TERMS AND CONDITIONS FOR THE
DEVELOPMENT AID PROGRAM



1.

Definitions

“Advance Payment” means payment, specifically provided under an
agreement/arrangement that is made prior to the fulfilment of the performance obligations,
as stipulated in the agreement/arrangement, that demonstrates that the criteria are met
to justify the payment.

“‘Appeal” means a tool used by aid organizations to plan, coordinate, fund, implement and
monitor their activities in major sudden onset and/or complex emergencies that require a
system-wide humanitarian response.

“‘Applicant” means an entity or individual that has applied for the Program.
‘EUSMS” means EUSMS gGmbH and its successors and assigns.

“Executing Agency” means an entity contracted by EUSMS to support and/or implement
a development initiative that is funded under the Program.

“Fiduciary Risk” means the risk that funds may not be used for their intended purposes,
may not be properly accounted for; and/or, goods and services delivered are not
commensurate with funds transferred.

“In-kind Contribution” means a contribution provided by the Recipient to the project in
the form of goods or services to which a dollar value can be attributed, that would
otherwise be purchased and paid for by the Recipient to achieve the project results. The
cost of goods and services contributed in-kind must be eligible under the
agreement/arrangement and must be recorded at a fair value, as agreed to by EUSMS.

“Program/project” means an initiative or a group of activities for which approval has been
obtained which may result in one or more financial instruments being entered into. For
the purpose of this document, the terms “program” and “project” are synonyms.
Nevertheless, in the broader context, the EUSMS Development Aid Program is a single
“Program” which is governed by these Terms and Conditions.

“‘Recipient” means an entity or individual that either has been authorized to receive or
has received a monetary payment or a transfer of goods, services or assets under the
Program. In these Terms and Conditions, the terms “initial Recipient” and “ultimate
Recipient” may be used to distinguish actors taking part in the Program.

“Terms and Conditions” means these Terms and Conditions for the Development Aid
Program.

“Transfer Payment” is a monetary payment, or a transfer of goods, services or assets
made, on the basis of an appropriation, to a third party, that does not result in the
acquisition by EUSMS of any goods, services or assets. Transfer Payments under the
Program are categorized as grants or contributions and do not include investments, loans
or loan guarantees.

Effective Date

These Terms and Conditions took effect on 13.03.2025.

Purpose



4.1

4.2

The purpose of these Terms and Conditions is to establish the general terms and
conditions for the Program established by EUSMS. Details of the Program can be
accessed on the EUSMS website.

Financial Instruments

EUSMS administers the Program and any funds which are granted by donors/partners for
the Program through grants and contributions (each a “Financial Instrument”). The
choice between a grant and a contribution is determined by the legal status of the
Recipient and the nature of the investment initiative, as well as the degree of assurance
and oversight deemed necessary to achieve the results and safeguard the use of
resources in a manner that is sensitive to risks.

Grants

Grant agreements / arrangements are used when the eligibility criteria and information
obtained from the Recipient before a payment is issued provide assurance that the grant
will be used for the purpose for which it is being provided. Generally, Recipients are
established organizations or persons with solid financial structures that maintain
appropriate resource capacities, have a proven record of accomplishment for delivery of
programs or projects, and have risk management and results reporting structures
acceptable to EUSMS.

Contributions
4.2.1 Contribution Agreements / Arrangements

Contribution agreements / arrangements are conditional Transfer Payments
generally used to contribute to approve proposals from eligible Recipients. They
are appropriate when EUSMS deems it necessary to monitor progress and results,
receive an accounting of the use of funds from the Recipient, and have the right to
carry out a Recipient audit or to request some other type of certification or audit
assurance from the Recipient. Contribution agreements / arrangements may
include specific provisions when the risk associated with the Recipient
implementing the program or project can be managed by additional oversight.

4.2.2 Procurement Contracts

EUSMS can enter into procurement contracts as the contracting authority for
acquisitions in support of a development initiative under the Program or its
implementation. Such contracts are entered into either with a suppiler where the
acquired goods or services will be delivered directly to Recipients.

4.2.3 Technical Assistance
EUSMS may enter into technical assistance agreements / arrangements with the
Recipient where EUSMS will provide technical support or advice to the Recipient
in support of a development initiative under the Program. EUSMS may also
mobilize staff to work with the Recipient in such development initiative.

