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1. Purpose and Scope
This document defines the main eligibility requirements, acceptable grant uses, matching-contribution rules, review responsibilities, and screening checklists for applicants under the Jerusalem MSME & NGO Grant Facility – Phase IV. 
Phase IV or what is called J Facility will be implemented over 48 months and is expected to support at least 84–100 MSMEs and 30–36 NGOs in Jerusalem governorate. Indicative grant ranges are:
MSMEs: matching grants from EUR 10,000 to EUR 60,000.
NGOs: grants from EUR 10,000 to EUR 50,000, normally with a minimum 10% cash contribution.


2. Governance and Responsibilities
The Facility is jointly delivered by PsDF and Station J under a clear separation of operational, supervisory, and decision-making roles:
	Actor
	Primary role
	Key responsibilities

	Station J 
	Implementing co-applicant and operational lead
	Manages applicant communication, the digital application platform, initial administrative screening, field visits, legal/financial/business verification, technical evaluation, preparation of recommendations, contracting follow-up, disbursement administration, procurement support, monitoring, and beneficiary reporting.

	PsDF
	Lead applicant and strategic supervisor
	Provides financial oversight, quality assurance, compliance control, approval of procedures and tools, secondary verification and spot checks, supervision of contracting and financial processes, institutional mentoring, and alignment with EU and Facility requirements.

	Steering Committee
	Final validation and grant decision body
	Chaired by PsDF. Steering Committee Validates eligibility outcomes and recommendations, decides on beneficiary approval, determines final grant amounts and conditions, and endorses related procurement or support decisions where required.

	European Union
	Observer and strategic partner
	Participates according to the approved governance structure as an observer/advisory member. The EU is not responsible for operational screening, scoring, shortlisting, or applicant selection. In final stages and before contracting, EU conducts final check and provides clearance before contracting the selected applicant. 





3. General Assessment Principles
Eligibility establishes whether an application may proceed to technical evaluation. It does not create an entitlement to funding. Eligible proposals will be competitively assessed and ranked according to the Facility’s priorities and available resources.
Development relevance and measurable contribution to East Jerusalem’s economic and social resilience.
Potential to create sustainable new jobs or sustain existing jobs, including opportunities for women, youth, persons with disabilities, and other underrepresented groups.
Financial, operational, and technical feasibility, including realistic costs and implementation capacity.
Potential for business expansion, income generation, cost reduction, productivity improvement, or market access.
Innovation, digital transformation, environmentally responsible practices, and resource efficiency.
Social contribution, community benefit, cultural heritage preservation, and strengthening the Palestinian economic and institutional presence in East Jerusalem.
Institutional readiness, management capacity, value for money, legal compliance, and willingness to participate in technical assistance and monitoring.
	Sector approach
Phase IV is designed to be sector-inclusive. Sector alone does not determine eligibility, provided that the proposed intervention is lawful, financially or institutionally sustainable, aligned with J Facility objectives, and does not create unacceptable environmental, social, legal, or reputational risk.



4. MSME Applicant Eligibility Criteria
An MSME application may proceed to technical evaluation when the following conditions are met or can be met before contracting, as formally confirmed by the Facility:
1.  The applicant operates in Jerusalem governorate (J1 or J2) or has significant and verifiable operations within its boundaries, in line with the Facility’s geographic standards.
2.  The applicant qualifies as an MSME under the accepted Palestinian definition: fewer than 25 employees and annual sales not exceeding USD 7 million.
3.  The applicant is legally registered and holds valid registration and tax documentation, or demonstrates a credible commitment and ability to complete the required registration before grant contracting.
4.  The applicant owns or operates a viable existing business with acceptable potential for growth, or presents a feasible start-up or expansion concept with realistic market and financial assumptions.
5.  The proposed intervention focuses on an eligible purpose such as operational upgrading, productivity, business continuity, cost efficiency, market expansion, product or service development, green transition, digital transformation, or institutional improvement.
6.  The intervention has credible potential to generate income, reduce costs, create and sustain jobs, improve capacity utilization, or strengthen long-term business sustainability.
7.  The applicant demonstrates capable management or a clear willingness and ability to absorb technical advice, strengthen systems, and improve business practices.
8.  The applicant provides appropriate financial information. Existing registered businesses should normally provide two years of audited financial statements; where the most recent audited statements are unavailable, a trial balance and other supporting records may be requested. Start-ups should provide financial forecasts for at least three years.
9.  The applicant is free from unresolved legal, tax, licensing, regulatory, ownership, or compliance issues that would create an unacceptable risk to the grant.
10.  The applicant can implement the intervention within the timetable stated in the grant agreement and can provide the staff, premises, permits, and operational arrangements required for delivery.
11. The applicant accepts the minimum matching-contribution requirement applicable to each approved grant-use category and provides a signed letter confirming their willingness to provide the required contribution and indicating the proposed source or financing plan.
12.  The applicant agrees to comply with procurement, documentation, monitoring, reporting, audit, data, visibility, and EU acknowledgement requirements.
13.  The applicant accepts a reasonable social-contribution commitment, to be defined in the grant agreement and linked to final grant closure or payment.



