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Fellow Deputies,

The Ministty of Finance has been entrusted by the State Council to submit this
report on the implementation of the central and local budgets for 2014 and on the
drafts of the centtal and local budgets for 2015 to the Third Session of the Twelfth
Nationial People’s Congress (NPC) for your deliberation and for comments from the
members of the National Committee of the Chinese People’s Political Consultative
Confetence (CPPCC).

I. Implementation of the Central and Local Budgets for 2014

Faced with a complex and changing international environment and formidable
tasks of domestc reform, development, and stability in 2014, the Central Committee
of the Communist Party of China (CPC) and the State Council have grasped the
overarching trend of development, adhered to the general principle of seeking
progress while keeping petformance stable, deepened reform in all respects, continued
to develop new ideas and methods for exercising regulation at the macro level, and
effectively implemented proactive fiscal policy and prudent monetary policy. As a
result, the economy has performedxwithin an appropriate range, and development has
‘become more balanced and sustainable. Both the central and loecal government
budgets were well implemented.

1. Implementation of the NPC’s budget resolution

In accordance with the resolution of the second session of the Twelfth NPC and
the review by the NPC’s Financial and Economic Affairs Commission of the repott
on both the implementation of the central and local budgets for 2013 and the drafts of
the central and local budgets for 2014, we have decpened reform of the fiscal and tax

systems, strengthened budgetary management, and made full use of the role of public
finarice.

Major progress bas been made in reforming the fiscal and lax systems.

The overall plan for deepening reform of the fiscal and tax systems was
-deliberated over and passed at a meeting of the Political Bureau of the CPC Central
Committee.

First, substantive progress has been made in reforming the budget management
system. We cooperate.d with the NPC on revising the Budget Law and saw the
completion of its revision, and moved faster to revise the regulations on its
enforcement. We issued the decision on deepening reform of the budget management
system. We fofmulated the guidelines on carrying out medium-term fiscal planning,
and began work on developing a national three-year fiscal plan on a rolling basis. We
drew up the proposal on reforming and improving the system of transfer payrents
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from the central to local governmernits and optimized the structure of payments,
cutting the number of items receiving special transfer payments by over one third
compared with the previous year and increasing transfer payments to old tevolutionaty
base atreas, areas with coficentrations of ethnic minorities, and border areas by 12.1%.

Second; systemnatic progress has been made in the reform of the tax system. We
further extended the ttials to replace business tax with VAT to include, on a national
scale, the railway transport, postal, and telecommunications industries. We drew up a
plan for the reform of consumption tax and improved policies on this tax. We
implemented nationwide reform to levy a price-based tesoutce tax on coal, adjusted
the rates of resource tax on ctude oil and natural gas, and cleared up and standardized
administrative charges and government funds related to coal, crude oil, and natural gas.
We cooperated with the work of the NPC on tax-related legislation, including
preparatory wotk on legislation on environmental protection tax, and submitted to the
NPC a suggested timetable for wotk on the implementation of the law-based taxation
prnciple.

Third, with a view to creating a better fit between government powers and
spending responsibilities, we made a systematic review of how powets and
expenditure résponsibilities are allocated in mature market economies, investigated the
current allocation of powerts and spending responsibilities in sectors including national
‘defense, public security, and food and dtug regulation, and achieved initial results in
our research on fiscal structural reform.

In addition, we published the guidelines on improving and strengthening
management of central government-funded research programs and their funding. We
formulated a2 plan for deepening teform of the management of science and
technology initiatives (ptojects and funds) financed by the central government,
restencturing the systemi of management for such initiatives (projects and funds),
dividing them into five categortics, and gave impetus to the transformation of the
government’s functions of managing sci¢nce and technology and the ways it exercises
management. We cartied out pilot reforms on management of the use and transfer of
scientific and technological advances and the way profits are derived from them. We
finished formulating the regulations on the enforcement of the Government
Procurement Law. We drew up regulations for managing the government procurement
of services and organized the launching of trials for governments to procure services.
We also gave our support to reforms in state-owned enterprises (SOEs) and in the
judicial, state asset, financial; and other important sectors.

Constraints on budgets were tightened.

We worked diligently to implement NPC-approved budgets and maintain their
authority. Despite a slowdown in the growth of government revenue and mounting
pressure on expenditure, the deficit was kept at the same level as the figure budgeted
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in early 2014. We examined and approved the budgets of cential govertiment
departments within the stipulated time frame, kept under strict control additional
items in their budgets for which funds may be appropriated and the time frames
within which such appropriations may be made, and reduced adjustments to
departmental budgets. We sped up the process of making central governmerit transfer
payments available to local governments, shortening the time needed for general
transfer payments from within 90 days to within 30 days of the approval of a budget.
We improved the methods for evaluating the progtess of implermentation of budgetaty
expenditures by local governments, and promptly urged localities where spending had
fallen behind schedule to speed up their implementation. We intensified efforts to
develop an accurate picture of cattryover and surplus funds, and launched ten specific
policies and measutes to make better use of available government funds. We
thoroughly reviewed and standardized local governments” special accounts and closed
approximately 12,000 accounts that tan counter to regulations.

Fiscal and budgetary management was made more standardized.

We teviewed and standardized preferential policies in taxation and other ateas.
The implementation of any preferential policy that was in breach of laws or
regulations was, as of December 1, 2014, terminated without exception, while those
 that were retained after the teview, along with any new preferential policies are all to
be brought under permanent mechanisms and standardized management. We further
-standardized the management of budgets for government-managed funds, and
established a mechanism for moving funds for which use should come under overall
planning from the budgets of government-managed funds to the general public
budgets. We improved management of state capital opétations budgets and further
taised the share of profits from the opetations of central government enterprises
tutned ovet to the central government. Funds transfetted from the budgets for central
state capital operations to general public budgets were increased to 18.4 billion yuan
from 6.5 billion yuan in 2013. The budgeting for national social security funds was
included in the draft budget for the first time.

Further improvements were made to the system for managing government debi.

