Q) The Global Fund

To Fight AIDS, Tuberculosis and Malaria

Innovative Financing of the Global Fund

Debt2Health
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What is Debt2Health?

* Innovative program converts debt service payments into
new investments in health

« Debt swap using existing Global Fund systems for
disbursement and results

« Trilateral agreement
 |Increases international & domestic resources for health
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The Mechanism

Creditor eneficiar

Debt cancellation

Counterpart
Payment(s)

lobal Fu

Funding of grants based on
Performance based funding system
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Incentives for the Beneficlary

 additional funding committed to the fight against AIDS,
tuberculosis and malaria

 debt stock reduction

« possible discount on the convertible amount
e payment in local currency

 political visibility as donor/ co-financier
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Incentives for the Creditor

* Increased ODA through debt cancellation
 claim that might not be recouped

« aid harmonization/ Paris Declaration (low transaction
COsSts)

* resources for health
 Political (bilateral) visibility
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From Sourcing to Implementation

Exploration

» analysis of debt stock &
debt policies

> source of counterpart
payment

» consultation with CCM &
civil society, other
donors, UN partners

> interest by beneficiary

» formal offer to kick off
negotiations

Offer

from creditor directly to
beneficiary via diplomatic
channels
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Negotiation

» formal offer received by
beneficiary government

» local consultations
(among ministries
or through
inter-ministerial task
forces, sometimes
includes official bilateral
government
consultations

Debt2Health Agreement

Bilateral

Consolidation Agreement

or equivalent
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Implementation

» signature of
documents

» execution of
Contribution Agreement
between beneficiary
country and IBRD
regarding counterpart
payment
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Value of the Global Fund in D2H

« up-front debt cancellation

« demand-driven programming
« country ownership

« performance-based funding
* Independent audit
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The Opportunities

 Bilateral official claims (concessional & non-
concessional) that have not been subject to Paris Club
agreements without limits.

 Bilateral official claims (concessional & non-
concessional) that have been subject to Paris Club
agreements within “Houston terms”.

* Non-performing commercial claims on non-HIPCs.
« Commercial and bilateral official claims on HIPCs.
« Remaining multilateral claims on HIPCs.
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Results to date

* Framework Agreement with Germany for €150 million. First D2H creditor

* First Debt2Health Agreement signed in September 2007 with Indonesia for
€50 million with a 50% discount rate

« Second Debt2Health Agreement signed in November 2008 with Pakistan for
€40 million with a 50% discount rate

« Australia joined the initiative and became the 2" creditor in May 2009.

« Third Debt2Health Agreement signed in July 2010 with Indonesia and
Australia for A$ 75 million with a 50% discount rate

* In September 2010, Germany signed a forth Debt2Health agreement with
Cote d’lvoire for €19 million with a 50% discount rate.

* InJune 2011, Germany, Egypt and the Global Fund signed an agreement for
€6.6 million with a 50% discount to benefit malaria activities in Ethiopia.

» Discussions with other Creditors on-going
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Debt2Health Is Supported by:

B [LLe ME LINDA * Bundesministerium fiir .
GAT ES foundation I wirtschaftliche Zusammenarbeit

und Entwicklung

ZUNAIDSE &

JOINT UNITED NATIONS PROGRAMME ON HIV/AIDS
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