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I11. Explanation of Key Terms in Financial Statistics
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I. Explanation of Key Terms in Financial Statistics

A. Government Revenues and Expenditures

1.Scope of revenues/expenditures:

The term "government revenues/expenditures” includes both broad and narrow
definitions; the former covers a variety of revenues and expenditures by government
of all levels as well as public corporations, and is commonly referred to as public
sector revenues/ expenditures. The narrow definition of government revenues/
expenditures pertains to the total amount of revenues and expenditures at
government of all levels and the social security fund. This is commonly referred to
as general government revenues/expenditures. The excerpts in the yearbook of
various government revenues/expenditures only include central government and
local government.

The previous Government Budget Law of Taiwan recognized the increase and
decrease of government liabilities as a part of government revenues and
expenditures. The legislative amendment of October 29, 1998 separated the
increases or decreases in government liabilities from government revenues/
expenditures and has the government fiscal budget compiled according to the
amended legislation beginning from the second half of 1999 and for fiscal year
2000. The yearbook contains pertinent statistics compiled in accordance with the
government fiscal budget administration law as last amended in 1999, with
retroactive history charts prepared for comparison purposes.

The transaction corpus of nationwide economic activities can be divided into
two categories according to the System of National Accounts, which contains
grouping by economic activities on the one hand, and grouping by the nature of
revenues /expenditures agencies on the other, as shown in the diagram below.

The entries to the right in the below diagram that are grouped by the nature of
revenues/expenditures agencies have the three sectors of public nonfinancial
corporations, public financial corporations and general government grouped into
one as the public sector.
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Transaction Corpus of Nationwide Economic Activities

Grouped by Economic Grouped by the nature of
Activities Revenues/Expenditures Agencies
@ |Industries (1) [Nonfinancial corporations

1.Private corporations
12.Public corporations

(2) LFinancial corporations

1.Private corporations ﬂPublic sector |

HZ.Public corporations

1.Central government

Government service General
©) (3)

2.Local government
producers government

3.Social security fund

® Nonprofit producers serving

households (3) [Nonprofit institutions serving households

(5) Households (including individually owned
businesses)

2.Fiscal budget classification:

(1)General budget: General budget pertains to a revenues/expenditures plan drafted
by the government for a future period, most often on a yearly basis, in support of
its administration plans. As provided for under Article 17 of the Government
Budget Law, general budget includes annual fiscal year revenues/expenditures,
liability accruement, and the appropriation of previous fiscal surplus and liability
repayment that compiled by the government. In Taiwan, the central government
and local governments each compile their own general budget, in which the
so-called total revenues and expenditures is compiled by the sum of revenues and
expenditures of each government unit as well as budget for all subsidiary units in
related to contributable treasury earnings from surplus, treasury appropriation for
losses, for capital increase or recall. The budget, by compilation stage, may be
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divided into : budget estimate, budget proposal, legal budget and distribution

budget. The general budget as listed in the financial statistics pertains to legal

budget unless otherwise stipulated. The commencement, conclusion and
description of the fiscal year are as follows,

(1.1)Those prior to 1954 are identical to the calendar year.

(1.2)Those that fall between 1954 and 1958 commence on July 1 and conclude on
June 30 of the following year. In 1954, the period from January to June is
singled out and referred to as the first half of 1954.

(1.3)Those that fall between 1960 and 1999 commence on July 1 of the previous
year and conclude on June 30 of the current year, excluding the year 1959.
(1.4)As of the second half of 1999 the fiscal accounting year reverted back to the
calendar year system, hence covering a onetime one year and six month
budget; the period from July 1 1999 to December 31, 2000 is described as the
second half of 1999 and fiscal 2000, and is intended to bridge the old and new

accounting systems.

(1.5)Those that follow fiscal 2001 are identical to the calendar year.

(2)Subordinate unit budget: A portion of revenues and expenditures pertaining to
special fund, such as the operating units in state-run enterprises and public
administrative agencies, consisting of contributable earnings and/or deficits to be
allotted by the treasury and capital to be retroactively increased or recalled by the
treasury. These special funds are included in the general budget.

(3)Additional budget: This refers to a retroactive increase or decrease of the fiscal
budget within the legal budgetary confines. As stipulated by Taiwan's Government
Budget Law, various government agencies may seek to induct such a budget
increase/decrease for the following reasons: (a) when in need of increased funding
in support of aggregated operations as permitted by law; (b) when new agencies
are being founded as per legal stipulation; (c) when funding is sought by an
agency for implementing major projects that exceed legal budget limits; (d) when
there are retroactive budget plans that may be added to the retroactive budget as
permitted by law and that shall be balanced by the central finance competent
authority ; with resource planning. In addition, in the case of extraordinary deficit
to the legally designated revenues that cannot be resoluted at the Executive Yuan
sessions instead of budget adjustments to be ruled by the presidential order, the
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central finance competent authority shall allocate an offset mechanism with which
the Executive Yuan may retroactively increase or decrease the government fiscal
budget.