4.2.4 Administrative Arrangements


https://eusms.org/

4.2.5

Administrative arrangements are entered into where EUSMS collaborates with
government departments or other organizations/institutions to obtain expertise or
capacity to support program delivery.

Letters of Agreement
Letters of agreement are used where EUSMS deems appropriate to compensate

an individual, organization or institution for the eligible expenditures they will incur
(e.g. the travel costs of a volunteer speaker).

5. Eligible Recipients

5.1 Recipient eligibility and entitlement criteria established in these Terms and Conditions are
not exhaustive. Where narrower focus is necessary to reflect specific initiative or project
objectives, guidelines may be more restrictive.

5.2 Eligible Recipients are:

individuals that have a legal capacity recognized by law, and that are capable of
delivering aid activities;

entities (including individuals) that have a legal personality recognized in domestic
and/or international law, other than all levels of any government, and that are
capable of delivering aid activities;

community-based organizations and associations, capable of delivering aid
activities;

all levels of national government, including their institutions, organizations and
agencies;

provincial, territorial, county and municipal governments, including their
institutions, organizations and agencies;

state corporations and their subsidiaries, where funding is for a specific program
or project.

5.3 Excluded from eligibility is any Recipient:

whose financial position is demonstrably unsound and for which no reasonable
risk mitigation strategy in regards of achieving results exists;

whose record of accomplishment and/or provided documentation fails to
demonstrate their capacity to implement the project;

whose objectives or aims are not compatible with EUSMS’s policies or the
Program’s objectives; or

who has been deemed as ineligible by domestic and/or international law.

6. Eligible Expenses

6.1 EUSMS may enter into a Financial Instrument where resulting activities are consistent
with the purpose and objectives of the Program, and are primarily for the benefit of the
community. More precisely:

to assist in planning (e.g. conceptualization, feasibility studies, specifications or
design) of programs or projects;

to assist the Recipient in the implementation of a program or project, which
includes strengthening its financial management capacity and ensuring its
understanding of the terms and conditions of the agreement/arrangement;

to assist in monitoring, evaluation and/or audit of programs or projects;

to provide institutional support;



6.2

6.3

6.4

6.5

7.1

7.2

7.3

e to contribute to or fund specific programs or projects submitted to respond to
EUSMS’s policies and the Program’s objectives;
to contribute to or fund Appeals of Recipient organizations;

¢ to implement program-based approaches.

The Recipient’s eligible expenditures will normally consist of the following:

e cost of goods, such as commodities, and all related shipping or transportation
costs;
cost of services, such as salaries and benefits and/or specific per diem fees;
cost of equipment and related installation or maintenance;
cost of overhead expenditures as agreed to by EUSMS; and
other actual or reasonable expenses, duly described in the Financial Instrument.

Expenses incurred to build or strengthen an eligible Recipient's knowledge of
development issues, or to identify development needs and strategies, may be charged to
the Program where they are primarily for the benefit of the community. Examples of such
expenditures incurred by the Recipient are:
e analysis and research for the development of specific programs, specific
programming frameworks, and program and sectoral strategies;
¢ knowledge-building activities including policy research and development,
information dissemination, and support for Recipient participation in conferences,
meetings, training and negotiations;
e joint initiatives related to sector-wide approaches, trade and development issues;
¢ Organisation for Economic Co-operation and Development - Development
Assistance Committee studies on international development.

A Recipient’s costs to support delivery of a EUSMS-funded program or project implicating
further distribution of funds to ultimate Recipients will be charged against the Program.

Also eligible is an amount under a procurement contract funded by the Program, where
such an amount represents best value, established by one of the following:

e acompetitive process;

e in accordance with normal commercial practices;

e negotiated standard based on any EUSMS guide for rate validation in non-
competitive service contracts or reasonable rates for local costs in keeping with
local market conditions; or

e other means deemed appropriate.

Funding and Limits

EUSMS operates under unpredictable situations and all of the Program’s grants and
contributions are subject to availability of donor funds for the Program. This makes it
difficult to reasonably determine the availability or sustainability of funds or maximum
amount payable to a Recipient annually or in total, or the availability or sustainability of
funds or maximum payable with respect to any initiative or project.

EUSMS funding under a grant or contribution agreement/arrangement will not exceed one
hundred percent (100%) of the total eligible expenditures for a project.

EUSMS also takes into account other sources of funding available to the Recipient
including funding received from:

e international development organizations;
e other donors;



7.4

7.5

7.6

8.1

8.2

9.1

9.2

e any government and its regional institutions;
e the private sector; and
e the Recipient.

