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Introduction by the Chair of the Board of The Global Fund to Fight AIDS, Tuberculosis
and Malaria

At its 15" Board meeting in April 2007, the Board requested the Interim Inspector General to
prepare a Comprehensive Account of the content of four documents:
e areport issued by the Office of the Inspector General pertaining to the use of a Global
Fund bank account (“the OIG Report”);
e the management response to the OIG Report (“the Management Response”);
e the Board-commissioned independent analysis of these two documents (“the ORNA
Report”); and
e the Board-commissioned independent review of the OIG, including the effectiveness
of the function of the OIG and the performance of the former Inspector General (“the
Deloitte Report”).

The intention of the Board in commissioning the Comprehensive Account is that it will be
released publicly to satisfy the Global Fund’s commitment to transparency. The document
that follows is the Comprehensive Account prepared by the Interim Inspector General in
response to the Board’s request, key aspects of which are summarized as follows:

As part of its commitment to transparency and accountability, the Global Fund established in
December 2005 an Office of the Inspector General (“OIG”). During 2006, the Inspector
General delivered in total five reports. One of these reports had as its subject the use of a
Global Fund bank account with Credit Suisse in Geneva. (paragraph 2)

This bank account is operated by the Secretariat for expenses that are not processed within
the remit of the Administrative Service Agreement with the World Health Organization under
which administrative expenses of the Global Fund are generally processed and paid. The
account is governed by bank account procedures established by the Board in June 2004 and
is used to pay for office rent and other expenses that altogether make up less than 0.1% of
the Global Fund’s total expenditure. (pp.3-6)

The OIG Report regarding the use of the Credit Suisse account was delivered to the Global
Fund’s Executive Director, the Board’s Chair and Vice-Chair and the Chair of its Finance and
Audit Committee in August 2006. The report questioned the legitimacy of some payments
from the bank account and whether all payments had been made in accordance with WHO
and Global Fund policies and procedures. It proposed 18 recommendations regarding the
administration and use of the Credit Suisse account. (pp.7, 12— 72)

The Global Fund Secretariat submitted separately a detailed Management Response to the
OIG Report in January 2007. In its response, the management expressed its agreement with
many of the Inspector General’s general recommendations for strengthening oversight, and
clarified that some of these recommendations had already been or would be acted on.

However, the management expressed concern that many of the findings throughout the OIG
Report and many statements in the executive summary of the Report were inaccurate or
presented in a manner that could be potentially ambiguous.

The Management Response maintained that all transactions of the Credit Suisse account
complied with the Global Fund’s bank account procedures, and that those procedures
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explicitly provided for specified transactions to be processed other than through WHO. (pp.7,
17-72)

Following the submission of the OIG Report and the Management Response that expressed
disagreement with elements of the OIG Report, the Board in February 2007 requested the
Interim Inspector General to commission an independent review of the OIG report. This
review was conducted by ORNA Corporate Integrity AG (“the ORNA Report”). (p.8)

Separately, in November 2006, the Board commissioned an independent review of the Office
of the Inspector General, and of issues raised by both the Inspector General and Secretariat
management regarding the functioning of their mutual interaction. This review was carried out
by Deloitte and Touche LLP (“the Deloitte Report”). (p. 9)

The ORNA Report states that no fraud or misappropriation of funds had been revealed and
that several of the transactions from the Credit Suisse account regarding which the OIG
Report had raised concern were adequately addressed by the information provided by the
Secretariat, for example regarding hospitality, gifts and transportation The ORNA Report
concluded that these payments were appropriate and reasonable, and further concluded that
the management’s response to the OIG’s recommendations was appropriate. (pp.73 — 79)

The Deloitte Report on the OIG has not been described in detail in this Comprehensive
Account as it contains personnel-related information which under WHO rules must remain
confidential. In its recommendations, the Deloitte Report urged:
e amore precise definition of the OIG’s remit;
e aclear separation between the four main responsibilities the OIG is charged with
(namely internal audit, inspection, counter-fraud and fraud investigation);
the OIG to set up clear rules of engagement and working protocols; and
the OIG to prioritize its work according to a risk-based plan, where the oversight of
grant-related matters (which make up 95% of the Global Fund’s expenditure) would
take prominence.

The Deloitte Report also recommended that OIG’s audit processes should be reviewed and
redefined to ensure the highest technical quality, including rigorous processes for gathering,
recording and evaluating evidence, verification of factual accuracy, and quality control of its
reports and other deliverables. (pp.80 — 97)

The Global Fund Board is in the process of putting in place measures to address the
recommendations of the Deloitte Report and to recruit a new Inspector General. The former
Inspector General resigned effective 30 January 2007. In the interim, the Director of the WHO
Office of Internal Oversight, Kenneth Langford, has been acting as Interim Inspector General
since 8 February 2007.

With the publication of this Comprehensive Account of the documents pertaining to the OIG
Report on the Credit Suisse account, | am satisfied that the process is now complete. | would
like to see the lessons learned from this experience reflected in the current work to recruit an
Inspector General and to ensure a smooth and effective working relationship between the
OIG, the Secretariat and the Board so that the OIG can fully carry out its mandate and
optimally serve the organization in the future.

New York, 11 June, 2007

Rajat Gupta
Chair of the Board
The Global Fund to Fight AIDS, Tuberculosis and Malaria
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COMPREHENSIVE ACCOUNT OF THE REPORTS RELATED TO THE CREDIT SUISSE ACCOUNT

A. Introduction

1.  The Global Fund to Fight AIDS, Tuberculosis and Malaria (“the Global Fund” or “the
Fund”) was established in 2002 to attract, manage and disburse large amounts of additional
financing to support locally-driven strategies to combat the three pandemics. By the end of
January 2007, the Global Fund approved a total of US$ 7 billion to over 450 grants in

136 countries. Of that amount, US$ 3.3 billion has been disbursed to public and private
recipients in 130 countries. A total of US$ 9.8 billion has been pledged and/or donated
through 2008 to the Global Fund.

2.  Inview of the considerable amounts involved in the Global Fund’s programmes and
operations, transparency and accountability were among the important principles upon
which the Fund was founded and that guide all of its operations. Accordingly, the Global
Fund continuously aims to ensure transparency and accountability in its programmes and
operations. As part of this commitment, the Global Fund established the Office of the
Inspector General (OIG) and, in the course of its existence, has commissioned independent
experts to advise the Fund on enhancing the accountability and transparency of its
operations. These efforts have resulted in several reports, and the findings and conclusions
of four of these reports relating to the Fund’s administrative operations are described below.
The present comprehensive account of these reports testifies to the Global Fund’s
continuing efforts to ensure the integrity and effectiveness of its programmes and
operations, and serves to assist in identifying approaches to further guide the Fund’s

endeavors in these areas.

B. Background

3.  The Global Fund is an independent foundation organized and operating under the laws
of Switzerland. While the Global Fund is a separate legal entity from the World Health
Organization (WHO), under an Administrative Services Agreement (ASA) between the two
entities, WHO provides administrative services to the Global Fund and employs staff to carry
out the programmes of the Global Fund (known collectively as the "Fund Secretariat").

4.  All of the Global Fund’s grant-making transactions are conducted through its Trust
Account at the World Bank ("Trustee”). At the relevant times, almost all of the Fund'’s
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administrative expenses were paid through WHO in accordance with the ASA. Only those
few operating expenses that were not processed by WHO were paid through the Global
Fund’s bank account with Crédit Suisse in Geneva (“Crédit Suisse Account” or “the
Account”), which was set up in late 2002. The Account comprises several sub-accounts in
Swiss Francs and United States dollars. One of these sub-accounts was solely for the
purpose of holding the foundation capital of CHF 50 000 in accordance with the legal
requirements under which the Global Fund was established as a Swiss foundation. The
other sub-accounts were used to pay for the aforementioned limited number of goods and
services that were not acquired via WHO and to receive contributions towards operating

expenses and minor receipts.

5.  InJune 2004, the Monitoring, Evaluation, Finance and Audit Committee of the Global
Fund’s Board (MEFA)' adopted Procedures for the Operation of Global Fund Bank Accounts
(Annex I), which provides guidelines for the use of the Crédit Suisse Account. According
to these Procedures, the purpose of the Crédit Suisse Account included making “payments

for valid expenses of the Fund in any of the following circumstances:

e Where the Fund needs to acquire goods or services with an urgency that is not

met by WHO purchasing and payment processing cycle;

e Where the Fund needs to acquire goods or services that cannot be acquired via
WHO or which can be acquired by the Fund on more advantageous terms than
via WHO;

e Where a necessary expense of the Fund is not catered for by WHO practices;

e Where a reimbursable advance payment is necessary to meet a need of the Fund

or to alleviate difficulties for new staff pending payment by WHO."

6.  In July 2005, the Global Fund’s Board of Directors (“the Board”) approved the terms of
reference and establishment of the OIG. The OIG was established to provide the Global
Fund with independent and objective oversight in order to ensure the integrity and
effectiveness of its programmes and operations. OIG operates as an independent unit and

! The MEFA was later known and referred to as the Finance & Audit Committee ("FAC").
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reports directly to the Board. It became operational in December 2005. In addition, OIG is

responsible for oversight of activities of the Fund Secretariat under the oversight of WHO.

7. On 7 August 2006, OIG submitted an audit report to the Global Fund’s Executive
Director regarding the use of the Crédit Suisse Account. By memorandum of

9 January 2007, the Global Fund’s Secretariat provided its comments on OIG's audit report.

8.  Inits First Special Meeting held on 8 and 9 February 2007, the Board, inter alia,
requested that the Inspector General ad interim "conduct an independent analysis of the
remaining issues raised by [OIG's] report and the Secretariat response." ORNA Corporate
Integrity AG was retained for this purpose and it submitted its Independent Review of the
Report on the Crédit Suisse Bank Account Transactions at the Global Fund on 24 April 2007.