(4)Special budget: In support of urgent national defense logistics, or in the event of
war, major changes to the national economy, after a major disaster or major event
that takes place randomly or once in several years, the Executive Yuan may,
besides its normal general budget, present to the Legislative Yuan a budget
proposal other than for general administration. This is referred to as the special
budget. Its review procedure is identical to that for a general budget, and the
compilation methods of audit and audit submissions are also identical, except that
a yearly accounting report is to be filed separately for those that span over two or
more fiscal years.

3. Fiscal budget structure:

(1) Current revenues/expenditures: Current revenues/expenditures pertains to
government revenues/expenditures deducted from due revenues expenditures,
repayment of revenues/ expenditures, and increase/decrease/transfer of state
-owned properties, including government inventory. As stipulated by the
Government Budget Law, revenues and expenditures other than capital
revenues/expenditures are considered current revenues/expenditures. Current
revenues primarily consists of taxation revenues, regulatory fees, punitive fines,
earnings and surplus reported by subsidiary units, interest accrued from asset
holdings, revenues derived from current transfers and so forth. Current
expenditures primarily consists of public servants' payrolls, expenditures on fixed
yearly goods and services purchased, liability interest payout, and expenditures
arising from current transfers.

(2)Capital revenues/expenditures: Government revenues arising from reduced assets
or recalled investments are referred to as capital revenues. Government
expenditures made in support of asset acquisition, expansion and improvement, or
derived from investments made, become capital expenditures. Hence capital
revenues consists of the aggregated sale price and value of assets, recall of
investment and so forth; capital expenditures consist of expenditures made in
acquiring fixed assets, rights of entitlement, investments, etc.
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(3)General fund: These refer to revenues allocated as funds for general purposes.
Under the general budget, except those classified under special fund, the remainder
is budgeted as general fund, e.g., budgets for government administrative agencies
and public schools of all levels.

(4)Special fund: This refers to funds of revenues for specific uses. They are divided
into six categories:

(4.1)Enterprise fund: These are intended for cyclical business operations.

(4.2)Debt service fund: These have been raised as sources of finance for repaying
the principals on government liabilities as per legal stipulation or according to
specific criteria.

(4.3)Trust fund: These are managed or disposed for the benefits of local or foreign
institutions, organizations or private individuals in accordance with
prescribed criteria.

(4.4)Operations fund: These are not intended for use in business operations but can
still be recalled once expended. |

(4.5)Special revenue fund: These are derived from special sources of revenues and
intended for special uses.

(4.6)Capital project fund: These are allotted for the disposal of major public
infrastructure projects of government agencies.

Among others, debt service fund, operations fund, special revenue fund and capital

project fund are referred to as “non-business special fund.”

4. Statistics by stage on government finance:

(1)Budget estimate: For preliminarily projected revenues and expenditures drafted by
various agencies according to their specific yearly administration plans.

(2)Total budget proposal: A budget that has been compiled and reviewed by certain
competent government budget authorities, complete with a variety of preliminary

‘budget mentioned above but pending the final legislative proceedings.

(3)Legal budget: Budgets that have undergone the legislation procedures and been
announced publicly. In short, these are also called budget accounts.

(4)Distribution budget: Budgets that various government agencies have allocated by
month or by period in support of their respective administrative implementation
plans according to the legally designated budget plan.

(5)Final account: The results of the implementation of revenues/expenditures in each
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fiscal year's finances, meaning the final report on budget execution. The total final
account consists of the findings of execution on the general budget and additional
budget, compiled on the basis of occurrence of entitlement or liability, except special
budget that span over two fiscal years or more in the non-final audit year, which are
compiled on the basis of actual realization of revenue/expenditure.

(6)Final audit account: The final audited figure compiled upon the review and

approval by the auditing agency, which on one hand relieves the responsibility of
finance from the heads of various government agencies and ensure proper
follow-up supervision on the other, and which provides a reference for budget
compilation for subsequent fiscal years. All statistical figures adopted by this
publication, unless otherwise noted, are based on the finalized audit.

(7)Net government revenues/expenditures of all levels: The sum of government of all

levels revenues/expenditures (including general budget, special budget) are
referred to as gross revenues and gross expenditures. This category still contains
repetitive inter-government debit and credit entries not yet adjusted to warrant the
terms of gross revenues and gross expenditures, and those deducted from
repetitive entries are referred to as net revenues and net expenditures.

5.Budget execution and auditing:

The budget execution is implemented in accordance with budget distribution,

when changes occur in a fiscal year due to administrative promotion or other

conditions, it often renders the original budget insufficient or unsuitable. This may

call for more flexible adjustment such as reserve fund, budget flow, budget

downsizing, additional budget and special budget.

(1)Reserve fund: A reserve fund is a preliminary budget heading, serves to balance

the original budget heading in the event of shortages. It is divided into the first
reserve fund and the secondary reserve fund. The first reserve fund is included in
the budget of various government agencies. Its amount shall not exceed 1% of the
total current expenditures and it is subject to approval by a superior agency when
drawn on the reserve, and resubmitted to the Executive Yuan's Directorate General
of Budget, Accounting &. Statistics for future reference. The secondary budget is
allocated under the general budget and requires approval by the Executive Yuan when
drawn on the reserve. In case the sum of each withdrawal exceeds $50 million, it requires
a voluntary filing in advance with the Executive Yuan, except those appropriated in



313

response to disaster. Reserve funds are itemized under current expenditures budgets,
while they are audited in accordance with the nature of expenditures for classification
either under current expenditures or capital expenditures.

