instead of the usual 45 days.

b. In emergency situations, the Country Team may decide to focus reporting on selected indicators
that are relevant for tracking. This will be determined in consultation with the MECA Team. In such
case, the remaining indicators will be deactivated for the relevant period, hence not affecting the
grant rating. Such revisions will be documented through amending the Grant Agreement.

c. Incase of pooled funding with other donors, reporting and annual funding decision timelines should
align with the defined reporting and reviews for the program agreed among donors.

d. Incompelling circumstances, the Global Fund may at its own discretion accept alternative, suitable
and appropriate financial and programmatic reporting for the purposes of assessing progress
where it is impossible for the implementer to submit the standard Global Fund reports. Such
alternative reports may include available reports from another project, program or development
partner with relevant information that the Global Fun can use to assess the progress of its
programs.

33. Monitoring and Evaluation
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a. Monitoring and evaluation arrangements should be tailored to best enable impact. Programmatic
assurance providers could be expanded outside of the traditional service providers especially
when there is poor accessibility to certain areas. The Country Team should consider alternative
service provider approaches when Local Fund Agents do not have access to certain service sites
in some geographic regions. For example, the Country Team may plan for grant budgets to
remunerate service providers for M&E verification and assurance work.

b. COEs shall follow the approach for program and data quality assurance as defined in the OPN on
Program and Data Quality. The OPN allows for customization to the country context to best
respond to the situation and the identified program and data quality risks in the country. For
example, in acute situations, Country Teams may opt for spot checks whenever the access
permits. Other possibilities may include triangulation of different data sources and real-time data
from partners on the ground, where possible, to verify the program quality, instead of using
LFA/service providers reviews in such settings.

34. Procurement and Supply Chain Management

a. The Country Team should conduct a thorough assessment of the Principal Recipient’s
procurement capacity. Principal Recipients deemed to have weak capacities in procurement may
be registered to the Pooled Procurement Mechanism (PPM), or use a recognized procurement
agent.

b. In areas of difficult access or where supply chain management and governance are poor, Country
Teams may opt for contracting established supply chain management agents or services
acceptable to the Global Fund, such as humanitarian agencies to manage the transfer of goods
and commodities financed with grant funds until they reach the target populations.

35. Financial Management

a. Where the Principal Recipient systems are weak, the Country Team may outsource financial
management, in its entirety, to fiscal agents (i.e. private consultancy and accounting firms), or use
fiscal/payment agents to monitor payments. In such cases, the Country Team should ensure to
include in the grants’ budget a provision to strengthen the Principal Recipient’s financial
management capacity.

a. On an annual basis, and in accordance with the Grant Agreement, the transactions and balances
of Principal Recipients and Sub-Recipients have to be audited, as well as at the closure of the
grant. Depending on the context and the Principal Recipient, the auditor may have up to six (6)
months after the end of the reporting period to submit the audit report, instead of the usual three
(3) months.

36. Grant Revisions

a. Grants implemented in COEs experiencing high volatility and rapidly changing environments
require regular revision to the approved grants to quickly address the changing situation. In such
cases, all COE portfolios, including in Focused countries, will be allowed to submit programmatic
revision requests any time during the grant implementation, if warranted by the program context.
The OPN on Grant Revisions has several built-in flexibilities to support regular programmatic
revisions for COEs.

b. Adjustments that are purely budgetary and that do not affect the performance framework are
governed by the Global Fund’s Guidelines for Grant Budgeting, and shall follow the approval
process defined for the relevant thresholds.

c. In some acute emergency situations where one Principal Recipient in a certain country is not
absorbing funding, the Country Team may authorize shifting activities and budgets from one
Principal Recipient to another for the same approved application with the approval of the Regional
Manager or Department Head (please see OPN on Grant Revisions).

d. Where an emergency preparedness plan was included and approved as part of the funding
request, the program may shift to the emergency plan when the triggers are met. This shift will be
approved by the Department Head and will not require a review by the TRP. If the emergency plan
changes materially, as determined by the Country Team in consultation with the advisory
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committee, by the time it is triggered or if the plan was not initially reviewed by the TRP at the time
of the funding request, TRP review will be required.

Risk Management Approach for COEs

37. Risk management should be informed by the Board, Strategy, Investment and Impact Committee
(SIIC)** and TERG conclusions*® that “among the multiple risks, the main risk for the Global Fund in
fragile states is operational: the risk of not achieving its mission, due to not reaching key affected
populations with priority services and thus not achieving impact in the three diseases.”

38. Risk analysis for COEs shall be conducted through the portfolio analysis and operational strategy
discussed above. Portfolio risks will be captured in a Key Risk Matrix which will clearly define the key
risks preventing achievement of impact, as well as the controls and risk mitigation measures to help
address and overcome those risks.

39. On an annual basis, or whenever the context changes, the Country Team will update the Key Risk
Matrix and assurance plan and present an update to a Secretariat advisory committee. Updates to the
portfolio risk profile that result in significant changes to the operational strategy and the program’s
implementation modalities should be presented to a Secretariat advisory committee.

Partnership and Technical Support

40. Partnerships are central to an effective engagement in COEs. As part of the portfolio analysis and
operational strategy, Country Team should undertake a mapping of existing in-country partners. This
mapping exercise will facilitate Country Teams work in further defining how these partnerships could
be leveraged to strengthen in-country governance, enhance service delivery and improve technical
assistance, to increase the effectiveness and efficiency of the grants implementation.

41. Strengthening in-country governance. Country Team should leverage existing in country
coordination and partnerships mechanisms whenever possible, including meaningful engagement of
national key stakeholders and communities in decision making and oversight. Linkages with health,
logistics, protection, gender-based violence and other clusters/sectors, where applicable, should be
made both at national and global levels to improve coordination and foster integrated approaches
during emergencies.

42. Enhancing service delivery. To enhance service delivery, the Country Team will work closely with
national stakeholders and relevant partners to ensure coordination and harmonization of the suggested
interventions and implementation approaches. Country Teams should explore the involvement of non-
traditional implementation partners such as civil society organization and communities and the private
sector, particularly in settings where public health services are primarily provided by the informal
sector.

43. Improving technical assistance. Country Teams will collaborate with academic institutions, technical
partners, civil society organizations, and other relevant actors with expertise in COEs to provide
medium to long-term support and capacity building for COEs such as project management, monitoring
and evaluation, data collection and reporting, financial management and supply chain management.
Country Teams should also link with existing rosters of COEs specialists which can be mobilized to
provide short term technical assistance to implementers. Capacity building initiatives may be
supported through the Global Fund grants and partners’ support and commitment shall be formalized
at the approval of the grant.

44. Oversight. Within the Secretariat, the EGMC oversees the implementation of the differentiated
approach for COEs, including the flexibilities for each COE.

468 S|IC paper on COEs from June 2015.
46 TERG Position Paper on fragile states presented to the SIIC in June 2014.
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45. Secretariat advisory committee. This committee will review the portfolio analysis and operational
strategies submitted by Country Teams, advise on best approaches before the tailored strategies and
flexibilities are submitted to EGMC for approval. It will be open to relevant external humanitarian
partners on ad-hoc basis.

46. Country Teams. Led by the Fund Portfolio Manager, the Country Team is primarily responsible for
defining and implementing a tailored operational strategy for each COE portfolio they manage.

47. Support to COEs. Several teams within the Secretariat provide support to Country Teams in
managing COE portfolios:

COE Support Team e Support Country Teams in accessing proposed flexibilities

e Map relevant partners

e Compile and share best practices and innovative solutions in implementing
program activities in COEs

TAP (MECA and e Provide guidance on focus of Global Fund investments in COEs

Disease and HSS e Gather and share evidence-based best practices in COEs

Advisors) . : o . . ,
e Provide guidance in tailoring M&E and information strengthening
e Provide guidance on external service providers for verification tasks and
technical assistance
Supply Chain e Provide guidance on tailoring procurement and supply chain management
Department e Gather and share best practices on supply chain management
¢ Provide guidance on external service providers for commodity storage and
distribution
Program Finance e Provide guidance in tailoring budgets and financial management
e Gather and share best practices on financial management, including the use
of national v/s parallel systems
Risk Management e Provide inputs and oversee risk management for core and high impact
portfolios
e Provide input in grant design, management and assurance, as relevant
Policy Hub e Update COE policy as needed

¢ Facilitate reporting to the Strategy Committee and Board on COEs as part of
the Strategy Implementation.

Operational Policy Hub | ¢ Coordinate and provide guidance in the management of COEs portfolios
e Assist Country Teams in interpreting and applying policies relevant to COEs
¢ Develop and update operational policies and guidelines related to COEs
e Consolidate and document best practices and lessons learned on COEs

o Facilitate EGMC review and approval of COE tailored portfolio strategies,
including requested flexibilities

Legal and Compliance e Ensure compliance with Board policies

Department e Assist Country Teams in structuring, drafting and negotiating relevant

contractual arrangements to support COEs

Annex 1. Characteristics of Acute Emergency and Chronic
Instability Settings

Acute ¢ Ongoing humanitarian crises due to armed conflict, emerging disease threats or outbreaks
Emergency or natural disasters.
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Volatile security situation, with large numbers of internally displaced persons and/or refugees
or other persons of concern

Health system significantly destroyed or overwhelmed by crisis
Major constraints to accessing certain areas and populations due to crisis

Rapidly evolving context, hence significant challenges with data representativeness,
timeliness and availability

Disease strategic plans not available or are not a reliable reflection of the context and
evolving epidemiology

CCM is not functional or is not well placed to coordinate country disease response in the
crisis.

National entities may lack legitimacy, and capacity to implement including systems to ensure
adequate fiduciary control and accountability

Chronic Precarious security situation relating to periodic political strife, governance change or weak
instability leadership or localized conflicts

Accessibility challenges due to insecurity

Protracted economic crisis, low political will, and high levels of corruption
Health system weak and/or is in the process of rehabilitation

Service coverage levels are low

Data collection and analysis systems are weak or not established in certain cases
Disease strategic plans are not available or not robust

Coordination is led by a provisional stakeholder coordination forum; or CCM was only
recently revived, or has long-standing challenges with respect to leadership, inclusiveness
and transparency of decision-making

National entities have low capacity for implementation, with sustained weak performance

Annex 2. Tailoring LFA/Assurance Services in Challenging
Operating Environments

The below guidance outlines some key principles and considerations for engaging assurance providers,
and specifically LFAs, in COEs and for tailoring their assurance work.

| Engaging assurance providers, including LFAs, in Challenging Operating Environments (COEs)

1. The volatile nature of many crises and the continuously changing context in which grants are being
implemented in many COEs, but also the distinct architecture of these countries’ grants and
implementation arrangements require risk management and assurance responses that are flexible and
tailor-made to each country specific situation.

2. The management of a COE portfolio does not necessarily require more assurance work but rather
smart assurance approaches that are rigorous and yet adapted to the challenges presented in the
given country and grant context.

3. Important considerations to take into account when defining the scope and nature of assurance,
including the LFA role are:
i. the complexity of the grants/country environment;
ii. the volume of funding, scope and geographical coverage of program activities;
iii. the capacity and performance of the country systems and implementers;
iv. historical grant performance;
v. therisk levels and prioritized mitigation actions
vi. Global Fund Country Team resources and capacity;
vii.  Availability and capacity of partners/assurance providers in country
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viii. Reliance on partners’ work;
ix. Effectiveness of implementers’ controls and/or risk mitigating mechanisms
x. Existence of early warning systems
xi. LFAs having adequate access to PR/SR information and program locations;
xii.  Security to operate in country.

4. As far as available and appropriate, the Country Team may need to use various assurance providers
in country to allow for a timely and adequate response to the crisis. The LFA can be one such
assurance provider and important source of information.

5. The LFA’s ability to operate as much as possible in country is critical to managing the COE. This,
however, may not always be feasible. The Country Team should assess and discuss with the LFA
whether the latter is able to execute the Country Team'’s tailored assurance plan that guides the LFA
work. In cases where the LFA cannot access certain areas of the country or restricts its staff from
travelling to the country due to security concerns, the Country Team may need to consider using
partner agencies or contracting other independent assurance providers that are well versed in
operating in insecure/COE environments to undertake required verification tasks in country
complementing LFA routine desk reviews. In addition to working with the LFA and other assurance
providers, as relevant, the Country Team should coordinate closely with the PRs (particularly where
these are international agencies such as MSF, Save the Children, IRC etc.) to devise an assurance
plan that builds on the PRs’ institutional experience in operating in COEs.

6. The nature of the crisis and associated risks/mitigations, which drive the assurance responses vary
greatly from country to country. Hence, the management of risks in COEs is based on a flexible
application of and differentiated country-specific approach to assurance requirements and controls,
including LFA services.

7. This means that based on its risk analysis the Country Team has full flexibility to adapt the level of LFA
verification and the scope of LFA service Terms of References to the needs of the COE portfolio. For
some COEs this may result in a significant reduction of the LFA scope of work while in others a shift
of focus of LFA work may be required, depending on the Country Team’s consideration of the above
listed factors (points 3 above).

8. For instance, settings with programs of very limited scope (e.g. only focus on treatment), a small
number of implementation locations or beneficiaries and trusted implementers with a good track record
may require only a limited involvement of an LFA, e.g. spot checks to address specific risks.

9. Inother settings with weak implementation capacities and more complex programs, e.g. including large
procurement and wide geographical coverage with limited or no access to sites, tighter fiduciary and
programmatic controls are likely to be required. Here, the Country Team may decide to engage the
LFA in more regular financial, programmatic and procurement checks, particular in countries where
reliable information from partners/other assurance providers is not available.

10. Where feasible, the Country Team may also choose to use the LFA, or another country-based
assurance provider in the absence of the LFA in country, as one of the resources for early warning as
part of the ongoing monitoring of the situation and to act as the ear on the ground to be able to inform
the Country Team as timely as possible of any issues/risks that require mitigation and management.
Such information, for instance, can inform the reprogramming of grants as the implementation adapts
to the evolving situation in country. In order for the LFA to provide up-to-date information to the Country
Team it is critical that it engages regularly with relevant actors in country under the guidance of the
Country Team.

11. As it determines the assurance strategy and plan for the grant portfolio, the Country Team should from
the start seek the advice and closely consult with the Regional Manager/Department Head and the
Regional Finance Manager for finance-related matters to ensure there is a shared understanding of
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the risks to adapt to and of the operational requirements to mitigate them. Further, the outcomes from
the review of the portfolio by the Operational Risk Committee, and updated assurance plans are
opportunities for making course corrections to the assurance activities based on the prioritized risks
and mitigations.

12. The Country Team’s close communication, timely information sharing, planning and coordination with
all relevant assurance providers, including the LFA, are key to setting expectations and managing
programs in COEs. This, for instance, can comprise regular joint briefings from risk monitoring and
updates to action plans and risk maps.

Competencies of LFAs operating in COEs

13. While most of the below competencies are expected of LFAs in any setting, they are of particular
importance for LFAs operating in COEs:
e Experience in providing LFA services in COE countries;

e Good understanding of the national health system, government processes and procedures; incl.
Ministries of Finance and other aid / governing bodies;

e Good intelligence insight with regards to the Ministry of Health and Government;

e Good intelligence on partner environment - organizations and entities involved in the fight against
the three diseases in the country

e Previous experience in the country where services are proposed or at least three key staff (Team
Leader, Finance and Programmatic/M&E Expert) have minimum one year experience in the
country context and have been performing ground work;

e Ability to be flexible and adaptable upon requests from the Country Team, including making staff
available as and when required, and able to adjust under changing workload;

e Able to move around the country according to security protocols; and open to building partnerships
for areas which may not be accessible due to security protocols;

e Able to manage Country Team requests within the proposed timelines, able to provide high quality
and practical reviews and propose solutions based on experience with the country context;

e LFAs have their own security protocols or base the security protocols on professional security
organization.

Examples of tailoring LFA services in COEs

14. The following examples may serve as guidance to the Country Teams when determining the LFA
scope of work for COEs (this list is not exhaustive):

i. Inthe case of COEs where LFAs are limited in the services they can provide due to their travel and
security policies restricting their staff from travelling to and within certain COE countries, engaging
vetted organizations could be considered to provide assurance services in country, as needed, to
complement LFA routine desk work.

ii. The Country Team may consider to host workshops with the PR, CCM and LFA outside the country,
e.g. at the GF in Geneva, to discuss roles and responsibilities, including how reporting and risk
would be managed. This can help to set expectations and resolve blockages.

iii. Where the LFA has no access to a country, the Country Team may consider flying the PR to the
neighbouring country for PU/DR reviews or other verification activities.

iv. Moreover, if the LFA is unable to operate in the country, the Country Team may consider financing
a consultant (e.g. emergency health professionals) on the ground to monitor risks and follow grant
implementation. This may be done through close cooperation and sharing of such resources with
partner organisations, such as UNHCR or ICRC.

v. In some COEs, the Country Team may consider investing in alternative data collection methods
that ensures the greatest reliable information, e.g. using cell phones.
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vi. The Country Team may need to review the staffing of the LFA team and discuss the required
competencies for the given COE context with the LFA to ensure competent and experienced
experts are in place who are well versed in operating in challenging environments.

Important considerations for tailoring LFA services in COEs

15. When considering the level and scope of engagement of LFAs in COEs the following needs to be taken
into account:

i. The flexible tailor-made approach to defining the LFA role in a given COE requires close
coordination and timely planning with the LFA and relevant actors internally to ensure that required
LFA resources are available when needed.

ii. Depending on the severity of the crisis, as a last resort the LFA may have to relocate some or all
of its staff, either to other safer parts of the country or to a neighboring country. While an in-country
presence of the LFA is preferable, the LFA’s own risk management procedures to ensure the
wellbeing of its staff need to be acknowledged and respected. While the LFA would not be able to
perform certain tasks, such as spot checks, it may still be requested to perform other desk-based
reviews and to keep itself abreast of the latest developments in country. At the same time, the
Country Team needs to explore which, if any, other entities in country could assist with providing
some assurance tasks, e.g. local NGOs.

iii. In cases where unforeseen events in the country require significantly more LFA work than was
originally included in the annual work plan/LFA budget the Country Team should consult the
Regional Manager/Department Head, Regional Finance Manager and the LFA Coordination Team
to decide on next steps.

iv. In some security sensitive COEs the LFAS’ costs for providing security to their staff in country can
be substantial. Such costs are normally covered by the LFA budget under Other Direct Costs
(ODC). However, before agreeing to include such costs in the LFA budget, the Country Team
should request the LFA for a breakdown of security related costs and consult the Regional
Manager/Department Head, Sourcing and the LFA Coordination Team.
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Operational Policy Note
Additional Safeguard Policy
Approved on 1 May 2019
Approved by Executive Grant Management Committee
Process Owner Grant Management Division

1. The Additional Safeguard Policy (the “ASP”) is one of an array of Global Fund risk management tools.
It was instituted by the Board at its Seventh Meeting*e.