9. The Board oversees the operations of OIG. As part of that responsibility, at the end of
2006, the Board had commissioned an independent review on OIG’s performance to date,
how and where OIG might better meet the needs of its stakeholders, and issues that had
been raised both by OIG and the Secretariat regarding their cooperation. On 16 February
2007, Deloitte & Touche LLP submitted its Review of the Office of the Inspector General.

10. During the Fifteenth Board Meeting on 26 April 2007, the Board requested the
Inspector General ad interim ? to prepare a comprehensive account of the findings and
recommendations of the Deloitte Report, the OIG Report, the Secretariat’s Response and
the ORNA Report (Annex II). The remainder of this report provides the full account of the
four reports. OIG's audit report and the Secretariat’s comments thereon are presented

together.

11. This comprehensive account reflects the contents of the four reports as prepared by
the different authors at the time and does not necessarily represent the current views or
position of the Inspector General ad interim, or the Global Fund Board.

2 The resignation of the first incumbent of the position of Inspector General had become effective at the end of
January 2007.
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C. The Reports

C.1 OIG Audit Report
C.2 Management's Comments on the OIG Report

OIG Audit Report - General

12.  On 7 August 2006, OIG submitted an audit report to the Executive Director, Global
Fund setting out its findings and recommendations regarding the administration and use of
the Crédit Suisse Account. The confidential audit report was also provided to the Chair and
Vice Chair of the Board, the Chair of the FAC and the Chief Financial Officer. The audit
report was part of OIG's planned audit activities for 2006.

13. Several objectives were underlying OIG’s audit of the Crédit Suisse Account. First,

OIG wished to assess whether the policies, procedures and processes (including the internal
control mechanisms) in place for the Crédit Suisse Account were adequate. Second, OIG
ventured to assess whether the payments made from the Crédit Suisse Account fell within
the existing policies and procedures and were appropriately made. Finally, OIG wished to
determine whether receipts into the account were properly monitored and reported to the
FAC, as well as whether the reporting to the FAC relating to the transactions to and from the

Account was adequate for the FAC's oversight role.

14. OIG's audit report examined transactions from the Crédit Suisse Account from

1 January 2004 to 31 March 2006 (Annex III). OIG identified 10% of the total number of
transactions for its examination. The examined transactions covered approximately 35% of
the total value of the activities of the Account, excluding several large transactions such as

the payment of office rent.

15. In assessing the transactions made from the Crédit Suisse Account, OIG considered
several potential risks, which, in its view, could result in case such transactions were found
not to be in full compliance with the relevant policies and procedures. According to OIG,
funds entrusted to the Global Fund ought to be adequately controlled to ensure continuing
donor confidence. To safeguard donors’ confidence, expenses should also be necessary and

proportionate. Furthermore, the Fund’s financial position could be exposed if the payments
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made did not comply with the pertinent policies and procedures. OIG also considered that if
Global Fund staff were to receive benefits or payments outside WHO Rules and Regulations,
this could set an undesirable precedent and lead to a perception of inequality, which could
affect staff morale and performance. Finally, OIG believed that if the Board had not
approved receipt or use of funds on the Account this could have a negative impact on the

Global Fund’s special status.

16. The findings, conclusions and recommendations in the OIG audit report were divided
into several sections, which are described further below. On the basis of these findings,
OIG made 18 recommendations regarding the administration and use of the Crédit Suisse

account.

Management’s Comments on the OIG Report - General

17. In a memorandum dated 9 January 2007, the Global Fund’s Management provided its
comments on the OIG audit report regarding the Crédit Suisse Account transactions. The
memorandum was divided into three parts: (a) overall comments on the OIG report;

(b) comments on the report’s executive summary; and (c) comments on the findings,

conclusions and recommendations.

18. Management first recalled that 95% of the Global Fund’s expenditure is made up of
grants and that almost all of its operating expenses are paid through WHO, including the
employment of all of Global Fund'’s staff. Only those operating expenses that are not
processed by WHO are paid through the Crédit Suisse Account, making up less than 0.1% of
the Global Fund'’s expenditure. Management noted that since 2005 the Global Fund had
leased its own office premises the payments for which account for the majority of the
amount paid from the Crédit Suisse Account. Apart from lease expenses, payments from
the Crédit Suisse Account have consistently remained at 0.05% of the Global Fund's total

expenditure.

19. Management believed that the transactions from the Crédit Suisse Account and the
reports on those as periodically transmitted to the FAC complied with the terms of the
Global Fund Bank Account Procedures. Management pointed to what it saw as a potential
conflict between the status of the Fund Secretariat as WHO employees and the
management of the Global Fund’s own resources, such as the funds in the Crédit Suisse
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Account, in the best interest of the Global Fund. According to Management, this potential
for conflicting interests ought to be fully considered when assessing payments made,
ostensibly in the Global Fund’s interest, from the Account pursuant to the Global Fund Bank
Account Procedures. It was reiterated that all payments made from the Account complied

with those Procedures.

20. Management ended its introductory remarks by stressing the need for a complete
contextual background in assessing the conclusions and recommendations contained in the
OIG audit report.

21. In the next section of Management’s memorandum, it provided comments on the OIG
audit report’s executive summary. As a general matter, it was observed that many of OIG’s
statements in the executive summary were incomplete or were presented in such a manner
that they could be potentially ambiguous, and therefore unnecessarily pose a risk to the
Global Fund’s reputation. Management also commented on individual statements from
OIG's executive summary. Those comments are largely repeated in the next section of
Management’s memorandum addressing specific OIG findings, conclusions and
recommendations, and will be reflected below. To the extent that a comment on the audit
report’s executive summary was not repeated in the substantive part of the report, this

account will reflect it in the relevant section below.

Management of the Crédit Suisse Account

OIG Report
22. OIG first examined the management and internal oversight of the Crédit Suisse
Account. The MEFA approved procedures for the operation of the Account provided that the

Secretariat would present to MEFA (now FAC) a “summary of transactions” on the Account
for each half-year (Annex I, Section 7). OIG reviewed several reports that had been

submitted to the FAC and found that these reports reflected a listing of categories of
payments made. OIG questioned whether such half-yearly reports to FAC were sufficiently
detailed for it to exercise its oversight mandate. OIG also found that it would have been
helpful for FAC to have had received a report setting out the reasons for the increase of
payments from the Account over the years. Such an analysis would have assisted FAC's
evaluation of the existing policies and procedures. OIG also referred to the draft guidelines
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intended to supplement the existing procedures for the use of the Account. As an aside,
OIG observed that payments from the Crédit Suisse Account were often made after the
liabilities had already been incurred, which posed challenges to the internal control

mechanisms in place.

23. On the basis of the findings set out above, OIG made two recommendations. OIG
suggested that the Chief Finance Officer, in consultation with the FAC, develop a reporting
format providing more details of the type of payments made from the Crédit Suisse Account
and reasons as to why the payments could not be made through WHO. In its second
recommendation, OIG proposed circumstances to be taken into account when developing
guidelines for the use of the Account, including the present needs of the Secretariat, WHO
Rules, the authority of the Executive Director and the desired type and level of

expenditures.

Management's Comments

24. With respect to OIG's recommendation that the Secretariat develop a reporting format
for transactions from the Crédit Suisse Account, which would disclose more details regarding
those transactions, Management pointed out that in September 2006, when it provided the
FAC with a list of all payments from the Account for the first six months of 2006, OIG had
observed that such a list was too detailed. Management took exception to the implication in
the recommendation that reporting regarding the Crédit Suisse Account had not been
sufficiently transparent. It was also pointed out that the Secretariat is working with WHO to
determine which payments, if any, then being made from the Account could be entrusted to

WHO for payment.

25. Management agreed with OIG’s recommendation regarding the procedures and
guidelines to be developed for the use of the Crédit Suisse Account and indicated that action
in this respect was already well advanced. In September 2006, the FAC had finalized
policies that the Secretariat had drafted. The FAC had considered that a Board decision on
those policies would be taken once the Board has decided on the future administrative
arrangements of the Global Fund. In the meantime, the Secretariat would discuss the draft
policies with WHO, for the FAC to make a considered decision as to whether to present the

policies for the Board'’s consideration.
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26. With respect to OIG’s findings and conclusions on the management of the Crédit
Suisse Account, Management commented that all payments from the Account were valid
expenses of the Global Fund, in that they were incurred in furtherance of the business of
the Global Fund, and were reasonable and in compliance with the Global Fund Bank Account
Procedures. Accordingly, Management did not consider many of the payments a risk to the
Global Fund, as OIG had done. Management also pointed out that the main reason for the
increase in the amounts paid from the Account on a yearly basis was the fact that the Global

Fund started paying the rent for its office premises from the Account in 2005.

Delegation of Authority

OIG Report

27. OIG next examined the delegation of authority to the Global Fund’s Executive Director.
This section commenced with an overview of the delegations of authority from the Director
General, WHO to the Executive Director, Global Fund pertaining to the Crédit Suisse
Account. The MEFA approved procedures on the Crédit Suisse Account determine that a
Head of the Team or Director may approve payments from the Account and that the
signatories authorized to certify payment instructions to the bank will be nominated by the

Executive Director from the Executive Management Team (Annex I, Sections 4 and 5).

The Executive Director, Global Fund designated his Deputy, two Directors and the Chief
Financial Officer as signatories for the Account. OIG described how the Executive Director
re-delegated the authority to raise obligations and certify payments to various individuals
within the Secretariat. However, OIG questioned how the re-delegation of authority to raise
obligations applied to the transactions from the Crédit Suisse Account, which were often
processed as expenses after the obligations had been incurred. OIG concluded that the
delegation of authority from the Director-General of WHO to the Executive Director of the
Global Fund did not cover many of the payments made through the Crédit Suisse Account.

28. On the basis of the above, OIG recommended that the Secretariat finalize procedures
for signing authorities, taking into account the internal controls necessary for proper
accountability of the payments made from the Crédit Suisse Account.
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Management's Comments

29. Management agreed with OIG's recommendation that a procedure on signing
authorities ought to be finalized and indicated that it had prepared a draft to this effect and
solicited OIG’s comments thereon, but received no formal response apart from OIG’s
observations in the audit report. Management indicated that it would now finalize and

implement the signing authorities procedure.