5. MSME Eligible Grant Uses and Minimum Matching Contributions
The percentages below represent the proposed minimum beneficiary contribution for each grant-use category. The final approved budget, contribution, and any justified exception will be documented in the grant agreement following appraisal and Steering Committee approval.
	Grant use
	Minimum beneficiary contribution
	Acceptability conditions

	Purchase of equipment and machinery
	45%
	The equipment or machinery must be necessary for the approved intervention and have a clear effect on productivity, capacity, quality, cost efficiency, health and safety, or business expansion. Procurement must follow the approved Facility procedures and acceptable methods.

	Human resource training and capacity building
	20%
	Training must have a clear and significant effect on efficiency, productivity, quality, compliance, management, or the effective use of new technology. The Facility may require training as a condition linked to another investment. Travel expenses outside Palestine are not covered.

	Marketing, consulting services, and product development
	20%
	Eligible support may include marketing campaigns, business and technical consultancy, product or service development, packaging design, relevant standards or certifications that support market access or exports, websites, digital tools, and related professional services. The Facility may require such support as a complementary condition for another grant component.

	Improvement of business premises
	60%
	Eligible only where a clear positive impact can be demonstrated, such as better use of  underutilized space, improved health and safety, accessibility, compliance with legal or licensing requirements, workflow improvement, service quality, or protection of productive assets.

	Improvement of legal, tax, accounting, and management systems
	25%
	May include registration-related support, accounting or management software, internal control improvements, advisory services, or internal audit support that strengthens compliance and institutional performance. This category is particularly relevant to smaller and less formalized enterprises.

	Going-green and resource-efficiency initiatives
	30%
	Initiatives should provide  environmental and economic benefits in the short or long term. Examples include recycling in production, waste-management systems, energy-efficiency upgrades, water or material savings, cleaner production, and solar-energy solutions.


6. MSME Matching-Contribution Rules
The beneficiary contribution is a core risk-sharing requirement intended to strengthen ownership, commitment, and implementation discipline.
The contribution may be financed from the applicant’s own resources or another lawful and verifiable source, including family financing, credit, loans, leasing, or other approved financing arrangements.
The applicant must confirm its willingness to meet the minimum matching-contribution requirement and provide a signed commitment indicating the proposed source or financing plan for the contribution. 
Where an intervention contains more than one grant-use category, the applicable contribution for each component will be confirmed during appraisal and stated in the final approved budget.
Any reduction, waiver, or exception must be justified by impact, vulnerability, environmental value, or other documented considerations and may only be approved through the Facility’s formal decision-making process.
7. NGO Applicant Eligibility Criteria
An NGO application may proceed to technical evaluation when the following conditions are met:
1.  The applicant is a legally registered local NGO operating in Jerusalem governorate and holds valid Palestinian or Israeli registration documentation and an operational local bank account; or it is a faith-based  organization with valid local or international registration that legally permits it to operate in Jerusalem and maintain an operational local bank account.
2.  The proposed intervention is implemented in Jerusalem governorate (J1+J2) and contributes to the continuity, resilience, efficiency, or sustainability of the  organization’s services or institutional presence.
3.  The intervention focuses on at least one of the following: cost reduction and operational efficiency; infrastructure or systems improvement; improved service delivery; development of a lawful income-generating activity aligned with the  organization’s mission; diversification of revenue; or a green investment that reduces operating costs.
4.  The proposal demonstrates a credible contribution to reducing donor dependency, diversifying income, protecting service continuity, or strengthening long-term financial resilience.
5.  The  organization demonstrates governance and operational stability, appropriate management capacity, and the ability to manage the proposed investment and grant requirements.
6.  The organization has no unresolved legal, tax, licensing, regulatory, governance, banking, or compliance risk that would prevent safe implementation or receipt of funds.
7.  The proposed budget is reasonable, necessary, and cost-effective, and the organization can implement the intervention within the grant-agreement timetable.
8.  The applicant provides the required legal, governance, financial, bank, tax, programme, and procurement documentation requested during screening and due diligence.
9.  The applicant accepts the minimum 10% cash contribution unless an exceptional full-grant arrangement is formally justified and approved.
10.  The applicant commits to procurement, monitoring, reporting, audit, visibility, data-protection, and EU acknowledgement requirements, and agrees to participate in technical support where required.
11.  The applicant accepts a reasonable social-contribution commitment, to be defined in the grant agreement.