2. ASP can be invoked in full or in part whenever “existing systems to ensure accountable use of Global
Fund financing suggest that Global Fund monies could be placed in jeopardy without the use of
additional measures” (see ASP Policy). The ASP is primarily focused on addressing material issues
that arise when program implementers (e.g., Principal Recipients and Sub-Recipients) have
demonstrated a lack of capacity or failure to effectively deploy, implement and/or safeguard Global
Fund grant funding and assets as a result of factors within and beyond the control of existing
implementers in a particular country (e.g., civil unrest, an influx of displaced persons, governmental
instability, and inadequate national program capacity).

3. This OPN situates the ASP within the overall portfolio risk management framework of the Global Fund
and provides the parameters for the application of the ASP within that risk framework. This OPN
complements the existing policies on Challenging Operating Environments (COE) and Risk
Management across the grant life cycle.

Scope of ASP

4. The ASP may be invoked for an entire portfolio of Global Fund grants in a particular country or for a
specific disease component.

5. The ASP may be invoked when there are significant portfolio or disease-specific risks that compel the
Global Fund to take the primary role in prescribing and deciding the implementation arrangements for
a particular portfolio or disease component.
6. Triggers. Applying the ASP may be prompted by the following:
e Global Fund Secretariat assessments;
¢ Findings of the Office of the Inspector General;
¢ Reports from Local Fund Agents (“LFAS”);
o External auditor reports; and
o Assessments from partners or other sources assessing risk factors in a particular portfolio.

7. Examples of these triggers include (but are not limited to):
o Political instability or lack of a functioning government;
e Poorly developed or lack of civil society participation;
o Lack of a transparent process for identifying appropriate implementing partners;
¢ Identified fraud or misuse of Global Fund financing and/or any other funds; and

e Recent or ongoing conflict limiting capacity for the Country Coordinating Mechanism (“CCM”) to
conduct a transparent selection process for implementers.

470 Report of the Governance and Partnership Committee GF/B7/7 - https://www.theglobalfund.org/board-decisions/b07-dp 14/
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8. ASP safeguards. In determining specific implementation arrangements under the ASP, the Global
Fund may select the Principal Recipient(s) (“PR(s)”), and/or Sub-recipient(s) (“SR(s)”) and other
implementing entities.

o Selection of PRs. The Global Fund may elect to lead the selection of implementers for the
program. The nomination of the PR(s) may be made directly by the Global Fund, in consultation
with the CCM and other development partners. Such PR(s) may include multilateral or bilateral
organizations, NGOs or other suitable entities as determined by the Global Fund+.

When selecting a PR, the applicable Global Fund Country Team is expected to conduct a capacity
assessment of potential organizations to transparently select the most suitable entity for the
implementation of the grant(s). The capacity assessment will be tailored to identified risks specific
to the portfolio or disease component and consider existing assessments.

o Selection of SRs and Other Implementing Partners. The Global Fund may also select or make
final decisions on the nominated SR(s) and implementing entities. The selection will be based on
assessment of risks which may include review of existing financial management systems,
institutional and programmatic structures, procurement systems, and where applicable, monitoring
and evaluation structures.

9. Additional Risk Mitigation Measures. The ASP safeguards, whereby Global Fund selects the
implementer(s), can complement or be complemented by risk mitigation measures such as the
installation of fiscal/fiduciary agents, restricted cash policy, use of GF Pooled Procurement
Mechanism and other measures as specified in the Risk Management OPN and the Global Fund
Guidelines on Financial Risk Management. The proposed additional risk mitigation measures and the
ASP safeguards form part of the overall risk management approach for a particular portfolio and/or
disease component.

Invoking the ASP

10. The decision to invoke and subsequently revoke the ASP for a particular portfolio is taken by the
Global Fund Executive Director based on recommendation from the Head, Grant Management
Division in consultation with the Portfolio Performance Committee (PPC). In emergency and crisis
situations, the Head, Grant Management Division can recommend invoking the ASP to the Executive
Director in consultation with the Chief Risk Officer as PPC Co-Chairs. The decision to invoke the ASP
by the Executive Director will be succeeded by a PPC Executive Session to further discuss the
situation and review the overall risk mitigation measures applied to the country.

11. A decision to invoke the ASP can be taken prior to or during the submission of a funding request for
a particular funding cycle, so that the decision to invoke ASP can inform the design of funding requests
and resulting grants. However, in some cases, significant risks may arise during the implementation
stage which would justify the subsequent invocation of ASP for a particular portfolio.

12. A Country Team proposal to apply ASP for a portfolio should be supported by a comprehensive risk
assessment. In proposing to invoke the ASP, the Country Team should clearly state:

a. the rationale for proposed invocation of the ASP and clear identification of applicable risk factors;
b. the proposed implementation arrangements that will be determined by the Global Fund

c. any additional risk mitigation measures that are or will be applied to the portfolio proposed for
ASP; and

d. specific conditions to be met to revoke the ASP status.

13. Proposed conditions to revoke ASP status include clear, time-bound, strategic actions to be
implemented by the CCM and/or the PR(s), for factors that are within their control, as a precondition
to the revocation of ASP status.

14. Risk factors and Country Team recommendations to invoke the ASP should be discussed with the
CCM including the implications of invoking ASP for the applicable country portfolio. The CCM should
be notified about the final decision to invoke the ASP status.

471 In the event that UNDP is selected as Principal Recipient, the special ASP standards terms and conditions of the grant agreement for UNDP
should be used.
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15. ASP status is valid until the Global Fund has made a decision to revoke the ASP for a particular
portfolio or disease component based on an analysis of risks, the effectiveness of implementation
arrangements, the status of the additional risk mitigation measures and the extent to which the
conditions to revoke ASP status have been met.

Monitoring and Revoking the ASP

16. As part of the routine operational risk management functions, the Country Team monitors risk factors,
the implementation arrangements, the additional risk mitigation measures and the conditions related
to ASP.

17. For High Impact and Core portfolios, the review of ASP-related risks will be conducted as part of the
annual review of portfolio risks by Country Team and Risk Department as captured in the Key Risk
Matrix (see OPN on Risk Management). For Focused portfolios, such review will be conducted
annually as part of the Annual Funding Decision-making process. The review will focus on the current
status of relevant risks and the effectiveness of the implementation arrangements, the existing risk
mitigation measures and conditions previously identified to revoke the ASP status. When assessing
the mitigation measures in place, such as a requirement to use an international organization as PR,
the value for money of management costs are a factor to be considered but should not be the sole
basis for a transition to a national PR and must always be part of a risk-based discussion with
approvals at the appropriate level.

18. As part of the regular ASP monitoring process, the Country Team may propose the revocation of ASP
status for a particular portfolio. The proposal to revoke ASP status will be presented to the PPC. This
review may occur through scheduled country portfolio reviews as applicable or through a PPC
Executive Session (as defined by the PPC TORs). In proposing to revoke ASP status, the Country
Team should clearly indicate to the PPC:

a. the rationale for the proposed revocation, providing an update on the status of risk mitigation
measures and fulfiiment of conditions to revoke the ASP for the applicable portfolio; and

b. the continuing relevance of the implementation arrangements that were originally imposed on the
portfolio.

19. The PPC will review the proposal and analysis conducted by the Country Team. The ASP may
be revoked if:

a. circumstances that gave rise to the original decision to invoke the ASP for the specific country
portfolio have materially changed and/or the country or grant implementers have put in place
systems and safeguards to ensure accountable use of Global Fund financing; or

b. further grant implementation experience has demonstrated that the risks identified at the time the
ASP was invoked have not materialized, such that the applicable ASP measures are no longer
necessary.

20. In circumstances where the annual risk review reveals a negative upward risk trend and worsening
situation of a specific country portfolio, the PPC will review the full scope of risk mitigation measures
and flexibilities in place including the ASP.

Secretariat Tracking and Reporting of ASP

21. The Secretariat will report cases in which the ASP has been invoked or revoked to the Strategy
Committee on a regular basis.

22. The Operational Efficiency Team, GPS Department will track the status of ASP countries and the
Head, Grant Management Division will report newly added and removed ASP countries to the Strategy
Committee.

Amendments to this Policy

23. The ASP, as set forth in this Operational Policy Note, will be reviewed and updated as necessary
based on specific cases and experiences.
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Responsibilities

24. The Country Team is responsible for the monitoring of the ASP within the risk management of country
portfolios and in proposing to the Portfolio Performance Committee whether:

¢ Any country portfolio should be managed under the ASP;

e The imposed implementation arrangements and additional risk mitigation measures imposed on
the country portfolio managed under the ASP are effective or require revision; and

e The ASP should be revoked for any country portfolio currently being managed under the ASP,
based on the fulfilment of the special conditions to revoke the ASP status.

25. The Risk Specialist is responsible for reviewing the risk analysis undertaken by the CT, ahead of the
PPC review for invoking, revoking or monitoring the progress of the ASP. The Risk Specialist conducts
annual review with the Country Team of the portfolio risks as a part of the annual update of the Key
Risk Matrix.

26. The Operational Efficiency Team, GPS Department is responsible for managing the list of ASP
countries and updating the ASP portfolio categorization in the Global Fund Operating System (GOS).

27. The Portfolio Performance Committee (PPC) reviews the proposals to invoke or revoke the ASP
for a particular portfolio. The PPC also reviews the progress on the additional risk mitigation measures
and ASP conditions.

28. The Head, Grant Management Division is responsible for reporting to the Strategy Committee on
country portfolios where ASP is invoked or revoked. The Head, Grant Management Division will
recommend invoking or revoking the ASP status to the Executive Director for final decision.

29. The Executive Director considers the recommendation from the Head, Grant Management Division
and makes final decision to invoke or revoke ASP in a particular portfolio.

30. The Country Coordinating Mechanism is informed of the Secretariat risk assessment and decision
to invoke or revoke ASP. The CCM oversees the implementation of ASP conditions as part of its in-
country oversight and holds the relevant stakeholders accountable.

31. The Principal Recipient is responsible for safeguarding the Global Fund investments and
implementing the grant as agreed with the Global Fund. They are responsible for ensuring the
implementation of the specific risk mitigation measures and reports to the CCM on the status of
mitigation measures.

32. The LFA assists the Country Team, by assessing the risks of a particular country portfolio and
recommending appropriate risk mitigation measures and/or conditions and, as requested, oversee
ASP mitigation measures such as in-depth assessments of the PR and SRs and review progress on
conditions to revoke the ASP status.
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Blended Finance and Joint Investments
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Process Owner Health Finance Department

Process Metrics for Blended Finance and Joint Investments

Country Teams and other Secretariat teams are expected to meet the following key performance
indicators:
o 100% of blended finance transactions that fall under the established blended finance modalities
are reviewed by IFAC (unless differentiated from the IFAC processes per the OPN).
¢ Blended finance pipeline developed and reviewed by IFAC at least once every quarter as part of
an ongoing review of potential funding opportunities and the movement of transactions through
various stages.
e Following IFAC Full Screening review and recommendation, all blended finance transactions to
move to GAC approval within 2.5 months.

1. Blended Finance and Joint Investments (herein referred to as “blended finance” and/or “transaction”)
refer to country-led efforts to combine Global Fund funding with non-Global Fund sources of funding,
primarily investments from development finance institutions, including multi-lateral development
banks (MDBs).

2. Blended finance*? is a catalytic and useful mechanism for mobilizing and leveraging investments
made by Global Fund partners to support aims consistent with and/or complementary to Global Fund
core grants. As a complement (but not a replacement) to traditional Global Fund grants, blended
finance is critical for enhancing national sustainable financing for health and the delivery of the Global
Fund’s Strategy objectives, mainly by: (a) catalyzing and mobilizing additional financing for health
and the three diseases, and (b) influencing existing partner financing to support HIV, tuberculosis,
malaria and resilient and sustainable systems for health (RSSH) objectives. As such, it contributes
to sustainable financing, strengthening country ownership, domestic resource mobilization,
achieving programmatic results in an efficient, non-duplicative manner, supporting critical health
reforms at the country level, improving overall impact of Global Fund investments, and strengthening
sustainability of health systems and national responses.

3. Figure 1 below describes the phases and sub-processes of blended finance transactions. Given the
fundamentally different nature of blended finance in comparison to regular grants (which, depending
on the modality, often involves the Global Fund making a joint investment with a development finance
institution rather than contracting a Principal Recipient directly under a Grant Agreement), there are
differences in how some standard grant life cycle processes are considered during the development,
review, approval, and implementation of Blended Finance transactions, as highlighted below. In
addition, different Global Fund sources of funds (e.g., allocation funding, Strategic Initiative Funding)
may require specific sub-process steps and consideration, but each stage set out below is broadly
applicable to all blended finance transactions.

Figure 1: Blended finance process diagram

472 As cited in the current Global Fund Strategy and in prior reporting to the Global Fund Board (e.g., Structured Approach to Innovative
Finance).

(¢} THE GLOBAL FUND Page 176 of 216


https://www.theglobalfund.org/media/8103/bm40_18-structuredapproachforinnovativefinance_report_en.pdf
https://www.theglobalfund.org/media/8103/bm40_18-structuredapproachforinnovativefinance_report_en.pdf

/ﬂ\ Grant Life Cycle Funding Request & Grant-making Grant Implementation Throughout the Cycle

REVIEW AND AP iigVE
RECOMMEND ERia T

[] Newdedicaledbiended ™ % Based on standard
finance process grant lifecycle process

iNcusaTIoN [ MATURITY [l FiALiZATION [l

Identity oppostunity,

Diferentated oversight

* if apphcadle

| | I
manage piing and - I Independent 1 GAC and Board I
dafing transacton TFAG pre-actesning Technical Review ! approval 1 b oncicvicbn
team ! L} ] foguraments
J e | e e i o |
R P —— @ PTETTITT T — = o e - = o=
Identdy transaction i 2 ) Finalize technical | | 1
modality and ' CCM (or RCM) ) aspects of the | Slgn legal agreement | Evaluation of Blended
implemantaton i M | lrgnsaction and subomit | and disburse funds | Finance ransschons
amangaémant oo for IFAC revew & 1
Dafins tschmoal
Aaupects of the DIG angagament

IFAC tulk-screening® ’

4, Key principles: All blended finance investments must adhere to the following principles:

a.

Implement blended finance in an “impact driven” manner, where there is clear synergy and
complementarity with the intended results of Global Fund grants.

Follow the core Global Fund principle of country ownership, including meaningful
engagement of all national stakeholders.

Strengthen alignment with development partners, in line with aid effectiveness principles,
country needs and requests for more aligned approaches to financing of shared priorities.

Follow strong due diligence during transaction development, review and implementation
including independent technical reviews to maximize the impact of Global Fund resources.

Aim for streamlined approaches to reduce transaction costs for countries, partners, and the
Global Fund Secretariat.

5. Sources of funding: There are different sources of Global Fund funding that can be used for
blended finance transactions, including but not limited to47s:

a.

Allocation funding: allocation funding may be used to fund blended finance transactions
through the funding request submission; or through the reinvestment of savings to fund
activities included in the Register of Unfunded Quality Demand (UQD)474.

Catalytic Investments, including Strategic Initiatives (Sl): catalytic investments may be
leveraged to support blended finance. This includes, but is not limited to, Strategic Initiatives
specifically focused on health financing and/or innovative finance.

6. Irrespective of the source of funds used, blended finance transactions can be identified and
developed during funding request stage (included in the budget and/or in the PAAR submitted to the
Global Fund) or during grant implementation (through the reinvestment of savings to fund activities
included in the UQD register or through the updating of the PAAR and UQD register).

473 Should other sources of funding be identified for blended finance efforts, use of those funds will follow the guidelines associated with the
additional sources of funds.

474 Portfolio Optimization (PO): blended finance transactions are eligible for Portfolio Optimization, where proposals will be reviewed in
accordance with the Global Fund’s prioritization framework. Under this framework they can be prioritized as a mechanism to strengthen the
sustainability of Global Fund investments and national programs, where strategic investments could complement additional resources from
domestic and other sources, such as blended finance and joint investments.
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7.  This Operational Policy Note (OPN) provides guidance for all Global Fund stakeholders considering,
designing, approving, and implementing Global Fund blended finance investments based on the
general parameters described in the Board-endorsed Global Fund Strateqgy, the Audit and Finance
Committee (AFC) endorsed Structured Approach to Innovative Finance, and the Global Fund’s
Framework for Joint Investments in Blended finance. It defines the key principles and requirements
of blended finance transactions, and standardizes the processes for developing, reviewing,
approving, and implementing blended finance investments.

8.  This OPN is designed only for blended finance and does not cover the broader array of possible
Innovative Finance transactions outlined in the Global Fund’'s Structured Approach to Innovative
Finance (e.g., Debt2Health, outcome based financing, etc). The OPN includes principles that should
be adhered to if Payment for Results (PfR) modalities are used in the context of blended finance
investments. These PfR principles are materially consistent with other PfR-related operational
policy475, and should be the primary reference for reviewing PfR modalities when included in blended
finance transactions, which often rely on the PfR approaches of partners organizations. When
reviewing blended finance transactions that include PfR modalities, this OPN should be the primary
source of reference for CTs.

IDEATION - Scoping and identification of blended finance transactions
Identify opportunity, manage pipeline and define transaction team

9. Blended finance transactions can be identified either by i) countries during country dialogue and/or
Funding Request (FR) development processes, with support from partner organizations, and Global
Fund Secretariat stakeholders (including Country Teams and Health Finance Specialists); or ii)
throughout the grant lifecycle by countries and/or the Global Fund Secretariat via ongoing
engagement with countries and development partners. In addition to this, the Secretariat may identify
opportunities for blended finance during other ongoing planning processes for the investment of
Global Fund financing, such as Strategy development or planning for future allocation cycles.