30. In connection with OIG's findings and conclusions on the delegation of authority,
Management first pointed out that payments made from the Crédit Suisse Account did not
create liabilities against WHO's resources. Accordingly, the WHO rule referred to by OIG to
the effect that obligations needed to be raised before creating a liability would not apply to
payments effectuated from the Account. In addition, Management indicated that most
transactions were processed before any liability had arisen for the Global Fund. In this
connection, Management also mentioned that the proposed Guidelines for Activities Paid
from Global Fund Bank Accounts set out the approval process for various transactions
specifying the controls taking place before the liability would be incurred (and prior to

payment).

Agreement with WHO for Exceptions

OIG Report

31. OIG proceeded to examine the issue as to whether the Secretariat could effectuate
payments from the Crédit Suisse Account without seeking the agreement from WHO. 1In this
section of the report, OIG indicated that in relation to several payments from the Account,
the Secretariat had taken the position that transactions not relating to resources or services
of WHO would not have to be preceded by a request to WHO for an exception to its rules.
In OIG's view, this position did not fully appreciate the limited nature of the delegation of
authority to the Fund. In addition, OIG pointed out that, theoretically, this line of reasoning
could be applied to any payment in order to avoid the limitations of WHO Rules. OIG
further identified seven transactions from the Crédit Suisse Account it believed to have been
outside the purview of WHO Rules.
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32. OIG recommended that the Secretariat devise steps for taking appropriate action in
connection with the payments it believed to fall outside WHO Rules. OIG further
recommended that the Secretariat review the categories of payment made through the
Crédit Suisse Account, identify those that require WHO agreement and develop a process,

including proper recording that would ensure agreement before liabilities are incurred.

Management's Comments

33. In the context of this issue, Management first turned to the recommendation that
appropriate action be taken for seven payments made outside of WHO Rules and repeated
that the payments at issue were made from Global Fund resources in compliance with the
Global Fund Bank Account Procedures. Management indicated that corrective action to
prevent occurrence was being taken. Equally, Management agreed with OIG’s
recommendation to review payments from the Account and identify those that require
agreement from WHO and develop a process that would ensure agreement before liabilities

are entered into and indicated that the recommended action had already been initiated.

Credit Card Transactions

OIG Report

34. In the next section of the audit report, OIG reviewed the use of credit cards provided
by the Global Fund to several of its staff members. A procedure stating the circumstances
under which such a credit card could be used was issued in April 2003. The credit card was
intended for “emergency use” on Global Fund business, so that the user would not have to
resort to the use of personal credit cards or other personal resources. The costs covered
included those allowed under WHO Rules but which could not be processed in time or, in
exceptional circumstances, for costs not provided for under WHO Rules but for which prior
approval had been obtained from the Executive Director or Chief Operating Officer.

35. In February 2006, the FAC adopted Guidelines Governing the Use of Global Fund
Credit Cards (“the Guidelines”) (Annex IV). Under the Guidelines, the use of credit cards
would be restricted to valid expenses of the Fund in any of the following circumstances:

(a) where the Fund needs to acquire goods or services with an urgency that cannot be met
by WHO'’s purchasing and payment processing cycle; (b) where the Fund needs to acquire
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goods or services that cannot be acquired via WHO or which the Fund can acquire at more
advantageous terms than via WHO; and (c) where a necessary expense of the Fund is not

catered for by WHO practices.

36. For the credit card transactions reviewed by OIG (up to March 2006), the individual
cardholders would directly receive their monthly statements. They would then provide
documentation to support the business purpose and submit the package for approval and
payment. According to OIG, the level of supporting documentation varied between the

different cardholders.

37. OIG reviewed the billings of credit card transactions of three of the four cardholders.
The type of expenses for which the credit cards were used varied from user to user. OIG
believed that many of the transactions reviewed neither fell within the scope of the
applicable WHO Rules nor met the conditions set out in the Guidelines. Specific expenses
referred to in OIG’s audit report often related to hospitality and similar costs, limousine

services, gifts and travel costs.

38. In connection with the use of credit cards, OIG recommended that the FAC develop a
policy for Board approval on the type and level of expenses appropriate for hospitality,
limousine services, attendance by staff and spouses at working dinners, etc. Such a policy
should consider the best practices for public organizations and take into account the
character of the Fund. OIG suggested that pending the development of such a policy, WHO
Rules would apply.

Management's Comments

39. Management agreed with OIG’s recommendation that a policy be developed setting
out the type and level of expenses appropriate for hospitality, limousine services, gifts, etc.,
and referred to its earlier comments that such a policy was being prepared and awaiting
Board approval subsequent to pending discussions with WHO.

40. With respect to the individual credit card payments OIG had concluded that most had
been related to hospitality and similar costs, limousine services, gifts and travel costs and
had questioned their propriety. In its comments, Management indicated that OIG’s rendition

of the credit card payments was not always accurate. Management provided details
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regarding payments to clarify or correct the information presented in OIG’s audit report. For
example, Management provided clarification from its files for transactions that OIG had
categorized as having “no details.” Management’s comments were generally aimed to
demonstrate that the great majority of the credit card payments were valid business

expenses for the Fund and that all were in the Fund’s best interest.

41. Management also drew attention to the Guidelines Governing the Use of Global Fund
Credit Cards that it issued in February 2006, which had been appended to OIG’s audit
report. Management pointed out that the audit report did not mention that these Guidelines

identified, amongst others, the format of and timelines for reporting of credit card use.

Petty Cash Transactions

OIG Report

42. With respect to petty cash disbursements, OIG first observed that from 2005 onwards
the account for small value transactions was replenished from the Crédit Suisse Account,
whereas before that time it was done through WHO. A staff member from the
Administration Section was responsible for the petty cash fund but was not formally

designated as its custodian.

43. OIG's review of selected petty cash transactions revealed that, in the absence of a
policy or procedure on the purpose of petty cash payments, some Directors used liberal
discretion and approved a wide-range of payments. OIG referred to several petty cash
transactions related to office catering, including working lunches, transportation costs and

other costs, including petrol for a leased vehicle.

44. OIG noted that the Finance Section had recently started carrying out periodic cash
counts and observed that small differences were found each month, which were recorded as
“difference booked to accounts.” OIG further observed that some transactions were

approved on the basis of copies of original receipts.
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45. OIG emphasized that, regardless of the amount involved, petty cash disbursements
should be made only for appropriate activities and applied fairly and equitably. Proper
internal controls and a commensurate institutional culture would benefit the Global Fund’s
image. It was further noted that the petty cash practice as it existed placed a burden on
the custodian to make payments against approved requests in the absence of specific rules
to be applied in cases where the request was questionable or where the requests varied

upon the different sections.

46. Accordingly, OIG recommended that the Chief Finance Officer establish adequate
internal controls to ensure that: (a) payments would be made against original receipts; (b)
only predefined valid expenses are paid; (c) differences between the cash and recorded
amounts would be properly justified and approved; and (d) personal advances to staff

members are not made.

Management's Comments

47. Management next turned to OIG’s recommendation that the Secretariat establish
adequate internal controls for petty cash payments. It indicated that it would develop a
more comprehensive procedure for petty cash that would document and enhance the
controls already in place. In connection with OIG’s recommendation that petty cash
payments against photocopies of original receipts ought to be reviewed, Management
indicated that a detailed review had been conducted and that it revealed no use of

photocopied documents to support petty cash payments.

48. With respect to the “working lunches” referred to in the OIG audit report,
Management observed that, for example, in 2005 the costs for thirty multiple participant
lunches amounted to no more than US$ 1 581. It was also pointed out that the cumulative
difference between the cash counts and recorded balances since the petty cash inception
amounted to a mere CHF 8.
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Ex-Gratia Payments

OIG Report

49, In connection with ex gratia payments,®> OIG noted that seven WHO staff members
assigned to the Global Fund were paid US$ 5 000 as compensation for their loss of back pay
due to the delays in the reclassification of their posts. OIG's audit also identified three other
ex gratia payments made to staff members and a sub-contractor. According to OIG, these
payments did not comply with the procedures as set out in WHO Rules on ex gratia
payments. OIG also observed that no prior agreement from WHO was obtained and
questioned whether the Executive Director had the delegated authority to effectuate ex

gratia payments. OIG also questioned the necessity for the payments at issue.

50. OIG recommended that the Human Resources Manager (a) clarify WHQO'’s position on
lump sum payments; and (b) would be accountable to ensure that future payments relating
to staff entitlements comply with the relevant rules. It was further recommended that the
Chief Financial Officer should ensure that all future ex gratia payments comply with the

applicable rules, are disclosed in the financial statements and notified to the auditors.

Management's Comments

51. Management then addressed OIG’s recommendation that the Secretariat, in
consultation with WHO, addresses the issue of ex gratia payments to staff members. It
pointed out that the circumstances leading to payments to eight staff members were unique
and not likely to recur and that it would consult with WHO in the unlikely even that such a
need would arise. Management also indicated that it would propose to the FAC a procedure

for approval of ex-gratia payments.

52. With respect to the payments referred to in the report, Management observed that
they were settlements rather than ex-gratia payments. Those payments were made in the
early years of the Fund’s operations in order to avoid a potentially greater cost and were
reasonable and in the Global Fund'’s best interest. Several staff members suffered a loss as

3 OIG defined an “ex gratia” payment as a payment made without the giver recognizing any liability or legal
obligation. Although OIG did not rule out the possibility of such payments, it proposed that strict criteria and a
transparent process be applied before granting them.
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a result of a delay occurring at the Global Fund and the settlement paid in compensation
was far less than the actual loss. Management recognized that in the future it would consult
with WHO in similar situations. Management explained that the other payments mentioned

in the audit report were settlements made in the Global Fund’s best interest.

