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Board Information 

Purpose of the paper:  This report is provided to the Board for review pursuant to a decision of 
the Board at its Thirty-Second meeting (GF/B32/DP04) and contains background information 
and an updated table regarding the status of non-compliant expenditures identified by the 
Office of the Inspector General (“OIG”) as of 31 December 2021, as well as recoverable 
amounts identified in the due course of grant management operations as at 31 December 
2021. The OIG reports independently to the Board on the Secretariat’s progress on matters 
related to recoveries.  
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Executive Summary 

Context 

This information paper provides a report on the status and trends of non-compliant 
expenditures and recoveries for the period ended 31 December 2021.  

The Global Fund maintains a zero-tolerance approach to fraud and corruption. Where 
irregularities or misuse have materialized, swift and appropriate action is taken to address 
the underlying weaknesses and seek recoveries as appropriate. 

Input Sought & Received 

This is an information paper and there are no specific actions required for the Board, 
Board Committees, Secretariat and OIG. 

Questions this paper addresses & Conclusion 

Oversight of recoverable amounts (OIG & non-OIG) as at 31 December 2021 and historical 
background 

OIG Recoverable Balance - The total outstanding OIG recoverable balance at 31 
December 2021 is US$ 3.3 million (2020 – US$ 1 million), net of commitments to repay. The 
OIG recoverable amounts of US$ 1 million reported at 31 December 2020 were either fully 
recovered or commitments to repay have already been entered into. In 2021, the increase 
in OIG recoverable balance is mainly driven by new cases, namely US$ 3.1 million for 
Nigeria, in relation to the Chemonics case. The total outstanding OIG recoverable balance, 
net of written commitments to repay, demonstrates resolution of 99% of the aggregate 
recoverable amount since the inception of the recoveries process.  

Non-OIG Recoverable Balance – At 31 December 2021, the non-OIG recoverable balance, 
net of written commitments to repay, stands at US$ 17.1 million, representing a drop of US$ 
3.2 million compared to the 31 December 2020 net recoverable balances of US$ 20.3 
million. The drop in the net recoverable amount in 2021 is mainly driven by both an increase 
in the actual cash refunds as well as an increase in the written commitments to repay, which 
demonstrates better turnaround of cases from a net recovery perspective.  

Recovery outlook & process improvement 

The outbreak of the COVID-19 pandemic since the second quarter of 2020 caused 
disruptions of economic activities with a negative impact on the economic situation of 
implementing countries. At the same time, the Global Fund substantially scaled up New 
Funding Model (NFM) 3 investments and embarked on COVID-19 financing in the context 
of an emergency environment. The change in operating environment gives rise to the 
enhanced inherent risk of incentive for fraud and misuse of resources at country 
implementer level, bearing in mind disruptions impacting the effectiveness of assurance 
functions. With the expected increase in recoverables and hence greater use of the recovery 
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process for resolution of recovery cases, improvements on the recovery management 
process are currently underway. 
 

Report 

Introduction 

1. The Global Fund is fully committed to the principles of transparency and accountability. 
To fulfill this commitment, the Global Fund works, through its risk management and 
assurance processes, to expose irregularities and misuse of resources. Key measures 
are dedicated towards prevention but where irregularities or misuse have materialized, 
action is taken to address the underlying weaknesses and seek recoveries as 
appropriate. 
 

2. The Global Fund maintains a zero-tolerance approach to fraud and corruption and aims 
to take swift and appropriate action when cases of misuse of funds are identified. The 
Global Fund will continue to ensure that all identified irregularities are communicated 
responsibly and in a timely manner to the Board and to other stakeholders.   
 

3. Reports on amounts identified as a result of various compliance issues and on the 
Secretariat’s efforts to seek refunds from implementers should be read in full awareness 
of the context and broad environment within which the Global Fund operates. 
Specifically, the Global Fund works in countries where governance, programmatic and 
oversight capacities are often weak, which carries inherent financial and programmatic 
risks. 
 