10. Once a potential blended finance opportunity has been identified, it is included in the pipeline of
blended finance transactions, which is managed by the Health Finance Department (HFD) and
periodically shared with the Innovative Finance Approval Committee (IFAC) and Technical Review
Panel (TRP). The purpose of this information sharing is to keep the IFAC and the TRP members
informed and updated about potential transactions that would come for their review at later stages.
Maintaining a pipeline of potential transactions allows for increased visibility by the Secretariat and
the TRP on the scale, scope, and focus of blended finance transactions across the Global Fund
portfolio.

11. The Transaction Team47¢ is set up by the Fund Portfolio Manager (FPM) as a cross-functional team
that leads the development of deliverables necessary at ideation, incubation and maturity stages of
the blended finance transaction, signing-off on final transaction specific documentation prior to IFAC
reviews. Detailed responsibilities of the Transaction Team are defined in the Operational Procedures.
The Transaction Team also engages with partners in-country (as needed) as indicated in Section A2.2
below.

Identify transaction modality and implementation arrangement

12. In relation to the transaction modality, The Global Fund’s blended finance efforts primarily consist of
four types of transactions as per Figure 2 below:

475 Existing guidance on cost inputs and related finance requirements for Payment for Results are outlined in the Payment for Results section of
the Guidelines for Grant Budgeting.

476 The Transaction Team is generally composed of the Fund Portfolio Manager (FPM) and Disease Fund Manager (DFM) if applicable, Health
Finance Specialist (HFS), Legal Counsel, Finance Specialist, Health Financing and Risk Management Advisor (Blended Finance focal point),
and Risk Management Specialist, and other Country Team members as per the FPM’s discretion. Blended Finance focal points from Legal and
Finance (who are familiar with the Global Fund’s blended finance approaches) support the transaction team as needed.
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Figure 2: Modalities of blended finance transactions
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13. In loan buy-down transactions (LBD), the Global Fund finances repayment of a credit or a
concessional loan from a partner organization to a Government, “buying down” the costs of that
credit or loan. The “buy down” makes the cost of borrowing more attractive and affordable to the
country, helping support additional, needed domestic investments and/or reforms in health systems
and/or national responses. In this modality, the Global Fund signs a legal agreement with and
disburses its investment to the partner organization providing the loan and relies on the partner
organization to make disbursements to the recipient conditioned on results pre-defined in
collaboration with the Global Fund.

14. In joint investments, the Global Fund contributes to existing program funding (loans or grants) by
a partner organization and potentially other donors. The goal of joint investments is often to influence
the scope of existing funding to better support the three disease and RSSH objectives. In this
modality, the Global Fund signs a legal agreement with and disburses its investment to a partner
organization providing existing funding and relies on the partner organization to make disbursements
to the recipient conditioned on either agreed upon budgets and/or results pre-defined in collaboration
with the Global Fund.

15. In direct co-financing477, the Global Fund contributes funds to a project or program that is jointly
funded and coordinated with a development finance institution and the country through a tripartite
arrangement. There are three ways that the Global Fund does this:

a. Parallel co-financing: when Global Fund and partner organization fund different /
complementary components; the Global Fund signs its own Grant Agreement and disburses
directly to a PR as per the Partners’ Results Framework and the Global Fund’'s Performance
Framework agreed with both the partner organization and the PR.

b. Joint co-financing: when Global Fund and partner organization pay for and/or procure the
same activities in an agreed proportion; the Global Fund signs its own Grant Agreement and
disburses directly to a PR as per the joint Results Framework agreed with both the MDB and
the PR.

C. Program co-financing: The Global Fund signs a legal agreement with the PR. Funds are co-
mingled with those of the partner organization and those of the recipient government; thus the
funds are not expected to be traced to specific expenditures to the same extent as other direct
co-financing modalities.

477 Please note that this terminology is reflected here because it is the terminology included in the Global Fund’s Framework Agreement with the
World Bank, which helps to support direct co-financing with the World Bank. Other partners may use different terms.
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In all of these direct co-financing transactions funds from the Global Fund flow directly to the
Principal Recipient (PR) / implementer, which is also the implementer of the project/program from
the partner organization side.

16. In technical assistance-focused joint investments, the Global Fund finances the provision of
technical assistance by a partner organization in a specific country directly in the context of
supporting the development of a broader blended finance project or improving its effectiveness. This
may include analytical work, sector dialogue, project design or implementation support to assist in
either the scoping, development, evaluation, or broader effectiveness of partner loans. The
materiality of these transactions and the level of risk are often less than in regular blended finance
transactions. As a result, these transactions follow a differentiated IFAC review process as indicated
in Section A.2.1.

17. Selecting the transaction modality for a blended finance investment influences considerations related
to costs of transactions, assurance mechanisms, legal agreements, among others. Therefore,
identification and selection of the transaction modality and how the Global Fund resources will be
invested in the transaction is a primary technical discussion which should take place as early as
possible, ideally before the incubation stage. If the Transaction Team has enough information to
make a decision on the transaction modality prior to IFAC’s pre-screening, it should be presented
for validation or through a list of potential options for IFAC’s steer.

18. Following the identification of a blended finance transaction, the FPM, with support from other
members of the Transaction Team as needed, identifies what is the most appropriate implementation
approach for the blended finance transaction, taking into consideration the transaction modality
(more specifically, whether the Global Fund funding for the blended finance transaction would flow
directly to the implementer/Principal Recipient or to the partner organization) and the source of funds.

19. The Country Team may decide to integrate the blended finance transaction into an existing grant or
establish a new grant, depending on the transaction modality and the source of funds. For direct co-
financing cases, there may be an existing Global Fund grant implemented by the PR that can be
used to implement the transaction. In such cases, the blended finance transaction can be integrated
into the existing grant during funding request or grant-making or grant-implementation depending on
when the opportunity is identified.

INCUBATION - IFAC pre-screening and initial transaction development, including
addressing key technical areas

IFAC pre-screening (if applicable)

20. As the Transaction Team advances in discussions with partners on a blended finance transaction,
they prepare the required documentation for conducting a preliminary consultation with IFAC. At this
stage, a pre-screening memo is prepared outlining the main characteristics, initial transaction
modality and structure, programmatic rationale, and the likelihood of success of the proposed
blended finance transaction.

21. The IFAC pre-screening is designed to allow Senior Management at the Secretariat to provide steer
at the early stages of transaction development. The pre-screening is an opportunity to outline to
Senior Management the high-level details of the potential transaction, such as partners involved,
sources of funding, programmatic rationale, non-standard exceptions envisioned, early
understanding of risks and assurance considerations, and the internal consultations and stakeholder
engagement to date. IFAC pre-screenings (including any steer and / or objections from IFAC) help
focus the attention of the Secretariat (including CTs), country, and partner stakeholders on those
transactions that are the most viable / feasible to develop, approve, and implement.

22. All blended finance transactions pass through this initial “pre-screening” phase, unless specifically
exempted as per the differentiation process outlined in Figure 3. IFAC can perform a differentiated
review based on a variety of factors, including novelty, materiality, considerations on the modality,
complexity / risks, and performance of existing transactions. Figure 3 outlines this differentiated
approach.
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Figure 3: Overview of IFAC differentiated review:
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23. For transactions that require IFAC pre-screening as per Figure 3, the pre-screening is conducted
during the incubation stage once the Transaction Team has gathered enough information on key
parameters of the transaction for IFAC to provide meaningful steer (e.g. partner investments, partner
loan development timing, programmatic alignment, rationale, likelihood of achieving the expected
results, implementation arrangements, etc.). While there is flexibility on the timing of the IFAC pre-
screening, it should ideally take place prior to the independent technical review (Section A.3.1),
where possible, to prevent transactions that are not operationally feasible from being formally
submitted for independent technical review.

24. The possible outcomes following IFAC pre-screening are “recommended”, “recommended with
comments” or “transaction not recommended for continuation”. If the transaction is “recommended
with comments”, these should be addressed before the IFAC full screening478 and the full screening
should include how these have been addressed. If the transaction is “not recommended for
continuation”, the Transaction Team discontinues the development of the blended finance
transaction at least until there is a significant change in the context that might constitute an
opportunity for reconsideration.

25. Following initial endorsement from the IFAC, the Transaction Team continues with the development
of the transaction, incorporating any steer from IFAC received from the screening process, which is
addressed in full by the time the Full Screening is conducted (see “Maturity” stage, Section A.3).

CCM*® engagement and endorsement (if applicable)

26. Regardless of how opportunities are identified, all blended finance investments are reviewed by in-
country stakeholders through multi-stakeholder inclusive consultations, including with CCMs. By
default, loans (which are often included in blended finance transactions) have to be approved by
Ministries of Finance, so there is strong country engagement and endorsement on blended finance
transactions. This focus on in country consultation reflects the Global Fund’s core principle of country
ownership.

27. During incubation, the Transaction Team is expected to engage in consultations with in-country
stakeholders as per standard grant life cycle processes. The level of engagement and the
stakeholders involved will depend on the transaction modality, the stage of development from the
partner side and contextual factors. In the specific case of direct co-financing transactions (see

478 |n exceptional circumstances, if the IFAC deems that there was not enough information to complete the pre-screening review, the transaction
can return to the pre-screening based on IFAC recommendation.

47 Throughout this OPN, references to CCM include any Regional Coordinating Mechanism (RCM), Regional Organization (RO) or other
applicant, as applicable.
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paragraph 14), the Global Fund’s existing or nominated PR (as applicable) may be consulted during
the development of the blended finance transaction if it is expected to play the role of the
implementer. The Transaction Team is also expected to engage with technical partners to ensure
alignment with country specific strategic priorities and to leverage their technical expertise, data
and/or country/disease specific knowledge as a qualitative input, as needed.

28. When the development of the blended finance transaction takes place during Funding Request
stage, CCM engagement follows the regular processes described in the OPN on Design and Review
of Funding Requests. This includes CCM endorsement48o of the transaction as part of the Funding
Request submission process.

29. When the development of the blended finance transaction is done during grant implementation, CCM
endorsement should follow processes described in the OPN on Design and Review of Funding
Requests and in the OPN on Revise Grants, as applicable. This includes CCM endorsement48t of
the grant revision or updates to the PAAR, if such transaction has not been endorsed by the CCM
earlier.

30. For transactions not financed by the Global Fund allocation, CCM engagement will vary. While
dialogue with in-country stakeholders is essential overall, only transactions financed by the Global
Fund allocation must be formally endorsed by the CCM during development482,

Define technical aspects of the transaction, including: PfR considerations; Partner and Global
Fund joint timeline; Identification and implementation of Technical Assistance (TA)

31. Following IFAC pre-screening, the Transaction Team should address the following technical focus
areas before proceeding to maturity stage and completing the independent technical review:

Payment for Results considerations

32. Blended finance transactions may include PfR approaches by the partner organization (e.g., through
the adoption of Disbursement Linked Indicators (DLIs), Performance-Based Conditions (PBCs), or
other modalities used by partners to disburse against results). In these cases, the PfR aspects of
the blended finance transaction should focus on the appropriate results; payment / disbursement
decisions should be based on appropriate verification of those results; any risks related to the PfR
elements of the transaction should be identified during review and approval processes; and due
diligence reviews of the capacity of assurance providers should be a priority.

33. Design and review of the PfR aspects of the transaction should follow all of the following principles
highlighted below. However, given the nature of blended finance transactions, the review of these
principles will often rely in part or significantly on the systems and/or processes of the partner:

a. Programmatic Focus: The PfR aspects of the transaction must seek to improve programmatic
performance and be specifically focused on the programmatic objectives underpinning the
rationale for the transaction and/or the part of the transaction specifically supported by the PfR
mechanism. When the blended finance transaction retains Global Fund specific reporting (i.e.,
in the case of direct co-financing investments), the PfR targets should be aligned with the grant
performance framework and the partner organizations’ corresponding Results Frameworks.

b. Sustainability: The PfR aspects of the transaction should leverage local systems, avoid
fragmentation, and align to operational realities wherever possible.

C. Value for Money: The PfR aspect of the transaction should be developed taking into account
Value for Money considerations.

480 Endorsement by each member of the CCM (or RCM for RCM applications) shall be provided. For RCM applications, endorsement must also
be provided for each country represented in the program by: (i) CCM Chair and (ii) civil society representative if the CCM Chair is the
representative of the Government, or the representative of the Government if the CCM Chair is the representative of the civil society.

481 Endorsement must be provided by: (i) the CCM Chair and (i) the civil society representative if the CCM Chair is the representative of the
Government, or the representative of the Government if the CCM Chair is the representative of the civil society. With respect to endorsement by
the CCM Chair, in the absence of the CCM Chair, endorsement by the Vice Chair is acceptable if in line with the CCM’s governing documents.
482 Noting that in case of a new separate grant agreement, the CCM would still endorse via signature / acknowledgement of the grant, in line
with footnote 11 above.

(¢} THE GLOBAL FUND Page 182 of 216


https://www.google.com/url?client=internal-element-cse&cx=000619188157503360808:jaufjtv3mba&q=https://www.theglobalfund.org/media/3266/core_operationalpolicy_manual_en.pdf&sa=U&ved=2ahUKEwiCmqLnivGFAxWngv0HHRa_CfEQFnoECAQQAg&usg=AOvVaw2NjnMaAb3iIFmttF3hFD79
https://www.google.com/url?client=internal-element-cse&cx=000619188157503360808:jaufjtv3mba&q=https://www.theglobalfund.org/media/3266/core_operationalpolicy_manual_en.pdf&sa=U&ved=2ahUKEwiCmqLnivGFAxWngv0HHRa_CfEQFnoECAQQAg&usg=AOvVaw2NjnMaAb3iIFmttF3hFD79
https://www.google.com/url?client=internal-element-cse&cx=000619188157503360808:jaufjtv3mba&q=https://www.theglobalfund.org/media/3266/core_operationalpolicy_manual_en.pdf&sa=U&ved=2ahUKEwiCmqLnivGFAxWngv0HHRa_CfEQFnoECAQQAg&usg=AOvVaw2NjnMaAb3iIFmttF3hFD79
https://www.google.com/url?client=internal-element-cse&cx=000619188157503360808:jaufjtv3mba&q=https://www.theglobalfund.org/media/3266/core_operationalpolicy_manual_en.pdf&sa=U&ved=2ahUKEwiCmqLnivGFAxWngv0HHRa_CfEQFnoECAQQAg&usg=AOvVaw2NjnMaAb3iIFmttF3hFD79
https://www.google.com/url?client=internal-element-cse&cx=000619188157503360808:jaufjtv3mba&q=https://www.theglobalfund.org/media/3266/core_operationalpolicy_manual_en.pdf&sa=U&ved=2ahUKEwiCmqLnivGFAxWngv0HHRa_CfEQFnoECAQQAg&usg=AOvVaw2NjnMaAb3iIFmttF3hFD79

/ﬂ\ Grant Life Cycle Funding Request & Grant-making Grant Implementation Throughout the Cycle

d. Due Diligence: The PfR aspects of the transaction must be based on due diligence of the
targets intended to be achieved, including the capacity of implementers and verification entities
involved in verifying those results, where possible leveraging national entities and national
reporting systems.

e. Assurance: The PfR aspects of the transaction should be adequately assured to confirm that
risks are being effectively mitigated and that Global Fund contributions are used for purposes
intended, as defined by the terms of the contractual agreement with the partner organization.

Partner and Global Fund joint timeline

34. The maturity of a partner project, the stage of development and how quickly the transaction is
expected to be approved will impact the Global Fund’s approach to transaction development.
Therefore, during the incubation stage the Transaction Team should align with the partner on the
stage of development of the project, and the timeline for partner approval. This will impact the extent
to which the Global Fund can influence the design and structure of the partner project, the type of
independent technical review, and the timing of internal review processes. Timelines can vary greatly
depending on the specific project, and should be outlined very early in the development of the
transaction.

Identification and implementation of technical assistance to support development of the transaction

35. Technical assistance may be required to support the development of a transaction, such as definition
/ scope of DLIs or other PfR mechanisms, assessment of specific technical areas that should be
supported by the transaction, evaluations of existing technical areas or performance, etc. Therefore,
identifying whether any technical assistance to support the development of the transaction and the
Global Fund’s contribution should be a focus of the incubation stage, including the identification of
necessary financing (where required).

MATURITY - independent technical review and IFAC full screening
Independent Technical Review

36. All blended finance transactions include an independent technical review to ensure investments are
well placed to strengthen impact and sustainability, in line with all Global Fund investments. Where
possible, these are aligned with standard grant life cycle processes for independent technical review.
Figure 4 below summarizes the approach to Independent Technical Reviews, which is based on: i)
the stage of development of the partner project (i.e., early or late483 - depending on how advanced
and defined the partner project is and the extent to which the Global Fund can still influence the
project structure and focus); and ii) the grant lifecycle stage (i.e., funding request or grant
implementation). When the source of funding is the Global Fund allocation (including Portfolio
Optimization funding)484, the Technical Review Panel (TRP) plays a primary role in the technical
review, either through a joint review with development partners or through a stand-alone TRP review.
Where possible and where the partner organization is willing to, joint reviews with the TRP are
encouraged to ensure aligned approaches to the financing of shared priorities, reduce duplication,
and foster more streamlined transaction development.

37. Key principles that underpin the independent technical review include:

a. maintaining a strong and independent focus while adjusting the approach to streamline and
eliminate duplication;

b. pursuing meaningful and where possible early engagement to ensure the review can
substantively shape the investment; and

483 While the Global Fund prefers to engage on a blended finance transaction in the early stages of the development of the partner project where
the design / development can be meaningfully influenced, there are situations where a late stage engagement can still strengthen impact, even
without changing the fundamental design. For this reason, both options are available in blended finance transactions.

48 |f earmarked funds become available to support blended finance transactions in the future, the independent technical review of these
transactions should follow the specific rules that would apply to those funds. In general, technical review of blended finance transactions should
seek to minimize duplication of efforts. For transactions funded with existing or future catalytic funding, the independent technical review of the
investments should follow the applicable rules for the use of those funds.
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C. identifying opportunities for learning to continue strengthening the quality and impact of
blended finance transactions.

38. TRP review is based on both Global Fund specific documentation required for the Funding Request
as well as information on the partner project. This includes: the FR narrative, budget and/or PAAR,
partner specific documentation that describes the partner project, and any supporting information
related to the national response or context. To reduce duplication, in some cases, the Global Fund
Secretariat may agree with the TRP to submit only partner documentation (in lieu of the Funding
Request), especially if a significant percentage of the allocation is being used for the BF transaction.