Additional Expenses and “"Benefits”

OIG Report

53. In the course of its audit, OIG found several other payments made to or on behalf of
staff members for which OIG did not find a justification and/or which did not comply with
WHO Rules in OIG’s view. In 2004, a relocation company in Geneva was paid more than
CHF 3 000 for a housing study. In December 2005, a payment of approximately CHF 9 000
was effectuated for the benefit of a staff member’s external training. According to OIG, this
payment exceeded the limit of US$ 5 000 for such training, which had been adopted in a
policy effective November 2005. A business class air ticket between the United States and
Geneva had been purchased. OIG believed that this ticket was purchased for the benefit of
an intern, who would not normally receive a travel allowance. The Fund donated

US$ 25 000 to an organization, which promoted a concert organized to raise awareness
about HIV/AIDS. A staff member whose appointment was accelerated received two return
plane tickets to her place of recruitment and two months rent on her flat. Other costs
mentioned in the audit report relate to catering, including during staff retreats, and other

miscellaneous costs.

54. OIG concluded that these payments fell outside the scope of WHO Rules and
encouraged the Secretariat to either adopt policies to establish the level of benefits deemed
appropriate for the Global Fund or to follow the relevant WHO Rules. Accordingly, OIG's
recommendation in this connection was for the Secretariat to propose a clear policy to the
Board on the authority of the Secretariat to make donations.

Management's Comments

55. OIG had recommended that a policy be developed for donations made by the Global
Fund. According to Management, this recommendation was related to a payment made to
an organization that organized a concert in Norway. That concert gave valuable global
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exposure to the Global Fund. Accordingly, the transaction had the characteristic of an
exchange of value rather than a donation and Management questioned the need for a policy

on donations.

56. With respect to the housing study mentioned in OIG’s report, Management explained
that it was commissioned by a then Chair of the Board to assess the most cost effective
solution for a housing issue facing the Global Fund. Management further explained that the
airline ticket paid to an “intern” was made to a highly qualified consultant who offered pro
bono services to the Global Fund and who, for administrative purposes, was retained as an

intern.

Advances to Staff Members

OIG Report

57. OIG next examined advances paid by the Secretariat to new staff members to
accommodate time delays incurred in the processing of their salaries through WHO. New
staff members would have to request such advance payments. They would also have to
undertake to reimburse the amount to the Crédit Suisse Account “at the earliest date
possible.” OIG expressed its concerns over the possibilities to ensure recovery of the
advance payments and observed that WHO recovers such advances through its payroll
system. OIG also reported that it was informed that several advances would likely have to

be written off.

58. OIG recommended that the Secretariat ensure that outstanding advances are either
promptly repaid or appropriately recommended for write-off in unique circumstances. It
also recommended that the Secretariat seek WHO’s comments on exceptional hardship
cases and write-offs.

Management's Comments

59. Management agreed with OIG’s recommendations that outstanding advances to staff
members are either promptly repaid or, in unique circumstances, appropriately handled as a
write-off and that WHO'’s views are solicited for difficult cases and write-offs. With the

exception of two amounts, all advances were repaid. Efforts continued to recover one of
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the exceptions, while the other pertained to a staff member who passed away after long
sick leave. Arrangements made with WHO in February 2006 will also greatly reduce the

need for advances to staff members.

Relocation Services

OIG Report

60. The next issue addressed in the audit report was a contract between the Global Fund
and a Geneva relocation service entered into in December 2003. The contract covered
housing assistance, schools search and departure services for staff members. OIG indicated
that it was unable to find authority or Board approval for such expenses. While the contract
expired in December 2005, according to OIG, the services continued to be used at the time
of the audit. The audit review indicated that approximately US$ 120 000 was paid for

relocation services during 2005.

61. The Global Fund had requested the approval from WHO to exceptionally pay such
relocation services to its staff members, but WHO had pointed out that the Fund’s Executive
Director did not have the authority to decide on and implement financial and staffing policies
without WHO'’s agreement if no equivalent policy existed within WHO. OIG noted that the
draft Guidelines for the Crédit Suisse Account proposed that relocation services would be
offered for staff members recruited outside the area and on a contract of eleven months or

more.

62. OIG recommended that the Secretariat: (1) review the needs for home search and
departure benefits; (2) seek WHO's approval if the services are to be continued; (3) seek
Board approval for additional staff entitlements; (4) ensure that any future contract for such
services complies with the financial rules; and (5) justify the needs for the service and
propose whether a contract should be tendered for the services (if approved by WHO). It
further recommended that the Chief Financial Officer ensure that all future payments are
made in compliance with the terms of the contracts.
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Management's Comments

63. In connection with OIG’s recommendations regarding the relocation services as
offered to Global Fund staff members, Management noted that WHO had indicated that it
was unable to make an exception to its rules facilitating such benefits. Accordingly, the
relocation services had been suspended. Management observed that the relocation services
enabled staff members to more quickly and fully focus on their duties for the Global Fund

and was therefore cost effective for the Global Fund.

Receipt of Funds

OIG Report

64. OIG then turned its attention to the receipt of funds on the Crédit Suisse Account.
According to established procedures, financial contributions to the Global Fund would be
received directly into the Trust Fund (held by the World Bank) or the United Nations
Foundation. Funds required for the operation of the Crédit Suisse Account would be
transferred from the Trust Fund, as needed. Early in the Account’s existence, some small
contributions had been received directly from various sources. More recently, OIG observed
several larger direct contributions deposited directly into the Crédit Suisse Account. Some of
these contributions were used for specifically identified activities, which may have been

requested by the donors.

65. The audit report emphasized the need for strict internal controls for the receipt of
donations as often such donations are not planned, stem from unknown sources and are
made out for an unknown amount. OIG observed that no policies or procedures explicitly
addressed the issue of extra-budgetary activities financed through special contributions.

66. OIG recommended that after the FAC reviews extra-budgetary contributions and
decides on an appropriate policy to recommend to the Board, the Secretariat propose
procedures based on the Board’s decision (including proper budgetary process, accounting,
and donor reporting, if appropriate). It also recommended that the Secretariat inform
donors who send contributions to the Crédit Suisse Account of the proper account for

remittances.
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Management's Comments

67. Management then turned to the issue of receipts of funds into the Crédit Suisse
Account and indicated that the Fourteenth Board Meeting had requested the FAC to develop
a policy on targeted financial contributions. The Secretariat would fully support that process
and implement the resulting Board decisions. OIG had also recommended that donors who
had sent contributions to the Account would be informed of the proper account.
Management pointed out that the Procedures for the Operation of the Global Fund Bank
Accounts states that the Account can also be used “to receive remittances that are not the
subject of a contribution agreement with the Trustee” (Annex I, Section 2b).
Management also indicated that the Secretariat promptly transferred large value
contributions from the Account to the Trustee. These contributions could not be paid to the

Trustee directly.

68. Management pointed out that it had raised with the FAC (in the March 2006 FAC
Meeting) the growth in contributions towards operating expenses, ultimately leading to the
Board’s recommendation to develop a policy for targeted contributions. During the same
meeting, the Secretariat had also explained that all of the contributions received in support

of operating expenses were for activities within the approved budget.

Internal Controls

OIG Report

69. The final topic addressed in OIG’s audit report related to the proposed strengthening
of internal control mechanisms for the transactions made from the Crédit Suisse Account.
OIG repeated some of its findings from the audit review. It concluded that the use of the
Crédit Suisse Account increased during the examined period and questioned whether many
transactions were within the scope of the relevant rules. While OIG acknowledged that the
monetary amount involved in the transactions processed through the Account was perhaps
not material, it believed that enhanced internal controls and a clear policy on permissible
payments would alleviate possible donor sensitivities and enhance the Global Fund’s image.
OIG encouraged Global Fund Management to take the lead in these efforts.
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70. OIG recommended that the Secretariat initiate a review of the existing internal
controls, taking into account the findings of the audit report, including the recommendations
for policies and procedures, and develop an action plan to strengthen the accountability

framework.

Management's Comments

71. OIG’s final recommendation suggested that the Secretariat initiate a review of the
internal control environment taking the findings of its audit report into consideration.
Management drew attention to its actions in this connection as described in its comments.
It also suggested that the clarifications and information provided in its comments be taken
into consideration and reiterated that all its actions were in accordance with the governing
Global Fund policies and procedures, even though some may not have complied with WHO

Rules.

72. Management advised that, as a matter of best practice, during 2007 it would initiate a
review of the Fund’s internal control environment for the purpose of voluntary compliance
with requirements introduced in Switzerland for corporations, although not mandatory for

foundations.

C.3 Independent Review of the Report on the Crédit Suisse Account

Transactions

73. During the First Special Board Meeting held on 8 and 9 February 2007, the Board
considered OIG's audit report and the Secretariat's comments thereon. The Board
requested the ad interim Inspector General “to conduct an independent analysis of the
remaining issues raised by the Inspector General’s report and the Secretariat response, and
advise the Board whether further action is required” (Decision Point GF/SB1/DP6: Crédit
Suisse Account, Annex V). The Swiss firm, ORNA Corporate Integrity AG ("ORNA"), was
commissioned to analyze the Crédit Suisse Account. It also considered OIG's audit report

and Management’s comments thereon.

74. At the outset, ORNA observed that at the relevant times the Global Fund was a
growing organization that was adjusting to changing requirements and that issues that may
have been raised with the operation of the Crédit Suisse Account should be seen against
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that background. ORNA also indicated that although certain applicable procedures and
internal controls may not always have been strictly observed, its analysis did not reveal any

fraud or misappropriation.

75. ORNA explained that several of the transactions from the Crédit Suisse Account in
connection with which OIG had raised issues were adequately addressed by the information
provided in the Secretariat's comments. For example, ORNA found that the Secretariat’s
comments regarding several transactions for hospitality, gifts and transportation revealed
that they were appropriately and reasonably made. As a general matter, ORNA observed
that OIG's report had occasionally used single occurrences as a basis for conclusions of a
general nature. ORNA saw no basis for the suggestion that the Global Fund Management
could have done more in terms of taking the lead in efforts to promote internal controls and

accountability.

