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1. Context

The purpose of the LIFE+ Regulation (Regulation (EC) No 614/2007 of the
European Parliament and of the Council of 23 May 2007) is to contribute to the
implementation, updating and development of Community environmental policy and
legislation, in particular the integration of the environment into other EU policies. The
Commission uses this financial instrument to support projects which assist the
implementation and definition of different sectorial policies.

The procedure for applying for Community financial assistance is as follows:
The applicant should send a proposal and a request for financial assistance to the
European Commission, including:

a technical description of the project

administrative information

financial information including details of expenditure by category
the commitments of associated beneficiaries and co-financiers.

If the application is approved by the Commission, the applicant will receive a copy of
a document entitled “Commission Grant agreement”, indicating:

the total anticipated expenditure for the project

the eligible costs

the estimated distribution of total costs and eligible costs

the maximum amount of Community financial assistance (amount and as a
percentage of expenditure)

the project duration

e the content of the action

e the Common Provisions for LIFE+ projects (CP).

The Commission will make a first pre-financing payment equivalent to 40% of the
maximum Community financial contribution followed by a second pre-financing
payment. The size of the second pre-financing payment varies according to the
applicable provisions.

Within three months of completing the project, the co-ordinating beneficiary should
submit a final report including:

e consolidated accounts of costs incurred by all the project participants (co-
ordinating beneficiary and associated beneficiaries),

any income

interrest raised from pre-financing payments

the final financing plan showing the various sources of finance,

a certified financial audit report.

The Common Provisions stipulate that an auditor, nominated by the co-ordinating
beneficiary, must verify the statement of expenditure and income submitted to the
Commission when the maximum Community contribution set in the Special
Provisions exceeds 300.000 € (CP art. 31).



The statements of expenditure and income must therefore be subject to a certified
financial audit. The financial assistance is payable once the European Commission has
received and accepted the technical report, and the statements mentioned above,
properly certified by the auditor.

2. Audit objectives

The purpose of the audit is to obtain sufficient evidence of the accuracy of the
statement of expenditure and income in accordance with the Common Provisions, the
provisions of the European Union Financial Regulation, the national legislation and
accounting rules and in relation to the forecast for the project. The audit will cover the
use of funds from all sources of financing.

To this end, the auditor must reconcile all the expenses mentioned in the statements
with the criteria mentioned in point 4.2.

The auditor must also verify that all project income has been declared.

3. Declaration of auditor’s competence

I, the undersigned,......................... , independent auditor (%), hereby declare:

(1) that I am independent of the....................... (name of the audited bodies) which
are the object of this audit;

(2) that I am an active member of the national association (name) of (name of country)
in which (name of the beneficiary) is established.

Date:...oooooiiiiiiii,

Signature:

2 Or the role carried out, if the beneficiary is a legal person governed by public law.
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4. Audit methodology

4.1 Verification of the implementation of the project on the basis of an examination
of the coherence between the Grant Agreement (+ any supplementary agreements)
and the project documents. The actions carried out and the declared expenditure will
be compared with the actions set out in the Grant Agreement and with the provisional
budget.

4.2 Verification of the eligibility of the declared costs on the basis of the following
criteria:

The costs:

e are identifiable and verifiable

e have been provided for in the provisional budget of the project or have
been authorised through an amendment to the grant agreement
are directly linked to, and necessary for carrying out the project
are reasonable and cost-effective (°)
have been incurred during the lifetime of the project
have been recorded in the beneficiaries’ accounts or tax documents
have been paid (with the exception of the invoice from the independent
auditor)

e are in accordance with the Common Provisions for the LIFE+ Programme.
VAT amounts:

e are supported by a statement from the competent national authority or by a
recent VAT statement.

4.3 Verification of the declaration of all project income

The audit will focus on:
interest on pre-financing payments
all sources of co-financing
other income (sale of products, services and publications, etc.).
For public organisations only :
if the co-financing and the salaries of civil servants/long term staff complies
with the common provisions

4.4 Verification of the origin of the participants’ financing

Verification that the project does not benefit either directly or indirectly from support
from the Structural Funds or other Community financial instruments.

¥ To be assessed in particular on the basis of the tendering and selection procedures for suppliers or
service providers.