The amount of a proposed grant or contribution must consist of the minimum required to
further the attainment of the objectives of the Program, initiative or project and expected
results. For such purposes, EUSMS will examine all project proposal budgets before
approval and at various points of the project life cycle, to ensure that only necessary funds
are made available.

All sources of funding (monetary or In-kind Contributions) made toward a project must be
considered.

Recovery of Excess Funds

At any time during the project life cycle, if it becomes clear that a Recipient has received
more funding than required to meet the original project objectives, EUSMS will proceed
with one or a combination of the following actions:

e require the Recipient to repay the excess of the funds received from EUSMS;

¢ withhold amounts from any outstanding payment;

e expand the project to meet further Program objectives or other EUSMS obijectives.

Calculation Method

The amount of a grant or contribution consists of the estimated costs necessary to meet
the objectives of the project. A project may require entering into several Financial
Instruments. EUSMS uses various tools and resources (e.g. evaluation grids, checklists,
internal or external expertise) to determine the amount of each Financial Instrument.

Prior to entry into a Financial Instrument, which will result in an expenditure of Program
funds, the funding decision must be analyzed and clearly documented. The depth of
analysis carried out should be appropriate for the dollar value and complexity of the
project and related risks.

Funds Management and Basis of Payment
Grant Agreements / Arrangements

Instalments or single payments of grants may be made. Generally, the decision will be in
light of the Fiduciary Risk assessment both at the Recipient and project level. Under
exceptional circumstances, such as a pressing emergency due to humanitarian crisis,
single payments will be made to ensure efficient program delivery, notwithstanding the
Fiduciary Risk assessment.

Contribution Agreements / Arrangements

9.2.1 Advance Payments
Advance Payments of contributions may be made if it is clear that undertaking a
project would result in considerable cash flow issues for the Recipient. Allocation

of Advance Payments will be based on the estimated cash flow requirements of
the Recipient as agreed to by EUSMS.



Where Advance Payments are deemed necessary, the period covered by the
advance and the frequency of reporting required from the Recipient are established
based on EUSMS’s evaluation of the Fiduciary Risk both at the Recipient and
project level.

9.2.2 Progress Payments and Final Payments

Generally, progress payments and/or final payments of contributions are made to
Recipients based on reimbursement of eligible expenditures and/or achievement
of pre-determined performance expectations or milestones in accordance with the
provisions set out in the agreement/arrangement. Where it is cost-efficient, EUSMS
may use a costing formula. For example, to establish the value of specific program
/ project implementation costs, thus ensuring fairness to Recipients through
consistency, pre-defined travel allowances and kilometric rates established by
participating bargaining agents and public service employers are used as
references. EUSMS may also use internally established rates based on its analysis
of historical costs for similar initiatives, for instance, those of Recipients or donors.

Performance expectations, milestones and/or costing formulas are initiative-
specific and are determined upon assessment of the application for funding or
project conception.

Payment is made upon satisfactory completion of identified activities and/or once
costs have been incurred by the Recipient and accepted by EUSMS as being
eligible expenditures.

9.2.3 Holdback

EUSMS may retain up to 50% of the total value of a contribution agreement /
arrangement when such action is deemed appropriate based on the nature of the
investment and Fiduciary Risk assessment. The holdback is paid following receipt,
from the Recipient, of final accounting of the contribution and acceptance by
EUSMS of the final report as specified in the contribution agreement / arrangement.
As a condition to release a holdback or final payment, Recipients are also required
to certify that all financial obligations to subcontractors, employees and suppliers
in respect to EUSMS'’s contribution have been fully discharged.

10. Applications: Information Required and Criteria for Assessment
10.1 Information Required

10.1.1 Applicants for the Program are required to submit their applications through the
Application Link. Each Applicant is required to submit:
e documents demonstrating that it has legal personality;
e governance documents (e.g. corporate governance guidelines, annual
reports, codes of conduct, organizational chart);
e the most recent financial statements (e.g. annual statements, preferably
audited as per generally accepted auditing standards);
the detailed proposal (multi-year, where appropriate);
an estimated budget (multi-year, where applicable);
prior experience relating to the proposal; and
supplementary information deemed essential to properly evaluate the
proposal and the Applicant (e.g. associates or affiliates, information required



https://eusms.org/application/

to meet country regulatory requirements, tax exemption information, or
citizenship of individuals).