76. ORNA approvingly acknowledged the Secretariat’s reactions to several of OIG’s
recommendations. ORNA agreed with OIG’s criticisms on the use of the Fund’s credit cards
and appreciated the Secretariat’s complete cancellation of the credit card use. On 9
February 2007, the Board issued stringent procedural requirements for the use of the Global
Fund Account (Annex V). ORNA carefully analyzed the transactions from the Account since
the adoption of these requirements. It only found two minor payments that deviated from

this procedure and did not find that any cause for concern.

77. In sum, ORNA found that the Secretariat had given appropriate attention where OIG's
recommendations warranted such action. However, it believed that the structure and usage
of the Crédit Suisse Account must be carefully reviewed. The Account’s major purpose at
the time of ORNA’s review was to pay the rent for the Fund’s office premises. ORNA
believed it was possible that such rent payments be made through WHO. ORNA suggested
that the Secretariat define the precise purposes of maintaining a separate bank account.
With that information, the Board should decide on the necessity of the separate bank
account and, in the event it is deemed necessary, precisely define the account’s structure
and for what purposes it should be used.

78. In the context of a housing allowance paid, ORNA suggested that, in the future, the
Secretariat secures proper documentation of actual disbursements. Particularly, where
agreements define a maximum allowance for costs. ORNA also recommended that the lease
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costs for the Global Funds office premises, office infrastructure costs and other office costs

be reviewed in the near future through a separate audit.

79. ORNA noted that from time to time funds are transferred from the Crédit Suisse
Account to the World Bank (the Trustee), although the actual amount is often reduced by
expenses prior to transfer. Notwithstanding the Secretariat’s assurances that the funds on
the Account are properly handled, ORNA warned that such practices may raise the
impression that donations are intermingled with expenses. An ideal system in ORNA’s view
would be that donations are clearly separated from bank accounts used to pay expenses.
Accordingly, ORNA recommended that such risks are carefully considered and that a system

be developed which would improve the segregation of donations and expenses.

C.4 Independent Review of the Office of the Inspector General

80. As mentioned above, the Global Fund Board approved the establishment of the OIG in
July 2005 and OIG became operational in December 2005. In accordance with the Charter
of OIG (Annex VI), OIG reports to the Global Fund Board, which in turn oversees the
functioning of the OIG. Approximately one year after the OIG had commenced its
operations the Board commissioned an outside review of the Global Fund’s Office of the

Inspector General. Deloitte and Touche LLP, London (“Deloitte”) carried out that review.

81. The Deloitte review was divided in three parts. First, Deloitte provided an overview of
OIG's performance to date. Second, Deloitte explored how and where OIG might better
meet the needs of its stakeholders. Third, Deloitte considered issues that had been raised
both by OIG and the Secretariat regarding their cooperation. Finally, Deloitte made several
recommendations for further actions intended to strengthen the Global Fund’s assurance
agreements. Each section will be reflected below. Considering that the first and second
part of Deloitte’s review are so closely interconnected, this account will address them
together. In this connection, it is noted that this account will mainly focus on Deloitte's
suggestions for improvements, as they reflect Deloitte's findings regarding OIG's
performance up to the date of its review.
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OIG's Performance and Possibilities for Improvements

82. Deloitte observed that OIG has a highly challenging mandate as defined in its Charter
and terms of reference, which include a combination of the different functions of internal
audit, inspection, counter-fraud and fraud investigations. These different functions have
differing purposes and require different processes, skills and “rules of engagement” with
their stakeholders. According to Deloitte, OIG’s mandate as defined in the Charter and
terms of reference may be open to different interpretations, which may result in uncertainty
about OIG’s role and expectations on its output and operating procedures. Deloitte believed

that a more precise definition of OIG's remit would alleviate such concerns.

83. In addition, Deloitte pointed out that the Global Fund’s operations are inherently
challenging and it referred to the complexity of the relationships between the Global Fund
Board, Secretariat and WHO as well as other components in the Global Fund’s programme
structures, which both pose the challenges of OIG’s work. Given the complex relationships
involved in the Global Fund’s activities and the differing perspectives of different
participants, Deloitte found it important that the requirements of all stakeholders,
particularly donor governments and other donors, are fully understood and the respective

roles of executive management, OIG and other review agencies are clearly defined.

84. Deloitte observed that agreed rules of engagement and detailed working protocols
form an essential component of the quality framework for any constructive review or
oversight function, such as OIG. Deloitte encouraged the further development, between
OIG and management, of such working protocols, which would also allow for differences in
operational requirements for the different elements of OIG’s role: internal audit, inspection,
counter-fraud and fraud investigation. Deloitte believed that the development of such
working protocols would not undermine the independence of the function or restrict its
access. Another factor related to OIG's wide-ranging functions is the need for prioritizing its
efforts. Deloitte noted that there had been discussions between OIG and the FAC regarding
an agreed work plan for 2006, but found that the priorities could be described in greater
detail.

85. Given the scale, complexity and risk profile of the Global Fund’s programmes Deloitte
would expect that OIG’s highest priority would be to provide assurance over the Fund'’s
grants and support for investigations in the case of fraud and abuse in the recipient
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organizations. Maintaining stakeholder confidence in the Global Fund’s control of its
management costs and administrative expenditure was also important in Deloitte’s view.
However, Deloitte pointed out that these expenses only represented a small proportion of
the Global Fund’s total spending and it would be expected to represent a limited proportion
of its risk. Accordingly, Deloitte suggested the development of a detailed and agreed upon
risk-based plan for the provision of independent assurance over the Global Fund’s
management of its risks. In view of the Global Fund’s continuing expansion and
development, such a plan should be commensurate with the current stage of the Global

Fund’s risk management, as well as advising and assisting in this development.

86. Deloitte observed that in accordance with OIG’s Charter its reporting line is to the
Global Fund’s Board as a whole, except for the oversight of the activities of the Fund
Secretariat, and not to any of its committees.* In Deloitte’s opinion, this reporting
arrangement is not likely to prove effective in providing a clear channel for communication
and oversight to ensure that the review process operates effectively and management
responds appropriately to issues. Deloitte believed that a re-assessment and clear definition
is needed of the relationships between OIG, the Board, Secretariat and WHO. In the
absence of such a clear definition, OIG’s functions may be the subject of uncertainty and
mistrust, undermining its ability to provide effective oversight and assurance. In any event,
considering the complexity of the relationships between OIG, the Global Fund Board,
Secretariat and WHO, Deloitte emphasized the importance of fostering effective working

relationships for optimally discharging the demanding role assigned to OIG.

87. Deloitte identified two factors that should be considered in ensuring the effective

III

discharge of internal audit and inspectorate functions. The “technical” factor involved
carrying out the work in accordance with professional standards and covered issues such as
using appropriate methods, obtaining sufficient evidence, corroborating facts and carrying
out proper supervision and quality control of the work. Deloitte suggested that OIG
continue to strive for these results and to take a rigorous approach to gathering and
evaluating evidence as well as developing a sound process for confirming the factual

accuracy of reports.

4 Deloitte noted that a key strength of OIG was the high degree of independence with which it had been set up.
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88. Deloitte called the other factor the “service quality.” This factor was about meeting the
needs of stakeholders and covered issues such as delivering an agreed product, following an
agreed process and communicating results effectively. According to Deloitte, it may be
reasonably expected from an organ charged with audit and investigating responsibilities that
it serves the needs of its stakeholders and make a positive contribution to the management
of the organization, in terms of adding value and improving the organization’s operations.
Deloitte understood that OIG recognized the importance of these considerations. However,
based on its review, Deloitte was not able to ascertain whether the OIG function was
meeting the needs of its stakeholders, particularly representatives of donor and recipient

countries and members of the Board.

89. Having compared the level of OIG’s resources to its outputs up to the time of the
review, Deloitte considered that in the future OIG might be expected to bolster its output.
In this connection, Deloitte suggested that the proposed budget for 2007 be carefully
considered. Deloitte also suggested that the OIG team consider further strengthening its
experience roster in the area of advanced corporate governance practices as well as

financial services industry processes and controls.

Issues Raised by OIG and Management

90. Both OIG and the Secretariat management had raised issues pertaining to their
cooperation, as well as the role and remit of OIG's function, its reporting lines and methods
of operation. Many of these issues were addressed above and Deloitte’s suggested
improvements will be reflected below. The remaining issues raised by OIG and the
Secretariat’s management pertained primarily to the relationship between them. While
Deloitte may have considered these issues, it is suggested that their observations in this
connection fall outside the purpose and scope of this account. Assuming there are any
outstanding issues between OIG and the Secretariat’s management, these would be best
resolved internally so as to foster the continuing development of a constructive relationship.

Recommendations

91. In the section on recommendations, Deloitte suggested further actions to strengthen
the Global Fund’s assurance arrangements. First, Deloitte recommended that the Global
Fund Board obtain further advice to assist it in clarifying OIG's role and mandate and
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document an overall assurance framework for the Global Fund. This framework should
clearly separate the activities needed in relation to: (a) providing assurance and challenge
over the Global Fund’s programmes; (b) providing assurance and challenge over the internal
controls within the Fund; and (c) counter-fraud and investigation work (both internal and
external). It should identify all of the Global Fund’s stakeholders requiring assurance, the
nature of the assurance required, and how this assurance is delivered. All assurance
sources should be covered including management’s own monitoring and the work of

external auditors and other reviewers, as well as OIG’s role.

92. Deloitte stated that the development of the framework should be based on a robust
and structured risk assessment that is owned by management and is refreshed and updated
regularly in the light of the Global Fund’s projected growth and other changes in its
operational environment. Deloitte recognized that such a risk assessment was being

developed.