We introduced guidelines on strengthening rhanagement of local government debt;
established a standardized mechanism for local governments to secute financing
through bond issuance; put into practice controls on the scale of local government
debt, budgetary managemient, and early warning against tisk; and established a local
government debt management mechanism under which the borrowing, use, and
repayment of funds are integrated. We worked to develop a clear picture of the
outstanding debts of local governments. We formulated methods for assessing and

giving eatly warnings on risks relating to local government debt. A total of 400 billion
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yuan worth of local government bonds were issued in 2014, and trials were
successfully launched in ten regions for local governments to issue their own bonds
and repay their ownr debts. We improved the system for managing the outstanding
balance of government bonds, increased the types of bonds included within the trials
of when-issued trading of govetnment bonds, improved the mechanism for the
petiodic issuance and reissuance of government bonds of key tetms, and fot the first
time, released the yield cutves of government bonds of key terms. We developed a
teform plan to introduce an accrual accounting-based comprehensive financial
reporting systerm of the government, and clearly delineated the basic thinking on,
major tasks for, concrete substance of, and steps for establishing such a system. We
encouraged innovations in investment and financing mechanisms, and promoted the
use of the public-private partnership (PPP) model, formulating guidelines on such
partnerships and initiating projects that demonstrate how the model works in practice.

Financial discipline was strengthened.

We intensified efforts nationwide to tighten wup financial discipline and deal with
unauthorized departmental coffers, and investigated and prosecuted all types of
financial behaviot in violation of the law or discipline. Irregularities to the sum of
140.6 billion yuan wete discovered in dreas including budgetary revenue and
expenditure and government procurement, and 1,538 individuals were held to account.
We strictly enforced the requirement that increases are not to be tolerated in spending
on official overseas visits, official vehicles, and official hospitality, and that such
spending should be cut; reduced expenditures on meétings; put a stop to the use of
‘official vehicles and office space by officials in excess of standards; and kept under
strict control the construction of new government buildings, increases in the total
number of government employees, and the use of government funds to host gala
patties or othér events. Reform of the system for the use of official vehicles by
agencies of the CPC Centtal Committee and the central government was basically
completed. Financial and accounting systems undetpinning the Regulations on
Practicing Thrift and Opposing Waste in Party and Government Bodies were
improved. Having basically achieved complete coverage of all budget-preparing
departments at and above the county level with the centralized treasury payment
system, we moved forwatd with the reform of town and township institutions
according to their types. We pushed for the itnplementation of digital cenitralized
treasury payment by all provincial-level finance departments. We actively promoted the
‘systern of listing items requiting procutement thtough government credit cards. We
strengthened the development of mechanisms for dynamic monitoring of the
implementation of budgets, with a focus on intensifying monitoring over spending on
meetings, training, hospitality, and major programs. We redoubled efforts to ensure

that budgets. and final accounts are released to the public, increasing the number of
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central government depattments that release their budgets and final aceounts to 99
and adding into budgets and final accounts a table specifically showing fiscal spending
on official overseas trips, official vehicles, and official hospitality. The budgets and
final accounts released by the central government and its depadrtments were detailed
down to the subsection level — the lowest level in the classification of functions of
expenditure, and the budgets of special transfer payments released wete detailed down
to the specifie project. Thitty-one provinces, antorniomons regions, and mu'_rli'c_:ipa]i_tics
under the central government released their general public budgets and the budgets of
their departments.

2. Budgetary revenue and expenditure in 2014
(1) General public budgets

Revenue in the general public budgets nationwide totaled 14.034974 trillion yudn,
an increase of 8.6% over 2013 (as below). Adding_ the 100 billion y’han_ from the
Central Budget Stabilization Fund, utilized revenue totaled 14.134974 trilhon yuan.
Expenditure inl the general public budgets nationwide amounted to 15.166154 trillion
yuan, up 8.2%. Including the 219.52 billion yuan used to replenish the Central Budget
Stabilization Fund and local budget stabilization funds and carried forward to the 2015
local budgets, and the 99.3 billion yuan used to repay the principal on local
government bonds, expenditure totaled 15.484974 trillion yuan. Total expenditure
therefore exceeded total revenue, leaving a deficit of 1.35 tillion yuan.

There was a further slowdown in the growth rate of revenue in the general public
budgets nationwide. There were several reasons for this. First, downward pressure on
the economy was great, and growth inh indexes including industrial production,
consumption, investment, and corporate profit demonstrated varying levels of decline,
leading to slower growth in revenue from value added tax (VAT), corporate income
tax, and other major forms of tax. Second, the producer price index (PPI) was
constantly falling, and the consumer price index (CPI) remained low, which had an
impact on the growth of government revenue as calculated according to current prices.
Third, policies to make adjustments to the real estate market grew in impact, and there
was 4 éteep decline in housing sales, leading to a significant slowdown in the growth
of revemue from real estate business tax, corporate income tax from enterprises in the
real estate industry, and deed transfer tax. In addition, expansion of the pilot scheme
to replace business tax with VAT and othet policies also led to a certain reduction in

g'overnme-_nt revenue.

Revenue in the central government’s general public budget amounted to 6.449001
trillion yuan, 100.2% of the budgeted figute and an increase of 7.1%. Adding the 100
billion yuan contributed by the Central Budget Stabilization Fund, total revenue used
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by the central government came to 6.549001 trillion yuan. Expenditure from the
central government’s general public budget amounted to 7.417436 trillion yuan, 99.1%
of the budgeted figure and an increase of 8.3% (this includes 2.256991 uillion yuan in
central government spending, 100.3% of the budgeted figute and an increase of
10.2%). Adding the 81.565 billion yuan used to replenish the Central Budget
Stabilization Fund, centtdl government expenditure totaled 7.499001 trillion yuai
Total central government expenditure exceeded total central governiment revenue,
leaving a deficit of 950 billion yuan, which was the figure budgeted for. Government
bonds in the central budget had an outstanding balance of 9.565545 trillion yuan at
the end of 2014, which mieant it had been kept within the limit of 10.070835 trillion
yuan budgeted for the year. The Central Budget Stabilization Fund had a balance of
134.115 billion yuan.