4. Table 1 presents the detailed country-by-country data for OIG-reported open cases as 
of 31 December 2021. 

 
5. Table 2 presents a summary of recoverable amounts identified in the due course of grant 

management as of 31 December 2021 for non-OIG open cases. 
 

6. Table 3 presents a summary of OIG audit and investigation reports as of 31 December 
2021 in which supporting documentation at the time of the reports was deemed 
insufficient to arrive at final recoverable amounts and follow-up work is still ongoing to 
determine such amounts. 
 

7. Recoverable amounts are recorded in the Global Fund’s financial statements in 
accordance with International Financial Reporting Standards (IFRS). The net 
recoverable amounts in this report may be different from those presented in the financial 
statements due to the accounting method adopted to comply with the requirements of 
IFRS. For instance, estimated credit losses, impairment, and revaluation gains on foreign 
exchange are not captured in this report. Also, the OIG may release an investigation or 
audit report that is promptly reflected in this report but converting the findings into a 
demand letter (which is then booked in the financial statements) may not take place until 
after the reporting period and may also reflect adjustments based on recommendations 
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by the Recoveries Committee and approval by the Executive Director. It should be noted 
that the financial statements reporting on losses and recoveries uses the exact same 
underlying data as that presented within the tables below, and that a formal reconciliation 
process is implemented and validated. 

Current Status 

 
Oversight of OIG recoverable amounts at 31 December 2021 

8. When the OIG publishes audit or investigation reports that include the identification of 
non-compliant expenditures, the Secretariat identifies an appropriate amount to recover, 
taking into account the Global Fund’s legal right to recover, Global Fund policies and 
procedures, the financial loss to the program, relevant business and political implications, 
and the specific facts of the case, and engages in a process to seek recovery of such 
amount. All OIG recoverable amounts are approved by the Executive Director, upon the 
recommendation of the Recoveries Committee. 
 

9. With respect to open OIG investigation reports, the Secretariat uses as a starting point 
the proposed recoverable amount indicated by the OIG in the investigation reports rather 
than the total non-compliant amount, given that the total non-compliant amount includes 
amounts that may not be recoverable because, for example, the associated services or 
goods have been delivered to the grants.  
 

10. As OIG audit reports typically do not include a proposed recoverable amount; the 
Secretariat, with input from the OIG, determines the appropriate recoverable amount 
based on the content of the OIG audit report. This recoverable amount is then presented 
for the Recoveries Committee’s review and subsequent recommendation to the 
Executive Director for approval. 
 

11. The total outstanding OIG recoverable balance, net of written commitments to repay, 
increased from US$ 1 million at 31 December 2020 to US$ 3.3 million at 31 December 
2021. Of note that the US$ 3.3m mainly relates to new OIG recoverable amounts for the 
supplier Chemonics in relation to Nigeria grants for which the amounts were determined 
by the Executive Director following recommendations of the Recoveries Committee in 
May 2021, and for which demand letters were issued in June 2021. Therefore, the 
previous OIG recoverable amount of US$ 1 million reported at 31 December 2020 were 
resolved through repayments and commitments to repay.  
 

12. At 31 December 2021, written commitments to repay for open OIG recovery cases 
amount to US$ 0.7 million and relate to: (i) Sierra Leone for US$ 0.6 million; and (ii) US$ 
0.1 million for Central African Republic. Compared to the previous period at 31 December 
2020, the written commitment to repay for Sierra Leone is new and was finalized in 2021. 
Despite occasional delays in transferring funds as per a country’s contractual obligations 
to the Global Fund, it is unusual for repayments not to be received. Nonetheless, it should 
be noted that there is still residual credit risk until such time as the amounts due are fully 
settled.  
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13. Graph 1 below illustrates the evolution of the total gross amount deemed recoverable 
(OIG Cases), the net recoverable outstanding amounts, and the evolution of 
commitments to repay.  