(2)Budget flow: As fiscal budget at various government agencies is allocated under
specific headings according to plans or by operating categories, when one
category is under-funded while the other has a surplus, it is permitted to balance
with each other except that none of such funds may be allocated for staffing
purpose and the flow is capped at no more than 20% of the scope of a budget.

(3)Budget downsizing: During budget execution in the event that a budget needs to
be downsized in support of extraordinary national incidents, a proposal may be
motioned by the Executive Yuan requesting the president to issue an executive
order that the government agency funding be trimmed down.

(4) Actual revenues/expenditures: This indicates the revenues received and
expenditures dispensed.

(5)Expenditures equivalent: This pertains to accounts receivable/payable but needs to
be reconciled in the following year. Upon concluding an accounting year, revenues
booked by various agencies but not yet received shall be reclassified as the
previous fiscal receivable in the following fiscal year, and the unused funding
shall be suspended; however, liabilities accrued but not yet repaid or contractual
liabilities, upon the approval by the Executive Yuan within ten days after the
conclusion of a fiscal accounting year and presented along with a contract and/or
proof of documentation, may be transposed to the following fiscal year as the
previous fiscal year's expenditures payable.

6.Others:

(1)Financial statistics: This pertains to statistics indicating a nation's finances, whose
scope, as per stipulations of the accounting law, includes accounting on ordinary
government activities, special government activities, publicly owned enterprise
activities, public owned business activities and extraordinary activities, meaning
that it covers government budgeted/ audited revenues/expenditures statistics,
revenues/ expenditures of treasury statistics, debts statistics, taxes statistics, and
national property statistics.

(2)Revenues and expenditures: According to the amended Budget Law beginning from
the second half of 1999 and for fiscal 2000, revenues pertains to all types of
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revenues received by the government in a fiscal year, but excludes liabilities
accrued and previous fiscal year surplus allocated. Expenditures pertains to all types
of expenditures made by the government in a fiscal year, but excludes liability
repayment. Both the government's revenues and expenditures are to be included in
the budget plan, and according to Taiwan's Budget Law, the following items are to
be included under revenues and/or expenditures or under pertinent budget proposal
before their formal implementation:

(2.1)Revenues arising from the government's levy of taxation, regulatory fees or
those derived from implementing new regulations, and/or other mandatory
revenues, except those otherwise stipulated by law.

(2.2)Appropriation by the government of state funds, disposal of state property or
acts of investment.

(2.3)The purchase/sale or bartering by the govt. of bulk chattels and real estate.

(2.4)Accruement by the government of liabilities, but excluding treasury notes and
short-term borrowings.

(3)Surplus/deficit: The differential between revenues and expenditures is described as

surplus/deficit, the positive number is surplus, while the negative number is
deficit.

(4)Fiscal accounting year: To facilitate management and analysis of government

revenues/expenditures with prescribed dates of beginning and ending, the cycle is
usually defined as one year. Taiwan's Budget Law made several changes to the
government account year (Please refer to section 2.1, general budget). However,
effective from 2001, it has been adapted to correspond to the calendar year.

(5)Revenues by source: A type of government revenues classification, which

according to Budget Law stipulations is to be categorized by source heading to
facilitate sorting, compilation, review and supervision. Sources of central
government revenues fall into eleven major categories including revenues from
taxes (see budget proposal for detail). For easy perusal of financial statistics, more
vital categories are shown independently. The remaining categories are grouped
under one heading and described as other revenues. A comparison of financial
statistics and budget headings is provided as follows:
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Classification of financial statistics

Classification of budget

Revenues from taxes

Revenues from taxes

Revenues from monopolies

Revenues from monopolies

Project beneficiary surtax revenues

Project beneficiary surtax revenues

Revenues from fines and indemnities

Revenues from fines, confiscation of assets,
compensation and indemnities

Revenues from fees

Revenues from administration, legislative and
usage fees

Revenues from public properties

Revenues from interest earnings, sales properties,
assessing value of properties, recalled capital, sales
waste material

Revenues from surplus of public
enterprises

Profits of the enterprise fund to be paid to the
National Treasury, the amount of other special fund to
be paid to the National Treasury, investment revenue

Assistance revenues

Assistance revenues from local government

Revenues from donations and gifts

Revenues from donations and gifts

Others

Tuition and miscellaneous revenues

(6)Expenditures by administrative affair: A type of government expenditures, which,
together with those categories by agency, by operation plan, by function, by usage
and by the nature of economy, are classification headings mandated by the Budget
Law. The central government's expenditures in support of its administration and
exercise of sovereignty are classified under 35 major categories. While it is
necessary that detailed classifications be done in support of administrative sorting,
reviewing, monitoring and assessing, yet this may create confusion in general
statistical observation. Hence the thirty-five categories have been regrouped into
nine categories of expenditures. A comparison of the categories and budgetary
headings is shown as follows:
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Classification of financial statistics