Figure 1
Balance of Central Government Finances in the General Public Budget in 2014
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Revenue in local governments’ general public budgets came to 7.585973 trillion
yuan, an increase of 9.9%. Adding the 5.160445 trillion yuan in tax rebates and
transfer payments from the central government, local government revenue in their
general public budgets totaled 12.746418 trillion yuan. Local government expenditure
in their general public budgets amouinted to 12:909163 trillion yuan, up 7.8%. Adding
the 137.955 billion yuan used to teplenish local budget stabilization funds and cartied
over to 2015 plus the 99.3 billion yuan used to tepay the principal on local
government bonds, local government expenditure totaled 13.146418 trillion yuan.
Total expenditure of local governments exceeded their total tevenue, leading to a local
government deficit of 400 billion yuan.



Figure 2

Balance of Local Government Finances in the General Public Budget in 2014
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The following passages detail the specifics on the implementation of the central
government’s general public budget in 2014,

1) Main revenue items

Domestic VAT revenue was 2.110297 willion yuan, 97% of the budgeted figure.
This shortfall was mainly due to increases in value added of industry and commodity
ptices being lower than projected at the beginning of the year, while the replacement
of business tax with VAT also led to a considerible reduction in revenue. Revenue
from domestic consumption tax was 890.682 billion yuan, 100.4% of the budgeted
figure. Revenue from VAT and consumption tax on imports amounted to 1.44244
trillion yuan, 96.6% of the budgeted figure. This discrepancy was mainly due to falls in
both the prices of impotted bulk commodities and the total volume of imports.
Revenue from customs duties came to 284.319 billion yuan, 101.4% of the b'udget'ed
figure. Cotporate income tax tevenue was 1.58125 trillion yuan, 101.3% of the
budgeted figure. Individual income tax tevenue was 442.596 billion yuan, 103.2% of
the budgeted figure. VAT and consumption tax rebates on exports came to 1.135648
trillion yuan, 100.2% of the budgeted figure. Non-tax revenue totaled 445.758 billion
yuan, 119.3% of the budgeted figure, which was mainly attributable to the increase in
profits turned over to the central government by some financial institutions.

Revenue in the central government’s general public budget exceeded the budgeted
figure by 11.001 billion yuan in 2014, which was used to teplenish the Central Budget
Stabilization Furid and cartied over to 2015 budgets in accordance with the newly
revised Budget Law and other relevant regulations.

2) Main expenditure items

Expenditure on agriculture, forestry, and water conservancy reached 647.422
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billion yuan, 99.8% of the budgeted figure and an increasé of 8.4%. Of this total,
central government spending accounts for 53.963 billion yuan, while transfer
payments made to local governments account for 593.459 billion yuan. Trials were
catried out to restore and improve cultivated land contaminated by heavy metals and
deal comprehensively with the over-abstraction of groundwater, We implemented and
improved policies on subsidies for farmets, and carried out trials in five provinces to
subsidize majot grain growets. The principle of giving high ptiotity to saving water
was put into action, leading to the improvement of small irtigation and water
conservancy faciliies in 1,200 key counties. Efforts to promote comptehensive
agricultural development and upgrade low- and medium-yield cropland were stepped
up, leading to the development of 1.8791 million hectares of high-grade cropland.
Efforts wete also devoted to cleaning up and imptroving the flood defenses of small
and medium-sized rivers, with work completéd oni a total of 46,000 kilometers of tivet.
Tmpetus was given to efforts to reinforce and improve the safety of small, poorly
maintained resetvoirs, We supported work to prevent flooding and fight against
drought. We supported the further mechanization of agriculture, and saw the overall
level of mechanization in ploughing, sowing; and harvesting exceed 61%. New types
-of agribusinesses were nurtured and supported. Improvements were made to the
policy for supporting grassland ecological conservation, and subsidies were provided
for 253.33 million hectates of grassland. We reformed the mechanisms for managing
government povetty alleviation funds, ensuring that these funds were used to geatet
effect, and helped 12.32 million rural residents lift themselves out of poverty. Steady
progress was made in the pilot reform to ensure guaranteed base prices for cotton and
soybeans. The trial to comprehensively teform the pricing for water used in agriculture
was deepened. We secured the completion of approximately 340,000 village-level
public wotks projects launched on the basis of deliberation by villagets and coveted by
the government award and subsidy system.

Spending on social security and employment totaled 706.609 billion yuan, 98.8%
of the budgeted figure and an inctease of 8.5%. The shortfall is mainly due to actual
-spending on natural disaster relief and subsidies for entitled groups being lower than
the budgeted amount. The total includes 69.988 billion yuan in central government
spending, and 636.621 billion yuan in transfer paymenis to local governmerits. We
provided social security subsidies and subsidies for public-service job positions to
assist those experiencing employment difficulties. A program to guide enttepreneurs
was implemented and impetus was given to college graduates secking employment or
starting up their own businesses. Basic pensions for enterprise retirees were raised by
10%, with per capita monthly benefits reaching 2,068 yuan. We merged the new
old-age insurance system for rural residents and the old-age insurance system for
non-working utban residents, creating a basic old-age insurance scheme for rural and
non-working urban residents. As of July 1, 2014, the per capita basic pension benefit
for people participating in the new insurance scheme was raised by 15 yuan per month.
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We further raised subsistence allowances for urban and rural residents. Work was
done to ensure basic necessities for people experiencing extfreme poverty, and we
supported the natdonwide mplementation of the temporary assistance system. We
increased subsidies and living allowances by at least 20% for disabled military
petsonnel, families of revolutionary martyrs, Red Army veterans living in rural areas,
eldetly ex-servicepersons, and other entitled groups. We wotked to protect and
manage overseas ﬁi-‘er_noxial_s for Chinese martyrs who gave their lives ou_t_sid_e of China.
We established the system for proxﬁdjng subsidies for the very eldetly and senior
citizens suffering from loss of physical and/ot mental capacity who ate expetiencing
financial difficulties.