 
 
14. Turnaround times for new cases continue to improve compared to ‘legacy’ cases, i.e., 

pre-2014. For instance, cash recovery in 2021 for OIG cases stands at US$ 1.1 million, 
which is an improvement to collection for the similar comparative period at 31 December 
2020 US$ 0.8 million.  

Oversight of non - OIG recoverable amounts at 31 December 2021 

15. Non-OIG recoverable amount data is collected each quarter from Country Teams and 
offers a snapshot of a rolling total. If they are not resolved within specified timeframes, 
these instances are reported to the Recoveries Committee for their review and 
recommendation in accordance with guidance provided to Country Teams.  
 

16. As of 31 December 2021, the non-OIG aggregate outstanding balance, net of written 
commitments to repay, amounted to US$ 17.1 million (US$ 20.3 million at 31 December 
2020). 
 

17. There are six countries that account for approximately US$ 12.9 million or 76% of the 
total net outstanding amount due, as follows: 

 

 COUNTRY US$ 

1 Guinea  4,866,904 

2 Tanzania 3,062,068 

3 Mozambique 2,154,337 

4 Chad 1,022,848 

5 Pakistan 940,504 
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OIG Recoverable Trend
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6 Cameroon 863,984 

  12,910,645 

 % of Total Non-OIG recoverable 76% 

 
18. The graph below illustrates the evolution of the total gross amount deemed recoverable 

(all non-OIG cases) and the net recoverable outstanding amounts for the previous six 
years. 
 

 
 
 
19. Since December 2020, the trend depicts an increase in gross recoverable amounts (+ 

US$ 3.4 million in 2021) to reach US$ 27 million at 31 December 2021. On the other 
hand, there is an inverse trend for net recoverable amounts (- US$ 3.2 million in 2021) 
reaching US$ 17.1 million at 31 December 2021. The inverse trend for the net 
recoverable amount being mainly explained by higher level of written commitments to 
repay in 2021 (US$ 9.6 million in 2021 compared to US$ 3.1 million in 2020). This is 
driven by two material recovery cases for Mozambique and Democratic Republic of 
Congo for which net commitment to repay of US$ 5.9 million was finalized.  
 

Write Offs in 2021 
 
20. The Recoveries Committee approved seven cases of write offs for fairly small amounts 

across multiple grants (all non-OIG) during the reporting period from January to 
December 2021 for a total of US$ 266,806 after having considered that: (i) it was 
impracticable to recover the amounts; (ii) all other forms of recovery and leverage were 
extinguished; and in some cases where the potential costs of recovery would outweigh 
the recoverable amount. 

 
2 :1 Allocation Reduction 
 
21. The year ended 31 December 2021 saw six applications for a 2-for-1 allocation reduction 

for a total amount of US$ 11,058,320 (original recoverable amount of US$ 5,529,160) 
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which the Executive Director has approved following recommendations of the 
Recoveries Committee, on the basis that: (i) the recoverable amounts were long 
outstanding; (ii) all other forms of recovery and leverage were extinguished; (iii) a write-
off was not considered appropriate; and (iv) the impact of a 2-for-1 allocation reduction 
would not have substantial programmatic disruptions. Of note that the 2-for-1 allocation 
reduction all related to non-OIG recoverable cases. 
 

22. Accordingly, it is important that there is adequate visibility for the cases in which it was 
concluded that there was no better option but to apply the 2-for-1 allocation reduction 
approach, which is why the allocation reductions that occurred during the year ended 31 
December 2021 are described in the following paragraphs. 
 

23. Ghana (non-OIG) 
 
The 2-for-1 allocation reduction of US$ 5,001,194 was approved in relation to recoverable 
amounts of US$ 2,500,597 for: ineligible tax expenses incurred; ineligible grant 
expenditures; and outstanding balances on the Ghana Central Medical Store Fire 
Agreement. As these relate to long outstanding recoverable amounts for which all possible 
avenues of recoveries were exhausted, the 2-for-1 allocation reduction was approved and 
applied to the 2020-2022 allocation. 