93. According to Deloitte, once such a framework is completed it should form the basis for
a structured analysis of the Fund’s options for obtaining the resources to deliver its
assurance, counter-fraud and investigation requirements. It should be carefully considered
whether it is most effective for all these functions to be combined in a single function, as in
the current arrangement, or whether the different functions may be more effectively
delivered through different means. Deloitte indicated that a number of options exist, which
included: (a) a global contract with one or more providers; (b) direct provision by the OIG
function; or (c) specific procurement of services as needed. An analysis should be made of
the advantages and disadvantages of each option and a rigorous assessment of the costs

involved.

94. Deloitte also recommended that OIG's reporting lines be reviewed and clarified to
provide clear focus for its reporting. It should be possible to define a reporting structure
that would provide clear oversight and accountability for OIG without undermining its
independence or limiting the whole Board’s access to its findings. Deloitte believed that the
most effective arrangement would likely be for OIG to report to a committee of the Board,
probably the FAC, with the right of direct access to the Board Chair and other members.

95. As was already referred to above, Deloitte suggested that detailed working protocols
be developed for OIG's functions. These would set out the processes for the conduct of
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each type of work, enhancing the predictability for all parties. Such protocols should include
OIG's coverage and execution of its work. Normal expected timings for each stage of the
process should be set out. The protocols should also include provisions to ensure OIG’s
independence to allow for differences in operational requirements for the different elements

of OIG’s role, internal audit, inspection, counter-fraud and fraud investigation.

96. Deloitte recommended that OIG’s process for planning and prioritization of it coverage
should be reviewed and redefined. According to Deloitte, prioritization should be based on
an assessment of business risks, consistent with executive management’s views where

appropriate and agreed to by the Board.

97. Finally, Deloitte recommended that OIG's audit process should be reviewed and
redefined to ensure the highest technical quality. This should include rigorous processes for
gathering, recording and evaluating relevant evidence, verification of factual accuracy and
quality control of deliverables. To the extent that these processes already exist, they might

be further developed.

kokoskoskokokok

Geneva, 31 May 2007

A g

Kenneth R. Langford
Inspector General a.i.
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Annex I
Page 1

ANMEX B

Procedures for the Operation of Global Fund Bank Accounts
{Approved by MEFA May 2004)

Backdround

1 The Gilebal Fund maintaing 2 bank sccount with Credit Suisse, Geneva
camprised of sub-a¢counts denominated in Swiss francs and US dollars. One of
these sub-accounts is solely for the pumpese of holding the foundation capital of
CHF50,000 in accerdance with the legal requirements under which the Glabal
Fund was established as 3 Swiss foundation. The other sub-accounts are used to
pay for goods and services that are not acquired via WHO and to receive
contributions towards operating expenses {ag described further below) and minor
receipts.

Frocedures
Use of Glabal Fund bank accounts

2 The bank accounts maintained by the Secretariat are to facilitate the efficisnt
exacution of the Fund's activities and are used only for the following purposes:

8. To hold the Foundaten Capital (CHFS0,000) of the fund, in compliance with
Swiss regulations.

b. Ta receive remittances that are net the subject of a contribution agreement
with the Trustes, such as:

i. Contributions fowards meeting costs and ather ELIDPO for operating :
expenses (such as receivad 1o date from GTZ and LUNAIDS)

ii. Payments fiom staff for personal phone calls and for use of ear
parking facilities, etc.

iii. Miner amounts of general centributions,

&. To make payments for valid expenses of the Furdd in any of the following
circumstances:

i. Where the Fund needs to acquire gonds or services with an urgency
that is net met by the WHC purchasing and paymant processing eycle.

ii. Vvhere the Fund needs to acquire goods or services that cannot be
acquired via WHO ar which can be acquired by the Fund on more
advantagenus lerms than via WHO,

iii. Where a necessary expense of the Fund is not catered for by WHO
praciices

iv. Where a reimbursable advance payment is necessary to meet a need
of the Fund or to alleviate difficulies far new staff pending payment by
WHC.

fith Finance & Audit Commitles Mesting GFFACEMDT
Geteva, 22-23 March 2006 a3
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3,

4,

Annex I
Page 2

In order to maintain apprepriate liguidlity in the accounts, the Secretariat requests
the Trustee to transfer funds to the accounts from time to time ag needed.

fwithorization of payments

The autherizatian for each payment is recorded on a Payment Form which is
presented to the authorized signatories when gighing the payment instruction to
the bank. The completed forms are retained within the records of the Fund. A
specimen Payment Form is attached &t Annex 1,

The: authorization process it as follows:

a,

The staff member requesting payment enters the relevant detaile on the
Paymend Farm, attaches the supporting documentation and signs the form as
requestor.

The head of the team that Is requesting payment signs the Payment Form a3
approver (in the absence of the team head, a Director approves).

A member of the Finance Team checks the dogumentation, prepares the
payment instruction to the bank and signs the payment form to evidence this.

Two of the etaff members that have been notified to the bank s= auth otized
signatories review the Payment Form, sign the paymant inslruction to the
bank and evidence this by sianature on the Payment Form.

The altharized signatories are nominated by the Executive Directar and are
drawn from the Executive Management Team,

Exlarngl audit

6.

The bank account records form pan of the accounting recerds of the Global Fund
and hence are subject to external audit in the same manner as all accounting
records of the Fund.

Dwersight by MEFA

7.

The Secretarial will present to MEFA & summary of franzactions on the accounts
for each half-year.

Extract from MEFA report to Eighth Board Meeting [28-22 June 2004):

“The MEFA Committes approved the Secretarial procedures for operation of the

Global Fund bank accounts as presented.”

{GF/E&/E, Pan 11, paragraph &)

fith Finance & Audit Commiltes Meeting GFIFACEDT
Geneve, 22-23 March 2008 412
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@"’%v Irwesting ir our future
(0 The Global Fund

To Fight AIGS, Tubercidosis and Malaria

Fifteenth Board Meeting
FEnEva, 26-27 April 2007

Independent Analysis of Credit Suisse Account

Decizion Point GFIE15DPIT:

Druring $he First Special Board Mesting in February 2007, the Board requested tha! the Inspector
General 8¢ Mberim condust an independant analysis of the remaining issUes raized oy the Inspector
Ganerals Raport on he Credit Suisse Bank Accouni and the Managsment Respense to the QIG
Repart or the Audit of Cradit & izse Bank Account Transactions, and advise the Board whather further
action is required. n additian, the Board requested that Deloiite & Touche complete the draft Rewview of
tha Office of Mo Inspector General jthe "Deloitte Repor’). The Board has racaived the repart of CRMA
Comoraie Integriy AG, ratained by tha Inspacior General adf jnfari 1o conduct tha raguasted
independant analysis, and the Daloitte Repot.

The Baard roies with approval the conclusions of the ORMA Report that no fraud ar misapprogriation of
funes acedrred. |f is satsfied that this report provides the review, analysle and conclusions nacessary
ta bring this mafter 1o a close. Tha Board requesis the Inspector General ad rtedm o prepare @
eomprehansive account {including, a8  approprisda, orginal deeuments) of the findings =nd
ramammmerdaiions of the Deloitte Report, the OIG Repod, the Managament Response, and the ORMA
Report. The comprehensive sccount should be deafted with the expectation thet # be released publicly,
i conedltation with the Chair and Vice Cheir of tha Board and the Executve Director, not kafer than
May 31, 2007, The Boed reguests the Secrelariat to prepars a respanas ta the recommendations in
the ORNA Heport snd repoit fo the Flnance and Audi Committae on its responsa to, and
implemnertailon of, thase recommendations. :

There are no maletal sudgetary implications for this decision,

Signed=-26 -zwrﬁfﬁﬁ ffﬂ“ A [fﬁrd .
fgftfk23¢¢fa Lt k*“ﬁgﬁ_)C}~$
Blewander Konuzin )[ - Dianne Stewart .
Rapporieur / Secragnat
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Attachment 2
Guidelines Governing the Use of Glebal Fund Credit Cards
4 Februany 2006
Scope

1 These guidelines spply fo any aredit card In respect of which fhe Global Fund is respensible for
charpas incurrad thiough s USe (3 “GF credit card™ or “the card™).

Permitted Use

2 Useof 3 GF credit cand is restricted ta paymants of the nature permitted by the Procedures for the
Cperstion of Globa! Fund Bank Accounts, specifically: to maka payments for valid expenses of
the Fund in any of the folewing cireumstances:

(@) Where the Fund needs to acquire goods or services with an urgency that is not mat by the
VWHO purchasing ard payment processing cycle.

(k) Where the Fund needs ta acquire goods ar services that cannot he acoured via WHO or
whizh can be acoquired by the Fund on more advantageaus ferms han via WHD.

(£} \Where a necessary expense of the Furd is rat catered for by WHO practices.

3 WWhere the Glohal Fund hes issued guidelings governing payments for a specific activity, use of a
EF cradit card is Turlher governed by such quidelines.

4 The card is inended to relieve staff from having to use e persenal credil card or other persanal
resources to fung valid expenses of tha Global Fund in exceptional situations. The card may be
uzed only when 1 is impractcal 10 make payment by bank transfer bacause of urgency or the
reguirements of the vendor. Such circumstancas may arise In respect of;

{a) Gioodslservices purchased locally while traveling on Global Fund mission [that are nat
coverad by the WHO traval allowances (par diem and Incidental allowances))

(b} Unforasean axpenses |inked 1o BoardCommittes meetings or athar axtesnal gvents
(¢} Expenses of hosting Global Fund busiress maealings
{d) Guaraniess lfor local suppliers who require such pending paymant in the normal manner
{e] Online purchases that cannat be practically made by bank transfer
5§ The card should not be used for expenses that are covered by the WHO travel allowances (por

diem snd incidental allowances). (To do so woulkd resulf in the Globel Fund paying twice for that
travves] Bxparse),

§ The eardholder shall refund 1o the Global Fund any ameunts charged o the card as a rasult of
naon-parmitted uses.

