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2016 Budget process

Pre-budaet Identify priorities Initiative Division Re- Bu_dget
0 g 9 & initiatives 9 budgeting Q Guidance prioritization € Final
June 2-19 June 20 - July 8 July 9 — Aug 28 Aug 31 - Mid- Mid-end Oct1-0ct 16 Oct 21

Initial Draft based on « Initiative work ~ September September « Budget V1 * Final
thoughts on review of: plan & budget « MEC review of * Divisions F3 Reviews package
2016 budget . Pre-budget development initiatives, 2015 & between CFO
levels and 9 (Aug 21 Budget Gap Budget V1 and Division
staffing * Strategy deadline) . lssuance of submissions heads Nov 3
nle_e_dsd f g:?]cijt:‘sesz)rr;?t Joint Budget - Consolidation, - lterations with | * FOPC
elicited from development to Guidance review, Executive input &
Eu%get * Progress on improve analysis and Director, MEC
olders 2015 planning across production of , parioritizatio
prlorltfes DeptS BUdget V1 submission of
* Interviews Clearer links package new versions
with key staff between budget . Update
« MEC input & added value analysis,
Review gaps Budget
with Divisions package
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Development of operational expenses of the Global Fund
USD Millions
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Stabilization of budget requirements seen since 2013 maintained in 2016

Operational Expenses as a percentage of grants under management

3.5 Revised
3% pre-2015 target ratio target ratio
3 2.75%
—-~2.9 2.4%
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Global Fund budget ratios continue to perform well against comparable organisations

12%
10.2%
10%
8%
6% 2016 budget of USD 305m shows better
value formoney when compared to best 4.3%
. o
29, performerin benchmarking exercise
(+}
2%
0%
Global Fund 2016 Global Fund Best performer Average Worst performer

2013 OPEX budget benchmark for Global Fund & four comparable organisations
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The 2016 Budget funds corporate priorities, additional governance costs from
Board/AEC decisions and ongoing recurring activities

Million USD 2015 Million USD 2016
299.8 8.5 2.3
,,,,,,,, | — -
Ongoing  Initiatives 2015 Ongoing New 2016  Short-Term  poarg/AEC  Proposed
activities  directly related budget activities priorities ~ Projects directly  jecisions 2016
to corporate (lasting) related to budget
priorities corporate
priorities
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Underspending by Secretariat in 2014 and 2015 has created
flexibility to invest in critical projects in 2016 while remaining within
the 2014-2016 opex allocation of 900M$

The incremental budget will fund
« Significant investments in priority initiatives requiring
$305m additional resources:
$300m* [ = == === oo = B0 = = - = « Accelerated Integration Management
- $(14)m: « Risk and assurance
- ZBB, Staff engagement & development
* Incremental requirements driven and approved by
Governance bodies

* Budget remains within headroom from $900m allocation

Cumulative total (est.) 2014-2016: $887m

« Zero-based budgeting in 2016 will ensure costs remain at a
sustainable level for next allocation. Methodology is being
tested with 4 pilot teams in 2015.

*Allocation
average

per year 2014 2015 2016
Actual F3 Budget
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Budget 2016 Initiatives

Total Initiatives: ~31M$ Total Initiatives: ~31M$
Staff engagement and 2016 Initiatives 2016 Short-term Projects vs
development, 0.6 e colaboraton and New 2016 lasting priorities
roject management, 0.3 .
ek g Short-term Projects:

Broaden partner
engagement through ZBB, 0.7 Grant management platform
communications, 0.7 (AIM), 5.0

8.5M$
New 2016
lasting
priorities:
22.5M$

SIID Data initiatives, 2.5

Strengthen donor Staff engagement and
development, 0.6

engagement & domestic
financing, 1.0
ZBB, 0.7
New strategy, 1.2
Systems, 4.6
RSHH, 1.2

Absorption, 3.3
1.8

Risk & assurance, 2.2
Grant management
platform (AIM), 5.0

Supply chain strategy, 1.5

CRG operationalization, 1.7

Differentiate,

Risk & assurance, 2.2 E-marketplace, 2.6
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USD ~31 million will be allocated to projects that directly support
the 5 corporate priorities for 2016 approved by the MEC

2016 corporate priorities 2016 Budget (USD millions)

e - o . W BoPEx
Optimize funding implementation 2.0, T ICAPEX

for maximum impact

Develop and Implement the Global

Fund strategy

e Engineer a successful
replenishment H i
o Improve data and systems 12.4 5:
e Staff engagement and . : : : 06
development I '
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2016 budget continues to be well aligned with the
lifecycle of the grant portfolio and strategic needs

USD millions Allocation of OPEX budget
Global Fund Strategy 2015 2016

63 48 Driven by a shift in
operations from grant
development towards grant
implementation

