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Guidelines on applying public-benefit legislation to determine the correct 
allocation of commissions awarded to GIZ to finance development measures  

 
This document is intended to clarify the conditions under which commissions awarded to GIZ 
by the Federal Republic of Germany and involving the financing of third parties (generally 
through Financing Agreements, Subsidy Agreements or Grant Agreements) for the 
implementation of specific development measures should be allocated to GIZ’s tax-privileged 
(public-benefit) business area or to its taxable business area International Services (InS).1 2 
 
Commissions may be allocated to GIZ’s public-benefit and therefore tax-privileged business 
area if all of the following four criteria are met (cumulatively): 
 

 The measure aims at achievieng the objectives laid out in the company’s articles 
of association (i.e. promotion of international cooperation for sustainable 
development and/or international education work) 
If the purpose of the project lies outside these objectives (e.g. promoting environmental 
protection in Germany without international cooperation; mere public relations work for 
the commissioning party), the project must be allocated to the non-tax-privileged 
business business area (InS).  
 

 The measure is intended to serve the interest of the general public and not 
(primarily) to support profit-making interests, e.g. of commercial enterprises 
Financing of German commercial enterprises (i.e. enterprises that are not recognised 
by their local tax office as public-benefit enterprises) is inadmissible (see § 2.4 of the 
GIZ´s articles of association). 
Financing of commercial enterprises based outside Germany may be admissible 
provided such financing meets public benefit requirements, which must be examined 
carefully in every particular case.3 , E.g.  financing may be provided to small enterprises 
in the partner country that are classed as ‘in need of support’ and with which GIZ 
intends to promote general development goals or environmental policy objectives (e.g. 
a subsidy for a business start-up to create jobs, or a subsidy for an agricultural 
cooperative to safeguard the livelihoods of the farmers who make up the cooperative). 
If financing of commercial enterprises based outside the partner country (especially in 
an industrialised country) is planned as part of a project, GIZ´s Corporate Unit Legal 
Affairs and Insurance should be contacted and involved closely already at the early 
stage of, designing the project and preparing the offer. 
 

 No (actual or potential) competition of GIZ with commercial (non-public-benefit) 
enterprises 
Activities that are also offered on the market by non-public-benefit enterprises must be 
allocated to International Services. 
 

 The objectives of the project are realised directly by GIZ through a ‘GIZ project’. 
The provision of purely administrative/logistical support to a third party to help it 
implement their own public-benefit project (i.e. a project that remains qualified as a 
“third-party project” from GIZ’s perspective) cannot be considered tax-privileged, and 
the measure must therefore be allocated to International Services. However, if GIZ 

                                                
1 If the commission is subject to German VAT, the rate payable in the public-benefit sector is usually 7%, while the rate in InS is 

usually 19%.  
2 In the case of in-house awards by federal ministries, each federal ministry may commission GIZ directly without any prior 

tendering procedure  even if the commission has to be allocated to InS according to public-benefit requirements.   
3 In the above scenarios, state aid implications must be checked thoroughly in each case. 
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plays a significant role in the conceptual elaboration and the implementation of a project 
conducted by a third-party, i.e. if GIZ significantly contributes   to the conception and 
implementation of the project, to an extent that it can be considered as a joint project 
of GIZ and the third party, then the project may be allocated to the public-benefit 
business area. 
 
It may be difficult in the particular financing situation to assess whether or not the 
contribution of GIZ to the conception and implementation of a third party project is 
sufficiently significant to justify allocating it to the public-benefit business area. 
Ultimately, this must be determined by way of an overall assessment in the particular 
case, taking into consideration the degree of  technical/conceptual input by GIZ or GIZ´s 
influence on the decision making process regarding the conception of the measures 
financed by GIZ are sufficient to classify the measure as a ‘GIZ project’ or as a joint 
project with a third party, either of which may be allocated to the public-benefit business 
area. 
 