5. General project information (%)
Project Grant agreement reference n®: ................
Supplementary agreements: ........................
Project co-ordinating beneficiary: ...............
Project associated beneficiaries: ...............
Project objective: ...............

Project duration (in months): ..................
Start date: ...........coeveee
End date: ........coovenennee.
Approved budget:
Total costs: ............
Eligible costs: ............
Subsidy as % of eligible costs: .............

Maximum subsidy: ...................

Initial budget (°) approved or amended by supplementary agreement:

Breakdown by category Total costs in € Eligible costs in €

Personnel

Travel and subsistence
expenses

External assistance

Durable goods

Infrastructure

Equipment

Prototypes

Land/rights purchase

Consumables

Other costs

Overheads

TOTAL
If applicable: for the conversion of .......... to €, the exchange rate is ......... as at the
date of .......... (CP art. 29.5)

* In accordance with the Decision/Agreement as amended by any supplementary agreements.
> In general, the estimated total costs are higher than the eligible costs because only depreciated costs of
durable are considered eligible (CP art. 25.6).




Consolidated statement of expenditure (°) submitted to the auditor:

Breakdown by category

Total costs in €

Eligible costs in €

Personnel

Travel and subsistence
expenses

External assistance

Durable goods

Infrastructure

Equipment

Prototypes

Land/rights purchase

Consumables

Other costs

Overheads

TOTAL

® This expenditure is set out in the section on audit results.
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6. Audit results

6.1 Verification of the implementation of the project

The products delivered as compared to the products planned and approved by the
Commission in the grant agreement and supplementary agreements have been
verified.

It was found that: .......... (describe in brief whether the products of the project are
identical to the products provided for in the grant agreement and supplementary
agreements, or if there are other products which have not been authorised under the
approved programme).

Documentation:

e Grant agreement............. (ref.......)
Supplementary agreements (ref....)
The final report

The CP

Declarations by the beneficiary

6.2 Verification of the beneficiaries' accounting systems

The audit has examined:

e whether the internal accounting (analytical or other suitable internal system) and
auditing procedures permits direct reconciliation of the costs and revenues
declared under the project,

e whether the actual expenditure/income under the project has been recorded
systematically using a numbering system specific to each project

e whether when costs are shared between several projects, the appropriate allocation
keys have been established that reflect the true burden for each project

e whether such allocation keys have been applied systematically and correctly

It was found that: .......... (describe the accounting system, auditing procedures and

specific provisions in brief as well as any omissions and their consequences for the
declared costs).

6.3 Verification of the eligibility of the declared costs

6.3.1 General

The arithmetic coherence within and between the tables in the final report and the
correct allocation of costs have been verified.

The audit has also examined, on the basis of a representative study and by
interviewing the co-ordinating beneficiary:



whether the expenses were directly linked to the project and necessary for
carrying it out,

whether the expenses were provided for in the initial budget and were incurred by
the beneficiaries,

whether the costs have been correctly allocated,

whether the expenses are supported by accounting documents in accordance with
current national accounting law,

whether the expenses have been recorded in the beneficiaries’s accounts or tax
documents,

whether the expenses were incurred during the lifetime of the project,

whether the payments were made by the beneficiaries,

whether the correct exchange rates were used (CP art. 29.5).

It was found that: .......... (describe the expenses incurred outside the contractual
period or incurred by bodies which were not partners and which are therefore
ineligible. Invoices between beneficiaries are not eligible (CP art. 6.5). Incurred costs
must be recorded in the accounts of the beneficiary concerned. In the event of
arithmetical differences and/or the reallocation of expenses, describe the corrections
made).

Documentation:

Grant agreement ............. (ref.......)
Supplementary agreements (ref....)
The final report

The CP

Declarations by the beneficiary
Other documents (......)