1 Invest more strategically }
2 Evolve the funding model

3 Actively support grant
implementation success

Strategic
objectives

4 Promote and protect 112 Slight increase in SO 4 due to development work in
human rights preparation for the roll out of the 2017 Strategy
S Sustain the gains,
mobilize the resources 10 12 small increase in SO 5 due to Replenishment preparations
1 Enhance partnerships to Work with partners remains central: minor reduction
deliver results 4013 in SE1 is due to the end of the partnership fora and

strategy consultations

2 Transform to improve TGF

governance, operations and 82 86 Increase in SE 2 due to increased IT costs, the
fiduciary controls establishment of a project management &
integration function & Board decisions on

governance

Strategic
enablers
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2016 budget by function

Variances Variances
o F32015 @ 2016 Budget F3 2015 vs 2015 2016 Budget vs
Division spot rate Budget F3 2015
kUSD kUSD kUSD % kUSD %

General Management * 4,355 4777 436 11% 421 10%
Operations 169,524 172,465 (340) (0%) 2,941 2%
Support Functions 98,070 99,976 (682) (1%) 1,907 2%
OIG 15,217 16,316 (1,221) (7%) 1,099 7%
Governance 6,715 6,642 (475) (7%) (73)  (1%)
Non-recurring costs T 1,785 4,812 (1,872) (51%) 3,027 170%

Total operating costs 295,666 304,989 (4,155) (1%) 9,323 3%

* Increase in General management in F3 2015 related amongst other to Ombudsman and Board appeal transferred from HR, increase in Budget 2016 related to Ethics Office
t Non-recurring costs represent HR costs (such as maternity, sickness cover etc..) not attributed to divisions and other “one-off” items such as restructuring costs and
provision releases. The lower costs in 2015 reflect a one-off provision release for LFA costs.
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Proposed 2016 budget by nature of cost

Variances

F32015 @ 2016 2016 Budget vs F3

Nature spot rate Budget 2015

kUSD kUSD kUSD %

LFA costs 54,000 55,000 1,000 2%
CCM Costs 9,500 9,500 0 0%
Costs Secretariat 230,381 235,677 5,296 2%
Staff 132,234 140,979 8,745 %
Professional fees 43,815 39,241 (4,574)  (10%)
Travel 21,033 20,274 (759) (4%)
Meetings 3,502 3,634 132 4%
Communications 1,504 2,270 766 51%
Office Infrastructure 23,735 25,668 1,933 8%
Board Constituency 1,000 1,000 0 0%
Depreciation 3,999 6,004 2,004 50%
External Co-Funding (441) (3,393) (2,952) 670%
203881f  300177] 629 2%
Non-recurring costsT 1,785 4,812 3027 170%

Total operating costs 295,666 304,989 9,323 3%

t Non-recurring costs represent HR costs (such as maternity, sickness cover etc..) not attributed to divisions and other “one-off” items such as restructuring costs and
provision releases. The lower costs in 2015 reflect a one-off provision release for LFA costs.
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Breakdown of 2016 budget by core Global Fund activity

Million USD
Share of budget 2016 by function

Total 100% = USD 305.0 millions

Grant Management
LFA Cost of control

and assurance:

Risk 2504

and OIG

8%
Office rental SIib

External Relations

Support functions

1  Grant Management includes all Grant Management division except LFAs fees
2 Support Functions and governance departments include: Communications, Legal, Finance, IT, Governance, HR, Sourcing, Administration, ED office and Central reserves (HR); it excludes
the Risk department
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Decision Point (Slide 1 of 2)
GF/B34/DP05: 2016 Corporate Work Plan and Operating Expenses Budget

1. Based on the recommendation of the Finance and Operational Performance
Committee (the “FOPC”), the Board approves the following:

a. Corporate Work Plan and Budget Narrative 2016, as set forth in
GF/B34/13; and

b. 2016 Operating Expenses Budget up to the amount of USD 305.0 million,
as set forth in GF/B34/14 (the “2016 OPEX Budget”), which includes USD
16.3 million for the Office of the Inspector General’s 2016 operating
expenses based on the recommendation of the Audit and Ethics
Committee.
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Decision Point (Slide 2 of 2)

2. The Board requests the Secretariat to include in its periodic reporting to the
FOPC on budget matters:

a. The foreign-exchange impact on the 2016 OPEX Budget, as requested by
the Board in 2010 (GF/B22/DP18), tracked against budget rate;

b. Budgetary variations by type of expenses; and

c. Progress updates on the priority projects and activities outlined in the
2016 OPEX Budget.

3. The Board notes operating expenses over the 2014 — 2016 period, including
the 2016 OPEX Budget, remain within the USD 900 million reserved for
operating expenses at the time the Board approved the resources available
for allocation over the 2014 — 2016 period.
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