 
24. Chad (non-OIG) 

 
The 2 to 1 allocation reduction of US$ 4,754,456 relate to recoverable amounts of US$ 
2,377,228 dating back to NFM 1 and previous periods Because these were long outstanding 
recoverable amounts and all avenues of recoveries were exhausted, while taking into 
account the change in PRs, the 2-for-1 allocation reduction from the 2020-2022 allocation 
was approved. 

 
25. Thailand (non-OIG) 
 
The 2 to 1 allocation reduction of US$ 813,070 was approved in relation to ineligible VAT 
payments of US$ 406,535 for the period from 2015 to 2017 and implemented by the 
Department of Disease Control (PR), a continuing PR. The PR, who is a government 
agency, is not VAT exempt as confirmed by the department of revenue and indicated they 
will not reimburse the ineligible amounts. The CT has extinguished all possible channels of 
recovery and in this context, a 2 to 1 allocation reduction from the 2020 - 2022 allocation 
was approved as a last resort measure. 

 
26. Nepal (non-OIG) 
 
The 2 to 1 allocation reduction of US$ 412,128 relate to recoverable amounts of US$ 
206,064 for non-compliant expenditures and unrefunded cash balances dating back to 2015 
when three grants with the Government of Nepal ended. Because these were long 
outstanding recoverable amounts and all avenues of recoveries were exhausted, while 
taking into account the change in PR, the 2 to 1 allocation reduction from the 2020-2022 
allocation was approved and applied. 

 
27. Tajikistan (Non-OIG) 
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The 2 to 1 allocation reduction of US$ 72,430 was approved in relation to recoverable 
amounts dating back to 2018 for an amount of US$ 36,215, where the PR failed to reimburse 
the Global Fund after all reasonable avenues for recovery were exhausted. As there was 
going to be a change in the PR, the 2 to 1 allocation reduction was applied to the next 2020-
2022 TB allocation cycle as a last resort measure.   

28. Albania (Non-OIG) 
  
The 2 to 1 allocation reduction of US$ 5,042 was approved in relation to recoverable 
amounts of US$ 2,521 and was in relation to a previous implementation period from 1 
January 2017 to 31 December 2019 and arose from a previous SR which has been replaced. 
All forms of attempts to recoveries were extinguished and the 2 to 1 allocation reduction 
from the next 2020-2022 implementation period was approved as a last resort measure. 

Recovery outlook & process improvement 

 
29. While significant progress was achieved over the past years on recovery management 

process, the evolving environment in which The Global Fund operates now requires an 
adaptation of the process to address the evolution of the following identified risks, some 
of which are material in nature: 

 
a. The outbreak of the Covid pandemic since the second quarter of 2020 has caused 

disruptions of economic activities with a negative impact on the economic situation 
of implementing countries of Global Fund grants. The resulting assurance 
mechanism function have been impacted because of the pandemic giving way for 
the increased inherent risk of incentive for fraud and misuse of grant funds. 
 

b. Significant scale up of NFM 3 investments compared to NFM 2 cycle. The increase 
in funding from the Global Fund to implementers in the challenging economic 
environment comes with the potential risks of fraud and ineligible expenditure at 
implementer and service provider level, along with an expected increase in the 
number of transactions in areas such as procurement, training, supervision and 
travel related costs more specifically where high level of assurance is difficult to 
achieve 
 

c. With the Global Fund having already embarked on an ambitious Covid 19 funding 
program with US$ 3.2 billion of approved awards in 2021, the risk of misuse of funds, 
ineligible expenditure becomes even more relevant as the nature of C19RM funding 
and investments are in many aspects different in nature from the normal HTM and 
RSSH funding. As a result, greater use of the recovery management process is likely 
with the expected increase in potential recoverables. 