6.3.2 Personnel costs

Personnel costs (*) were examined to verify:

whether they were paid and charged in respect of the actual time devoted to the
project and if they were calculated on the basis of the annual gross salary or wages
(plus obligatory social charges, but excluding any other costs) and the annual time
worked in total,

whether contracts of individuals working as service providers in the beneficiary’s
premises comply with the relevant national legislation (CP art. 25.2) and whether
the costs declared are in compliance with the contract and the time devoted to the
project.

whether the work was carried out during the contractual period,

whether the time sheets required have been properly filled in and approved by the
person authorised to do so under the project

" The sample should include salaries for every category of personnel and each participating body (co-
ordinating beneficiary and associated beneficiaries). The minimum percentage is left to the auditor’s
discretion but should be such as to provide sufficient assurance that the declared costs are real and in
accordance with the CP.

See Annex 1: Model form for calculating the hourly or daily cost of personne.
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Only for public organisations:

e whether the own contribution of the public organisation exceeds by 2 % the total
declared costs referred to the salaries of civil servants or permanent/long term
staff already working for the beneficiary (CP art. 25.2) before the start date of the
project.

D Declared Audited 0
Organisation: expenditure (D) | expenditure (A) % AID

Co-odinating Beneficiary

Associated Beneficiary 1

Associated Beneficiary 2

Associated Beneficiary ...

TOTAL

It was found that: ........ (Describe whether the expenditure was calculated in
accordance with CP art. 25.2 or whether other costs were included. All costs other
than gross salaries and obligatory social charges are to be considered as ineligible,
as are all costs outside the contractual period or relating to persons who are not part
of the personnel of the beneficiaries. Any subsidies received for personnel must be
deducted in order to calculate the personnel costs incurred. Costs which are unpaid
at the time of sending the final report are to be considered as ineligible. State
whether the costs for personnel employed by subcontractors were correctly charged
to the heading “External Assistance”. Give an assessment of the quality of the
management and accounting system and the time sheets for ensuring the proper
allocation of the personnel costs of the project).

For public organisations only: state whether the costs declared for civil servants
and/or permanent/long term staff increased by 2% are covered by the own
contribution of the public body and whether the declared personnel costs are related
to activities normally not undertaken without the project

Documentation:

Grant agreement............. (ref.......)
Supplementary agreements (ref....)

The final report

Salary slips

Time sheets

Contracts of employment

The CP

Declarations by the beneficiary

Other documents (e.g. personnel accounts, social security legislation,
documentation for total time actually worked, etc...)

6.3.3 Travel costs

The travel costs (%) were examined to verify:
o Wwhether the travel was necessary under the project and took place according to the
plan in the project proposal

® At the auditor’s discretion, but such as to provide sufficient assurance of the accuracy of the declared
costs.
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e whether they were paid and charged in accordance with the internal rules of the
beneficiaries,
e whether the amount of recoverable VAT has not been declared (CP art. 30).

Declared Audited

[
Organisation: expenditure (D) | expenditure (A) % AID

Co-ordinating Beneficiary

Associated Beneficiary 1

Associated Beneficiary 2

Associated Beneficiary ...

TOTAL

It was found that: (Describe the methodology/rates/etc used to calculate travel costs.
Any travel costs in excess of the limits specified in the internal rules are ineligible.
Recoverable VAT is also to be considered as ineligible. Bills which are unpaid at the
time of sending the final report are to be considered as ineligible. Indicate the travel
costs of external consultants which should be transferred to the heading “External
assistance”.)

Documentation:

Grant agreement ............. (ref.......)
Supplementary agreements (ref....)

The final report

Internal rules on travel

Transport invoices and tickets

Declaration by the national VAT authority
The CP

Declarations by the beneficiary

Other documents (... ...)

6.3.4 External assistance costs

All the external assistance costs were examined to verify:

e whether they were supported by accounting documents in accordance with
national accounting law,

e whether they have been paid (except the cost of the independent audit) (°),

e whether the accounting documents include a clear reference to the LIFE project
number and are sufficiently detailed to allow each part of the service rendered to
be identified (CP art. 8.5),

e that the sub-contractors were neither beneficiaries nor partners (CP art. 6.5 and
8.1),

o whether public beneficiaries have respected the applicable national rules on public
tendering (CP art. 8.4),

e whether private beneficiaries concerned awarded the contract to the bid offering
best value for money, observed principles of transparency and equal treatment and
avoided conflict of interest (CP art. 8.4)

e that the costs do not relate to durable equipment, infrastructure or consumables
(CP art. 25.4-5),

% Must be paid before sending the final report to the Commission
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e whether the amount of recoverable VAT has not been declared (CP art. 30)
e whether subcontracting of project tasks does not represent more than 35% of the
total eligible cost.