Classification of budget

Expenditures for general administration

Expenditures associated with sovereignty exercise,
state affairs, administration, legislation, judicial
affairs, examination, control affairs, civil affairs,
foreign affairs, finance, frontier affairs, overseas
Chinese affairs

Expenditures for national defense

Expenditures for national defense

Expenditures for education, science and
culture

Expenditures for education, science and culture

Expenditures for economic development

Expenditures for agriculture, industry,
communication and other economic service

Expenditures for social welfare

Expenditures for social insurance, social relief,
welfare service, employment service, public health

Expenditures for community development
and environmental protection

Expenditures for community development and
environmental protection

Expenditures for retirement and condolence

Expenditures for retirement and compassionate aid
payment and affairs

Expenditures for Obligations

Expenditures for interest payment, debt servicing
management fees

Others

Subsidies for special projects, balancing budget and

other expenditures, secondary reserve fund

(7)Expenditures classified by function: Government expenditures grouped by specific

objectives in accordance with categories is intended to clarify to the public the
nature of government services, the allocation of government expenditures and the
state of various services. This expenditures is grouped by function category
similarly to that grouped by administrative category and is divided into fifteen
subcategories, i.e. general public services expenditures, defense expenditures,
public order and safety expenditures, education expenditures, health expenditures,
social security and welfare expenditures, housing and community amenities
expenditures, recreation, culture, and religion expenditures, fuel and energy
expenditures, agriculture, forestry, fishing and hunting expenditures, mining,
manufacturing and construction expenditures, transport and communication
expenditures, other economic affairs and services expenditures, environmental
protection and miscellaneous expenditures. For a description of the specific range
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of each subcategory and a comparison to administrative classifications, please
refer to the handbook of the central general budget compilation notes for all
government agency expenditures by nature of function and economics.

(8) Revenues/expenditures by economics: The purpose of dividing government
revenues/ expenditures by economics lies in providing data for assessing the
economic yield behind government activities with which to map out potential
yield and correlation of government expenditures to other economic departments
and toward the overall economy. Taiwan, refers to the economic classification of
the International Monetary Fund and in support of the newly introduced national
accounting government ledger classification, added an integrated public agency
budget expenditures classification schedule for grouping by function and by
economies to the budget compilation law, focusing on expenditures. For the
classification subcategories and their specific ranges, please refer to the central
budget compilation measure appendix - notes for central government agency
expenditures grouped by function and economies. Statistics on the major
categories of revenues and expenditures based on the International Monetary Fund
under the revenues/expenditures statistics are enumerated as follows:

Revenues Expenditures
Current revenues Current expenditures

Tax revenues Expenditures for goods and service purchased
Income taxes Expenditures for interest
Taxes on property Subsidies and other current transfers
Taxes on goods and services Capital expenditures
Taxes on International trade and Purchase of land
transactions
Other taxes Fixed assets and intangible assets

Non-tax revenues Capital transfers

Property income

Administrative fees and regulatory fees
revenues

Fines and indemnities revenues

Other non-tax revenues

Capital revenues
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(9)Government savings: The residual balance of current government revenues minus
current expenditures will become government savings. These would generally be
used for funding capital expenditures.

(10Scale of government expenditures: This refers to the ratio of net government
expenditures to gross national (domestic) product, and is intended to reflect the
level of government activities accounted for to the entire nation's economy.

B. Revenues and Expenditures of Treasury and Debts

1. Treasury revenues/expenditures: This refers to the treasury that acts as the agency
on behalf of the government in charge of receiving and disbursing notes, securities
and other financial instruments. It illustrates the government's financial status
functional activities and resource allocation. The statistics on treasury revenues/
expenditures are based on a real term realization basis, under which the revenue is
taken based on receipts collected by commissioned agencies, of each level of
government treasury and expenditures is taken based on checks cashed by
commissioned agencies of each level of government treasury or through a
centralized disbursement agency.

2.Extra budget revenues/expenditures: This indicates that among the statistics of
treasury revenues/expenditures, those government revenues/ expenditures that are
not included in the total amount of budget or have not undergone the normal budget
procedure. Extra budget revenues/expenditures can be further divided into two
categories. One category is by the nature of the revenues/expenditures that are tied
to government activities but without go through the budget procedures, such as
fiscal rebates with revenues of previous years and the recall of expenditures, which
are to be included in the audit at the end of the period. The other category is that of
the interim revenues/ expenditures entries that will be deleted instead of included in
the final audit at the end of the period, i.e. net income of treasury notes and
short-term loan, interim receipts, prepayments, safekeeping funds, etc. Since the
latter half of FY 2000, and starting from FY 2001, this category has also included
government bonds, borrowing and principal repayments.