Guidance on assessing whether the objectives of the project are to be realised directly by GIZ. 
o ‘Standard’ financing components that are incorporated in a project with various 

components  can usually be justified to be allocated to the public-benefit business 
area without great difficulty. The same applies for a project consisting only of 
financing arrangements if such project is linked to one of GIZ´s ´standard´ 
technichal assistance programmes. In both cases, GIZ elaborates the entire project 
(or programme), consisting of a financing component plus other 
components/modules that are implemented in GIZ´s own responsibility by its own  
staff, consulting firms and/or individual appraisers/consultants  as part of an overall 
approach. In addition, GIZ is also involved in the conception of the financing 
component implemented by the recipient with the guidance and, if necessary, the 
assistance of GIZ. 

o ‘Stand-alone’ financing arrangements, which are not integrated in programmes of 
technical assistance, must be checked specifically in each case to ensure 
compliance with public-benefit requirements;  GIZ´s Corporate Unit Legal Affairs 
and Insurance should be contacted and involved closely at the early stage of 
designing the project and preparing the offer. 
As a general principle, the more GIZ is able to influence a measures being 
implemented by the recipient of the financing with regard to its concept and content, 
the more probable is the allocation to the public-benefit business area. Conversely, 
if GIZ has no (or very little) actual influence on the concept and the content of a 
project, and if its responsibility is basically limited to drawing up the contract and 
checking the recipient’s final invoice, the financing project should be allocated to 
InS. 

 
When conducting an ‘overall assessment’ (see above) for a specific case, the following 
indications point to a ‘GIZ project’ and, as a consequence, to an allocation of the project to 
the public-benefit business area: 

- GIZ’s involvement is not limited to providing administrative/logistical support 
to a project of the commissioning party or a third party (especially not mere 
channelling of funds). 

- The commissioning party makes no or few stipulations to GIZ with regard to 
the selection of recipients,4 the amount of financing, the instalment 
arrangements or the specific purpose of the financing.  

                                                
4 This does not preclude the option to name the recipient (selected by GIZ) in the offer or to identify the recipient at a later stage 
by (written) agreement with the commissioning party so that the financial contribution can be treated as a transient item for VAT 
purposes, and hence is exempted from VAT.. 



 

 
 

Last updated: May 2017 Author: Legal Affairs and Insurance Unit Page 3 

 

- GIZ administers the financing arrangement in its own responsibility, in 
particular by concluding the financing, subsidy or grant agreement in its own 
name (and not in the name of the commissioning party). 

- GIZ is (jointly) responsible to the commissioning party for content-related 
aspects of the conception and/or implementation by the recipient of the 
financed measure. 

- GIZ is (jointly) responsible to the commissioning party for financial aspects 
of the measure. GIZ checks that the funds are used in line with the stipulated 
purpose. Where required, it monitors the recipient’s expenditure closely and 
assists the recipient to produce appropriate evidence of use. 

- GIZ provides technical support to the recipient in the conception and 
implementation of the project and the monitoring of its progress towards 
achieving the objectives. The financing arrangement may be ‘embedded’ 
into a larger GIZ programme of technical assistance. 

 
By contrast, a financing arrangement is unlikely to be allocated to the public-
benefit business area in the case of a Federal Government commission where 
an ‘overall assessment’ reveals that GIZ’s main role is limited to the 
administrative processing of financing of recipients already determined by the 
commissioning party without any decision-making role of GIZ. In such cases, 
the project is usually to be allocated to InS.  GIZ´s Corporate Unit Legal Affairs 
and Insurance should be contacted and involved closely at the early stage of 
designing the project and preparing the offer. 

 
 

Examples (differentiation between public-benefit business area and  InS) 
 

 ‘Standard’: Financing components as part of programmes comprising various instruments 
Allocation to the public-benefit business area: Commission to GIZ covers the determination 
of concept and  content of the measure; obligation to focus on objectives; GIZ acts in its 
own responsibility on the basis of the General Agreement between GIZ and BMZ (or a 
comparable agreement between GIZ and another German public-sector commissioning 
party); GIZ selects the recipient and specifies the volume of funds (where applicable 
following an SFF financed appraisal mission), establishes the specifics of the recipient´s 
project to be financed and proposes it to the relevant federal ministry; GIZ monitors the 
implementation of the project activities being supported and the  appropriate use of the 
funds by the recipient. This also applies to international cooperation projects comprising a 
large volume of financing but only a small advisory component, provided that the advisory 
component is essential for the project as a whole and the advisory and financing elements 
are conditional upon each other. 