Figure 4: Overview of independent review approaches based on the stage of partner project development
process

During Funding Request or Implementation

* Regular TRP review to provide strategic steer to the development
of the BF transaction given early stage of the development process.
This is done at the same time of the regular TRP review of the
Funding Request or as per OPN on Grant Revision;

or

* Where possible, TRP conducts a tailored review jointly with the
partner organization

Early stage of partner
. project development
process

L
[ TRE]
E’ ."o_"."E + Focused TRP review to highlight opportunities, risks and
w5 E g considerations to inform the Global Fund's decision on
T . go whether to pursue the blended finance approach, given
8 g [=] 3 limitations in changing the fundamental design of the partner project
E = E s at such stages of development. This is done at the same time of
% E_ % the regular TRP review of the Funding Request or as per OPN
<5 on Grant Revision.

39. In the majority of blended finance transactions, Global Fund investments represent a small
percentage of the overall transaction. When a greater percentage of the overall transaction is funded
by the Global Fund, this may require more in-depth review by the Secretariat and TRP, but this will
be determined on a case-by-case basis given the exceptional nature.

During Funding Request Submission

40. Early stage of the partner project development process: the TRP either (i) reviews the blended
finance transaction at the same time of the regular TRP review of the Funding Request or (ii) the
TRP conducts a tailored review of the blended finance transaction jointly with the partner
organization, where possible. When it is done jointly with the partner organization, this tailored review
would be done through the engagement of TRP reviewers in the review processes of partner
organizations to provide their inputs and recommendations for consideration. TRP reviewers
involved in this tailored review should represent a broad set of skills, including, but not limited to,
health financing, health systems, relevant disease experts and equity, human rights and gender,
reflecting the technical skill-sets critical to HIV, Tuberculosis, Malaria responses and RSSH. In
general, a TRP RSSH expert should be systematically involved in the reviews.

41. Advanced stage of the partner project development process: If the partner project is in the
advanced stages, it means it has already undergone an independent technical review by the partner
and significant country level discussions, limiting the types of recommendations that are feasible to
implement and limiting the extent to which the fundamental design and focus can be materially
changed. As a result, in this case, the TRP review focuses on highlighting opportunities, risks and
considerations to inform the Global Fund’s decision on whether to pursue the blended finance
transaction at the same time of the regular TRP review, given limitations in changing the fundamental
design of the partner project at this development stage. This review focuses on ensuring that the
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proposal is technically sound and strategically focused to inform the Secretariat's decision-making
rather than on detailed recommendations that may not be possible to implement.

During grant implementation:

42. Early stage of the partner project development process: the TRP conducts its regular review for
programmatic revisions that require TRP input as per OPN on Revise Grants, or conducts a tailored
review jointly with the partner organization (where possible).

43. Advanced stage of the partner project development process: Similar to the scenario described
in Section A.3.1 above, in this case, the TRP review focuses on highlighting opportunities, risks and
considerations to inform the Global Fund's decision on whether to pursue the blended finance
approach. This review focuses on ensuring that the proposal is technically sound and strategically
focused to inform the Secretariat’'s decision-making rather than on detailed recommendations that
may not be possible to implement. At both stages, the TRP may require additional time for UQD
reviews of blended finance transactions, given the complexity.

Finalize technical aspects of the transaction and submit for IFAC review

Analysis and independent opinion of assurance providers and implementers proposed by partner
organization:

44. Implementation of blended finance transactions relies heavily on programmatic, financial and other
assurance provided by partner organizations and/or the country level entities used by those partners
(which are often national institutions), including implementers used by the partner organization. As
such, blended finance transactions require strong understanding and analysis of assurance
providers and implementers to understand the key risks / risk-tradeoffs of undertaking the
investment. A key part of the Maturity Stage is the analysis and development of an independent
opinion from the Secretariat on the appropriateness of the proposed assurance providers and
implementers used in the blended finance transaction. This analysis is based on the review of the
assessment conducted by the partner organization (which is shared with the Global Fund)485 as well
as other required additional analysis, and any risks that may result from the use of these entities.
While this varies depending on the transaction, it is likely to include an analysis of:

a. the entities involved in the verification of programmatic results (particularly in the context of
PfR investments),

b.  the entities providing financial and fiduciary assurance (including Supreme Audit Institutions)
for the resources involved in the transaction,

C. the entities involved in audits and investigations, and

d. the implementers of key interventions / activities. This includes an understanding of the
characteristics and capacities of these entities, as well as past performance (particularly when
they have been used in previous projects by the partner or by the Global Fund, where relevant).

45. This assessment should be prepared by the Transaction Team and included in the Full Screening,
reviewed and approved by IFAC. While partner documentation can, should, and often will be used
to inform the assessment (particularly given that Global Fund partners may conduct thorough
assessments on financial management / fiduciary considerations, environmental and social
considerations, risks), the Secretariat’s review is designed to provide an independent understanding
of the assurance providers / implementers and any risks that could results from their use.

Finalization of the Partner Results Framework*8® and associated indicators, including verification
protocols:

46. A key focus of the maturity stage is the review of the partner results framework and associated
indicators (building on the independent technical review, which also includes a focus on these

48 Transaction Teams can refer to examples of analyses done from past transactions to guide these assessments. Further guidance related to
the review of implementers and assurance providers in the context of blended finance transactions is forthcoming.

486 For specific transactions that retain Global Fund specific reporting (such as co-financing transactions through a Framework Agreement with
the World Bank), customized templates from grant reporting (including Transaction Specific Performance Framework, and Detailed Budget) should
be developed by the CT with the support from Health Finance Specialists ahead of IFAC full screening.
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indicators) detailed in partner projects and negotiated with the partner and country, including the
methods of verification that will be used to verify results.

Development of differentiated grant reporting documentation including Performance Framework and
Budget (where applicable)

47. For certain blended finance transactions that may retain Global Fund reporting (e.g., in the case of
a direct co-financing modality pursued with allocation funding) transaction specific, differentiated
versions of the Global Fund’'s Performance Framework and Budget should be prepared.

Development of risk trade-off analysis

48. Blended finance transactions must carefully balance risks involved in the transaction with rewards
of the potential investment, particularly given that the Global Fund relies more heavily on partner
organizations to manage many of the overall and implementation risks. As such, a key focus of the
maturity stage is the development of a risk-trade-off analysis, highlighting the key risks associated
with the transaction and how those compare to the expected benefits. This risk-trade off analysis
should consider: a) the overall risks associated with the portfolio (building on country specific
analysis included in the Global Fund’s Integrated Risk Management Tool); b) the specific risks
associated with the design of the transaction and modality (such as verification of results in PfR
mechanisms; capacity of implementers and assurance providers; previous performance, etc.); c)
risks related to the programmatic achievement of results; and d) any other risks. The risk trade-off
analysis may build on the risk analysis conducted by partner organizations but must be an
independent Secretariat assessment.

Identification of expected fees and administrative costs

49. The partner organization is expected to provide a certain set of services as part of the transaction,
which often result in fees and operational costs. As part of the maturity stage, the Transaction Team
discusses with the partner any potential costs associated with the investment, including related to:
a) confirmation that fees are in line with standard fees associated with the partner organization and
in line with previous precedents for other blended investments with that partner; b) clarity on how the
overall costs link to the services provided by the partner (i.e., what the fees “pay for”); and c) how /
if the Secretariat is confident that the overall costs represent value for money given the nature of the
transaction and investment. Documentation on the expected costs should be included in the Full
Screening memo.

Development of legal agreement with the partner organization

50. Legal agreements with partner organizations cover many of the most important details of the
transaction, including the Global Fund’s rights and obligations. This includes disbursements,
financial and programmatic reporting, claw back clauses, etc. While some of the details of legal
agreements with partner organizations are standard, modifications may be included based on the
specific transaction. A draft, formal contractual agreement is prepared by the Transaction Team (led
by the Legal focal point) and negotiated with the partner organization before proceeding to IFAC Full
Assessment. Acceptable modifications to standard agreements will vary based on the partner
organization and must be discussed with the legal focal point and CT legal counsel during the
maturity stage. Following the IFAC full review, this contractual agreement should be aligned with the
transaction details reviewed by IFAC, and any transaction specific recommendations made by IFAC.
The final legal agreement with the partner must be negotiated prior to GAC approval.

51. All blended finance transactions must pass through a full screening assessment by the IFAC, prior
to GAC approval (except when exempted as per the differentiation process described in Section
A.2.1). A Full Screening memo is developed by the Transaction Team summarizing and discussing
criteria relevant to IFAC review of the proposed transaction, building on any initial steer provided by
the IFAC during the pre-screening process. This includes information on:

a. Final transaction structure and modality

b. Rationale for the investment and programmatic overview, including the results frameworks and
programmatic indicators
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C. Assurance considerations and analysis

d. Risk trade-off analysis, including analysis of key risks

e. Fees and costs associated with the transaction

f. Required deviations to Global Fund operational policies (to be approved by IFAC487) if not
included in the standard flexibilities

g. Relevant Annexes — including relevant partner project documents and draft legal agreements

h.  Standard grant documents (Performance Framework and Budget if and when applicable —i.e.,
when a blended finance transaction retains Global Fund reporting).

i. TRP review outcome (where and when applicable)
OIG engagement

52. During the development of the IFAC full-screening assessment, the Transaction Team engages the
Office of the Inspector General (OIG) to provide their insights on the blended finance transaction.
The OIG is an invited guest to full IFAC screenings and provides inputs into the development of
blended finance transactions, particularly related to considerations around assurance and potential
risks. In general, OIG engagement should begin at the time of the IFAC pre-screening and continue
as part of the transaction development process during the maturity stage.

IFAC full-screening (if applicable)

53. The IFAC full-screening consists of a detailed review of the final transaction, including the elements
outlined in point 46 above. Based on the review of the full screening documentation, the IFAC either
recommends a transaction for GAC approval, with specific recommendations for GAC consideration,
or requests additional iteration by the Transaction Team and further IFAC review. During IFAC
meetings, IFAC member consensus is required for transaction recommendation to the GAC and any
deviations to operational policies.

54. Blended finance transactions require standard flexibilities to Global Fund operational policies, which
IFAC reviews488 during the full screening and approves as part of the recommendation of the
transaction for GAC approval. Deviations to operational policies are approved by IFAC and then
reported by the IFAC to the Executive Grant Management Committee (EGMC), as per the delegated
authority of IFAC.

TRANSACTION FINALIZATION - GAC and Board approval, agreement activation and
disbursement of funds to partner organization

GAC and Board Approval

55. Following the IFAC full screening and recommendation to the GAC, the transaction is submitted to
the GAC as per standard grant life cycle processes for GAC review and request for Board approval.

56. To reduce duplication in review processes, a formal recommendation and report are prepared and
submitted by the IFAC Secretariat to the GAC, indicating IFAC’s conclusions and identifying any
remaining areas of consideration for the GAC. GAC review should focus only on the issues not
resolved by IFAC, including any specific items that are flagged by IFAC for GAC discussion and any
issues which are within the mandate of the GAC, including but not limited to: a) engagement with
GAC partners; b) addressing any pending actions at the time of IFAC review; c¢) formal reporting to
the Board; d) TRP recommendations or necessary engagement with the TRP;

57. Pre-GAC is given visibility of every blended finance transaction submitted for GAC approval. Since
significant due diligence is done prior to IFAC review, the pre-GAC review focuses primarily on areas
identified by IFAC that need to be addressed by the GAC, including any unresolved issues as well
as the appropriate framing and process for GAC approval. The IFAC Chair and/or Secretariat works

487 The Executive Grant Management Committee (EGMC) has delegated authority to IFAC to approve operational policy deviations required for
transactions recommended for approval by IFAC. IFAC-approved operational policy deviations shall be reported by the Health Financing
Department to the EGMC, via email, for each IFAC recommended transaction. Reporting to the EGMC shall consist of brief citation to the
recommended transaction and attachment of the applicable transaction Screening Assessment supporting IFAC approval.

488 |n line with the EGMC's delegation to the IFAC on 15 December 2022
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with the GAC Secretariat to identify the appropriate process for GAC review, including whether the
transaction should go to a Plenary GAC, Executive GAC, or should undergo electronic GAC review
and approval.

58. Documentation required for GAC submission may vary based on the source of funding and type of
agreement being signed with partner, but should include:
a. IFAC full screening assessment and other documentation reviewed by IFAC
b. Final legal agreements with partners (such as Administrative Agreements)

C. Partner concept note / funding request or equivalent (such as World Bank PAD) and any other
partner documentation that is materially relevant to the blended finance transaction

d.  Grant-making Final Review Form (if new grant) or Form B (if grant revision)
e. TRP Review and Recommendation Form (when applicable)
f. Global Fund grant documents (if applicable), such as Budget, Performance Framework, etc.

59. If the transaction is funded through the allocation or PO, the GAC submits its recommendation for
Board approval as per standard processes. All blended finance transactions follow standard Board
approval processes for Global Fund grants.

Sign legal agreement and disburse funds

60. Once ablended finance transaction is approved by GAC (if SI-funded) or the Board (if funded through
allocation/PO), the legal agreement can be signed.

IMPLEMENTATION - Blended finance transaction differentiated implementation
oversight, reporting and evaluation

Differentiated Oversight & Reporting Requirements

Programmatic and financial reporting

61. During implementation, it is expected that partners involved in the blended finance transaction will
play a primary role in implementation oversight. The specific responsibility and focus of the CT’s
oversight role will be defined for each transaction, including as described in the contractual
agreement with the partner organization and based on any recommendations by the IFAC, GAC,
and/or TRP. Depending on the structure of the blended finance transaction, materiality, incremental
risk and implementation arrangements, the CT’s role may be adjusted and documented during the
transaction review and approval stages. The contractual agreement should clearly state the extent
of Global Fund access to programmatic, financial and other reports and data from partner
organization.

62. Unless Global Fund reporting is retained (e.g., in the case of certain direct co-financing modalities
pursued with allocation funding48¢ where it should follow the OPN on Implementation Oversight),
blended finance transactions are likely to require reporting consistent with partner policies,
processes and platforms, which will be different from standard Global Fund grant-reporting (e.g.,
PU/DRs) and different from Sl partner reporting (if the blended finance transaction is funded with Sli
funds). When blended finance legal agreements with partner organizations involve non-standard
reporting, exception(s) to Global Fund standard reporting requirements are covered by the standard
exceptions reviewed by IFAC.

63. Local Fund Agents (LFAs) are not expected to undertake the standard assurance role for blended
finance transactions, unless specifically requested by the Country Team and/or recommended by
IFAC / GAC during the approval process.

Annual Funding Decision and Disbursements

489 |n this case, reporting templates (e.g., PU/DR) should be aligned and consistent with blended finance transaction design.
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64. The approach for funding decisions and disbursements for blended finance transactions is described
in the contractual agreements with the development partner (for example, the Administration
Agreements with the World Bank). Once the contractual agreement is signed, the disbursement
process will depend on the source of funds. Blended finance transactions will often require a bespoke
funding decision and disbursement approach that deviates from standard Global Fund Annual
Funding Decision and Disbursement (AFD) requirements, but also from the standard disbursement
approach applied with partner organizations for Sl investments (when Sl funded). Bespoke funding
decisions and disbursement approaches should be clarified during transaction structuring, including
the necessary exceptions. In the case of direct co-financing modalities where the Global Fund
disburses blended finance funds directly to the PR, standard Global Fund Annual Funding Decision
and Disbursement (AFD)49¢ requirements still apply.

65. Ifthe AFD needs to be adjusted to align with the transaction reporting period and/or when transaction
funding goes beyond standard AUP cut-off dates, flexibilities to the OPN on Annual Funding
Decisions and Disbursements may be needed.

Country level engagement during implementation

66. Expectations for country level engagement by the Country Team are based on the approach agreed
with the partner and could vary based on the transaction modality. This may include joint missions,
public disclosure of progress reports and key findings, as well as involvement in recommending
modifications during ongoing implementation.

Assurance report from partner organization

67. Legal agreements with partners may deviate from standard Global Fund grant Audit Rights and
Access and will require standard flexibilities. For example, partner organizations might not provide
for Global Fund access to books and records or incorporate Global Fund’'s Codes of Conduct,
instead relying on their own policies and procedures. In any case, the legal agreement with the
partner organization should require that the Global Fund is informed about the outcomes of any
assurance review, audit or investigation it conducts within the scope of the blended finance
transaction as per the terms of the contractual agreement.

Grant Revisions during implementation

68. Standard revision processes as per the OPN on Revise Grants still apply to blended finance
transactions. In the case of parallel and joint co-financing, given that the Global Fund disburses
against known expenditures or a share of the known expenditures agreed with the partner
organization, grant revisions that affect the Global Fund portion of the blended finance transaction
should be discussed and aligned with the partner organization before internal review of the proposed
revision.

Closure of blended finance transactions

69. In the case of direct co-financing modalities, grant closure should follow regular processes and
requirements as per the OPN on IP Reconciliation and Grant Closure. For blended finance modalities
where a differentiated reporting is agreed with the partner organization (e.g., loan buy downs and
joint investments), the only applicable closure requirement as per |[P_Reconciliation and Grant
Closure is the Financial Closure Report (FCR), given that disbursements to Trust Funds are deemed
as expenditures which allow to finalize the FCR.

Evaluation of blended finance transactions and ongoing learning

70. Ongoing evaluation and learning of blended finance transactions is critical to improving how blended
finance transactions achieve Global Fund strategic objectives. As part of implementation of the
blended finance transaction, Country Teams (with support of the Health Finance Department and
other teams, where applicable) should work with partners to define opportunities for evaluation,

4% OPN Annual Funding Decision and Disbursement
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including leveraging existing partner evaluation processes. This may include bespoke evaluations,
mid-term evaluations, or other opportunities for understanding the impact of the blended finance
transaction. In addition, the TRP plays an important role in ongoing learning on blended finance
through their regular debriefs to countries, the Global Fund Secretariat, and partners following review
windows and after each allocation cycle.

Specific Multi-Country Considerations

71. Multicountry grants refer to:

a. grants financed through pooled country allocations (e.g., Multicountry Western Pacific and
Multicountry Caribbean);

regional grants financed solely through the Catalytic Investments — Multicountry Modality; and

regional grants financed through a combination of pooled country allocations and Catalytic
Investments (e.g., the Regional Artemisinin-resistance Initiative (RAI)).