3.Net income derived from treasury notes: Treasury notes that the government issued
for balancing the treasury revenues/expenditures are not to exceed a repayment
period of 364 days. The Ministry of Finance and the Central Bank can buy and sell
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treasury notes at any time. Hence the issuance and redemption of treasury notes can
proceed simultaneously with each other. The treasury revenues/expenditures chart
lists the state of treasury issuance for a given period, based on the residual balance
to be derived from having the redeemed amount deducted from the issued amount
for accounting entry. Irrespective of positive or negative, it is referred to as the net
income derived from treasury notes.

4.Treasury revenue/expenditure settlement period: Revenues collected by various
agencies are to be remitted to the treasury prior to the year-end, revenues that have
been collected but not yet remitted to the treasury within the prescribed deadline
will require the consent of the Ministry of Finance for the remittance date to be
postponed. The said postponed remittance shall be completed at not later than
fifteen days, (or within one month of operating earnings), after the conclusion of a
fiscal year.

0.The issuance of government bonds and borrowings:

(1)Government bonds: Government bonds refer to debt liabilities accrued for raising
capital needed by all levels of government in support of general administration
and/or development. Government bonds in Taiwan commonly pertain to
government bonds issued by the central government in Taiwan and government
bonds issued by local governments. The term government bond has undergone
several changes: In 1949 the patriotic government bond began to issue; by 1958 it
was called the short-term government bond and named after the calendar year; in
1964 it was renamed by the year; in 1972 in addition to the previous yearly bonds,
a large number of infrastructure government bonds began to surface in support of
designated economic development; in 1973 the provincial and city governments
also began to issue the infrastructure government bonds; by 1976, the central
government had renamed all government bonds issued prior to 1973 as central
government infrastructure government bonds, hence the term the central
government infrastructure government bonds stood thereafter; by 1992, they were
divided into Type A and Type B, where the former refers to non-self redeeming
infrastructure development funds, and the latter self-redeeming infrastructure
development funds.

(2)Borrowings: These refer to long-term and short-term borrowings taken out by all
levels of government in the form of contracts.
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(3)Government liabilities: These refer to the cumulative sum of direct liabilities taken
at a certain point of time that the government has borrowed from an outside source
in support of balancing the deficiency in its financial revenues/expenditures. They
exclude liabilities raised by auxiliary operating units, government endorsement or
contingent liabilities, or inter-government liabilities. As per the government
overall audit balance sheet, accounts payable under the liability segment including
bank advance and loans, internal debt external debt (direct foreign debt), are
collectively referred to as government liabilities. The interim receipts, safekeeping
funds, commissioned receipts, prepayment expenditure payable, etc are not
included. The treasury note also pertains to government short-term liabilities, but
their objectives are not entirely made to balance the treasury revenues/
expenditures and they have not yet been included in a preliminary audit. When
including liabilities of treasury notes, they are then referred to as broad-based
government liabilities.

(4)Government bond dependency: This refers to the ratio of income derived from
government bonds to government expenditures, and is intended to measure the
level of dependency of government expenditures to income derived from
government bonds.

(5)Government bond outstanding: The sum of unpaid direct liabilities up to a certain
point of time that the government accrued for raising capital from the private
sector through securities issuance. Government bond outstanding refers to the
premium of government bonds and excludes interest accrued, which is
automatically lumped into the premium unless otherwise indicated.

C. Taxes

1.Taxation revenues classification:

(1)Tax revenues: This refers to the government levies from the public (including
people and property) part of their earnings, in support of attaining public
objectives as permitted by law. By nature, it is compulsory, without consideration,
and non-redeemable. The means of collection is direct tax levy by the tax
collection agency or by consigned levy. Under the budget segment, there are
revenues from taxes and revenues from monopolies. But since 2002, among the tax
revenues the finance and insurance enterprises business tax within the business tax
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has been removed and appropriate to Financial Reconstruction Special Fund. The
revenues from monopolies were abolished in 2002 as Taiwan joined the World
Trade Organization and implemented the Tobacco and Alcohol Tax Law. The
tobacco and alcohol tax were included in the revenues from taxes, and the
revenues from the health and welfare surcharge on tobacco were appropriated
directly to some special fund, such as Social Welfare Fund, etc. Therefore, current
tax revenues include the revenues from tax, the finance and insurance enterprises
business tax, and the health and welfare surcharge on tobacco, and the specifically
selected goods and services tax which was imposed in June 2011.

(2)National taxes: The tax revenues as defined by the government revenues/
expenditures allocation law, denotes that all kinds of taxes that classified under the
central government is referred to as the national taxes, and under the current

* system, national taxes consist of ten categories, i.e. income tax, estate and gift tax,
customs duties, business tax, commodity tax, tobacco and alcohol tax, securities
transactions tax, futures transactions tax, mining concession tax, and the
specifically selected goods and services tax. Since Dec.31, 2003, the mining
concession tax has been changed to mining royalty, and not included in national
taxes.

(3)Municipality and county (city) taxes: The tax revenues as defined by the revenues/
expenditures allocation law, denotes that all kinds of taxes that classified under
municipality and county (city) tax is referred to as municipality and county (city)
tax. The current municipality and county (city) taxes consist of land tax, house tax,
vehicle license tax, amusement tax, deed tax, stamp tax, etc.