Spending on medical and health care and family planning came to 293.126 billion
yuan, 96.5% of the budgeted figute and an increase of 11%. The shortfall is mainly
due to the decreases in the actual expenditures on medical insurance fot utban and
rural residents and in the spending on public hospital reform, fotr which arrangements
were made on the basis of progress in the teform of the medical and health care
systems. This total consists of 9.025 billion yuan of central government spending and
284.101 billion yuan made in transfer payments to local governments. Government
subsidies channeled through the new rural cooperative medical insurance system and
the basic medical insurance system for non-working urban residents were increased to
320 yuan per person per annum. For this putpose, the central government incteased
subsidies to local governments, and rates for individual contributions were faised to 90
yuan per petson per angum. We integrated all subsidies for medical assistance to
urban and rural residents, and expanded the scope of assistance for medical care. We
extended the major disease insurance pilot scheme for rural and non-wotking urban
residents to all provinces, autoiomous regions, and municipalities ditectly under the
central government. We suppotted the establishment of a natonwide system of
assistance for emergency medical treatment. A further 737 counties and 17 cities were
selected to begin trials in comprehensive public hospital teform. We supported the
launching of a standatd training program for 50,000 resident physicians nationwide,
and subsidized the training centers for the program. We incteased annual per capita
spending on basic public bealth services from 30 yuan to 35 yuan, and weighted
spending to favor rural doctors. Wotk on the prevention and control of HIV/AIDS
and other major diseases was strengthened, and support was given to help achieve
nationwide coverage with wotk on nucleic acid testing and HIV/AIDS prevention for
blocking mothes-to-child transmission. We raised the special subsidies given to
patents following the death of theit only child and to parents whose only child suffers
from soime form of disability. '

Spending on education totaled 410.19 billion yuan, 99.2% of the budgeted figure
and an increase of 8.2%. This total consists of 125392 billion yuan of central
government spending and 284.798 billion yuan made in transfer payments to local
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governments. The second phase of the three-year action plan for preschool education
was launched; a pilot initiative for offering remote rural areas preschool education
suppotted by volunteers on a rotating basis was put into dction; and encoutagemient
was given to the development of both government and private provision of education
services to increase the resoutces for pre-schooling. We futther improved the
mechanisins for guaranteeing the funding for compulsoty educaton in rural areas,
made a further 40 yuan inctease to the benchmiark for public funding per student in
ptimary and secondary schools in rugal areas, and on tbp of this, further increased
public funding for boarding schools in rural areas. We supported local governments i
comprehensively improving the basic conditions of schools providihg compulsory
education in poor ateas, so as to narrow the gap between urban and rural areas in
terms of compulsory education. As of November 2014, the subsidy given to those
areas covered by the pilot scheme to put in place a national plan. for improving the
nutrition of students receivirig compulsoty education in tural areas was faised from
three to four yuan per student per day, benefiting over 32 million primary and
secondary school students. We continuéd to support local governments to effectively
solve the issue of providing equal access to compulsoty education for the children of
migrant workers Jiving with their parents in cities. We ericouraged local governments
to set up a sound, reform-otiented and performance-based system for the allocation of
funds on a per student basis for highet vocational schools. Adjustiments and
improvements were made to the method for p_'_roviding govetrnment subsidies for the
“waiving of tuition fees at schools providing secondary vocatiorial education; and by
using awards in place of subsidies, support and guidance wete given to local
governments to optimize the distribution of secondary vocational schools and, on this
basis, imptove the basic conditions at these schocls. We imptoved the system for
allocating funds from the central budget to central government institutions of higher
learning to help promote the intensive development of higher education. Support was
continued for the developmient of local universities and colieges. We further improved
the system of government financial aid policies; extended this assistance to cover
preparitory students from ethnic minorities; and adjusted and refined the pol_ici"es
related to national education assistance loans, benefitting approximately 6.6 million
college students, 4.88 million regular high school students, and 12.34 million
secondary vocational school students.

Spending on science and technology came to 254.182 billion yuan, 95.1% of the
budgeted figute and an increase of 3.5%. The main reason that total spending fell
below the budgeted figure was that the allocation: of funds to major national science
and technology programs was carried out on the basis of their actual progress, and
certain programs fell behind the schedules set in early 2014 due to the great difficulty
of the research being conducted. This total is comprised of 243.666 billion yuan of
central government spending and 10.516 billion yuan in transfer payments to local

governments. Safeguards were provided for the implementation of major national
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science and technology progtams, and important progress and breakthroughs were
made in electronics, information, energy, envitonmental protection, biomedicine,
advanced manuficturing, and other fields. Strong support was given for basic tesearch,
with greater efforts being made to strengthén the sources of outcomes made through
innovaton. Impetus was given to reseatch on cutting-edge technologies and major
generic key technologies, as well as tesearch for the public benefit, and the integration
of science and technology with industry was strengthened. We supported the building
of platforms for innovation in science and technology, including basic natonal s¢ience
and technology facilities, and key national laboratorics, and wotled to help ensure that
scientific and technological resources are openly shared. We launched the national
seed fund for encouraging the application of advances in science and technology, and
drew on market mechanisms to promote the use of advances in science and
technology for profit and for application in industry. Suppott was given to making
major advances in the development of the national defense science and technology

mdustry.

Spending on culture, spotts, and media totaled 50.815 billion yuan, 99.2% of the
budgeted figure and an increase of 8.3%. This figure is comprised of 22.269 billion
yuan of central government spending and 28.546 billion yuan -made in transfer
paymerits to local governments. Efforts were continued to open more public cultural
facilities such as public libraries, museums, and memotial halls to the public free of
chaige. Efforts were stepped up to extend witeless digitalized coverage of central radio
and television programming. Support was provided for the protection of cultural
‘heritage, and trials were launched to preserve 327 traditional villages. Work was begun
to provide funding through the China National Arts Fund, and following assessment,
393 projects were selected to be granted funding. Efforts were made to see that large
. stadiums and gymnasiums are opened to the public free of charge or at low cost, and
further improvements were made to community sports and fitness facilitics. Support
was given fof the introduction of soccer in schools. Support was also given for the
development of cultural industries, and encouragement was given to the integrated
development of cultural and creative industties, design services, and other related
industties.