10.1.2 EUSMS may also require Applicants to submit additional information for the
purpose of its evaluation of the Fiduciary Risk both at the Recipient and project
level. Specifically, eight core risk factors are assessed:

Recipient Level:

Governance and stability;

Results performance prior history;
Financial viability; and

Corruption and fraud.

Project Level:

e Capacity of local responsibility centres / local offices / project
implementation units (including trust funds, decentralized funds and
local office structures);

e Procurement capacity;

e Complexity; and

o Materiality.

10.2 Criteria for Assessment

10.2.1 In addition to being eligible for funding under section 5.2, the Applicant must:
o demonstrate a satisfactory history of, or appropriate capacity for, delivery
of development assistance;
have management and financial capability;
e have acceptable risk management and results reporting; and
e meet the standards for relevant EUSMS policies and guidelines.

10.2.2 The above criteria must also be used to validate whether past Recipients are still
eligible for new applications.

10.2.3 Assessment criteria include the following:
e comparative advantages of funding the Applicant to achieve EUSMS’s
goals, objectives, results and Program and/or sectoral interests;
the Applicant’s capacity to meet EUSMS’s priorities;
e internal management practices (e.g. open and transparent governance,
reliable practices in finance, management and procurement);
e reporting capacity as it relates to the use of EUSMS funds and/or funds
from other donors;
e capacity to work with government, institutions or organizations of any
country;
results of recent evaluations;
leverage or contribution of the Applicant;
ways expected results are to be measured and reported;
financial and other risks; and
project administrative cost (direct and indirect) in relation to the
implementation cost.

10.2.4 Review committees, which include working level advisors (e.g. thematic and sector
specialists), undertake the assessment and formulate recommendations to the



11.

appropriate management level holding approval authorities according to the
internal delegation protocol.

Information Required for Financial and Performance Reporting

11.1 Grant Agreements / Arrangements

Reporting from Recipients on results achieved will normally consist of the Recipient’s
Standard Annual Report. Notwithstanding, EUSMS may also require the Recipient to
submit a narrative report (that may include disbursement status) on a particular
program.

11.2 Contribution Agreements / Arrangements

12.

13.

14.

11.2.1 Progress of the Recipient in achieving the project objectives and results as well as
otherwise fulfilling the conditions of the contribution agreement / arrangement are
monitored regularly as part of due diligence.

11.2.2 Reporting must be sufficient to:
e account for the use of funding and support payments;
¢ demonstrate whether the obligations and objectives are met; and
e support EUSMS’s accountability and performance measurement
requirements.

11.2.3 Frequency of reporting is established in compliance with EUSMS policies and
defined in the contribution agreement / arrangement.

11.2.4 Financial monitoring provides ongoing assurance that reimbursements claimed by
Recipients are based on eligible expenses actually incurred for project-related
activities. EUSMS requires reporting on all expenditures.

11.2.5 Performance monitoring tracks progress using selected indicators. If results are
not being realized as intended, decisions will be taken as appropriate to the specific
project.

Redistribution of Funds

Where funds are to be further distributed, EUSMS will ensure that the initial Recipient or
Executing Agency has independence in the choice of ultimate Recipients, with minimal
guidance from EUSMS, and will not be acting as an agent of the government in making
these distributions. Provisions to this effect will be included in the Financial Instrument.

Repayment of Funds

Aid provided under these Terms and Conditions is non-repayable. Where EUSMS enters
into a contribution agreement with for-profit organizations, it is not intended to allow the
Recipient to generate profits or increase the value of the business.

Intellectual Property

For any work created for the needs of an ultimate Recipient under a Financial Instrument
or as part of a procurement contract, EUSMS requires a licence or an assignment of rights
to any Recipient designated by EUSMS as well as a licence to EUSMS for proposals
pertaining to the design, conceptualization, planning or implementation of the project or



15.

16.

program, the implementation plan and work plans, narrative, financial and technical
reports and any other subject-matter used to define or manage the project or program.

Disposal of Assets

Where there is a plan to acquire assets as part of a Financial Instrument or a procurement
contract, it shall be specified in the Financial Instrument that EUSMS must approve the
asset disposal plan in accordance with the terms contained in the Financial Instrument.

Other Conditions and Requirements

EUSMS continues to assess whether funding would trigger any obligation under any law
or regulation e.g. environmental laws, etc. Where applicable, the appropriate form is
completed and included as part of the approval documentation e.g. environmental impact
assessment forms, etc.