72. Multicountry grants generally follow the same requirements set out in this OPN, with the following
specific considerations:

d.  Formulticountry grants, reference to CCM includes engagement of the RO (if applicable), RCM
(if applicable) and CCM representatives of all countries included within the grant.

e. The legal and political considerations and logistics of cross-border implementation are
considered when tailoring LFA-services.

The table below defines the differentiated blended finance requirements for each portfolio category (High
Impact, Core and Focused) and for Focused portfolio management models (Aligned, Targeted, Light,
Legacy) for country and multi-country portfolios. While all deliverables linked to blended finance
transactions are required across all portfolio categories, for Focused portfolios the role of stakeholders
other than the CT (such as HF Specialists) in the development of these deliverables is expected to be
higher to reduce workload on the CTs for these portfolios.

Requirement by Portfolio
Category
Blended finance Deliverables Focused
HI & Core
NNEE
Identify opportunity, manage pipeline and define transaction team
Blended finance opportunities included on the blended finance pipeline
Transaction Team established
Identify transaction modality and implementation arrangement
Transaction modality identified (or options identified for IFAC’s steer) R R
Integration approach determined, based on source of funds, grant lifecycle and transactions R R
modality
IFAC pre-screening (if applicable) ‘ ‘ ‘
IFAC Pre-screening memo prepared where applicable (based on the differentiation criteria Ra R®
outlined in the OPN)
Steer from IFAC for the development of the transaction, where applicable Ra R2
CCM (or RCM) endorsement (if applicable) ‘ ‘ ‘
Consultations conducted with relevant in-country stakeholders R R
CCM (or RCM) endorsement for transactions using allocation funding R R
Finalize technical aspects of the transaction and submit for IFAC review
Partner and Global Fund joint timeline finalized R R
Technical assistance to support development of the transaction (where applicable) identified and R R
implemented
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Independent Technical Review ‘ ‘ ‘

Independent review conducted and outcomes shared with the Global Fund Secretariat (and with R
the partner organization, via the Global Fund Secretariat).

Finalize technical aspects of the transaction and submit for IFAC review

Analysis and independent opinion of Assurance Providers conducted

Analysis and independent opinion of Implementers conducted

Partner’s Results Framework finalized

Transaction specific Performance Framework and Budget developed
Risk trade-off analysis developed

Expected fees and administrative costs identified

A|AW|0 |00 [AOXD
A|A|0 |00 A0 X"

Legal agreement with partner organization(s) developed

Full IFAC screening memo submitted (as applicable based on the differentiation criteria outlined RP
in the OPN)

OIG engagement ‘

2

jg_

Inputs and decision on transaction, particularly in terms of assurance and risk Re

IFAC full-screening (if applicable) ‘

IFAC-recommended transaction R

R
GAC and Board approval ‘ ‘ ‘
GAC-recommended for Board approval or GAC-approved transaction (as applicable based on R R
the source of funding)
Board-approved transaction (as applicable based on the source of funding) R

R
Sign legal agreement and disburse funds ‘ ‘ ‘
R

Signed legal agreement R

Differentiated oversight and reporting requirements

Differentiated oversight and reporting completed | R | R

Evaluation of Blended Finance transactions

Ongoing evaluation and learning of blended finance transactions completed ‘ R ‘ R
Level of Requirements:

R= Required

BP = Best Practice

- = Not required

a: Pre-screening not required for transactions that qualify for partial or full IFAC differentiation (e.g., extension of existing
transactions with material changes, TA-focused investments, etc.)

b: Full screening not required for transactions that qualify for full IFAC differentiation (e.g., extension of existing transactions
without material changes, TA-focused investments, etc.)
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( THE
") EhRee
Operational Policy Note
Country Coordinating Mechanism Funding
Approved on 25 September 2019
Approved by Executive Grant Management Committee
Process Owner Grant Portfolio Solutions & Support — CCM Hub
Sub-process Owner Program Finance and Controlling Department

1. The Global Fund provides Country Coordinating Mechanism funding (CCM Funding) through
performance-based agreements tied to achievement of performance objectives*'. CCM Funding aims
to support:

a. CCM core functions as set forth in the CCM Policy Including Principles and Requirements;
b. CCM performance and maturity in oversight, key populations engagement, linkages, and CCM
functioning, as set forth in the CCM Policy Including Principles and Requirements.

2. The framework below provides an overview of the CCM Funding process:

Close CCM
Funding
Agreement

Disburse & Report

4 on CCM Funding

@ AGREEMENT PROCESS FUNDING PERIOD:
1-2 MONTHS UPTO 3 YEARS

3. This Operational Policy Note (OPN)“2 describes the rules and requirements that Country Coordinating
Mechanisms (CCMs)“2 must follow to receive CCM Funding.

4. Unless otherwise stated in this OPN or agreed in writing with the Global Fund, CCMs must comply with
the Global Fund Guidelines for Grant Budgeting when using CCM Funding.

5. The CCM Hub, within the Grant Management Division, centrally manages CCM Funding, including the
CCM Funding Agreement negotiation and execution, disbursement, monitoring & reporting, and
closure processes. This is done in close consultation with Country Teams.

Assess CCM Funding Eligibility

6. Eligibility for CCM Funding is determined by compliance with the six CCM Eligibility Requirements,
as set forth in the CCM Policy Including Principles and Requirements, until the last Global Fund grant
is closed. Eligibility for CCM Funding does not guarantee an allocation of funding for CCMs.

7. Compliance with CCM Eligibility Requirements 1 and 2 is assessed by the Global Fund’s Access to
Funding Department, at the time of submission of the national request for funding through the country’s
allocation, as set forth in the CCM Policy Including Principles and Requirements, and in the OPN on
Design and Review of Funding Request.

491 As set forth in the CCM Policy Including Principles and Requirements.

492 This document replaces previous CCM Funding OPN and CCM Funding Guidelines.

493 For purposes of this document, the term “Country Coordinating Mechanism” or “CCM” includes all coordinating mechanisms fulfiling CCM
functions as they are set forth in the CCM Policy Including Principles and Requirements.
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8. Compliance with CCM Eligibility Requirements 3 to 6 is assessed at the time request for funding stage
and on a yearly basis, as set forth in the CCM Policy Including Principles and Requirements. An
Eligibility and Performance Assessment must be carried out as an evaluation tool to assess
compliance with CCM Eligibility Requirements 3 to 6.

Negotiate and Sign CCM Funding Agreement
CCM Funding Period and Amount

9. CCM Funding is approved for a three-year funding period*+, and no overlap between funding periods
is allowed: the earlier CCM Funding Agreement is automatically terminated when the new CCM
Funding Agreement is signed.

10. A CCM Funding Performance Framework is determined at the beginning of each funding period. The
Performance Framework must be consistent with the country-context and composed of a set of
indicators targeting the performance objectives each CCM is required to report on annually“=. Failure
to meet the agreed objectives affects the disbursement decisions in subsequent years, in line with the
principle of performance-based CCM Funding.

11. The Global Fund determines at the beginning of each funding period an annual funding envelope
amount for each CCM (“Funding Envelope”), which is based on the achievements of the performance
objectives set in the preceding funding period. The total CCM Funding Agreement amount corresponds
to three Funding Envelopes, that are distributed and spent over the three-year funding period. This
amount cannot be increased during the funding period.

12. For CCM Funding Agreement amounts higher than US$ 300,000, the CCMs must demonstrate
mobilization of additional external funding, which must be at least 20 percent of the amount exceeding
US$ 300,000. The CCMs must report annually on the use of such external funds.

Eligible Items for CCM Funding

13. The CCM Secretariat operational costs and CCM activities must be agreed and endorsed by all CCM
members. They must be included in a Costed Work Plan by cost grouping, performance area, and
respective budget cost. Costed Work Plans must be submitted to and approved by the Global Fund
annually.

14. The following categories of operational costs and activities are eligible for CCM Funding+s:

a. Human Resources (CCM Secretariat staff+7)
b. Travel Related Costs (includes meeting expenses)

External Professional Services

Non-health Equipment (office furniture and equipment)

Communication Materials and Publications

f. Indirect and Overhead Costs

®© oo

15. The Human Resources budget is validated as a fixed cost and cannot increase during the three-year
funding period. Any annual salary increases aligned with national or organizational policy of the hiring
entity must be budgeted for within the agreement. The budget shall not exceed 2 full-time equivalent
headcounts.

16. CCM Secretariat staff must (i) be accountable to the CCM as a whole, and not to any single
constituency or member, (ii) have clear terms of reference, (iii) be recruited through a transparent and
documented process based on capacity for the role and global good practices, and (iv) be rigorously
evaluated on a regular basis, with participation of all CCM constituencies. Global Fund support to HR
costs is dependent on the performance of the CCM Secretariat.

4% The three-year funding period is not necessarily aligned with the national grant allocation cycle.

4% |ndicators may be defined by CCM Hub in cooperation with CCMs, Global Fund Country Teams and other relevant teams within the Global
Fund Secretariat.

4% Please refer to Instructions included in the Costed Work Plan template for more details on each category.

47 Employees supporting CCM Secretariat’s cleaning and other services not related to the CCMs’ core functions must be included in the category
Indirect Overhead Costs.
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17. Activities linked to the CCM’s role in strengthening sustainability and / or preparing for transition from
Global Fund financing*® can be financed via the CCM Funding Agreements. CCMs whose country is
notified by the Global Fund that they have disease components that are a “transition preparedness”
priority or that they are receiving transition funding** must use a portion of CCM Funding to implement
activities that support the sustainability of the national responses to the three diseasess®. Other
activities included in this category are those related to the continuation of the role of the CCM or
activities to ensure the continuation of the principles of Global Fund CCMs in other national governance
mechanisms after full transition from Global Fund financing.

18. CCMs must allocate at least 15% of the CCM Funding Agreement amount to support constituency
engagement for non-governmental sector activities, in order to facilitate non-governmental
constituency consultations, including civil society and key population groups, and to promote and
improve the quality of stakeholder participation. Failure to comply with this requirement may affect
disbursement decisions in subsequent years and calculation of the Funding Envelope.

19. The use of CCM Funding has the following limitations:
a. cannot be used to remunerate CCM members;
b. cannot be used to finance Principal Recipient’s activities;
c. cannot be used for consultancy costs associated with writing national funding requests for Global
Fund financing*";
d. cannot be used to finance international travels;
cannot be used to purchase a vehicle, nor for long-term lease of a vehicle;

f. cannot be used for CCM member per diems, except for CCM members representing Civil Society;
and

g. cannot be used to cover travel costs for CCM members, with the exception of Civil Society
representatives.

20. The costs included in the Costed Work Plan are reviewed and validated by the Global Fund to
determine their eligibility, reasonableness, and consistency with local prices, salaries, operating costs,
and historical reports. The CCM Hub Manager approves the Costed Work Plan.

CCM Funding Agreement

21. CCM Funding Agreements are signed by the Global Fund, the CCM and, when applicable, a third
entity acting as CCM Funding Recipient.

22. The CCM must nominate two signatory authorities for the signature of a CCM Funding Agreement:
CCM Chair or CCM Vice-chair®2 and a Civil Society representative.

23. In cases where the CCM is not a legally incorporated body, a CCM Funding Recipient is designated
by the CCM to be responsible for receiving and managing CCM Funding on behalf of the CCM. The
Global Fund verifies the legal capacity of this entity to receive and manage funds with the support of
the Local Fund Agent (LFA).

24. All CCM and CCM Funding Recipient signatory authorities are subject to the Global Fund’s anti-
terrorism screening.

4% This principle applies the approach set forth in the Sustainability, Transition and Co-financing Policy (GF/B35/04 — Revision 1 Board Decision).
4% Under the Sustainability, Transition and Co-financing (STC) Policy, all Upper Middle Income (UMI) countries (regardless of disease burden)
and Low Middle Income (LMI) countries with disease components that have a low burden are considered transition preparedness priorities. While
this does not mean that all the disease components in this category are transitioning from Global Fund financing immediately, it does mean that
these components should proactively prepare for transition from Global Fund financing and that transition considerations should be included in
Funding Requests, grant design, program design, and co-financing commitments. For more information, please consult the STC Guidance Note.
500 while these activities will depend heavily on country context, they may include activities such as strengthening oversight of sustainability or
transition work-plans, oversight of compliance with co-financing commitments, support for implementation of recommendations from Transition
Readiness assessments or other comparable analyses, etc. More information on the Global Fund’s overall approach to sustainability and transition
can be found in the Global Fund’s STC Guidance Note.

50" Country Dialogue consultations can however be supported through CCM Funding.

502 A different CCM member, duly appointed and acting on behalf of the CCM Chair or CCM Vice Chair, could sign the agreement.
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25. The CCM Hub Manager is the Global Fund’s signatory authority for CCM Funding Agreements, as well
as related amendments and disbursement decisions®s.

26. A CCM Funding Agreement must incorporate:
a. Agreement Face Sheet
b. Costed Work Plan for Year 15+
c. CCM Funding Performance Framework for Year 15
d. Standard Terms and Conditions.

27. A CCM Funding Agreement enters into force once it has been signed by all the necessary signatory
authorities, as detailed in the CCM Funding Agreement Face Sheet.

28. For transparency purposes, the Global Fund reserves the right to publish the CCM Funding
Agreements, including the CCM Funding Performance Frameworks and the Costed Work Plans, on its
website.

29. Amendments to CCM Funding Agreements must be done through Implementation Letters or
Notifications Letters. They become effective after the signature and written acknowledgment of the
modification by the signatory authorities, as detailed in the CCM Funding Agreement Face Sheet.

Disburse & Report on CCM Funding
Disbursement Decision

30. CCM Funding disbursement decisions are taken annually and approved by the CCM Hub Manager.
The first disbursement is processed after the CCM Funding Agreement is signed. The subsequent
disbursements are conditioned upon reporting on expenditure and achievement of the performance
objectives set forth in the Performance Framework. Late reporting may result in a reduction in the
subsequent disbursement decision, which the Global Fund reserves the right to apply.

31. The Global Fund deducts from the disbursement decisions the in-country cash balance, as determined
by the Global Fund in its sole discretion, from the preceding CCM Funding Agreement.

32. Failure to meet the performance objectives reduces the subsequent disbursement decisions, with
performance-based reductions up to 10% per indicator targeting CCM’s performance, and up to 5%
per indicator targeting CCM Secretariat’s performancess. The Global Fund determines the rate to be
applied based on the CCM’s historic and overall performance, absorption rate and Funding Envelope.

Reporting Requirements

33. Notwithstanding the involvement of the CCM Secretariat, and the CCM Funding Recipient when
applicable, CCMs are solely responsible and accountable for the implementation of their Costed Work
Plans, and reporting obligations set forth in this OPN.

34. CCMs must document all activities and operational costs incurred during a funding period, in
accordance with the Standard Terms and Conditions of the CCM Funding Agreements.

35. No later than one month after the completion of each funding year, CCMs must report to the Global
Fund their expenditure and achievement of the performance objectives set forth in their Performance
Framework, using Global Fund'’s templates.

36. The unspent funds at the end of a funding year may be reprogrammed and included in the Costed
Work Plan for the succeeding funding year within the same funding period and for the implementation
of CCM activities without seeking Global Fund’s written approval. The in-country cash balance at the
end of a three-year funding period is deducted from disbursements for the next CCM Funding
Agreement, or, in the absence of a new CCM Funding Agreement, returned to the Global Fund.

503 The signature of CCM Funding Agreements, related disbursements and amendments is regulated by the Global Fund Signature Authority
Procedure.

504 Costed Work Plans for the succeeding funding years are approved annually. No Implementation Letters are required,

505 CCM Funding Performance Frameworks for the succeeding funding years are approved annually. No Implementation Letters are required.

508 The base used to apply the performance-based reductions is the Funding Envelope.
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37. The Global Fund reserves the right to request at the end of each funding year, based on in-country
risk level, financial review, audit, or any other action that it deems necessary to ensure CCM'’s
accountability, as set forth in the Standard Terms and Conditions of the CCM Funding Agreement,
through an external agent or LFA.

38. Expenses incurred must be verified at the end of each 3-year funding period by an external audit. The
Global Fund reserves the right to request at any time a financial review, audit, or any other action that
it deems necessary to ensure CCMs’ accountability, as set forth in the Standard Terms and Conditions
of the CCM Funding Agreement, through an external agent or LFA.

39. Arecovery process (as defined in the Global Fund Budgeting Guidelines) is triggered when the Global
Fund determines that expenditures incurred by the CCM, or when applicable by the CCM Funding
Recipient, were not compliant with the relevant CCM Funding Agreement, this OPN or the Global Fund
Budgeting Guidelines.

40. Cash refund of the full recoverable amount in the currency in which the funds were disbursed is the
default mode of resolution for all recovery cases. Where the recovery and other possible leverages
have failed to resolve a recovery matter, the Global Fund’s Recoveries Committee may approve,
without limitation, a reduction to a CCM’s annual Funding Envelope by an amount equal to double the
outstanding recoverable amounts.

Close CCM Funding Agreement

Types of closure

41. There are three types of closure of CCM Funding Agreement with differentiated requirements.
42. Closure due to end of CCM Funding: CCM Funding stops being allocated to the CCM.

43. Closure due to a change of the CCM Funding Recipient: the CCM decides to transfer the CCM Funding
Recipient role from one entity to another. CCM Funding is continued through a new CCM Funding
Agreement signed with the newly appointed CCM Funding Recipient.

44. For the two above-mentioned cases, the CCM must complete the following requirements to close the
CCM Funding Agreement:

a. Report on the last year of expenditures® and achievement of performance targets;

b. Transfer the in-country cash balance to the new Funding Recipient, or returning to the Global
Fund=s;

c. Clear outstanding commitments and refund to the Global Fund non-eligible expenses;

d. Account for and transfer or dispose non-cash assets: the outgoing entity (CCM or CCM Funding
Recipient) must complete an inventory of non-cash assets procured with CCM Funding. In
accordance with the Standard Terms and Conditions of the CCM Funding Agreements, these
assets must be transferred to the new CCM Funding Recipient or, in case of termination of CCM
Funding, to national entities. The transfer must follow the necessary legal processes of the
country, be endorsed by CCM members and approved in writing by the Global Fund.

45. Closure due to end of a three-year funding period: CCM Funding is continued through a new CCM
Funding Agreement signed by the same parties. CCMs must in this case:

a. Report on last year expenditure and achievement of performance targets; and
b. Clears* outstanding commitments and refund of non-eligible expenses.