Spending on guaranteeing housing totaled 252.978 billion yuan, 100% of the
budgeted figure and an increase of 9%. This figure consists of 40.541 billion yuan of
central government spending and 212.437 billion yuan made in transfer payments to
local governments. We intégrated the central government funds earmarked for
low-rental housing, public rental housing, and the tedevelopment of rundown urban
ateas. Work to integrate the operations of public- and low-tental housing moved
forward. Policies were launched to subsidize the interest on loans used to finance the
construction of government-subsidized housing in urban areas. Construction on 5.11
million units of government-subsidized housing in urban areas was basically
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completed, and construction was begun on another 7.4 million units. Support was
given to the tenovation of dilapidated housing for 2.66 million poor rural households.

Spending on energy conservation and environmental protectioni came to 203.281
billion yuan, 96.4% of the budgeted figure and an increase of 3.2%. The shortfall is
primarily due to spending on subsidies for encouraging the sales of energy-efficient
vehicles with engine displacement of 1.6 liters or less being lower than anticipated.
The total is' made up of 34.453 billion yuan of central government spending and
168.828 billion yuan made in transfer payments to local governiments. Support was
increased for efforts to prevent and control air pollution in Beijing, Tianjin, Hebei, and
their surrounding areas as well as in the Yangtze River and Pearl River deltas. Support
was also given for the building of over 1,400 ait monitoring stations across China.
Trials wete launched to comprehensively improve the conditions of rivers, covering
each river’s entire drainage basin. We moved ahead the trials for the areas along the
Xin’an River basin to compensaté each other for their impact on water quality, and
moved forward with effotts to establish a mechanism for provinces to cbrnpen‘sate
each other for ecological damage or the costs of ecological protection. A total of
14,100 kilometers of pipe networks was constructed to complement urban sewage
treatment {acilities. Contiguous environmental improvement initiatives wete launched
in 13,112 villages, directly benefitting approximately 15.8 million people. Efforts were
begun to ensure mineral resources are being used comprehensively, and imptovements
were made to the envitonment in contiguous mining areas. The teial to completely
stop logging in key state-owned forest areas was launched in Heilongjiang Province.
We suppotted the implementation of a new round of efforts to return 333,000
hectares of marginal arable land back into forest or grassland. This year’s task of
closing down outdated production facilities in 15 key industries including steel and
cement was completed. We supported problem-solving in the development of
technologies for new-enetgy vehicles as well as demos and promotional work for the
vehicles, and encouraged the development of the cnetgy conservation and
environmental protection industties. We extended the scope of comprehensive
demonstrations of energy conservation and emission reduction based on integrating
financial policies. Efforts were stepped up to develop new energy and renewable
energy.

Spending on transpozt totaled 426.98 billion yuan, 98.3% of the budgeted figure
and an increase of 3.3%. Spending on stockpilifig grain, edible oils, and other materials
stood at 153.975 billion yuan, 110.5% of the budgeted figure and an increase of 21.6%.
The excess is mainly due to an increase in central government spending on subsidizing
interest payments made for stockpiling grain and edible oils and the expenses for

‘purchasing japonica rice and corn from northeast China. Spending on national defense
was 808.288 billion yuan, 100% of the budgeted figure and an increase of 12.2%.
Spending on public secutity came to 212.027 billion yuan, 103.4% of the budgeted
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figure and an increase of 9.7%. Spending on general public setvices totaled 125.134
billion yuan, 100.5% of the budgeted figure and an increase of 3.1%.

3) Central government tax rebates and transfer payments to local
governments

Central government tax rebates and transfer payments to local governments
totaled 5.160445 tillion yuan, 99.5% of the budgeted figure and an inctease of 7.5%.
This figute includes 2.756739 trillion yuan in general transfet payments and 1.894072
willion yuan in special transfér payments. General transfer payments accounted for
59.3% of total transfer payments, an increase of 2.2 percentage pbiﬂts over 2013.

(2) Budgets for governiment-nianaged funds

In 2014, revenue from government-managed funds nationwide came to 5.409338
trillion yuan, and expenditure from these funds amounted to 5.138775 trillion yuan.

Revenue from central government-managed funds totaled 409.751 billion yuan,
98.3% of the budgeted figure and a decrease of 3.3%. Adding the 90.713 billion yuan
carried forward from 2013, revenue from central government-managed funds totaled
500.464 billion yuan in 2014. Expenditure from central government-managed funds
totaled 431.954 billion yuan, 86.8% of the budgeted figure and an increase of 3.4%.
Of this, central government spending was 296.392 billion yuan and transfer payments
to local governments amounted to 135.562 billion yuan. A total of 68.51 billion yuan
has been carried forward to 2015 from central government-managed funds.

Revenue from funds managed by local governments reached 4.999587 trillion
yuan, an increase of 4.1%. This figure includes 4.26059 trillion yuan from the sale of
state-owned land-use rights. Adding the 135.562 billion yuan in transfer payments
from central government-managed funds, total revenue from local government-
-managed funds was 5.135149 tillion yuan. Expenditure from local govesnment-
managed funds totaled 4.842383 trillion yuan, an increase of 1.4%. This includes
4.120245 trillion yuan of spending from the proceeds of selling state-owned land-use
rights.

(3) Budgets for state capital operations

In 2014, budgetary revenue from state capital operations nationwide totaled
202.344 billion yuan, and budgetary expenditure on state capital operations totaled
199.995 billion yuan.

Budgetary revenue from the central government’s state capital operations totaled
141.091 billion yuan, 98.9% of the budgeted figure and an increase of 33.3%. Adding
the 15.219 billion yuan cartied forward from 2013, total revenue stood at 156.31
billion yuan. Budgetary spending on the central government’s state capital operations
came to 141.912 billion yuan, 89.9% of the budgeted figure and an increase of 45.1%.
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Of this, 18.4 billion yuan, an increase of 183.1%, was brought into the general public
budget and spent on social secutity and other areas related to the people’s quality of
life. Surplus budgetary revenue from the central government’s state capital opetations,
totaling 14.398 billion yuan, was carried over to 2015.