8. NGO Eligible Grant Uses and Contribution Framework
As a general rule, an approved NGO must contribute at least 10% of the total grant value in cash. Eligible support may include the categories below, provided the investment directly strengthens institutional sustainability, service continuity, cost efficiency, or an income-generating activity aligned with the NGO’s mission.
	Eligible NGO grant use
	Contribution framework
	Acceptability conditions

	Essential equipment and machinery
	Minimum 10% cash contribution to the overall approved intervention
	Must be necessary for service delivery, institutional efficiency, income generation, cost reduction, accessibility, safety, or  organizational resilience.

	Training and capacity building
	Minimum 10% cash contribution to the overall approved intervention
	Must strengthen relevant staff competencies, governance, financial management, legal compliance, digital capacity, technical delivery, or the sustainability of the supported intervention.

	Marketing, consultancy, and service or product development
	Minimum 10% cash contribution to the overall approved intervention
	May include feasibility work, business planning, legal or financial advice, market development, digital tools, branding, certifications, service design, or support for an approved social enterprise or paid service.

	Premises  improvement and minor maintenance/rehabilitation works  
	Minimum 10% cash contribution to the overall approved intervention
	Must have a clear link to service continuity, safety, accessibility, legal compliance, operational efficiency, income generation, or protection of the organization’s presence in East Jerusalem.

	Legal, tax, accounting, governance, and management systems
	Minimum 10% cash contribution to the overall approved intervention
	May include compliant systems, software, policies, controls, registration-related improvements, advisory support, and other measures that strengthen accountability and institutional readiness.

	Going-green and cost-saving investments
	Minimum 10% cash contribution to the overall approved intervention
	May include energy efficiency, solar energy, waste reduction, recycling, water savings, and other resource-efficiency measures with measurable institutional or environmental benefit.



9. General Cost Acceptability and Ineligible Uses
For both MSMEs and NGOs, every approved cost must be directly linked to the intervention, reasonable, necessary, supported by documentation, incurred within the eligible implementation period, and procured in accordance with the approved procedures and grant agreement.
9.1 Acceptability tests
Directly supports an approved output, activity, asset, system, service, or sustainability objective.
Represents reasonable cost and value for money compared with available market options.
Is included in the approved budget or formally authorized through an amendment or Steering Committee decision.
Is supported by valid quotations, contracts, invoices, receipts, proof of payment, delivery evidence, and any required permits or technical documents.
Is not financed from another grant or reimbursed twice from different sources.
Complies with applicable law, tax treatment, licensing, environmental and social safeguards, and the Facility’s conflict-of-interest rules.
9.2 Costs generally not eligible unless expressly approved
Routine wages, recurring operating costs, utilities, rent, and general overheads that are not an integral and time-bound part of an approved investment or transition plan.
Payment of debts, loan principal, financing charges, penalties, fines, tax arrears, or unrelated working-capital shortages.
Personal, household, or non-business/non-institutional purchases unrelated to the approved intervention.
Costs incurred, contracted, delivered, or paid before the eligible date stated in the grant agreement, unless specifically  authorized in writing.
Travel outside Palestine under the human-resource training category.
Unsupported cash payments, artificial quotations, inflated prices, undisclosed related-party transactions, or purchases that do not follow the approved procurement method.
Activities that are unlawful, inconsistent with donor’s and Facility principles, or create unacceptable environmental, social, legal, fiduciary, safeguarding, or reputational risk.
VAT and other taxes: The treatment, eligibility, deduction, or recovery of VAT and other taxes will follow applicable law, the approved grant agreement, and the Facility’s financial and procurement instructions. Applicants must disclose any tax-recovery entitlement during appraisal.
10. Application, Verification, and Approval Process
1. Application and administrative screening: Station J receives applications through the approved platform and checks completeness, geographic eligibility, applicant type, documents, and initial alignment with the Facility criteria.
2. Clarification and document completion: Station J may request missing information, clarification, or additional documents. An incomplete or unclear file may be classified as “Needs Verification” until the required evidence is received.
3. Field visit and due diligence: Station J’s legal, financial, and team verify the applicant’s operations, ownership, legal standing, financial position, proposed investment, implementation capacity, and key risks. PsDF may accompany selected visits or review a sample for quality assurance.
4. Technical evaluation and recommendation: Station J coordinates the technical, financial, legal, impact, and value-for-money assessment and prepares an eligibility result, score, risk summary, and recommendation.
5. PsDF quality assurance: PsDF reviews the process, evidence, compliance, and consistency of the recommendation and may request correction, further verification, or additional due diligence.
6. Steering Committee decision: The Steering Committee validates the eligibility outcome and supporting evidence, decides whether to approve, reject, or defer the application, determines the final grant amount and conditions, and endorses related procurement decisions where applicable.
7. Contracting and implementation: EU conducts final check and provides approval before PIF, Station J proceeds with contracting the selected applicant. Station J follows up the grant agreement, orientation, implementation, procurement, tranche verification, and monitoring. PsDF supervises compliance, fiduciary controls, and quality assurance.
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11. MSME Eligibility Checklist
Applicant name: ________________________________    Application no.: __________________    Review date: __________________
	Ref.
	Checklist item
	Yes
	No
	N/A
	Verification source / comments