Annex 1. Definition of Terms

507 Refer to the Recovery Process set forth in the Global Fund Guidelines for Grant Budgeting.

508 The report must be audited and, if applicable, subject to LFA verification, as described in Paragraph 38.

509 The choice between the two options depends on CCM Funding Recipient’s regulations, and timeline for the verification of closing cash balance.
510 The report must be audited and, if applicable, subject to LFA verification, as described in Paragraph 38.
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1. Country Coordinating Mechanisms (CCM): mechanisms for public-private partnership in the
coordination with disease programs at country and/or regional level, as set forth in Paragraphs 7
to 12 of the CCM Policy including Principles and Requirements.

2. CCM Secretariat. The CCM Secretariat performs day-to-day operations on behalf of the CCM,
supports the implementation of the CCM’s decisions, facilitates the participation of all CCM
members in CCM meetings and decision-making processes and helps the CCM achieve its
strategic mandate. The CCM Secretariat’s duties include extensive coordination, meeting logistics
and oversight visits, and communication between the Global Fund and in-country (or regional, as
the case may be) stakeholders. To limit actual and potential conflicts of interest, the CCM
Secretariat shall be independent from Principal Recipients (PRs), Sub-Recipient (SRs), and other
implementing entities.

3. CCM Funding Recipient: The CCM Funding Recipient is a legally incorporated body with the
authority to enter into legally binding agreements with third parties. When a CCM does not comply
with these requirements, it designates a third entity responsible for receiving and managing funds
on its behalf. As set forth in the Standard Terms and Conditions of CCM Funding Agreements, the
CCM Funding Recipient shall ensure that all funds are prudently managed and shall ensure all the
necessary actions to ensure that the funds are used solely to pay for activities in accordance with
the agreed Costed Work Plan.
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Strategic Initiatives
Design, Approval, Implementation and Closure

Approved on February 1, 2023
Approved by Executive Grant Management Committee
Process Owner Strategic Investments and Impact Division

Overall Objective

1. Global Fund catalytic investments support programs, activities and initiatives that complement country
allocations and are essential to achieve the aims of the Global Fund Strategy and global partner plans.

2. Catalytic investments are comprised of three investment approaches, referred to as modalities:
matching funds, multicountry approaches and strategic initiatives (Sls).5!

3. Strategic Initiatives provide limited funding for centrally managed approaches that cannot be
adequately addressed through country allocations alone.5'? They are complementary to other Global
Fund investments, levers and processes.

4. Strategic Initiatives are generally implemented over a three-year Implementation Period.5'® Given their
aim to complement and support country allocations, this period is generally aligned with the
Implementation Period for most Global Fund grants.5'4

5. Each Sl has a defined budget, scope and set of programmatic objectives. They are managed by an Sl
focal point(s) and overseen by the SI Budget Holder.

a. Strategic Initiative Budget Holders manage and oversee individual Sls across each phase. They
approve S| commitments and expenditures, as well as any important decisions impacting the Sl.

b. Strategic Initiative Budget Holders are accountable for the SI's financial and programmatic
performance, in coordination with the relevant MEC member.

6. The Board affirmed that the Global Fund Secretariat has flexibility to operationalize Sls, with the
requirement to update the Strategy Committee (SC) and Board on such operationalization.5'®

7. The Catalytic Investment Program Management Office (CI PMQO)3'6 provides centralized management
support and oversight for the portfolio of Slis by:

a. Providing oversight and guidance for business functions, including monitoring the adequacy of
controls and performance.

b. Providing SI portfolio-level synergy and interdependency management, governance, and
reporting.

Implementing corrective actions to achieve aims and shared KPls.

Ensuring rigor and delegated accountability to recommend Sis to GAC for approval.
Coordinating with GMD, other Secretariat stakeholders for Sls, and with external partners.

Documenting lessons learned across the Sl portfolio to inform improvements and refinements of
business processes and operations.

- o a0

51" Reference relevant Board Decision on Catalytic Investments, including for the2020-2022 Allocation Period and 2023-2025 Allocation Period.
More information on matching funds and multicounty approaches are available on the Global Fund website.

512 Reference relevant Board Decision on Catalytic Investments, including for the 2020-2022 Allocation Period and 2023-2025 Allocation Period.
513 An implementation period is the period for a specific SI during which the relevant program activities are scheduled to be implemented and
completed. Sls may access pre-financing to implement Secretariat-based preparatory activities ahead of the start of the implementation period,
to ensure implementation readiness upon GAC approval. Some Sls may leverage additional private sector contributions; while this funding may
be received at different points in the Sl lifecycle, it is utilized in the defined S| implementation period.

514To the extent possible, Sls align to support the grant cycle.

515 Reference relevant Board Decision on Catalytic Investments, including for the 2020-2022 Allocation Period and 2023-2025 Allocation Period.
516 The CI PMO was established by the Global Fund Executive Director in 2020.
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8. In partnership with the ClI PMO, Sl Business Partners provide guidance and oversight throughout the
Sl lifecycle. Focal points are assigned from functional teams (Finance, Legal, Sourcing, Risk and
Strategy and Policy Hub) within the Secretariat act as Sl Business Partners.

9. Strategic Initiatives design and approval, implementation and closure are organized around key
phases:

a. Design and approval translate Board approved priorities into programmatic interventions with core
documentation that demonstrates value for money, agility and maximizes catalytic potential. Each
step leverages the partnership model, including co-creation through situation rooms and other fora;
review (e.g., the Technical Review Panel); and approval through the Grants Approval Committee
(GAC).

b. Implementation focuses on Sls delivering on catalytic potential, including the key shifts needed
based on a changing context.

c. Closure ensures that agreed deliverables are accounted for, financial commitments and financial
obligations are addressed, and withdrawal of S| funding is organized and well-planned.

Strategic Initiative Lifecycle

1.Design & Approve

A, ldentify, Prioritize and Allocate
Funding to Sis
8. Strategic Initiatives Design,
Review and Approval |

10. The following core principles are considered in all phases of the Sl lifecycle:

a. Catalytic potential: Strategic Initiatives are designed around a theory of change that outlines the
expected catalytic effect and an efficient and feasible strategy to achieve it. Strategic Initiatives
design and the underlying theory of change are based on evidence and lessons learned, as
applicable. Strategic Initiatives implementation must remain aligned with Grant Approvals
Committee (GAC) approval, ensuring that Sls are implemented within their approved scopes and
with attention to any other relevant requirements. Where course correction is needed, transparency
with GAC is maintained.

b. Country-focused: Strategic Initiatives support country-level results, even when the Sl is global or
cross-cutting in focus. The design, review and implementation of Sls considers complementary
investments in support of the achievement of country and grant results. Country Teams, the Grant
Management Division, and partners in-country support this objective.

c. Transparency and value for money: the unique structure and partnership arrangements of Sls
make transparency critical; transparency into both inputs and results allows for effective oversight
and analysis of value for money. Value for money relies also on compliance with the Global Fund’s
fiduciary policies, procedures and practices. Investments are tied to quality outcomes, with the
design and approval process structured to facilitate effective implementation and value for money.
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d. Accountability and rigor: Strategic Initiative Budget Holders, the Cl PMO, S| Business Partners
and other Secretariat stakeholders fully own differentiated accountabilities across all stages of the
Sl cycle; as well as collective accountability for shared deliverables.>"”

e. Data-driven adjustment and learning: implementation and planning should adjust when needed
to maximize efficiency and effectiveness; it is critical that such changes follow established
processes and engage GAC where required. Adjustments should be driven by data and informed
by ongoing learning. Learning should likewise inform strategic decisions on priorities and design
for potential future SlI cycles.

f. Right-sized processes: processes should be fit-for-purpose, balancing robust oversight with the
need for S| agility. Rather than developing new processes, existing Secretariat processes should
be leveraged and adapted as needed to support specific S| needs.

Operational Policy

7. This Operational Policy Note defines key policies and requirements across the Sl cycle.5' It is intended
for use both by Global Fund Secretariat teams directly involved in S| management and other teams
that engage with Sls. It also provides further transparency for key external stakeholders as part of the
S| partnership model.

8. This OPN is updated, as necessary, to reflect changes in S| management policies and approaches.
The Global Fund reserves the right to interpret the OPN. Questions relating to the OPN'’s application
to specific Global Fund-supported programs should be addressed to the Cl PMO.

9. The Emergency Fund Sl is managed in line with the Guidelines on the Emergency Fund Strategic
Initiative. Likewise, the ClI PMO is allocated S| funds but is managed separately, in line with the
Memorandum on Strengthening the SI Program Management Office.

10. In addition to catalytic funding provided by the Global Fund, private donors may provide funding that
contributes to catalytic investments, including those implemented through an S| modality. In such
cases, the S| will leverage external resources in key technical areas and/or geographic regions, aligned
with the Board approved catalytic priority, in accordance with the Board approved Policy on Restricted
Financial Contributions. In general, funds contributed by the private sector are managed in line with
the processes outlined in the OPN,%'° but with appropriate differentiation in certain areas based on the
terms of the relevant private sector financing agreements.

Strategic Initiative Lifecycle

1.Design & Approve 2. Implementation 3.Closure

A. Identify, Prioritize and Allocate C. Operationalize Implementation N e
B. Strategic Initiatives Design, D. Manage and Report on Sl
Review and Approval Performance
E. Manage Sl Finance and Ensure
Internal Controls
F. Revise Sls as Needed

G. Reallocate Funding as Needed

517 Reference Overall Objective section for overview of roles and responsibilities.
518 The OPN references but does not attempt to restate relevant rules and regulations as outlined in other Global Fund materials.
519 Detail relevant to private sector contributions to Sls to go into effect in the 2023-2025 Allocation Cycle.
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A. Identify, Prioritize and Allocate Funding to Strategic Initiatives

15. Building from the objectives of the Global Fund Strategy, an initial set of priorities is identified and
developed through a consultative process that engages multiple teams within the Secretariat, as well
as technical partners, communities and other advisory groups. The Secretariat applies criteria to
prioritize investment areas before submitting proposed catalytic investment priorities to the SC.52°
Criteria focus on strategic impact, including potential for increased impact and operational
considerations focused on how effectively the investment can be operationalized.

16. These priorities (and proposed/illustrative modality) are recommended to SC by the Secretariat.
Strategy Committee then recommends to the Board catalytic investment priorities with associated
amounts under different potential funding scenarios, considering the trade-offs of amounts set aside
for catalytic funding vs. funding available to scale up country allocations.

17. In addition to funding for catalytic investments available through the Global Fund, private sector donors
may provide funds that contribute directly to Board approved catalytic priorities, serving to support
investments in critical strategic areas, leveraging the processes and structures in place.

18. Following Board approval of catalytic investment priorities aligned with sources and uses of funds,
GAC confirms how the catalytic investment priority will be operationalized (as an Sl, multi-country
approach or matching funds). If there is a change in the illustrative modality approved by SC for a
specific priority, GAC also determines the distribution of catalytic funding.

B. Sl Design and Approval

19. GAC is the core body charged with approving the overall Sl intervention package ahead of
implementation. This is in line with Board approval of catalytic investments,®?' requesting the
Secretariat to implement a rigorous approval process with oversight by a review body with clear and
transparent management of conflicts of interest; and the capacity to execute a credible, robust
technical review process on the activities, mechanisms, and the requested amounts.%?? Strategic
Initiatives must be approved by GAC before the start of implementation.523 524

20. The Sl design and approval process occurs in five key stages. The process is differentiated where
appropriate and ensures implementation readiness of the Sl upon the implementation period start date.

Strategic Initiative Design and Approval

Draft Detailed Potential GAC Finalize Detailed Technical GAC Review
Investment Plan Steer Meeting Investment Plan Review and Sl Approval

Develop Draft of Detailed Investment Plan

21. The first draft of the Detailed Investment Plan is developed for all approved catalytic investment
priorities to be implemented as an Sl. The draft plan provides a high-level overview of the objectives,
anticipated impact, and planned approach of the Sl. Strategic Initiative Budget Holders develop the

520 Criteria listed is relevant to 2023-2025 Allocation Cycle and may be updated for future cycles.

521 Reference relevant Board Decision on Catalytic Investments, including for the 2020-2022 Allocation Period and 2023-2025 Allocation Period.
522 Where known, private sector contributions to Board-approved Sls are considered as part of the overall approval package and requested
amount reviewed by GAC. If private sector contributions are provided following SI GAC approval, the Revision process outlined in Section F of
the OPN governs this addition of funding to the SI. To go into effect in the 2023-2025 Allocation Period.

523 Excluding approved planning costs. Note that some Sls may be approved in separate phases; implementation will only commence following
approval of the relevant phase.

524 The process described includes approval of Private Sector Sls.
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draft plan in consultation with the CI PMO and other relevant stakeholders, including Country
Teams/GMD?®% and Technical Partners. 5%

22. The theory of change is a key element of the draft Detailed Investment Plan. It outlines how the Sl's
planned activities and inputs will produce the intended catalytic effect.

23. The draft Detailed Investment Plan includes a Summary Budget for the Sl, with a high-level breakdown
of the investment in terms of key deliverables/components, supporting rationale and, where possible,
allocation by implementer and year. Strategic Initiative Budget Holders are responsible for developing
the Summary Budget (and Budget later in the SI development process)®?” and ensuring that they are
consistent with expected budget attributes to maximize impact.

24. The proposed Sl budget may be less than the total amount approved by the Board for the relevant
catalytic investment priority. This may be the case if the total amount approved for the catalytic
investment priority exceeds the actual, anticipated amount that will be needed to implement the SI; or
if the SI will be implemented in distinct phases and the Sl budget captures only the first phase. In some
cases, a single approved catalytic investment priority may also be split into multiple sub-components,
each of which is implemented functionally as a distinct SI. Such approaches are discussed with the ClI
PMO and Sl Business Partners and reflected in the draft Detailed Investment Plan.

Determine Resourcing Approach

25. Strategic Initiative Human Resource (HR) planning is conducted ahead of the start of each cycle,
based on the catalytic investment proposals (including indicative modalities) submitted to the Board.
Strategic Initiative specific planning is carried out in line with the Integrated Organizational Planning
for the organization.

26. Following an iterative process, assigned S| Budget Holders submit a resourcing plan based on the
anticipated implementation model of the Sl, level of planned activities and other relevant
considerations. The Cl PMO and Business Partners review these requests, and they form part of the
FTE allocation approved by the Executive Director and approved by MEC, per Integrated
Organizational Planning processes. Strategic Initiative resourcing plans are also approved by GAC.5%

27. Strategic Initiative HR costs are funded by the individual Sl budgets; the number of FTEs per Sl is
expected to remain within this pre-defined number approved by MEC.5?° FTEs are fully reflected in
the budget for review and approval by GAC, whether engaged as a staff member or consultant.53°

28. HR plans are based on planned Sl activities and outcomes. Required expertise to achieve outcomes
are articulated during Sl design, with terms of reference developed and graded in line with HR policies.
Strategic Initiative resourcing plans will appropriately balance the need for technical expertise,
program management and internal oversight, and the total funding available to the SI. The plan
leverages opportunities to streamline and create efficiencies including through centralized SI
administration and synergies.

29. FTE terms of reference are developed by the S| Budget Holder and reviewed by HR to confirm that
S| positions are reflective of strategic and surge needs; aligned with pre-approved FTE plans; and
confirmed that positions funded by Sl resources are tied to Sl-focused activities and outcomes.

525 This includes documented Country Team concurrence should the Sl plan to implement in that country.

526 The CI PMO will provide a Detailed Investment Plan template for the relevant three-year implementation period.

527 The CI PMO leverages dedicated financial expertise and coordinates contributions from the external Finance team. The CI PMO provides
relevant templates, instructions, support and oversight in the budget development process, accessible through SharePoint. A standard template
is used for all S| budget submissions, though the level of budget details may vary depending on the stage of review. S| Teams are required to
complete both the Internal and External Budget sections.

528 Where known, FTEs funded specifically by private sector contributions will be included in submissions to MEC and GAC for transparency and
a comprehensive view of resource planning. If not known at the time of the FTE request, Section F on Revision applies. To go into effect in
2023-2025 Sl cycle.

529 Changes to FTE levels are governed by Section F on Revision.

530 The costs of FTE resources focused on management of the Sls are reflected in the Internal Budget. FTEs, including consultants engaged on
a continuous basis, for prolonged periods, without a specific deliverable, and receive monthly pay, are classified under the Human Resource cost
grouping of the Internal Budget.
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30. Tosupport Sl design and expedite program delivery, funds for certain eligible planning costs, including
but not limited to FTEs, may be approved by GAC. These costs are funded from the relevant,
indicative Sl envelope, as approved by the Board.53"

a. Eligible planning costs are limited to costs for Secretariat-level activities necessary for finalization
of the Detailed Investment Plan (see section on Detailed Investment Plan).532 Expenditures that
are part of program implementation and/or service delivery are not permitted.

b. The maximum amount allowed for planning costs for a specific Sl is either 10% of the Sl total
approved envelope or US$ 500,000, whichever is smaller; higher amounts require approval by
the Chief Financial Officer.533

31. In some cases, Sls may recognize the need for pre-financed FTEs early in the Sl design process
(ahead of development of the draft Detailed Investment Plan). When this is the case, the ClI PMO will
aggregate justified requests for pre-financed FTEs and submit these to GAC for approval. FTE needs
recognized later in the Sl design process will be requested by the SI Team.

32. In determining the resourcing approach, S| Budget Holders consider that 1% of the Sl budget is
allocated to CI PMO operational costs®** including centralized administrative support and assurance
activities.

GAC Steer

33. The GAC Steer meeting represents an opportunity for S| Budget Holders to seek and receive early
feedback and strategic direction from Executive GAC and Partners during the development of the SI.
GAC Steer follows a differentiated approach, based on the attributes and needs of the specific Sl.
The draft Detailed Investment Plan serves as the core document for GAC Steer.

34. Strategic Initiatives that request pre-financed FTEs will proceed to GAC Steer, unless this request is
known early and requested on behalf of the Sl by the Cl PMO. Sls with pre-financing requests beyond
FTEs are required to engage in GAC Steer. In all other cases, the need for GAC Steer will be
determined by Sl Business Partners based on review the draft Detailed Investment Plan, using
consistent criteria. In addition, Sls may choose to engage in GAC Steer.

35. For Sls that engage in GAC Steer, GAC will either recommend that the Sl proceed with finalization of
a Detailed Investment Plan or iterate. As described above, if GAC recommends proceeding, the Sl
may access pre-financing from the Board-approved envelope to ensure implementation readiness®®
(see 32. for eligible costs).