Budgetary revenue from state capital operations of local governments totaled
61.253 billion yuan, and total budgetary spending amounted to 58.083 billion yuan.
Surplus budgc-fary revenue from state capital o"p_eraﬁo_n-s of local governments was
carried forward to 2015.

(4) Budgets for social security funds

In 2014, revenue from social security funds nationwide totaled 3.918646 trillion
yuan, 104% of the budgeted figure. This includes 2.91041 trillion yuan of insurance
premiums and 844.635 billion yuan of government subsidies. Social secutity fund
expenditure totaled 3.366912 trillion yuan nationwide, 103.3% of the budgeted figure.
Revenue exceeded expenditure in 2014, leaving a surplus of 551.734 billion yuan, and
the year-end balance réached 5.040876 trillion yuan after the surplus in 2014 was rolled

-Over.

In general, fiscal operations were basically steady in 2014 and fresh progress has
been made in fiscal reforms and development. We owe this to the sound policymaking
and firm leadership of the CPC Central Committee and the State Council; to the
oversight, guidance, and strong support from the deputies of the NPC and the
members of the CPPCC National Committec-; and to the joint efforts and hard work
of all regions, government depatrtments, and all our people.

At the same time, we are sobetly aware of the following difficulties and problems
in fiscal operations: Urider the current tax system, as our country’s economic growth is
slowing down and the PPI is continuously falling, the rate of growth in government
revenue has also been falling significantly, indicating a cleat trend towards moderate to
slow growth, and non-tax tevenue has been accounting for too big a share of the total
revenue. Government expenditure continués to rise, and the structure of expenditure
is becoming increasingly tigid. Some spending policies are fragmentary; and the design
of our institutions still leaves room for improvement. Without deeper reform,
spending would be impossible to sustain, thus placing enormous pressure on public
finance in the medium to long term. All kinds of risks that wete pteviously hidden are

beginning to show. Although the tisks of local government debt can, on the whole, be
controlled, the task of defusing them is a formidable one. As 2 stream of measures to
reform the fiscal and tax systems are being introduced, traditional thinking and routine
practices arc corning to clash with the new demands of reform, which makes it
difficult to implement reform measures. As well as this, people’s awareness of the
importance of financial discipline is somewhat faint, and economic and financial laws
and tegulations are mot strictly observed. During the implementation of budgets,
14



problems such as the erosion, leakag_e, and fraudulent use of funds are not uncommon,
meaning there is still a2 need to improve the standardization, security, and effectiveness
of the use of funds. We view these problems as cxtremely important and will take
effective measures to resolve them.

11. Central and Local Draft Budgets for 2015

The year 2015 will be ctucial to the comprehensive deepening of reform; it is the
first year for comprehensively advancing the law-based govetnance of China and the
final year for completing the Tiwelfth Five-Year Plan. When it comes to cartying out
the policies and plans of the CPC Central Committee and the State Council, and
modernizing our nation’s governance system and capacity for governance, it is of great
consequence thit the budgets for 2015 are well formulated, and that we go further in
giving proper expression to the role of public finance.

In 2015, the domestic and international economic situation will remain
complicated. With the impact of growing downward pressute on the economy, further
structutal adjustments, all-round reform, and the slowdown in the growth of
government revenue, the imbalance in govérnment revenue and expenditure this year
‘will be miore notable. In light of the fiscal and economic situation that we face, in
catrying out public finance work and preparing the budgets for 2015, we need to fully
put into practice the guiding principles of the 18th National Congtess of the CPC, the
third and fourth plenary sessions of its 18th Centtal Cominittee, and the Central
Economic Wotk Conference; act in the spitit of General Sectetaty Xi Jinping’s major
speeches and, on the basis of the decisions and plans of the CPC Central Committee
and the State Council, persevere with secking progress while keeping performance
stable and with catrying out reforms and innovations. We need to continue to
implesment proactive fiscal policy and, to an appropriate extent, step up the intensity;
giving full scope to the important role of fiscal and tax policies in stabilizing growth,
advancing structural adjustment, and promoting reform. We need to deepen reform
of the fiscal and tax systems, thoroughly put into effect the new Budget Law and the
decision of the State Council on deepening reform of the budget management system,
‘improve regulations on budgetary management, and make our budgets more open and
transparent. We need to improve the government budgeting system and increase the
coordination between budgets. We need to make good use of both available and
additional funds, and optimize the structure of budgetary expenditures, ensuting
spending in some areas while cutting it in others so that spending in key areas,
especially areas relating to people’s quality of life, is guaranteed while general
expenditure is brought under tight control. We must enforce strict financial discipline.
We must strengthen management of local government debt, be on our guard against
fiscal risks, and give impetus to steady, sound economic development and social
harmony and stability.
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‘The new Budget Law comes into effect in 2015, thus the requirements of that law
miust be strictly complied with in prepating the central and local government budgets
for this year.

First, key items in the budgets that, according to the stipulations of the new
Budget Law, are subject to examination and approval by people’s conigresses, need to
be reported in detail, including the implementationi of the ptevious year’s budgets,
arrangements of this yeat’s budgets, government debt, and transfer payments.

Second, the emphasis must be on reporting on budgeted expenditute and fiscal
policies so as to actively invite oversight.

Third, existing funds need to be put to good use. The central and local
governiments will go further to sort out cartyover and surplus funds, keep newly added
catrryover and surplus funds under strict control, and make use of recovered funds in
key ateas of economic and social development.

Fourth, efforts to catry out overall planning for budgets need to be intensified.
Revenue and expenditure from local educational surcharges and ten other funds will
be transfetred from government-managed funds budgets to general public budgets.
And the proportion of funds to be transferred from the budgets for state capital
opetations to the general public budgets will be further increased.