Declared Audited % A/D

Organisation: expenditure (D) | expenditure (A)
Co-odinating Beneficiary

Associated Beneficiary 1

Associated Beneficiary 2

Associated Beneficiary ...

TOTAL
It was found that: ......... (Describe the procedures followed by the beneficiaries to

comply with art. 8.4 when selecting subcontractors. If the relevant national rules on
public tendering have not been applied by the public organisations, the costs have to
be considered as ineligible. Describe all the costs unsupported by accounting
documents in accordance with the legislation, all costs which are insufficiently
detailed and consequently to be considered as ineligible, and all costs connected with
sub-contracted work undertaken by the beneficiaries. The cost of works undertaken by
the beneficiaries must be charged to the appropriate headings (personnel, travel, etc.)
without profit (i.e. at cost price). All recoverable VAT is ineligible. In the absence of a
declaration from the national VAT authority or a recent VAT statement, VAT is to be
considered as ineligible. The cost of works, durable equipment, infrastructure or
consumable materials must be charged to the appropriate budget headings. All costs
which are unpaid at the time of sending the final report are to be considered as
ineligible.)

Documentation:

Grant Agreement ............. (ref.......)
Supplementary agreements (ref....)

The final report

The public call for tender

Tenders

Justification for the choice of sub-contractor
Contracts with sub-contractors

Invoices and proofs of payments
Declaration by the national VAT authority
The CP

Declarations by the beneficiary

Other documents: e.g. national rules on public tendering, Community Directives,
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6.3.5 Durable goods

The depreciation of expenditure on durable goods (*°) corresponds to the
purchase/manufacture or lease of equipment or infrastructure during the project
period.

The durable goods were examined to verify:

e that they were acquired during the contractual period (CP art. 25.5),

e whether they were included in the inventory of the beneficiaries’ durable
goods (*) with the (possible) exception of leased durable goods (CP art. 25.5),

e whether they are treated as capital expenditure in accordance with the tax and
accounting rules applicable to the beneficiaries of the project (CP art. 25.5),

e whether they are purchased or leased at normal market prices (CP art. 25.5),

e whether the internal accounting depreciation rules of the beneficiaries have been
applied (CP art. 25.6)

e whether the ceilings have been respected (CP art. 25.6)

e whether the public authorities in the partnership (if applicable) have respected the
national rules on public tendering (CP art. 8.4)

e whether the amount of recoverable VAT has not been declared (CP art. 30),

e whether the costs have been paid (CP art. 25.1)

The depreciation costs of durable goods acquired before the start-date of the project

are ineligible. Maintenance costs for those goods are taken into account in overhead

costs (flat rate funding).

If applicable, and for LIFE+ Environment Policy and Governance and LIFE+
Biodiversity projects only:

A physical check of prototypes was carried out and a financial audit of the costs to
verify whether the goods declared to be prototypes corresponded to the definition in
art. 25.7 of the CP.

If applicable, and for LIFE+ Nature projects only:

Costs incurred for land/rights purchase were examined to verify that they are
intrinsically connected with the implementation of the project, and explicitly provided
for in the project, the cost corresponds to market value and whether the sale contract
and/or its entry in the land register includes a guarantee of the definitive assignment
of the land to nature conservation (CP art. 35).

19 All beneficiaries shall apply their internal accounting standard to calculate the depreciated eligible
amount, taking into account the date of purchase, the duration of the project and the rate of actual use
for the purposes of the project. However the depreciated eligible amount will be limited to the
following ceilings: 25% of the total purchase costs costs for infrastructure, 50% of the total purchase
costs for equipment. LIFE+ Env. and Governance and LIFE+ Biodiversity: 100% of the total costs of
prototypes. LIFE+ Nature: 100% for public authorities or NGOs if the beneficiaries undertake to
continue the definitive assignment of the goods to activities of nature conservation beyond the end of
the project.