(4)Central government tax revenues: This refers to among the annual revenues of the
central government, that part of revenues that come from taxation and monopoly
gains. In other words, among the tax revenues, those portions that actually booked
under the central government revenues. As national revenues is not necessarily
booked entirely under the central government revenues. For example, 10% of the
national revenues' income tax and commodity tax, and 40% of the sales tax minus
payout for the uniformed commercial invoice prizes are consolidated and
redistributed by the central government to centrally ruled municipalities,
county/city and townships (towns and cities). Since 2002, the business tax from
finance and insurance industries have been listed separately and appropriated to
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special funds and excluded from the total income of business tax. The estate and
gift tax and tobacco and alcohol tax, based on the revenues/expenditures allocation
law are allocated to municipality and townships (towns and cities). The health and
welfare surtax derived from tobacco products and the specifically selected goods
and services tax which was imposed in June 2011 were not included in the
revenues of central government. They will be appropriated directly to special
funds. However, since 2014, the specifically selected goods and services tax was
included in the revenues of central government.

(5)Direct tax: Direct tax in economics refers to a taxation burden that cannot be

transferred. A tax burden that can be transferred is referred to as indirect tax. In
national accounting, a taxation that includes the cost of the industry is regarded as
indirect tax, hence under Taiwan's current national accounting system, direct tax
includes only income tax, estate and gift tax, securities transactions tax, futures
transactions tax, deed tax, land value increment tax, provisional education surtax,
and all the rest are regarded as indirect taxes. In taxation administration, the direct
tax is regarded as a taxation levied on investment earnings or commercial or
occupational gains, in which the taxation levy is generally assessed according to
the taxpayers' declaration. Indirect tax pertains to taxes levied against individual
consumption and property transfer gains that occurs in the presence of a specific
behavior. Thus under the taxation statistics, direct tax includes only income tax,
mining concession tax, estate and gift tax, securities transactions tax, futures
transactions tax, land tax - consisting of agricultural land tax, land valuation tax
and land value increment tax, house tax, deed tax, education surtax, and the rest
are regarded as indirect tax.

(6)Indirect tax: In general, indirect tax refers to those taxation burdens that can be

transferred. Refer to "direct tax" for details.

(7)Education surtax: This refers to a provisional local education surtax within 30% of

the premium tax of a county/city government in support of the local county
government to raising funds for educational, cultural and scientific purposes.
However, since 1999, there were no longer legitimate basis, the current
educational surtax are from the tax levied of previous fiscal year.

(8)Using Physical Objects for Payment of Taxes: In cases where the estate tax or gift

tax payable amounts to $300,000 or more, and the taxpayer has difficulty paying
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the full amount in cash, he or she may apply for permission to pay the deficient
part of the tax in full by surrendering the taxed property which is located in the
ROC or other easily cashable or storable property which is owned by the taxpayer.
In case the tax property is not easily cashable or storable in the ROC, or the
prevailing value on the date of application is lower than that on the date of death
or the date of gift, the amount of tax which may be offset by such property shall be
limited to the ratio of its value to the value of the total assessed property.
2.Audited and levied:

(1)Audited amount: This refers to the sum of tax collected by the tax collection
agency. It consists of tax collectable as assessed by the tax collection agency based
on taxation data compiled from the master taxpayer file's as well as taxes filed by
the taxpayer, deductible tax, retroactive tax, and reassessed tax to be declared by
taxpayers or correction on tax amount, but excludes under-declared tax, late filing
penalties, non-filing penalties, late payment penalties, interest accrued and so
forth.

(2)Actual gross amount levied: This refers to current fiscal taxes and retroactively
collected previous fiscal tax arrears collected by tax collection agencies, but
without deducting tax rebates.

(3)Actual amount levied: This refers to the sum total of the current net fiscal levy and
that of the previous net fiscal levy, where the current net fiscal levy pertains to the
sum of various taxation levies deducted with tax rebates on taxes levied in the
current fiscal year; the previous net fiscal levy refers to the sum of the current
fiscal levy deducted with rebates given to the previous fiscal levy.

(4)Actual net amount levied: This refers to the sum of tax levies minus the sum of tax
rebates of a fiscal year, including those of the current fiscal and the previous fiscal
years, meaning the sum of gross levy minus the sum of rebates, or the equivalent
of the actual levy minus rebates made against previous revenues (tax rebates given
to tax collected from the previous fiscal).

(5)Tax rebate: This refers to the sum of rebate given on taxes already collected,
meaning that when a tax paid by the taxpayer exceeds the taxable amount, it is the
sum owed by the government that is due for tax rebate. This authorized tax rebates
include tax payments that the taxpayer erroneously applied the tax law or overpaid
due to miscalculation, or import duties and tariffs paid on imported raw materials
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for production of export products, or community tax paid on export products prior
to exportation; by petition or through auditing, the government shall give tax
rebate. Fiscal tax rebates fall into three categories: tax rebates due for the current
fiscal, previous fiscal tax rebate retroactively assessed, and current fiscal tax
rebates on taxes levied from the previous fiscal, meaning rebates against previous
fiscal tax revenues.