Fifth, budgets need to be made mote detailed. Budgets for basic expenditutes at
the central level and for central government depattments in the draft budgets need to
be detailed down to the specific economic category. On the basis of having itemized
budgets for transfer payments by project, such budgets also need to be detailed to
specific regions. The overall size of budgets compiled by finance departimeats for
other departments and projects will be further cut back, and we will make more funds
for budgetary items available at the start of the year.

Sixth, we need to make progress across the board in releasing budgets. With the
exception of cases in which classified information is involved, any department that
receives government allocated funds must make its budgets open to the public.

1. Fiscal policy for 2015

We will continue to implement proactive fiscal policy in 2015 and, as appropriate,
increase the intensity. This will be mainly reflected in the following four areas:

First, we will increase the deficit by an appropriate amount and put to use funds
cartied over from previous yeats to increase the intensity of spending. Goverament
deficit for 2015 is pro}‘ec-ted' to be 1.62 trillion yuan nationwide, an increase of 270
billion yuan over last year, with increases in both the central government deficit and
the local government deficit. This means that the deficit to GDP ratio will come to
approximately 2.3%, up 0.2 petcentage points on last year. In addition, the special debt
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of local governments that has been placed under the management of
government-managed funds budgets will increase by 100 billion yuan; and the central
government will use 112.4 billion yuan of funds carried over from previous yeats to
further increase the intensity of spending.

Second, we will implement structural tax cuts and reductions to fees across the
board to strengthen our suppott for the real economy. As we push forward with the
‘reform of the tax system, we will review and standardize tax relief and other
prefetential policies, and channel great energy into completing our work to replace
business tax with VAT in all industries, thus further eliminating duplicate tax charges.
‘We will make sure measures to reduce fees across the board are fully implemented,
reduce ot waive payments into government-managed funds as well as administrative
chatges for small and micro businesses, and continue to do away with unauthorized
chatges in order to relieve the burden on these enterptises.

Third, we will strengthen efforts to make use of existing government funds; and
use funds mote effectively. We will act in line with the requirements of the new
Budget Law. to develop an accurate picture of carryover and surplus funds, and in
putting these funds to use we will favor areas such as public services, infrastructure,
and improving quality of life. We will review special fiscal accounts, set ceilings for
working capital in the budgets and budget stabilization funds, and formulate three-year
fiscal plans on a rolling basis to prevent new funds from becoming idle.

Foutth, we will keep government investments at a certain scale, and make good
use of the guiding role of such investments. This yeatr the central government will
earmark 477.6 billion yuan for investment in infrasttucture, which is 20 billion yuan
more than the previous year. The orientation of government investment will be
adjustéed and improved, with funds being used primarily for major state projects,
trans-regional and cross-watershed investment projects, and major projects with strong
externalities. We will further reduce investment in competitive areas and on subsidizing
small or miscellaneous local projects.

Majot spending policies ate as follows:
Edncation

We will carry out the second phase of the action plan for preschool education.
QOur focus will continue to be on poot areas and schools that are badly built and
‘poorly equipped, and support and guidance will be given to local governments to
encourage them to increase input into efforts to develop ptimaiy and secondary
boarding schools in poor tural areas, expand and renovate schools iri counties and
townships to help them cope with increasing class sizes as more and mote students
from villages attend these schools, and mmprove facilities for primary and secondaty
school stadents, all with the aim of improving the basic conditions of badly built and
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pootly equipped schools for compulsory education. We will implement the system of
government financial aid policies. We will raise the annual government grants for
students in secondary vocational schools and regular senior high schools from 1,500
yuan to 2,000 yuan per student. We will continue to inplement the quality
improvement plan for modern vocational education, and guide and incentivize local
governments to step up the pace of wotk to improve theit systems for allocating
funds to vocational colleges based on student numbers. In this regatd, awards and
subsidies will be given to local governments from the central budget based on an
evaluation of their respective progress in developing such a system, conttibution of
financial resources, reform and development in vocational education, and other factots.
We will reform and improve the funding mechanisms for institutions of higher
learning under the central government so that the cost of education can be shared
between the governiment and students in a reasonable way; and we will encoutage
these institutions to cmbrace an internal quality building model of development and
cultivate inhovative students. Impetus will be given to inteérnational exchange and
cooperation in education.

Science and technology

We will put inte practice the strategy of innovaton-driven development. We will
deepen reform in the management of science and technology initiatives (projects and
funds) financed by the central government, taking proactive steps to optimize and
integrate all types of science and technology initiatives, establishing an open and
unified national science and technology management platform, and developing
comptehensive, integrated methods for planning and implementing initiatives. We will
-expand the scale of the national seed fund for the application of scientific and
technological advances and attract motre nongovernmental funds and financial capital
to support application. We will establish a national seed fund for investment in
business start-ups in emerging industries, offering financial support primarily to
innovative entetprises in emerging industries which are still in the embryonic stage,
thus generating impetus for new businesses, innovation, and the upgrading of industry
by pooling government, nongovernment, and private funds. We will promote the open
shating of scientific and technological resources by establishing a mechanism of
subsidizing operators of major national facilities for scientific research and large or
costly research apparatus who allow public access to their facilities. We will improve
the funding system for research institutes at the central level. We will give financial
support to speed up progress in major national science and technology initiatives. We
will improve government procurement policies and measures that support innovation
‘and increase procurement of innovative products. Trials will be launched to test a
compensation tnechanism for insuting major newly developed technological
equipment.
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Social secarity and employment

We will keep to the rate of 10% in raising basic pension benefits for enterprise
retirees. In reforming and improving the basic old-age insurance system for workets,
we will focus on actuarial balance, combining contributions from different sources
with funds in personal accounts, so as to close loopholes in the system and strengthen
the supporting capacity of the insnrance fund.