Permitted Cardhalders

7 A GF credit card shall be issued only on the weitten approval of the Executive Director or Deputy
Execalive Director,

B The limited purposes for which a GF credit card may be usad render it useful only to those staff
who are likely to ba raguired to pay for subslantial expenses of he Glabal Fund in circumstances
wihere il is impractical 1o make payment by hank transfer. A GF credit cand may be issued anly to:

{a) The haloers af the following posts:

3 Finance & Audit Commilles Mesting GFFACEDT
Geneva, 22-23 March 2006 EL V]
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+ Executive Directar
« Depuly Execulive Director
» Head, Board and Donor Relations

(k) Cther staff, whare desmed necessary by the Executiva Director on a case-by-casa basis.

Responsibilities of cardholder

8 The hoder of & GF credic card shall:
(3} Sign the card immedialaly on recept

(1} Maintain safekeeping of the card and nhserve all guidance orovided by the carc issuer in Lhal
reqard

() Use tha card only for 1he permitted uses as describad hergin

¢) Wihin five days of receipl, transmil o e Global Fund Finance Unit aach statemnent of
aceounl and any other communicalion received from the card Issuer wogether with & duly
completed repar of use (as per Altachment A) and all supporting dacumearts.

e

Remit 1o the Global Fund any amountz charged o the card as a result of non-pemmitted uses
within five deya of bacoming awere of such use or receipl of a statemant of account listing
such charges, whichover is the earlier,

ifl Immediately return the card to Global Fund Finanee Unit on cessation of employment or on
request rom the Executive Director, Chief Financial Oficer or their deputies.

Further guldance for travelers

10 (2) Maya Global Fund credit cand be used for narmal” ravel expenises?

Mg, hecause an obligation is created in the WHC system for each trip and remains until the
air fare and per diems are disbursad. Paying for your tated bills with a GF credit card would
niod change this — vau still have W submit @ travel claim which will rasult in payment to you of
the per diem (Jess any amount advanced to you). If you had used the card far this, then
Global Furnd would be paying twice - via the card amd via the per dism.

ih} How akowid | pay for my normal ravel expenses?

The per diegm system is not ifended to be a precise raim bursement of acial costs, but reather
an allowanoe fo be spart at the diserelion of the traveler. Thus, you receive ihe par diem and
pay Tof youf cOStS 5% TA0 Separate puerts. Many fravalers use thelr persona credit cards to
pay their subsistence costs. By obiaining an advance on per diem allowance, the advancs
should be in your bank account before you have fa sellle your {persanal) credit card bill. A
Travel Advance equal lo BD% of lhe per dizma can be ohtainad simply by ticking the box on
the Travel Authorization.

f" Finance & Audit Commities Maeting GRFACEOT
Grenoeva, 22-23 March 206046 &2
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@ i‘ﬁeﬂ E"G"FS‘BEI Fund

To Fight A0S, Tubarculosis and Malaria

First Speclal Board Mecling
£-8 Fabruzry 2007

e 2
o g e A .r_l':!-h..

.. - Decision Poltt GF/SBT/DP6.; Credit Sulsse Account

1. The Board has fully considered tha Inspactar General's report on the Cradit Sufsse ascourd, the
Seeratariat's respanse and the independent raview on the perfarmancea of the Office of the
Inepactar Gereral (013), :

2. The Board instrusts the Secratariat to reduse and maintain the funds in the Credit Buissa
accaunt at the minimum leval racsssary to carry opuf the functions approvad by the Beard, which
are the following;

3. holding the foundation's capital, of GHF 50,000, as required by Swiss law;

o paying for fees to the Fund's external audiars;

& racaiving privats-sector contribitions that the Trustee is not shle to raceive diractly, such
as proceads fram the Project{RED) campaign, anc other miscellaneous recsipts, whizh
the Secretarlat shall remit Immediately uper receint o the Trustes;

d. paying rant and ralated chargas for the Global Fund's premises in Canevs;

2. paying the ramta’ allowance for the current Exacutive Directar, untll 31 Margh 2007 and

f. paying filing fese in certaln Juriadictions for the Gloal Fund lo gualify to receive privata,
chantable contfributions. :

3. The Board raquests the Director, interna: Qvarsight Servicas of the World Heaith Organizatian,
I hiz role ae the ad-interim Inspectar General of the Giabal Fund te monltor the transactions of
the Credit Sulsea sccount on a senflnus| basis.

£. The Brard takes note that the Secretarlat has voluntadly suspended the use of the cedit cards
cannectad with this account since Saptembe- 2008 and insfrusts the Secretariat 1o zangel the
credit cards with immediate effect.

5. The Board endorees the recommendations for impravemant in sontrols eantainad in the rapart
of the Inspector Bzneral, notes Secretariat agresment with thess recommendations, and directs
the Secretariat to complete thelr Implementelion a& sgon as possible,

& The ad-Intarlm inspecter General and the new lnspecior General should fallaw ug on tha ful
implementation of the improvemants to ihe conirols and report back to the Board at the
Fifteanth Board Meefing (April 2007) and Sixteenth Soa-d Mesting (Nevarnber 2007,
respectivaly.

¥. The Board raguests the ad-interim Inspector General, to conduct an independant gnalysls of the
remaining lseuss raised By the Inspector General's repert and the Secretarlat respanse, and
adviza the Board whether furtha: action is required, not later than the Fllleants Soard Meeting in
April 2007.

Signed: 8 February 2007 y o
U @%ﬂ? =4
batis o

Regina Rabinovich Dianne Stewart
Privata Foundations Secreiarat
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THE GLOBAL FUND TO FIGHT
AIDS, TUBERCULOSIS AND MALARIA
OFFICE OF INSPECTOR GENERAL

toemaadt

B R Sl

e A Charter

Introduction

1. Ths Office of Inspector General (OIS} was established to provide The Global
Fund to Fight AIDS, Toberculosis and Malaria {the Global Fund) with indeperdent and
objeclive vversight in order to ensure the integrity and effsclivensss of programs and
pperetiong.  The ONF operates &5 en independanc onit and reports dirsctly to ths Board of
Directors of the (flobal Fund (the Board), The Inspector Genetal's primary point of
contace with the Board will be the Finanse and Audit Commitees {FAC,

2. Tke Board approved te patablishment of the 01G in July 2005, as recommerdad
by the FAC, and the firal Inspector General (1G] begats work in Decamber 2005,

3. Tais Charter defines the functions and responsibilities of the OIG a8 epproved by
the Bourd' and serves as the framework for che work (o be cartied out by the office.

Eoles and Responsibilitles of the OIG

4. The primary purpose of the QLG is (o provids indspendent and objective oversight
and to ersurs the integrity, efficiency and effectivensss nf the (flobal Fund's programa
and operationg, inciuding compliance with established policies and procedurss. ‘To this
end, the 0T has the faliowing functional areas of responsibility:

* Investigations - The OIG iz responsible for iovestigation of polential frand
abuse, mizsappropristion, cormupton And mismenagement within the Gicbal Fund
and in the programs and operations that it funds, The (MG will retain the
anthority, independence and flexibility to investigate any and all allegations and
abuse as they arise and otherwise respond to cvents dat ooour,

¥ Investipation Policy and Procedures, Tha OTG will establish procedures for
carrving ot investipations consistent with intemational standards  and
puidelinas, Al investigations will be cortied out with objecdvity and under
striet confidentiality,

¥ Whistle Blower Hotline, The OIG will creatz a system and procedures for the
reporting of poteptial frand, abuse, and misconduect. The svseem will inclede a
proceds 1o evelusle reporls and assess the need for an investigation, The
procedures will ensure total confidentality and assuremce thar all stafl and
olhers who reporl improprietes, s well ey those who ere the subject of such
reporls, ars piven protection in sccordance with policies approved by the
Boasd

“ Feefer to the Terms of Beferenze [TOR) aporoved By the Beard o Julv 2025
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% Intergal Congrol Environment, The 011G ig responsinle for identilying systeoic
weaknesses  that may  provide . ppportuniags - for fraud, abuss - and
mismanagement in the Glebal Fund's programs, operations and activites and =
for making recommendations to comect them.

% Trainjng on Fraud Prevengon. The 016G will develop and adminizter a training
program [k Tesources permit), for the prevention and detection of fraud and
atpuse within the Glebal Fund programs and ppecations. The traimng program
will be develuped so that it i§ broadly commumicared and can be acczssed and
urifiz=d worldwide (i may be included or the D13 website),

«  Audits and Inspectlons — Toe OIG will carry ut andits and inspections of the
Glohal Fund's activities and transactions inclnding fizld sites whers programs and
pperztions financed hy the Global Fund are undertoken. Auditsfinspectiens will
be performed 1n acenrlanes with this Charter and congistent with the Stundards
for the Professiorial Practice of fnfernal Auditing apdfor the OIG policies,
practices and peocedures (as AppTOpriate).

% [nternal Munapemeqt Processes. The OIG will review internal management
precesges, including the prant application and grant awards and funds
disbursement process, to assess the effectivensss of internal conteols end of the
PIOCEHS,

% Rigk Asgesement Model, Audits will be besed on a risk assassmEDL musle] that
will give prionty to areas of high risk, taking into aceount the leve] of intermal
contrals effectively operating to mitigate risk.

% Egonomy and Bfficiency. The audits will provide independent and abjestive
nssessments of the internal contrel envirorment and will be desipned to add
value and improve Global Fund operaions and prOgTat delivery.

Independence and Objectivity

3. The I reports directly to the HBoerd and o other entity or person shall interfars
with hig/her authority to: (a) determine the seope af the 01G's work; (b) perform the
workc, and (¢} communicate the poaults of the work.

=3 Te ensure operational independence, wnly the Board may select, 0verses, MANAES,
ar remove the Ispector Genzral, The Inspector Ceneral has managerial responsibitity
and comtrol over the human und financial rsourcss of the OIG without impediments L0
his/her oversight functivn.

A The OIC receives a special budpet alioncation, s approved by the Broard.