(6)Tax cancellation: This refers to cancellations in tax accounting, pertaining to the

cancellation of tax levies as petitioned at the time of re-export, when exporters file,
at the time of importation, for tax credits on import tax and duty for raw materials
that are to be reprocessed for products for export.

3.Others:
(1)Industrial upgrade incentive tax break/exemption: A tax break/exemption pertains

to exemption of the whole or part of the taxation liability. In support of industrial
upgrading to speed up economic development, the government has promulgated
the Statute for Upgrading Industries allowing eligible tax payers to reduce or
exempt their taxation liabilities in income tax, stamp tax, land value increment tax,
deed tax, etc. This Act was expired on 31 December, 2009.

(2)Tax reductions/exemption due to the implementation of the “Statute for Industrial

Innovation”: In order to promote industrial innovation, improve industrial
environment, and enhance industrial competitiveness, the government
promulgated the “Statute for Industrial Innovation”. Starting from January 1, 2010
to December 31, 2019, a company may credit up to 15% of the company’s total
expenditure on R&D against its business income tax payable for the current year;
provided that this credit shall not exceed 30% of the business income tax payable
by the company in that year.

(3)Gross income: The individual income tax that the taxpayer is required to declare

on yearly income of all types, pertaining to ten categories, i.e. income derived
from business earnings, services rendered, wages, interests, rental charges and
royalties; income derived from self-undertaking in farming, fishing, animal
husbandry, forestry and mining; property transactions gains; income derived from
contests and games and from prizes and awards won by chance, or retirement and
severance pay, and other income. It excludes salaries of military personnel in
active service, teaching faculty wages in grade schools and middle schools, and
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those whose income falls below the mandated declarable cap; hence the grand
total is generally referred to as the taxable grand total in taxation administration.
However, starting from year 2012, salaries of military personnel in active service,
teaching faculty wages in grade schools and middle schools were included in the
gross income.

(4)Net income: This refers to having tax exemption and a variety of deductions taken
from the grand total, which will then become the taxable net total. It is short for
net income in taxation administration, and intended as the basis for tabulating
declarable individual income tax filing under applicable tax rates.

(5)Tax burden ratio: This refers to the ratio of the overall taxation revenues to gross
domestic product, and is generally used as a criterion for measuring the level of
the taxation burden of domestic's citizens.

(6)Social Security Contribution: This refers to the compulsory payment of social
insurance and pension contribution from both the employees (including the
payment from government as the employer of public servants) and employers.

(7)Average tax per capita: This refers to the average amount of taxation to be
undertaken per capita. It is usually expressed on a yearly basis, and shown by
dividing the yearly taxation revenues by the gross per capita of a fiscal year.

(8)Tax levying cost: This refers to the cost accrued for levying taxes. It means the
levying cost, which may consist of the tax collection agency's direct costs of
staffing, operations, travels, and indirect costs, such as for administrative
management, data management and tax affairs management, relating to the tax
collection operations.

(9)Opening Collection for Assessed (Verified) amount: This refers to the number of
cases and amount of money of tax and fine from the opening collection for
assessed (verified) amount in this year and carried forward from the previous
years.

(10Balance of Tax Not Collected: This refers to the numbers of cases and amount of
money of opening collection for assessed (verified) amount minus the sum of tax
collected, cancelled, reduced, exempted, overdue, excess assessment.

(lCases of Tax Evasion Against Law and Fine: This refers to the cases of tax
evasion against law and fine due to the violation of law by the taxpayer.
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D. Customs

1.Tax offsetting and refund: Matters relating to tax offsetting or refund for exported
goods are handled in accordance with the provisions of the Regulations Governing
the Offsetting or Refund of Duties and Taxes on Raw Materials for Export Products.
Applications for offsetting or refund of duties and taxes on raw materials for those
export products shall be filed only for those products which have been exported.
Products that undergo processing for re-exports are entitled to claim refund on the
duties paid on imported raw materials. Factories or firms who pay the processing
raw material taxes and government dues in cash are refunded in cash, and those that
book the duties to the interim debit system will have their taxes be offset.
Applicants eligible for offsetting or refund of customs duties and commodity taxes
on raw materials include importers of raw materials, exporters of finished products
and manufacturers of processing export products. Duties and taxes on raw materials
for export products to be offset or refunded including import duties, commodity
taxes and business tax.

2.Smuggled by cases and values: The search and seizure of smuggling of import or
export goods is handled by the Customs pursuant to the provisions of the
Regulations Governing the Customs Anti_smuggling Act. Actions performed may
include survey and search of the vessel, inspection of cargoes, passenger baggage
and postal parcels; highsea or inner harbor patrol with vessel and record the number
of cases seized and its values.

E. National Property

1.National property: Properties that are acquired by the provision of law, or at the

exercise of government sovereignty, or through budget expenditure, or accepted

through donations are collectively referred to as national properties as well as

properties not belonging to private or local government. Shall also deem as national

properties unless otherwise provided by law.

(1)By the provision of law : This refers to the state acquires its property right by other
law.

(2)At the exercise of government sovereignty : This refers to the state takes over,
confiscates and expropriates property right by exercising the government power.