36. If GAC recommends iteration, details on the specific issues that require attention and actions to be
taken in response will be shared. A second GAC Steer meeting will be held following iteration.

Finalize Detailed Investment Plan

37. The Detailed Investment Plan is finalized following review of the draft Detailed Investment Plan by S
Business Partners and/or GAC Steer. It expands on the initial draft, providing a comprehensive
overview the planned Sl strategy, implementation arrangements, activities/objectives, target countries
and exit strategy/succession planning. It is also tailored to new and continuing Sls.

38. In finalizing the Detailed Investment Plan, SI Budget Holders ensure engagement with key
stakeholders, including GMD/Country Teams, with particular attention to country selection.
Agreement relevant to country selection is documented by Budget Holders.

39. The Detailed Investment Plan includes discussion of the Results Framework and Budget, both of
which are developed alongside the Detailed Investment Plan.

Results Framework and Evaluation Approach

531 Board Decision Point with SI envelopes/values updated for each funding cycle.

532 Eligible activities include recruitment and salary costs for unique expertise essential for development of the Detailed Investment Plan.

533 In such cases, the CI PMO will submit a formal memo to the CFO following GAC Steer requesting an exception to this limit.

534 This percentage was affirmed by the Global Fund Executive Director in establishing the ClI PMO, though the Secretariat retains flexibility in
the application of this percentage across Sls and budget components.

535 Please see paragraph 30 for eligible costs.
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The performance indicators in the Results Framework are based on the theory of change and may
include metrics on output, outcome and impact indicators, with semesterly and/or annual targets.53¢
The Results Framework also includes Workplan Tracking Measures for process indicators with
semesterly milestones.

A proportion of indicators must include semesterly targets to allow for semesterly reporting and regular
follow up on Sl performance.

The theory of change includes intended outcomes of the investment. These may be further reflected
in the Results Framework as outcome and impact indicators. These indicators are verifiable and
measurable, allowing for assessment at the end of the Sl cycle to understand the extent to which Sis
have delivered intended outcomes. Key S| activities/investments should have corresponding
indicators in the Results Framework.5%"

In some cases, Sls may be able to assess catalytic effect at the end of S| implementation; however,
this requires the existence of a verifiable baseline to allow evaluation of the change introduced by the
Sl. The theory of change and associated activities of some Sls do not lend themselves to this kind of
baseline, preventing effective measurement of catalytic effect. When this is the case, it is highlighted
during the design phase and noted to GAC; when catalytic effect cannot be measured, outcomes and
evaluations will be leveraged to understand overall results achieved by the SI.

Budget

44,

45.

46.

47.

48.

49.

50.

The Budget captures how Sl resources will be used to deliver activities and outcomes over the life of
the Sl. It is aligned with the Sl strategy, considers lessons learned from previous cycles (where
relevant), and is complementary with other sources of funding.

The Budget reflects value for money considerations and a realistic rate of utilization of funds across
the implementation period.

The Sl Budget Holder is responsible for ensuring that the Budget is compliant with required attributes
with ongoing support and input from the CI PMO.

The Budget consists of two core sections: the Internal and External Budget.

a. The Internal Budget is limited to SI management costs and is inclusive of Full Time Equivalent
(FTE) and program management costs. The Internal Budget is not shared externally.

b. The External Budget represents the investment to be implemented through external parties,
including Technical Partners and suppliers.

The Budget provides a comprehensive view of internal and external management costs. It reflects the
implementation modalities, consistent with the level of service expected and aligned with what the
investment is “buying”. While some variation is expected given the diversity of Sls, an acceptable level
of management costs is expected to support value for money.

To the extent possible, private sector contributions are reflected in the standard Global Fund budget
format; however, such contributions may at times leverage different formats to accommodate the
relevant donor agreement. When private sector contributions are known at the time of budget
development, these funds are part of the budget package submitted for review.538

Given the partnership-focused, innovative work of Sls, the Global Fund may at times contribute to
pooled funding arrangements via the Sls.5% It is acknowledged that some arrangements/Sls may
require flexibility. To the extent possible, Budgets support traceability of Global Fund funding and
provide insight into cost assumptions specific to Global Fund contributions, linkage to deliverables

536 Where appropriate, activities funded by private sector contributions will be developed, though with potential differentiation in terms of format
and indicator type.

537 In the 2023-2025 Sl cycle, this includes any activities funded by private sector contributions.

538 In cases where private sector contributions are added later in the implementation cycle, the Revision process outlined in Section F applies.
To go into effect in the 2023-2025 Allocation Period.

539 Please see Section E on “Manage Sl Finance and Ensure Internal Controls” for additional details on reporting relevant to Pooled Funding.
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and eligibility of costs to be charged to the Global Fund.54° Measures to maintain appropriate access
and audit rights are managed as outlined in the Global Fund Delegations of Signature Authority.

Technical Review

51. The technical review assesses that the SI demonstrates potential to catalyze impact in support of
the Global Fund Strategy and global partner plans. The review is tailored to the objectives of the SI
and provides technical recommendations on activities, implementation modalities and requested
amounts.

52. Technical review is primarily carried out by the Technical Review Panel (TRP) to leverage knowledge
and harmonize with grant approaches. However, SI Budget Holders may request a differentiated
pathway for technical review through GAC.

53. The technical review body summarizes the outcomes of their review as a) No issues; b) Minor issues;
or ¢) Major concerns and outlines strategic actions and recommendations to be addressed to refine
and finalize the Detailed Investment Plan or during implementation. The review summary informs the
level of scrutiny and specific areas of focus for the GAC Approval meeting.*' When major concerns
are noted, it is expected that the Budget Holder will address these to the extent possible before
proceeding to GAC for approval.

GAC Review and Approval

54. Following refinement based on technical review recommendations, the Sl proceeds to GAC for
approval with a set of final documents.5*? Ahead of the GAC meeting, an initial review is provided by
pre-GAC to pre-identify, resolve or highlight issues for GAC consideration.

55. The CI PMO supports S| Budget Holders in coordinating submission to GAC and reviews early drafts
to ensure issues are flagged and resolved. The Cl PMO must confirm Sl readiness®*? to proceed to
GAC and is responsible for submitting final SI documents for GAC review.

56. Based on its review, GAC will approve the Sl as designed; approve with Strategic Actions to be
addressed; or request iteration if significant work is required before final GAC approval.

57. Strategic Actions are actions necessary for successful Sl implementation. This may refer to
finalization/refinement of core documents or actions to address specific, critical issues noted in GAC
review. If approved with Strategic Actions, GAC will communicate details of the Strategic Actions
expected and timelines for completion to the SI Team accountable for completing them. 54

58. Executive GAC provides final approval of Sls to be implemented over within a three-year defined
allocation utilization period (AUP).%45

540 In cases where private sector contributions are leveraged, inclusion of these funds in pooled funding arrangements is aligned with terms of
the relevant private sector contribution agreement.

541 In cases of Major Concerns, the SI Budget Holder develops an ad hoc presentation for discussion with the Secretariat and GAC Technical
Partners before GAC Approval to explain how the highlighted concerns have been addressed.

542 The core documents reviewed by GAC are: GAC Steer Form, Detailed Investment Plan, Results Framework, Detailed Budget and TRP
Recommendation Form.

543 The CI PMO confirms that documents are complete and developed with sufficient rigor ahead of submission to GAC. However, this
confirmation does not necessarily imply that Cl PMO endorses all aspects of the Sl; concerns will be included in the Secretariat Briefing Note
submitted by the Cl PMO to GAC.

544 GAC may request Sls to return to GAC during implementation for certain decision authorizations.

545 A cut-off principle applies to Sls, precluding costs beyond this period..
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Strategic Initiative Lifecycle

1.Design & Approve 2.Implementation 3.Closure
A. Identify, Prioritize and Allocate 'C. Operationalize Implementation H. Close Stratecic initiatives
Funding to Sis ng : > °9
B. Strategic initiatives Design, D. Manage and Report on Si
Review and Approval Parformance
E. Manage Si Finance and Ensure
Intarnal Controls
F. Ravisa Sis as Neaeded
G. Reallocate Funding as Needed

C. Operationalize Implementation Arrangements
Establish Implementation Agreements

59. Strategic Initiatives are centrally managed investments, with Secretariat based S| Teams managing
and overseeing implementation. Actual implementation is carried out by external parties
(implementers). An S| may leverage various implementers and types of contractual arrangements.
Establishing agreements to implement Sls follow Sourcing and Legal procedures.

60. The mode of engagement with implementers is known as the implementation modality.
Implementation modalities are reflected in the Detailed S| Budget and approved by GAC.

61. Three of the most common types of agreements used by Slis are outlined in the table below; however,
in coordination with Sourcing, Legal and other Business Partners, S| Teams may also enter into other
types of agreements as outlined in the Procurement Procedures.

Modality SI-Specific Considerations Review and Approval
Umbrella Agreement review and clearance
by Cl PMO, Legal, Procurement and

Framework Appropriate modality to structure Sl Finance Business partners
Agreements with activities performed by Technical '

Technical Partners, | Partners®’ such as multilateral May include Procurement Review
referred to as agencies. UAs are not competitively | Committee Review depending on the
Umbrella sourced and entail a comprehensive, | contract amount.

Agreements.546 differentiated negotiation process. Approval per Delegations of Signature

Authority.

POs that engage individuals to provide
Secretariat based services should be
communicated to the ClI PMO ahead of
development.

Consultants may support Sls through
offsite or Secretariat based
assignments. Consultants based in

Purchase Ordgr (PO) the Secretariat constitute part of the
agreements with overall Human Resources for the Cl PMO confirms the requested consultancy
individual is reflected in the GAC approved Budget

SI;38 HR levels and the associated
consultants. ’ v ! and Detailed Investment Plan.

budget require oversight to ensure

alignment with the GAC-approved Overall process governed by Procurement
HR strategy for the Sl and value for Procedures and approval per Delegations of
money. Signature Authority.

546 Note that a PO will be raised for all executed Umbrella/Framework agreements.

547 Technical Partners refer to multilateral agencies that offer disease-specific expertise or are involved in country coordination and stakeholder
engagement in implementation of activities, with a specific and unique expertise.

548 Refer to Guidelines for Grant Budgeting for additional detail on appropriate cost grouping guidance.
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Agreements > US$1 million with supplier
organizations require review by the Cl PMO
during development to assess if the
provider should report against a detailed
deliverable workplan. 55" Such reporting is
submitted by the provider, validated by the

Purchase Order (PO) | Some agreements with supplier S| Budget Holder, and reviewed by the ClI
agreements with organizations > US$1 million may PMO. This additional reporting provides
supplier require reporting against a detailed added quality assurance over a more
organizations.>*° deliverable workplan.55° detailed set of activities/deliverables for high

value POs and mirrors the approach used
for Umbrella Agreements.

Overall process governed by Procurement
Procedures and approval per Delegations of

Signature Authority.

62. All agreements must include a delivery schedule aligned with the statement of work.5%? This serves to
clearly outline the deliverables expected from implementers and the associated timeframe.

63. Framework Agreements, often referred to as Umbrella Agreements, represent financing and/or
cooperation agreements with Technical Partners. They support collaboration with partners on disease
and resilient, and sustainable systems for health (RSSH) strategies. Umbrella Agreements are not
competitively sourced and are subject to heightened attention as a result, including by GAC.

64. Strategic Initiative Budget Holders identify the need to enter into an Umbrella Agreement with a
Technical Partner; contract negotiation is led by the Legal Business Partner and CI PMO.

65. Umbrella Agreements are signed with individual Technical Partners and set out general principles that
apply to all specific projects implemented by the relevant Technical Partner. These agreements act

as an “umbrella” for individual Project Annexes®>® that describe S| projects. A single Umbrella
Agreement may encompass multiple Project Annexes for one or more Sls.

66. Each Project Annex is associated with a detailed workplan and deliverable based budget that provides
a clear understanding of activities and cost inputs.

67. Given the focus on catalytic impact and innovative, it may be necessary for some Sls to enter into
unique implementation arrangements, including those that support innovative financial transactions.
In such cases, specific review bodies®®* may be established by the Global Fund to ensure the
appropriate level of tailored due diligence when entering into such agreements.

Disburse Funds

68. Regardless of the amount, modality or contract type, disbursements/payments are linked to the
payment schedule and timing of deliverables described therein. For POs with supplier organizations,
the Sl Budget Holder approves invoices for payment after validating/reviewing evidence of deliverables
and/or suppliers’ performance.5%

69. When reporting against a deliverable workplan is required for POs with supplier organizations with a
value > US$1 million, payment for deliverables rendered will be processed following validation of this
reporting by S| Budget Holders; SI Budget Holders will share this reporting with the Cl PMO.

54 This does not refer to Technical Partner organizations.

550 Approach to go into effect as of OPN approval date.

%51 The need to report against such a workplan will be determined by the CI PMO based on the activities/scope of work. There are some activities
(such as a single evaluation) for which this kind of reporting against a detailed workplan would not add value or additional assurance.

%52 The Global Fund Terms and Conditions of Purchase of Service apply to each procurement of services through a Purchase Order.

%53 For each Project Annex, a PO is issued to the Technical Partner.

554 Including the Innovative Finance Approval Committee (IFAC). IFAC TORs.

%55 This is required per the Global Fund Procurement Regulations. Note that in some cases, suppliers may receive an advance payment upon
signing of the contract.
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70. Technical Partners submit required programmatic and financial reporting each semester. Financial
reporting by Technical Partners includes details of expenditure incurred, cash status reporting and
disbursement requests for the subsequent period of implementation. SI Budget Holders are
accountable for validating Technical Partner reporting as complete and technically sound.%%® The CI
PMO further reviews reporting in order to identify potential risks or inconsistencies prior to
disbursement.

D. Manage and Report on Sl Performance

71. There are consistent expectations for performance management of individual Sls, regardless of the
implementation modalities leveraged. Performance management of individual implementers is
governed by the terms of the relevant agreement.

72. Strategic Initiative performance management supports the effectiveness and efficiency of investments.
It informs planning and course correction through the following activities:

a. Monitoring Sl performance against targets.
b. Identifying, consolidating, and sharing lessons learned.

c. Confirming the outcomes of S| investments and, where possible, that SIs produced the intended
catalytic effect.

73. Strategic Initiative Budget Holders hold primary accountability for SI performance management. They
engage proactively with implementers and other stakeholders to anticipate, identify, and address
performance issues. Strategic Initiative Budget Holders escalate significant or cross-cutting issues to
the CI PMO and within their respective teams, including those that may necessitate revision, pose a
major risk to achievement of Sl targets, or entail implications for relationships with stakeholders such
as Technical Partners or Country Teams.

74. The ClI PMO provides structures and tools for Sl Budget Holders to carry out performance
management; and provides oversight to flag critical issues, ensure processes are working and
coordinate action when they are not.

75. Transparent reporting on Sl performance helps drive results and inform future investment. The
Secretariat, countries and partners rely on consistent and verifiable data on S| programmatic and
financial performance and outcomes to inform investment and learning.

76. Strategic Initiative performance data is shared with internal stakeholders including the Management
Executive Committee (MEC) and GMD, as well as externally, via reporting to the Strategy Committee
(SC) and periodically to GAC. The ClI PMO consolidates reporting to report upward on behalf of the
overall S| portfolio. The Cl PMO engages with S| Budget Holders around the key data and messages
within this reporting. This reporting includes:

a. Performance and Accountability (P&A) metrics, for which CI PMO and S| Budget Holders are jointly
accountable, against which the ClI PMO reports quarterly.

b. Performance analysis, including programmatic and financial results; these are reported to MEC
each semester.

c. The Cl PMO reports to SC semesterly to fulfil the Board requirement to update SC on Sl
operationalization.557 Reporting to SC focuses on performance analysis, results and potential areas
for steer or course correction.

Monitor Sl Performance Against Targets

77. Standard reporting and analysis are carried out each semester to provide the data necessary for
performance management. This data is at the level of the overall SI.
a. Results Framework: each semester, S| Teams report results against results framework targets.

b. Financial Data: Sl-level financial data captures expenditure to date®® and allows comparison this
with the GAC-approved budget to determine fund utilization.

556 The first disbursement is not based on deliverables; it is generally processed following signature of the agreement.
%7 Reference relevant Board Decision on Catalytic Investments, including for the2020-2022 Allocation Period and 2023-2025 Allocation Period.
558 Sl-level reporting depends in part on reporting submitted by implementers per the terms of the relevant agreement.
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78. Results Framework reporting and financial data are used to assess S| performance against consistent
metrics and inform S| management. It also serves to identify potential areas of savings that the SI
Team will consider redistributing within the Sl budget (see section on Revision).

79. Two standard metrics are assessed at the Sl level, with data analysis conducted by the CI PMO. These
metrics are reported as part of the Performance and Accountability (P&A) metrics and used to inform
internal management.

a. Effectiveness: extent to which agreed-upon targets in the RF have been achieved (%
achievement against RF targets).%®

b. Fund Utilization: utilization of resources in line with SI budget (% expenditure against budget).56°

80. Strategic Initiative Budget Holders are accountable for SI performance in terms of Effectiveness and
Fund Utilization. However, the CI PMO shares accountability with SI Budget Holders for aggregate
performance against these indicators at the portfolio level.

Assess Sl Support to Country-Level Results

81. Strategic Initiatives reinforce country allocations, providing complementary support essential to ensure
country allocations can deliver against the Global Fund Strategy. Performance management seeks to
validate that Sls are contributing to country level results and to adjust where this link could be
strengthened.

82. While all SIs aim to support country allocations, they differ in the level of linkage to grants. To help
deliver on this objective, Sls are categorized into three differentiated levels of linkage to in-country
results.

a. Direct linkage: Sls include a Results Framework (RF) indicator to measure country-level results.%6'

b. Indirect linkage: Sls do not have RF indicators focused explicitly on country-level results.
However, there is a high level of alignment and clear relationship between S| objectives and
indicators in the grant-level performance framework.

c. Enabling investment Sls: provide key contributions to end the diseases. They seek to support
systems and tools that have a clear, though less direct role in supporting grants to achieve their
objectives. It is generally not possible to directly associate Sl contributions with specific grant level
indicators or results.

83. Strategic Initiatives Teams use semesterly S| performance data to identify the need for potential
adjustments to strengthen Sl contribution to country-level results, particularly for direct linkage Sls. To
this end, they will engage proactively with relevant CTs and other involved stakeholders on an ongoing
basis.