 Improvement to the recovery management process 
 
For all the above reasons, it was imperative to adapt the recoveries management 
process and leverage it to proactively identify early warning signs that can prevent the 
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occurrence of recoverables. The improvements started back in 2020 and has now 
reached an advanced stage.  
 
The process improvements aim to mitigate the above-mentioned risks while taking into 
account the evolving operating environment of the Global Fund. The main process 
improvements comprise of the following key milestones: 

a. The new OPN, RACI & Procedures on recoveries management process was 
approved by EGMC on 22 December 2021, and is due for formal roll out and 
application starting May 2022. This new OPN is an update from the old 2017 OPN 
on recoveries and sets out the responsibility and accountability framework as well 
as clearly defined timelines at every stage of the recovery management process, 
which will enhance timely identification, monitoring, exception reporting and 
resolution of recovery cases. 
 

b. Intermediate systems improvement to align to the new OPN and to introduce 
tracking and follow-up mechanisms to monitor timeliness of issue of demand letters 
and report non-compliances through aged listing reports are currently under 
development and expected to be ready for roll out in May 2022.  

 
c. Introduction of an end-to-end systems-based recoveries that aims to captures all the 

stages of the recovery process under one roof with minimal “offline” intervention. 
This will enhance timely recording, monitoring, follow-up, exception reporting and 
resolution of recovery cases. The objective of the end-to-end process is to also allow 
more efficient use of available data on recoveries for analytics, determining trends 
on recoveries and nature of recoveries and provide early warning signals on specific 
risks related to recoveries which will enable timely action to be taken. The end-to-
end systems-based recoveries process is currently under development phase now 
that the design has been approved. 

 

d. In addition, a formal process was introduced in 2021 where the Recoveries 
Committee makes recommendations to include recovery related grant conditions in 
the grant agreements for new funding approval of grants which comes for GAC 
approval, the objective being to have the Principal Recipients formally 
acknowledging outstanding recoveries and committing to repay. This has led to an 
increase in written commitments to repay in 2021- US$ 10.3 million (US$ 3.2 million 
at 31 December 2020) for both OIG & Non – OIG recoverable amounts.
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Table 1: Recoveries Committee OIG cases with outstanding recoverable amounts as of 31 December 2021  
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Table 2: Recoverable amounts identified and submitted to the Recoveries Committee in the ordinary course of grant management operations 
outstanding as of 31 December 2021 
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Table 2: Recoverable amounts identified and submitted to the Recoveries Committee in the ordinary course of grant management operations 
outstanding as of 31 December 2021 
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Table 2: Recoverable amounts identified and submitted to the Recoveries Committee in the ordinary course of grant management operations 
outstanding as of 31 December 2021 
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Table 2: Recoverable amounts identified and submitted to the Recoveries Committee in the ordinary course of grant management operations 
outstanding as of 31 December 2021 
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Table 2: Recoverable amounts identified and submitted to the Recoveries Committee in the ordinary course of grant management operations 
outstanding as of 31 December 2021 
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Table 3: OIG audit & investigation reports pending for the Recoveries Committee as of 31 December 2021 
This table reconciles and provides supporting explanations for amounts reported by the OIG but which require additional work in order to arrive at a final 
recoverable amount.  

Country OIG 
Report 
Issue 
Date 

OIG Reported 
Potential 
Recoverable 

Reclassified 
Amount 

Current 
Recoverable 
Amount 

Amount 
Still Under 
Review 

Status 

Pakistan 01 April 
2021 

US$ 
1,171,589 

- US$ 
1,171,589 

- In December 2021, the RC agreed that the Country Team will 
hold off the issuance of the demand letter pending the ongoing 
court litigation. 

Reclassified amount: The amount of expenditures previously identified as non-compliant that have been reclassified as compliant following further review by 
the Secretariat in conjunction with the LFA and OIG. 

Current recoverable amount: The amount of expenditures previously identified as non-compliant that are confirmed as non-compliant following further review 
by the Secretariat in conjunction with the LFA and OIG. 


