EUROPEAN FOREST INSTITUTE
PROTOCOL ON VALIDATION OF LEGAL, FINANCIAL, AND OPERATIONAL CAPACITY
Procurement and Grants
As decided by the Director, 31 October 2022

Amended by decision of the Director, amendments coming into force 1 January 2025

1. General

To ensure proper use of the funding made available by donors, validation of the following
capacities must be taken into account in the grants and procurement processes:

e Legal standing
e Financial capacity to implement the activity
e Operational capacity to implement the activity

The requirements stated in this document must be incorporated as part of the applicable
procedures as foreseen under the EFlI Procurement rules and the EFI Grant rules.

Validation is normally done as a pre-assessment, but can also be an ad hoc assessment during
implementation of the contract. Such ad hoc assessment will be linked to contractual
measures.

Additional checks in respect of validating capacities may be done by EFI as required.

Il.  Validation of legal capacity

If the maximum value of grant/contract exceeds 100,000 euro the following documentation
must be provided before a contract can be signed by EFI:

i Legal entities

1. Proof of registration or similar that the entity is established under national or
international law

2. Documentation providing assurance that:
= the signatory of the contract or grant agreement is so authorized

= the signatory of a power of attorney for a consortium coordinator is so
authorized
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3. Signed declaration, confirming that the entity may exercise rights and be
subject to obligations

All documents must be in English or as a certified translation to English, unless decided
otherwise by the Grant Manager or Procurement Manager.

ii. Natural persons

1. A copy of avalid passport for the natural person

2. Signed declaration, confirming that the natural person may exercise rights and
be subject to obligations

iii. Consortia
1. If atender or application is submitted by a consortium, the above
requirements apply for all members of the consortium, as further specified
above.

Validation of financial capacity

Beneficiaries and Contractors must have stable and sufficient resources to successfully
implement the activities under the respective contract and agreement.

To ensure this, Applicants and Tenderers awarded a grant or contract, respectively, must
provide documentation as stated below before a contract can be signed by EFI.

If an application or tender is submitted by a consortium, the required documentation is to be
submitted by all entities in the consortium.

The requirement to submit documentation will not apply in the following cases, where EFI as
applicable instead will link contractual clauses to termination and sanctions:

- For 100,000 euro or less

- Regardless of value of the contract or grant agreement, if Applicant or Tenderer is:
o a public body
o aconsortium where one participant is a public body
o a natural person

Documents must be in English or as a certified translation to English, unless decided otherwise
by the Grant Manager or Procurement Manager.

EFI can waive the requirement if the required documentation is not available and not required
under statutory applicable law, in which case a self-declaration will be required.
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The documentation required:

i More than 100,000 euro: (1) Profit and loss account (2) Balance sheet (3) Explanatory
notes that form part of the above mentioned financial statements. The documents
provided must cover the last two closed financial years.

Special requirements apply for the following types of entities:

e Subsidiaries: if own financial statements are not prepared, subsidiaries may
provide consolidated accounts and the audit report of the parent company it
belongs to if:

- The subsidiary is exempt under national law from statutory audits;

- Only consolidated statements of the parent company the entity
belongs to are available; and

— The parent company assumes joint liability for all debts of the
subsidiary

e Entities operating cash-based accounting, must provide:

- Bank statements containing information on available cash, savings,
short and long-term bank debts

- Signed declaration on liabilities (short and long-term payables and
other non-bank debts, and assets (fixed assets, short and long-term
receivables)

e Newly established entities that have not yet closed accounts must provide:
- Estimated financial data in a business plan or similar document

ii. More than 500,000 euro: in addition to other documentation required, an external
audit report

IV.  Validation of operational capacity

Beneficiaries and Contractors must have sufficient operational capacity to implement the
activities under the respective contract and agreement. Public bodies are exempt from the
operational capacity validation.

a) Grants
For grant values exceeding 100,000 euro:

= Validation of operational capacity is normally assessed under an award
criteria, but can also be assessed in other ways that are documented

= [f the evaluation of this criteria leads to a score above the applicable threshold
then the Applicant is considered to have sufficient operational capacity.

Page 3 of 4



For grant values not exceeding 100,000 euro: the requirement to have sufficient
operational capacity is implemented through contractual conditions.

Operational capacity does not have to be validated in direct grant processes.

Procurement
For contract values exceeding 100,000 euro:

= Validation of operational capacity is normally assessed under minimum
criteria, but can also be assessed in other ways that are documented

= |f the minimum criteria is fulfilled then the Tenderer is considered to have
sufficient operational capacity.

For contract values not exceeding 100,000 euro: the requirement to have sufficient
operational capacity is implemented through contractual conditions.

Operational capacity does not have to be validated in direct procedure procurement.
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