84. As the Sl nears the end of the implementation cycle, SI Teams should ensure that the outcome data
and/or evaluation strategy is progressing appropriately to assess overall outcomes and/or catalytic
effect.

E. Manage Sl Finance and Ensure Internal Controls

85. Strong financial management and effective internal controls are key elements in delivering value
through the Sls. The underlying processes engage S| Budget Holders, the CI PMO, Finance and other
Secretariat business functions.

a. Sl Budget Holders are accountable for financial management of the SI they oversee. They
ensure S| expenditures and activities are compliant with the Global Fund’s fiduciary policies,
procedures and practices. At all stages, the S| Budget Holder ensures that expenditures are linked
to deliverables and performance.

559 Metric is calculated on a semesterly basis, in line with RF reporting timeline outlined above.

560 Metric is calculated on a semesterly basis, in line with the Financial Forecast timeline outlined above.

%61 These can be categorized in two types: as percentage improvement in certain country-level indicators, or indicators directly from the country
grant Performance Framework. The first type of linked indicators could allow to estimate the Sl contribution to the country results, though it does
not necessarily imply a causal relationship.
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b. ClI PMO provides an oversight function, establishing effective processes and controls
to support SI compliance with fiduciary policies, procedures and practices. The CI PMO
supports implementation by providing financial guidance to SI Budget Holders.

86. Strategic Initiative internal controls seek to ensure compliance with key requirements, including that:

a. Engagement of suppliers and Technical Partners is in line with the GAC approved budget and
Global Fund regulations.

b. Expenditures are incurred in line with a compliant underlying procurement process and approved
budget. Costs incurred are reasonable, verifiable and associated with the right deliverable.

c. Commitments are reflected in the GAC-approved budget and sufficient funding is available to
support them.

87. For Sls, compliant expenditures are those that have been incurred following the terms of the relevant
agreement;%%? are in line with the Detailed Investment Plan; are approved by GAC; are within the
budget and implementation period; and are supported by sufficient and appropriate
evidence/reporting, per the terms of the relevant agreement.

a. Compliant expenditures must furthermore not be compromised by prohibited practices; nor relate
to other types of non-compliance or mismanagement of Sl funds (or goods or services purchased
with S| funds).

b. The Global Fund, at its discretion, may request external providers or Technical Partners to fully or

partially reimburse any expenditures classified as non-compliant, in alignment with the relevant
agreement.

88. Processes are embedded throughout Sl implementation to support these controls. These are carried
out at the level of the overall SI:

a. Quarterly Accruals Monitoring: The Sl Budget Holder is accountable for submission of accruals
related to the Sl, to be incorporated into the Global Fund financial report. The accruals represent
the value of goods and services that have been rendered by contracted suppliers but not invoiced.

b. Forecasting: In line with Global Fund financial practices, the Budget Holder is accountable for
submission of forecasts for their Sls; this provides insight into cash needs for the remaining part of
the cycle. Three forecasts are carried out per year;>¢?® Sl forecasts are incorporated into overall
Global Fund reporting to the Audit and Finance Committee (AFC) and MEC. Forecasting provides
an opportunity for SI Teams to review and confirm actual expenditure recognized at the
corporate level.>®* The process allows the S| Budget Holders, CI PMO and Finance to proactively
identify gaps between the approved budget and anticipated costs.

89. In cases where Sl funding is pooled with other donors, donors will jointly agree to reporting and
disbursement timelines. While reporting relevant to pooled funding should follow standard Sl reporting
formats/requirements, when this is not feasible/appropriate the Global Fund may at its own discretion
accept alternative, suitable, and appropriate financial and programmatic reporting for the purposes of
assessing progress. Such alternative reports must be agreed up front with the Global Fund and
accepted as viable to assess progress.

F. Revise Strategic Initiatives as Needed

90. During S| implementation®®® adjustments may be necessary to ensure the continued effective and
efficient use of resources to maximize results in the context of new circumstances or opportunities.

562 Expenditures that utilize private sector contributions must be in line with the relevant contribution agreement.

%63 These forecasts are: Forecast 1 (3+9) with actuals up to March and forecast for the remaining 9 months of year; Forecast 2(6+6) with actuals up
to June and forecast for the remaining 6 months of the year; Forecast 3 (9+3) - Actuals up to September, forecast for the remaining 3 months of
the year.

%64 Per the data extracted from Hyperion.

%65 For purposes of this guidance, implementation is defined as post-GAC approval with a Detailed Budget and Results Framework for the SI.
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91. Revision refers both to adjustments within the overall approved funding envelope associated with a
specific S| after GAC approval;%¢ and the inclusion of additional funding through private sector
contributions for a specific Sl following GAC approval.5”

92. Such adjustments are categorized as a budget or programmatic revision:

a. Strategic Initiative budget revision: movement of funds between cost groupings within the
approved Sl budget, with no change to the total approved funding amount; or inclusion of
additional funding provided by private sector contributions®8, increasing cost groupings.

b. Strategic Initiative program revision: changes to the scope or scale of programmatic activities,
including as a result of inclusion of additional funds as a result of private sector contributions.%%°

93. Strategic Initiative revisions are classified as material or non-material based on the extent of changes
introduced. Materiality is determined at the level of the S| budget, workplan and/or results framework
approved by GAC, not at the level of individual contracts within a single SI.

94. Differentiated approval requirements exist based on the materiality of the proposed revision, with GAC
approval required for the most extensive changes.

Revision Approvals Required
GAC | Sl Budget Holder | ClI PMO57°

Type of Revision Materiality Thresholds

Change to any non-HR cost grouping <

10%571

Non-Material Ch.ar.19e in the HR cost grouping of <5% X
- Shifting < 10% of the budget between

Budget Revision . " X

implementers (see additional notes below)

Shifting <5% of any cost grouping from the

Internal Budget to the External Budget

Adjustment of any non-HR cost grouping by

30% or more

Adjustment of any HR cost grouping by

15% or more

Shifting 10% or more of the budget between

implementers®72

Shifting funding from the External Budget to

the Internal Budget, regardless of the amount

Shifting more than 5% of a cost grouping

within the Internal Budget to the External X

Budget

Adjustment of any non-HR cost grouping

between 10% and 30%

Adjustment of any HR cost grouping between

5% and 15%

Inclusion of additional funding as a result of

private sector contribution®"3

Non-Material S Decrease in any RF target by < 30%, or any

Program Revision | increase in RF targets

X

Material SI Budget
Revision

566 Starting in the 2023-2025 S cycle, this includes Sl funding contributed by the private sector

567 To go into effect in the 2023-2025 S| cycle

568 Starting in the 2023-2025 S cycle, this includes Sl funding contributed by the private sector

569 Starting in the 2023-2025 S cycle, this includes Sl funding contributed by the private sector

570 CI PMO will approve only after review and concurrence by Finance, Legal where required and the S| Budget Holder

571 Change to either “losing” or “receiving” cost grouping cannot exceed 10%. 10% threshold refers to cumulative change of original cost
grouping(s) during the implementation period — i.e., a cost grouping cannot be adjusted by 10% in one instance and then 5% later without
approval as this would result in a cumulative change of 15%

572 For the purposes of this guidance, “implementer” is defined as a legal entity, rather than an individual consultant. Please see additional notes
on shifts in implementation arrangements in in the Standard Operating Procedure on Revision and Reallocation

57 To go into effect in the 2023-2025 Allocation Period.
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Decrease in any Results Framework (RF)

target by 30% or more (or removing an X
indicator)
Change of scope of the Sl (adding new key
Material SI components and/or adding/removing key X
Program objectives)
Revision®7 Adding indicators in the Results Framework X

Decrease in any Results Framework (RF)
target by 30% or less

Change in total deliverable targets by 50% or
more over the life of the Sl

X

95. Further details regarding materiality of specific HR arrangement and implementer arrangement
changes are outlined in the Standard Operating Procedure on Revision and Reallocation.

96. Revision should be data-driven, considering the performance metrics outlined above, namely fund
utilization and effectiveness.

G. Reallocate Funding across Strategic Initiatives as Needed

97. Reallocation refers to moving funding among Board approved catalytic investment priorities, including
between separate S| budgets.>”® As noted in Section B, S| budget amounts may not align with the
amount approved by the Board for the relevant catalytic investment priority.

98. Reallocation results in adjustments to the total approved funding for the relevant Sl budget within the
implementation period. This entails reducing the budget of one or more Sls and increasing the budgets
of others. This process is facilitated by the CI PMO and informed by financial and programmatic results
to maximize utilization and performance of Sl resources.

99. Reallocation is important in situations where performance is inadequate and/or funding cannot be
adequately absorbed under one or more SI's, and could contribute to accelerated progress under a
separate priority implemented as an Sl. Options to address performance and absorption issues,
including through revision should be assessed ahead of reallocation.

100.Proposed reallocations and subsequent approvals require full transparency for internal and external
stakeholders in alignment with the relevant Board decision®76. These include:

a. The Secretariat may reallocate funds among the Board-approved catalytic investment priorities
within a defined percentage®’” of the approved amount of associated costs for a specific priority578
579 These reallocations are approved by the Executive GAC.

b. Shifts above this the defined threshold®® are approved by the Strategy Committee, following
endorsement by Executive GAC.

c. All reallocations, regardless of magnitude, are reported to the SC.

574 Including as a result of private sector funding contributed to the Sl following GAC approval. To go into effect in the 2023-2025 Sl cycle.

575 Reallocation procedures are not applicable to private sector contributions; any change to the level of private sector contribution to an SI will
be determined in line with the terms of the relevant private sector contribution agreement.

576 Reference relevant Board Decision on Catalytic Investments, including for the 2020-2022 Allocation Period and 2023-2025 Allocation Period.
577 In the 2020-2022 Allocation Period, the Secretariat has flexibility to reallocate associated costs among the approved priorities under any
applicable scenario, within 10% of the approved amount of associated costs for a specific priority; and present any reallocations of associated
costs exceeding 10% for a specific priority for the SC’s approval. In the 2023-2025 Allocation Period.

, the Secretariat has flexibility, within the total amount of funding for Catalytic Investments, to increase or decrease the amount for any approved
priority up to 15% and report to the Strategy Committee on any such changes; and present any increase or decrease of an amount for any
approved priority above 15% to the Strategy Committee for approval. The Secretariat also has delegated authority to increase the amount of
funding available for the Emergency Fund, by up to 50% of the amount approved for this priority, using funding approved as available by the Audit
and Finance Committee for portfolio optimization, and that paragraph 6.iv above will not apply to increases to the Emergency Fund. Any increase
above 50% will be presented to the Board for its urgent, no-objection approval.

578 The list of definitive, Board approved priorities forms the basis for any reallocation calculations, available in the relevant Board Decision.
Reallocation calculations are based on Board-approved priority funding amounts. Reallocation between sub-components should still reference
the associated costs of the overall priority in calculating the 10% or 15% threshold.

57 Because Sls have different total budgets, a shift in funding may represent 10% or 15% of total costs of one Sl but less than 10% or 15% for
another Sl. The threshold should be calculated based on the total amount of the S| with a lower associated cost.

580 See footnote 66
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101.If Strategic Initiative funding is formally reallocated to a different modality (i.e., grant, multicountry

H.

approach or matching funds), this OPN will cease to apply to that funding.

Strategic Initiative Lifecycle

1.Design & Approve 2 Implementation

A. ldentify, Prioritize and Allocate C. Operationalize Implementation

Arrangements

B. Strategic Initiatives Design, D. Manage and Report on S|
Review and Approval Performance

E. Manage Sl Finance and Ensure
Internal Controls

Funding to Sis

F. Revise Sis as Needed

G. Reallocate Funding as Needed

Close Strategic Initiatives

102. At the end of the relevant AUP, the S| Budget Holders, CI PMO and implementers must carry out a

103.

104.

105.

106.

107.

process to close the Sl and all associated commitments, including agreements with Technical
Partners and suppliers. The closure process ensures that:

a. Agreed closure activities are planned and implemented.

Remaining financial commitments and financial obligations are addressed.
Remaining Sl funds or recoveries are returned to the Global Fund.

Any assets financed with Sl funds are dealt with in line with the relevant agreement.
Programmatic and financial reports are submitted to the Global Fund.

® oo o

The final closure process must be completed within nine months of the end of the Sl implementation
period end date, unless otherwise agreed with implementers as part of contractual arrangements.
Approved activities must be completed and paid for during the closure period.

Strategic Initiative funded contracts that support implementation are closed at the end of the S
Implementation Period unless the Global Fund, at its discretion, extends agreements beyond the Sl

Implementation Period end date; such extensions will follow the appropriate processes as outlined
in the Procurement Policy.

If investment in a Strategic Initiative will continue in the next allocation period, contracts with SlI

funded staff may remain open, contingent upon prior GAC approval of the new Sl budget and
resourcing plan and all required HR approvals.

Strategic Initiative closure is aligned with the exit strategy defined in the GAC-approved Detailed
Investment Plan and planned at least six months in advance of the S| implementation period end

date.58"
Closure planning is carried out by the SI Team and includes attention to the below elements:

a. Open agreements and any potential concerns regarding completion of final deliverables under
those agreements.

b. Assets procured with Sl funds.
c. Any anticipated cash balances with implementers.

%81 To go into effect in the 2023-2025 Allocation Period. Note that prior to the end of the S| implementation period, the Board will decide if
funding for an Sl investment will continue in the next allocation period or come to an end, informing exit strategy planning.
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d. Programmatic activities, handover plans or reporting to facilitate the GAC-approved Sl “exit
strategy” (only where relevant).

108. The Strategic Initiative Budget Holder will confirm all outstanding financial commitments and
obligations at the end of the implementation period. Even if Sl investment will continue in the next
allocation cycle, financial commitments and obligations are financed and completed under the
expiring cycle. All financial commitments incurred during the implementation period must be

addressed within six months following the S| implementation period end date.

109. Non-compliant expenditures and refunds are addressed in accordance with Global Fund procedures

and the terms and conditions of the relevant implementer agreement.

110. In some cases, Sls may fund limited procurement of assets. Assets procured with Sl funds must be

appropriately addressed in line with the terms of the relevant agreement.

111. Standard closure processes are also applied by Sls that leverage private sector contributions.
However, the relevant private sector funding agreement may include specific clauses on the use of
unspent funds.

112. The Strategic Initiative is considered closed when financial closure has been completed. Financial
closure entails closure of all SI funded agreements, receipt of any outstanding cash balances (or its
transfer to a project as determined by the Global Fund) and payment of all outstanding financial
commitments by the Global Fund.

Annex 1. Detailed Investment Plan: Key Elements and Description

Detailed Investment Plan: Key Elements and Description

Item Description g;':rf‘t Final Plan
Overview Narrative of expected catalytic impact, S| components Yes Updated as
and objectives associated with each component needed
Link to Global Fund Description of how the proposal supports the Global
Strategy and KPls, Fund strategy and KPIs for the relevant allocation No Yes
Expected Catalytic period. Explanation of why planned activities must be
Impact funded through the Sl rather than grant budgets.
T . List of countries that will be supported by the S, Updated as
arget countries di . Yes
isaggregated by component where applicable. needed
Logic model leading from inputs/process to
outcomes/results. The theory of change aims to highlight Updated as
Theory of Change where and how the intended catalytic effect(s) will occur | Yes
; . ) - ; X needed
(i.e., the points of ‘catalysis’). Outline of how the catalytic
effect will translate in grant/country level improvements.
. Concise “exit strategy” describing how S| support will Updated as
Exit Strategy evolve/be phased out following desired change. Yes needed
Concise overview of the main lessons learned,
evaluation results, and/or performance assessments
Lessons Learned from previous Sl cycles that have informed design for Yes Updated as
(Continuing Sls only) this cycle. Rational for continuation in 2023-2025 cycle needed
(why does the investment remain necessary, why
couldn't it be integrated into country grants?)
Description of how recommendations from BP
Recommendations review/GAC Steer/Technical Review have been No Yes
addressed as part of Sl design (if applicable).
Description of key, anticipated risks that that could
: e negatively impact delivery of the S| and mitigation
Risks and Mitigations measures to address these risks and stakeholder(s) No Yes
responsible
Synergies with other Cls Explanation of the link with other Sls, Matching Funds
and/or Country Grants (where applicable) in the No Yes
and/or Country Grants ) ; .
previous and/or current allocation period
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Plans for complementary

Brief overview of any expected complementary funding,

plan

plan

funding from other ; ! No Yes

. if applicable

internal/external sources

. List of high-level outcome metrics and targets for the Sl,

l\ollﬁlgoagscted using the guidance provided on the Results Framework. | Yes Eflelgl;[cl)ac:::ebp
Indicators should be linked to Sl objectives and ToC

Summary of Finalized Summary of the RF with output/outcome indicators No Yes

Result Framework linked to the ToC and with finalized targets per semester

Summary Budaet High-level breakdown of the investment by component, Yes Used to develop

ry 9 implementer (where known) and year. full budget later
Summary of Final Budget | Summary, high-level breakdown of the final Budget No Yes
Anticipated . . . Used to finalize
. Concise summary of implementation arrangements and

Implementation . . . . 0= Yes arrangements
rationale that includes considerations of efficiency.

Arrangements later

Finalized Implementation Detailed implementation arrangement including

A P implementers, timeline and final draft of Sourcing No Yes

rrangements .

documents for key implementers

Resourcing funded Description of the Secretariat-level resources required to Used to finalize

through Strategic manage the Sl; the resourcing levels should be Yes resourcing plan

Initiative reflective of the overall level of Sl funding later

Finalized Resourcing Final HR plan if there have been changes from the draft No Yes

Annex 2. Budget: Key Attributes and Requirements

Attributes

Requirements

Value for money

All costs documented in US$

Consistent with activities and timelines described in
the Detailed Investment Plan

Budget template

Submitted in the Strategic Initiative/Global Fund

Consistent with the strategic direction

the Sl

Inclusive of costs for program activities approved for

implementation period

Realistic rate of utilization of funds across

Within the available funding approved by the Board

Consistent with Detailed Investment Plan and lessons
learned from the previous Sl cycle, where relevant

Based on verifiable sources of data

Fund Board

Inclusive of any requirements mandated by the Global

period

Inclusive of assumptions used to determine the unit
costs and allocation across the implementation

Reflective of any Technical Review Panel (TRP) and
GAC-required adjustments

Complementarity with other sources of funding
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