. All persons carrylng out cversight ongagements {including staff, consultants, ot
individuals upder other contractual arrangements) must maintEn indeperdence and
ohjeciivity in their work and when drawing conclusions, The NG will immedzately
potify the Board of any impairment fwhether actual or potentinl} of its independence 0T
objeciivity, v of any hindrance to the carmying out of completion of an oversight
assignment.

11722006 - 2
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Scope of Work i e Ty

a0 The specific tasks and-activities will be determined by- (a) the TOR approved by
the Board; {b) direction fram the Board; and (¢} the discrefion of the 1G w achieve the
ohjectives of the TOR. The OIC will prapare an Annual Plan at year-cnd, in consultation
with the FAC, showing targel areas of review and investigation for the upecming year,

io. The scope of work® for investigations and audits/inspections will inciude all
activities undertaken by: the Global Fund Secretariat, Principal Recipient (PRs), Sub-
Recipicats (5Rs), Couniry Coordinaling Mechanisma (OCMs), and Local Fund Agents
(LFAS), a8 wall as other organs of the Fund (3uch as The Tachnizal Raview Panzl, the
Techaical Fvaination Review Group, eic.). The scops will be detetmined by the IG,
consislent with the TOR approved by the Board, and will foeous on assessing whether:

*  The matagemenl environmant sncourages initiatives o erevent faod, abuse and
nistanapement;

*  Risks are appropriately identified end mavaged:

* Financial, :msmag:rial and operating information is accurate, relishle and imely
for dacision-maidng, '

*  Acticos of staff and other perions (including FRs, SRa, OOMs, and LEAS, =te.)
arz in compliance with applicable policies, standerds, procedures, niles, and
reculations; - H

* Interaction and coordinstion between the verious argans of the Globa! Fund
OCours, as necdad;

* Respurces are acquired economically, used efficiently, and adsquacely protected:
and

= Quality of operaticns und programs are condnaally enhanced through the Fund's
comtrol processes.

Authority and Accountability
11. The O3 has the authoritr o

* Access all books and records maintyined by the Global Pand and all books and
recornds relating o grants funded by the Giobal Fond, whether maintained by
PRs, 3Rs, CCW:, LFAs or LFA subcontractors, ar other otgans: of the Fupd,
wherz permitted under applicable artanpements;

= Seck informarion il requires fow any personnel involved in the Global Fund's
projects and requite such personnel to cooperate with any raquest mace by the
Ol :

¥ Uranswcsivos and activities of PRs. SBs, LFAs, etc are within the scope of she G154 permited under
aplicehls arangemen! or agreamenr

117202000 3
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Ubtain- independent professicnal sdvice and secure the iavolvement in jts
activities af putsids Fetsuns with relevant experience and expertise, if and when
determined necessary; :

Initiate, camy cut and report on anyv action thar it considers nezecsary to fulfil its
responsibilties for the oversight function:

Drischargs its respansibilities without an¥ hindrance, unnecessary delays, andior
nead far prios cleatance;

Eecsive ditecl and Prompt access to all staff, records, documents, wnd premizes
and to obtain neces sary information and explanations, as required:

Conduct mgular as well as af foc invasngabons, andies, inspections, andfor
evaluations of Glebal Fund operations and fundad programe and other actvities
whenever ther? are reszons to belicve thar {a} froud and wbuse may exist; b}
Menagement controls and/or oversight are inadequate; or (c] there iz e patential
for non-attainment of chjcctives andfor waste of resources; and

Cooperate and coordinare with UN internal oversight services (including the
WHO Ovemight office’, and exrernal auditors, with u view to harmonize and
exchange information on oversight policies, procedures, practices, activities,
prefessional standards and impiementation of Best FPractices,

12 The OIG apg staff will not:
* Perform any operational duties that fall under the respansibility of ather argans of
ihe Glaba] Fund ;
* Initiate or apgrove transactions that are exeemal (v the OIG; or
*  Darect the activities of any staff member or congultant not emploved by the OIG,
except 10 the extent such persons have heen upprophately assigned to the OIG
leams or to ncherwise agsist the QIG staff,
13, The G is eccountable 10 ensure thar:
*  The OIS operates sff:cienty and efectivaly;
* The O1G services add value and improve the Global Fund's opetations,
* Plamming for auditfinspection essignmants is sither risk-based or on antacpated
improverment potential and is consistent with this Charter;
* Policies, proceduses end standards are established for all oversight activilizs; and
*  Resnurces for oversight are sufficient, apprepriate, and effectively deployed, in
consultation with the Board.
11202006 2 : 4
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14.  Sole Authogitv of the OIG for Oversizht ices and Agtjvides. The OIG has
gole awhority, o carry out the oversight sorvices and activities including andi® and

-+ investigations through the responsibilities assigned by this Charter. All requests for such
gsrvices Will be sent to the 1G wha will assess the needs and priorites and determine if
putside services pra required.

15, Global Fypd management and/or staff members ars accouniahle Far:

«  Coopemating fully with the OIG and providing suppart, as required, at all l=vels;

*  Providizg timely response to all queries and requests made by the 0O1G;

* Providing prompt and unrestricted access to all records (paper and electronic),
property, and personnel;

»  Establishing and mainmining an effective internal control environment,

» Providing a written response to all the OIG reperts and recommendations ina
timely manner and cacrying out implementation, as wgreed; and

+ Sesidng the agreement of the OIS before carrving out activities or securing
external services cthet fall within the OIG mandate,

16,  Other Entitieg Subjact to OIG Orversight® will:

= Cooperate fully with the OIG and provides information and support, a5 required, at
all Tevels;

= Provide prompt and unrestricted access ta all records (peper and clectromic),
property, and personnel; and

«  Provide a timely respanss to all queries and requests made by the OIG.
Reporiing

17.  The O+ will be respansible for kecping the Board (and the Executive Director,
whese appropriete) informed fully and currently on the potivities cartied out by the OIG.
The Secretadat may be informsd, at the discr=tion of the (i, on Lhe stamus and ongoing
results of investigations whers that information would help zaide responzible
management decisions {i.c. decisions on disbursements, passible changes of PR, ete.).
The OIG may report specific activities or findings solely to the Board a: a whole and not
inform a pericolar cormittee, where the CIG desms the suhject(s) end nature of the
matter investigated or other circumstances 5o require. The QIG will inform Qe Bipard and
appropriate sepior management promptly of:

s  Identificd breskdowns or sigmificant weaknesses in the Fund's mtsrnal control
uysterns,

3 Exoept for external podic potivities eapreasty delegatec o 1k dempnated Exterzal Avdler

1 1perading PR, SRa. LEAs and cther entitiea graved ' paragrapba B9 and il of this Checorn 38 permiced andar
appillenhle araogmuznt

Lh

11 2:2006
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r

*  Known or suspested cases of a erimina! namire invelving the Global Fund's funds,
property andfor slaff members; : )

*  Information with respect to pnr.emiai damage to the reputation of the Fund that
has been discovered, including improprieties or misconduct reposted andfor
uncovered during an engagement or investigation; and 1

* ARy impeirment of independence ar objectivity by the OIG in carTyng out
enpaIement(sh,

18, At the beginning of sach year, the OIG will prepare and submit to the Board an
Anntal Report that measures actual performance of the O1G against the Annual Plan, and
summarizess the cperations of the 015G duting the preceding vear. The report will bhe
cupied t0 the Executive Directer and will be made availasle on the Global Fund's website
through the OIG page after review by tie Board and the Executive Director. The Anngal
Keport will include informetion shown at Annex A to this Charter.

19.  The IG will provide periodic reports regarding particular investigations or sudits
to the Board or an appropriste committee (normally the FAC andior the Ethics
Committze), with due consideration to confidentiality and other important concerns, The
IG will infurm the Executive Director of such maters wisre tae IG deems it EpPIOprisle
to do so. The G will immediately bring matters % the attention of the Board andfor the
Executive Director if and whan citcumstances so raquire.

20, Reponts of partcular investigations and audits will Se made available on the
wehulte, when appropriaets,

Working Relationships and Communication

2l The (NG will foster open communication at a1l levels and strive to keep managers
and staf? advised ol i work and findings, a5 appropriate, on a timely hasis, All planped
audilfinspection essignments will bs communicated 1o munagement &t an early stage o
wllowr for theit fesdback and consultation on an gppropdete dats for the engapement, The
OIG will make maximum effort to minimize any disruption to the primary work of the
toitizection.

22 The OIG will follow the procedures and Emidelines established by the OIG, mking
into 2ecoual professional standards, when conducting interviews of discussions with
staff, maragers, and olher persons.  All interaction will be done with professionalism,
respect. ind in gond faith.

L1272 . : ]
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ANNEX A
OFFICE OF INSPECTOR GENERAL’S ANNUAL REPORT

The Annual Report will include the following:

» A description of the mission, organization, staffing and rzsources of the Office of
Inspector General, i

» A quantitadve summary of the Office of Inspector General's activities during the
petiod, including: the number of reports received throngh the hotine and other
whistleblower reporting mechanisms; and the aumber of sadits and investigations
undertaken, completed andfor pending;

* A description of any investigatiors of the Global Fund's inlernal operations end
processes, including any description of significant problems, abuses, and
deficiencies that were identifisd, and any recommendativns for cormeetive action
that the Office of Inspector General mads during the pened,

» A description of investigations of the Global Fund's external programs, including
any description of significant problems, abuses, and deficiencies thet were
identificd and any recommendations for corssetive action that the Office of
[nspector General mede during the period;

*  An identification of any significant recommendation described in & prior Annuel
Report for which comective sction has not yet been completed,

« A summary of any matters referred to relevant local law enforcement authorities
and the autcome of such referrals,

+ A description of other developments within the Office of Inspectar General
during the period including, for example, policy developments and new tools and
TES0UTEES,

+ A listing of any entities, businesses, or perscns whom the Global Funé has

decided not to retain or not w awend any grants, contracts, ar other business for &
seated period as a result of an Inspector General investigation; and

v Any other information that the Inspector Gereral destns appropriate. -
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