	A1
	Application is complete or all missing information has been formally requested and resolved.
	☐
	☐
	☐
	Application form / correspondence

	A2
	Applicant operates in Jerusalem (J1/J2) or has significant and verifiable operations within the Facility boundaries.
	☐
	☐
	☐
	Registration, lease, utility bill, site visit

	A3
	Applicant qualifies as an MSME under the accepted employee and sales thresholds.
	☐
	☐
	☐
	Payroll, staff list, financial records

	A4
	Applicant has sufficient legal and tax registration documents, or a credible and time-bound plan to complete registration before contracting/disbursement.
	☐
	☐
	☐
	Registration, tax, license documents

	A5
	Ownership,  authorized signatory, and bank information are clear and verified.
	☐
	☐
	☐
	Corporate records, IDs, bank confirmation

	A6
	No unresolved legal, tax, regulatory, licensing, ownership, or compliance issue creates an unacceptable risk.
	☐
	☐
	☐
	Legal due diligence / declarations

	B1
	The proposed intervention falls within one or more eligible grant-use categories.
	☐
	☐
	☐
	Proposal and budget

	B2
	The intervention has a credible effect on income, cost reduction, productivity, capacity, quality, market access, job creation/sustainment, or business resilience.
	☐
	☐
	☐
	Business plan / appraisal

	B3
	The business model or start-up concept is financially and operationally feasible.
	☐
	☐
	☐
	Financial analysis / market evidence

	B4
	Management has the capacity to implement the intervention or agrees to mandatory technical support.
	☐
	☐
	☐
	Management assessment / field visit

	B5
	Implementation can be completed within the timetable stated in the proposed grant agreement.
	☐
	☐
	☐
	Work plan / procurement schedule

	C1
	Required financial statements, trial balance, forecasts, and supporting records have been provided or satisfactorily verified.
	☐
	☐
	☐
	Financial documents

	C2
	Budget costs are reasonable, necessary, eligible, and provide value for money.
	☐
	☐
	☐
	Budget review / quotations

	C3
	Applicant meets the applicable minimum matching contribution and has provided evidence of its funding source.
	☐
	☐
	☐
	Contribution plan / bank or finance evidence

	C4
	The proposal does not finance debts, penalties, unrelated working capital, or routine recurring costs outside the approved intervention.
	☐
	☐
	☐
	Budget and financial review

	D1
	Environmental and social risks are  acceptable, and mitigation measures are defined where needed.
	☐
	☐
	☐
	Risk screening / site visit

	D2
	Applicant accepts procurement, monitoring, reporting, audit, visibility, data, and record-retention requirements.
	☐
	☐
	☐
	Signed declaration / application

	D3
	Job creation, environmental benefit, cultural preservation, or community impact have been assessed for scoring and  prioritization.
	☐
	☐
	☐
	Evaluation matrix

	D4
	Social contribution requirement is accepted where applicable and can be included in the grant agreement.
	☐
	☐
	☐
	Applicant confirmation


11.1 MSME Review and Decision Record
Complete this record after Station J screening and technical review, PsDF quality assurance, and Steering Committee deliberation.
	Station J preliminary result
	☐ Eligible   ☐ Ineligible   ☐ Needs Verification
	Recommended amount
	EUR __________________