1 For organisations required to have an inventory of durable goods.
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Declared Total

. - Audited
Organisation Purcrzgs)e cost Depreciation expenditure (A)
Co-ordinating Beneficiary

Infrastructure
Equipment
Prototypes (Env. and Biodiv.) N/A

Land/rights purchase (Nature)

Associated Beneficiary 1

Infrastructure

Equipment

Protoypes (Env. and Biodiv.) N/A

Land/rights purchase (Nature)

Associated Beneficiary ...

Infrastructure

Equipment

Protoypes (Env. and Biodiv.) N/A

Land/rights purchase (Nature)

TOTAL

It was found that: (Describe the procedures followed by the beneficiaries to comply
with art. 8.4 when selecting subcontractors. If the relevant national rules on public
tendering have not been applied by the public organisations, the costs have to be
considered as ineligible. Describe the beneficiaries' depreciation rules and rates.
Depreciation costs for durable goods purchased before the contract period are
ineligible. Durable goods not included in the inventory of the beneficiaries' durable
goods and not considered as capital expenses are ineligible. Describe what goods
have been purchased or leased at a price above the normal market price, and
consider the surplus to be ineligible. If the depreciation is greater than those specified
in the CP art. 25.6 and 25.7, the depreciation should be adjusted accordingly and the
surplus considered as ineligible costs. If the prototypes do not correspond to the CP
definition, their cost should be depreciated. If the tendering procedures were not
followed, the eligible amount is the maximum amount for which no call for tenders is
required. Recoverable VAT is ineligible, as are costs which have not been paid at the
time of sending the final report.)

Documentation:

Grant agreement ... (ref.......)
Supplementary agreements (ref....)

The final report

If applicable: the public call for tender
Tenders

Reports justifying the choice of supplier
Invoices and proofs of payment

The control accounts and trial balances
Declaration by the national VAT authority
The CP

Declarations by the beneficiary

Other: ................
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6.3.6 Consumable materials

The expenditure on consumable materials was examined (*?) to verify:
e that it has not been included in the inventory of the beneficiaries' durable
goods,
e that it has not been considered as capital expenses,
e that it specifically relates to the project implementation,
e that it does not qualify as overheads (CP art. 25.13),
e whether the amount of recoverable VAT has not been declared (CP art. 30),
e whether all the costs have been paid.

N Declared Audited 0
Organisation expenditure (D) | expenditure (A) % AID

Co-ordinating Beneficiary

Associated Beneficiaryl

Associated Beneficiary?2

Associated Beneficiary
TOTAL

It was found that: ....... (material already included in an inventory of durable goods
or considered as capital expenses or not specifically related to the project is to be
considered as ineligible. General consumables/ supplies are to be considered as
overheads and included in the heading “Overheads”. All recoverable VAT is
ineligible, as are costs which have not been paid at the time of sending the final
report).

Documentation:

Grant agreement .(ref......)
Supplementary agreements (ref....)

The final report

Invoices and proofs of payment

The control accounts and trial balances
Declaration by the national VAT authority
The CP

Declarations by the beneficiary

Other: .....ccceeeiee e

6.3.7 Other costs

The other costs were examined (*%) to verify:

e whether they do not fall into another defined category,

o whether they are real and eligible listed expenses (CP art. 26),

e Wwhether the amount of recoverable VAT has not been declared (CP art. 30),
o if all the costs have been paid.

12 At the auditor’s discretion, but such as to provide sufficient assurance of the accuracy of the declared
costs, and no less than 10% of the total costs declared by each beneficiary.
13 At the auditor’s discretion, but such as to provide sufficient assurance of the accuracy of the declared
costs, and no less than 10% of the total costs declared by each beneficiary.
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N Declared Audited 0
Organisation expenditure (D) | expenditure (A) % AID

Co-ordinating Beneficiary

Associated Beneficiaryl

Associated Beneficiary?2

Associated Beneficiary
TOTAL

It was found that: ........... (describe expenses which were unnecessary for the project,
were not registered or lump sum amounts, and consider them as ineligible. Expenses
falling into another budget category should be transferred. All recoverable VAT is
ineligible, as are costs which have not been paid at the time of sending the final
report).