 

 ‘Stand-alone’ 

 Extent of GIZ’s responsibility  
Allocation to the public-benefit business business area: Commission to GIZ covers the 
determination of concept and content of the measure; obligation to focus on objectives; 
GIZ acts in its own responsibility on the basis of the General Agreement between GIZ 
and BMZ (or a comparable agreement between GIZ and another German public-sector 
commissioning party); GIZ selects the recipient and specifies the volume of funds 
(where applicable following an  SFF financed appraisal mission), establishes the 
specifics of the recipient´s project to be financed and proposes it to the relevant federal 
ministry; GIZ monitors the implementation of the project activities being supported and 
the appropriate use of the funds by the recipient.  
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Exception - Allocation to InS: The commissioning party determines that the measure is 
to be implemented by GIZ as a financing arrangement with no discretion of GIZ to 
decide on the recipient, the volume of funds or the specifics of the agreement; GIZ has 
little or no responsibility in terms of implementation and the use of the funds by the 
recipient. 

 

 ‘Sector programme’ (= research/development in the field of international cooperation) 
with occasional financing arrangements 
Allocation to the public-benefit business area as sector programme commissions 
usually cover determination of concept and content of the programme, provided that  
GIZ’s activities focus on drawing up concepts and policies, etc., for 
development/international cooperation in its own responsibility. 

  

 Administrative advice on grant programmes of a Federal Government ministry: 
Allocation to the public-benefit business area or InS depends on the specific purpose 
or content of the commission. 
o In principle,  allocation to InS if the commission focusses on the administration by 

GIZ of an existing funding programme (that ‘remains’ in that ministry) (project 
executing agency business) 

o Exception: allocation to the public-benefit business area if it is an indispensable 
part, however administrative, of a ‘sector programme’ where GIZ acts in its own 
responsibility to elaborate concepts and policies, etc., for development/international 
cooperation. 

 
Step-by-step checks 

 Recipient  
o Legal person under private or public law, e.g. association/foundation with legal 

capacity, GmbH (German limited liability company), international organisation with 
legal capacity.  

o Does the recipient have public-benefit status, or does the recipient (in the case of 
non-German organisations) usually operate in the public-benefit/non-profit 
business area, or is the recipient a commercial enterprise? If the recipient is a 
commercial enterprise (except SMEs based in the partner country with no structural 
links to enterprises in industrialised countries), GIZ´s Corporate Unit Legal Affairs 
and Insurance should be contacted and involved closely already at the early stage 
of designing the project; in this case the financing must be checked thoroughly to 
avoid prohibited state aid. Financing of German commercial enterprises is not 
admissible.  

 

 Content of the measure being financed 
o The measure serves to achieve (at least) one of the two public-benefit objectives 

laid out in GIZ´s articles of association (see above).  
o If the recipient channels the funds to other (sub-) recipients, these recipients must 

be obliged to use the funds received to promote the public-benefit objectives laid 
out in GIZ´s articles of association (see above). 
 

 ‘Standard’ financing components within the framework of a programme or cluster, or ‘stand-
alone’ financing projects 
In the case of stand-alone financing projects:  

o Public-benefit business area: GIZ is involved in the recipient’s conception of the 
measure being financed and ensures that the measure complies with the 
commissioning party’s requirements concerning the content of the measure. In 
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addition, GIZ monitors the implementation of the measure and supports the 
recipient of the funds as required. 

In all other scenarios, the GIZ´s Corporate Unit Legal Affairs and Insurance should be 
contacted and involved closely already at the early stage of designing the project. 

 The recipient (or its contractual partners) provides evidence to GIZ that the financing is 
used exclusively for the project to be financed. . The recipient must not gain any primarily 
intended economic advantage by  its involvement in the financed project. In the case of 
commercial recipients, only administration fees of minor importance are acceptable. Salary 
costs of the recipient’s own employees may only be financed to the extent that such costs 
are  clearly attributable to the financed measure.   