	Station J reviewer
	____________________________
	Date
	________________

	PsDF quality-assurance result
	☐ Validated   ☐ Returned for clarification   ☐ Further verification required
	PsDF reviewer / date
	____________________________

	Steering Committee decision
	☐ Approved   ☐ Rejected   ☐ Deferred   ☐ Approved with conditions
	Final grant amount
	EUR __________________




12. NGO Eligibility Checklist
Applicant name: ________________________________    Application no.: __________________    Review date: __________________
	Ref.
	Checklist item
	Yes
	No
	N/A
	Verification source / comments

	A1
	Application is complete or all missing information has been formally requested and resolved.
	☐
	☐
	☐
	Application form / correspondence

	A2
	Applicant is an eligible local NGO or faith-based organisation with valid registration permitting operations in Jerusalem.
	☐
	☐
	☐
	Registration / legal opinion

	A3
	Applicant operates in Jerusalem and the supported intervention will be implemented there.
	☐
	☐
	☐
	Programme records / site visit

	A4
	Applicant has an operational local bank account in its legal name and authorized signatories are verified.
	☐
	☐
	☐
	Bank confirmation / governance records

	A5
	Governance structure,  authorized representatives, ownership/control, and conflict-of-interest information are clear.
	☐
	☐
	☐
	Board records / declarations

	A6
	No unresolved legal, tax, regulatory, licensing, governance, banking, or compliance issue creates an unacceptable risk.
	☐
	☐
	☐
	Legal due diligence / declarations

	B1
	The intervention supports cost reduction, efficiency, service continuity, income generation, revenue diversification, infrastructure improvement, systems strengthening, or green investment.
	☐
	☐
	☐
	Proposal and budget

	B2
	Any income-generating activity is lawful, feasible, aligned with the NGO’s mission, and supported by a credible sustainability model.
	☐
	☐
	☐
	Feasibility / business plan

	B3
	The intervention contributes to reduced donor dependency, strengthened financial resilience, or continued services to the community.
	☐
	☐
	☐
	Sustainability analysis

	B4
	The  organization has the management, staffing, premises, permits, and systems needed to implement the intervention or accepts required technical assistance.
	☐
	☐
	☐
	Capacity assessment / site visit

	B5
	Implementation can be completed within the timetable stated in the proposed grant agreement.
	☐
	☐
	☐
	Work plan / procurement schedule

	C1
	Required financial statements, budgets, bank records, audit information, and supporting documents have been provided or verified.
	☐
	☐
	☐
	Financial documents

	C2
	Budget costs are reasonable, necessary, eligible, and provide value for money.
	☐
	☐
	☐
	Budget review / quotations

	C3
	Applicant provides at least 10% cash contribution, or an exceptional full-grant request is fully justified and documented for Steering Committee decision.
	☐
	☐
	☐
	Contribution plan / exception note

	C4
	The proposal does not finance debts, penalties, unrelated working capital, or routine recurring costs outside the approved intervention.
	☐
	☐
	☐
	Budget and financial review

	D1
	Environmental, social, safeguarding, and accessibility risks are  acceptable, and mitigation measures are defined where needed.
	☐
	☐
	☐
	Risk screening / site visit

	D2
	Applicant accepts procurement, monitoring, reporting, audit, visibility, data, and record-retention requirements.
	☐
	☐
	☐
	Signed declaration / application

	D3
	Community relevance, service continuity, social outreach, innovation, scalability, inclusion, and institutional sustainability have been assessed.
	☐
	☐
	☐
	Application form

	D4
	Social contribution requirement is accepted where applicable and can be included in the grant agreement.
	☐
	☐
	☐
	Applicant confirmation


12.1 NGO Review and Decision Record
Complete this record after Station J screening and technical review, PsDF quality assurance, and Steering Committee deliberation.
	Station J preliminary result
	☐ Eligible   ☐ Ineligible   ☐ Needs Verification
	Recommended amount
	EUR __________________

	Station J reviewer
	____________________________
	Date
	________________

	PsDF quality-assurance result
	☐ Validated   ☐ Returned for clarification   ☐ Further verification required
	PsDF reviewer / date
	____________________________

	Steering Committee decision
	☐ Approved   ☐ Rejected   ☐ Deferred   ☐ Approved with conditions
	Final grant amount
	EUR __________________


Operational note: “Needs Verification” should be used whenever a criterion cannot be confirmed from the available documents or field evidence. No application should be treated as eligible by assumption.
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