Documentation:

e Grant agreement....(ref.......)

e Supplementary agreements (ref....)

e The final report

¢ Invoices and proofs of payment

e Declaration by the national VAT authority
e Declarations by the beneficiary

e TheCP

e Other: ................

6.3.8 Overheads

The overheads were examined to verify:
e whether they do not exceed a flat-rate of 7% calculated of the total amount of
eligible direct costs, excluding land purchase costs.

It was found that: (overhead costs exceeding the 7% flat-rate calculated of the total
amount of eligible direct costs, excluding land purchase costs, should be considered
as ineligible).

Documentation:
e The final report

6.3.9 Ineligible costs

The audit examined whether there were any ineligible costs in accordance with the
definition in CP art. 26.

It was found that: (all costs described in art. 26 of the CP are to be considered as
ineligible.)
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6.4 Expenditure as calculated after the audit

Following the analysis of ineligible costs, the expenditure has been calculated. The
ineligible costs were deducted from the list of costs submitted by the co-ordinating
beneficiary (CP art. 25 and 26).

Total costs declared by Total costs certified by

Breakdown by category the project the auditor

Personnel

Travel and subsistence
expenses

External assistance

Durable goods

Infrastructure

Equipment

Prototypes

Land/rights purchase

Consumables

Other costs

Overheads

TOTAL

6.5 Statement of expenditure and income

The audit has examined:

e whether the contributions from the partnership were financial in nature,

e that all contributions in kind have been excluded,

e that the financial resources correspond to the agreements concluded with the
associated beneficiaries and co-financiers,

e that the project does not receive any aid from the Structural Funds or other
Community budget instruments (**) (Regulation (EC) No 614/2007 art.??),

o that all other income generated by the project has been declared (CP art. 24.4),

e that all currencies have been converted to Euro, at the exchange rate applied by
the European Central Bank on the first working day of the year in which the
expenditure was paid,

e that the interest accrued on LIFE+ pre-financing payments has also been declared.

% Under Article 6.1 all beneficiaries must keep all the supporting documents relating to expenditure,
income and revenue of the project which have been declared to the Commission.
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Statement of expenditure and income

la. Personnel

1b. Travel and subsistence costs

1c. External assistance

1d. Durable goods

Infrastructure

Equipment

Prototypes

le. Land/rights purchase

1f. Consumable materials

1g Other costs

1h. Overheads

TOTAL COST OF THE PROJECT
= total (1a) to (1h) = (2a) to (2e)

2a. Contribution by the participants

2b Other sources of financing

2¢ Profit generated by the project

2d Contribution received from LIFE+

2e Requested contribution from LIFE+ to be
received or reimbursed (*)

Interest from LIFE+ pre-financing payments \

(*) The final contribution will be calculated by the Commission after assessment of
the final report

7. CONCLUSIONS

On the basis of the financial control, in accordance with the programme described
above, we consider that we have obtained reasonable assurance that the financial
report of project no...... title: ............. , start date ......... , end date....... , gives a
true and fair view of the expenses, income and investments incurred/made by
..................... (name of the co-ordinating beneficiary and of the associated
beneficiaries) in connection with the abovementioned project within the time limit
laid down by the Commission and in accordance with the LIFE+ Programme
Common Provisions, the national legislation and accounting rules, with the exception
of ........... (mention any costs which gave rise to uncertainty).

.......... (Auditor)

......... (Reg. no. in the auditors’ association)
.......... (Signature and date)

Annexes:
1. Model form for calculating the hourly or daily cost of personnel
2. Details of costs found ineligible (if not already listed under 6.3.1 to 6.3.9)
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ANNEX 1

CALCULATION OF THE HOURLY OR DAILY COST

Salaried
17270 (=

Year

Gross monthly salary

January
February
March
April

May

June

July
August
September
October
November
December
13" month
14" month

[eNeoNeNeoNoNoNoNolNolNolNolNolNolNo)

A. TOTAL SALARY 0

Obligatory social charges

o

o

B. TOTAL OBLIGATORY SOCIAL CHARGES 0

C. COST OF SALARY + SOCIAL CHARGES 0

D. Number of hours (or working days) per year
(explain the method of calculation) 0

HOURLY OR DAILY COST (C/D) #DIV/0!
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