(3)Through budget expenditure : This refers to the construction or purchase of
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property by budget appropriation.

(4) Accepted through donation : This refers to the property contributed to the
government of the Republic of China internally or externally.

(5)Properties not belonging to private or local government : This refers to the real
estate unregistered or the property ownership is uncertain whether belonging to the
private or local government.

2.According to the National Property Act, the scope of national properties is defined
as follows:

(1)Real estate : Refers to lands, improvements and natural resources. Land
improvements are classified in two: structural improvement and agricultural
improvement. The former refers to buildings or related engineering works attached
to the land; the improvement made to the agricultural products , plants, hydrology,
soil that attached to the land. Natural resources refer to virgin forest, natural gas,
geothermal energy, thermal springs, water resources, underground resources,
seabed resources, etc. Valuable real estate pertains to those of historical
significance as assessed by pertinent authorities, or real estate that offers cultural,
historical or artistic value that has been duly assessed by custodian authorities or
so recognized by the competent government authorities in consultation with
appraisement authorities.

(2) Chattel : Refers to mechanical facilities, transportation facilities and other
miscellaneous facilities that indicates a durable life of over 2 years and its value
over a certain amount. A detail classification on personal property shall be
determined in accordance with Property and Goods Standard Classification
specified by the Executive Yuan. Valuable chattel pertains to artifacts of cultural,
artistic or rare value, folklore artifacts, artistic works, publications, historical
archives and natural artifacts, which are duly assessed as chattel by an
appraisement agency or so assessed by a direct competent government agency in
consultation with pertinent authorities of any of the foregoing to qualify as chattel
in the event of dispute in assessment.

(3)Securities: Refers to shares or stocks and bonds owned by the state.

(4)Rights: Refers to the property rights of superficies, easement, dien, mortgage,
mining, fishery, patent, copyright, trademark and others.

(5)Aside from the scope mentioned above, the following state properties can still be
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used or safe kept by the provision of other related rules.
(5.1)Military materials and equipments.
(5.2)Books, historic materials, antiques and contents in the National Palace
museum.
(5.3)Productive materials of state-owned enterprises.
(5.4)Other tangible or intangible properties that could be provided for public use or
preserved.
3.The national property is divided into public use and non-public use property.
(1)Public use property: Public use property including office use, public use and
enterprise use national properties.
(1.1)Office use property: national properties used by government authorities,
military offices, public schools, official operations and dormitories.
(1.2)Public use property: national properties used directly for public facilities.
(1.3)Enterprises use property: national properties used by state-owned enterprises.
But if the state-owned enterprise is a company, the national property is only
referred to its shares.
(2)Non-public use property: All national properties aside from public use property is
that may provide revenue or benefit or for disposal.

F. Private Participation in Infrastructure

1.Act for Promotion of Private Participation in Infrastructure Projects: In order to
improve the environment for domestic private participation in infrastructure
projects, the " Act for Promotion of Private Participation in Infrastructure Projects
"(referred to as the Act) was promulgated by the President on February 9, 2000. A
total of 13 items and 20 categories of the public Infrastructure projects were
announced including transportation facilities and common conduit ducts,
environmental pollution prevention facilities, sewerage, water supply and water
conservancy facilities, sanitation and medical facilities; social and labor welfare
facilities; cultural and education facilities; major facilities for tour-site; power
facilities and public gas and fuel supply facilities; sport facilities; parks facilities;
major industrial, commercial and hi-tech facilities; development of new town; and
agricultural facilities. There were also incentives such as the relaxation of legal
restrictions on land and financing, the provision of financing concessions and tax
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breaks as well as reasonable norms of inter-agency government and private
investment contract rights and obligations, specification of the procedures for
selection and supervision of the projects for the agency in charge.

2.Private Participation Modes:

(1)BOT (Build - Operate - Transfer): Project is financed, built and operated by the
private sector. After the expiration of the operation, the ownership of the construction
is transferred to the government.

(2 BTO (Build - Transfer - Operate): Project is financed and built by the private
sector. After construction is completed, the Government acquires ownership and
entrusts the operation to the private sector. After the expiry of the right to operate,
ownership reverts to the Government. If the Government acquires the ownership
gratis, it is referred to as free BTO; if the Government pays by installment to obtain
ownership, it is referred to as paid BTO.

(3)ROT (Rehabilitate - Operate - Transfer): The private sector leases, refurbishes and
expands existing government facilities. After the expiry of the right to operate, the
operating rights revert to the Government.

(4)OT (Operate - Transfer): Project is financed and completed by the Government, and
operated by the private sector. After the expiration of the operation period, the
right to operate reverts to the Government.

(5)BOO (Build - Own - Operate): Project is financed and built by the private sector, in
line with the national policy. The private sector owns and can operate the project
or commission a third party to operate.

(6)Others: Refers to Article 8, Paragraph 1, Sub-paragraph 7 of the Act: "Other
modes approved by the competent authority." Other relevant regulations of the
government, which allow government-owned land or assets (for superficies and
non-superficies) to be entrusted to the private sector for construction and operation
are also included.