A basic old-age insutance system for the employees of Party and government
offices and pub]ic. institutions will be established, in which the contribution from the
employer is equivalent to 20% of the employee’ total salary and the individual
contribution is equivalent to 8% of the base figure of the employee’s salary. An
occupational anruity system will also be established, in which the contribution from
the employer is equivalent to 8% of an employee’s total salary and the individual
contribution is equivalent to 4% of the base figure of the employee’s salary.
Adjustinents will be made to the salaries of emiployees in government bodies and
public institutions. For public servants at the county level ot lower, a salaty system
based on both position and rank will be implemented. We will complete wotk on
standardizing allowances and subsidies for public servants and introducing
petformance-based pay in public institutions, and conduct teseatrch on the
establishment of a system of additional allowances for certain aress. '

We will increase support for financial aid and living subsidies to people facing
setious difficulties to ensure that they have access to basic necessities, implement the
temporaty assistance system nationwide, and make sure wotk related to the
subsistence allowances for both utban and rural residents is done propertly.
Adjustiments will be made to subsidies and living allowances for entitled groups when
appropriate.

We will optimize the mix of expenditures on employment. We will implement the
initiative for promoting employment for university graduates and the scheme fot
guiding university students in starting new businesses, and give priority to work related
to the employment of groups in mote difficult circumstances, including migrant
workets. We will put into effect and improve the policy of providing subsidies from
the unemployment insurance fund to enterprises which maintain stable employee
numbers duting structural adjustments, and reduce the conttibutions of enterprises to
the unemployment insurance fund. We will strengthen the government’s capacity for
providing public employment services.

Medical and bealth iare

We will inctease investment in public health services and comptehensive public
hospital reform. We will raise annual per capita spending on basic public health
services from 35 yuan to 40 yuan, with the entire additional funds in rural areas to be
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used for purchasing basic public health services from rural doctors. We will increase
support for the prevention and control of major diseases. The comprehensive reform
of county-level public hospitals will be extended to all counties, and the centtal
government will continue to provide a subsidy of thtee million yuan per county. The
reform of public hospitals in utban areas will be extended to mote cities. Efforts will
be continued to provide standardized training for resident physicians, with annual
subsidies of 30,000 yuan pet petson from the central government.

We will imiprove the basic medical insurance system for urban and rural residents,
raise government subsidies for the new rural coopérative medical care system and
basic medical insurance for nonworking urban residents from 320 yuan to 380 yuan
per person per annum, and make a corresponding increase to the annual individual
conttibution, which will go up from 90 to 120 yuan per person. The major disease
insurance scheme for rural and non-working urban residents will be introduced
nationwide, with an appropriate inctease in the requited contributions.

Agriculture

We will iricrease support for implementing the strategy on developing sustainable,
ecologically friendly agriculture. The trials for restoting and improving cultivated land
contaminated by heavy metals and trials for dealing comprehensively with the
over-abstraction of groundwater will both be expanded. We will support efforts to
improve the subsoil of cropland, develop eco-friendly tilling, and return plant stalks to
fields in otder to restore and improve the productivity of the land. We will give greater
suppott to major grain-, edible oil-, and seed-producing counties, and imptrove the
mechanisms for subsidizing major grain-growing areas. We will strengthen the building
of farimland irrigation and watet consefvancy infrastructure and supporting end-use
facilities for major water conservancy projects. We will increase investment in
comprehensive agticultural development, and work hard to build high-grade farmland.

We will improve the policies on agticultural subsidies, initensify efforts to combine
funds for this purpose, and use subsidies in a mote precise, tatgeted, and effective way.
We will improve the methods for carrying out reforms to ensure guaranteed base
prices for cotton and soybeans. Great effort will be channeled into offering suppott to
larger-scale operations, making thoroughgoing innovations in farmer cooperatives,
intensifying institutional innovation in the trials to provide commercial services for the
whole process of agricultural production, and integrating the development of primary,
secondary, and tertiary industries in rural areas. Policies on rural finance and
agtricultural insurance will be improved to guide more ptivate capital to invest in the
development of modern agticulture.

We will improve the government award and subsidy mechanism for village-level
public works launched on the basis of deliberation by villagers, and continue
developing pilot projects for building beautiful rutal areas and trials to exemplify

20



towns designated by provincial-level governments. We will work proaetively to
advance demonstrations and trials for comptehensive rural reform and the pilot
reform to relieve state-owned farms of social service responsibilities, and we will
seatch for effective ways to develop the rural collective economy. We will support
steady steps forward in the trials for determining, registering, and certifying contracted
raral land-use rights, with subsidies of 150 yuan per hectare from the central
government for China’s cultivated land area of 121 million hectares. These subsidies
will be granted on a yeatly basis according to the actual progress of the work. We will
support poverty alleviation and developinent m majof contiguous poor areas, and
carty out carefully targeted measures to ensure that the funding for poverty alleviation
actually reaches the pecple who need it.

Ecological conservation and environmenital protection

We will go further in encouraging efforts to protect vitgin forests, establishing an
award and subsidy mechanism for halting logging in areas of natural forest not yet
covered by the protective policy, and increasing existing subsidies for those areas of
natural forest that alteady fall under the policy. A further 666,667 hectares of marginal
farmland will be returned to forest ot grassland. We will go further in improving the
financial compensation system for fotest conservation and forestry that. produces
positive ecological impact and the policy on subsidies and awards for the ecological
conservation of grassland. We will increase investment in conttolling air pollution. We
will integtrate financial resoutces to: establish. funds fot the prevention and control of
watet pollution to help strengthen efforts in this regard, and carry out pilot projects to
comprehensively improve the conditions of rivers by covering each tivers entre
drainage basin. We will establish mechanisms to cover every aspect of efforts to
promote the use of new-energy vehicles. We will adjust and improve the uses of
existing funds for supporting the closure of outdated production facilitiés to tackle
overcapacity. We will extend to more areas the comprehensive demomstrations for
efiergy coniservation and emission reduction based on integrating financial policies,
and gi:ant a fuill package of incentives to eligible- provinces. We will deepen reform of
the cap-and-trade system for pollution discharge, and expand trals of having
provinces situated on the upper and lower reaches of river basins compensate each
othet for theit impact on water quality.

Gaﬂmmmr—.r#b.fidi{ed housing projects

To make sure that all the tasks for this year are completed, we will steadily shift
the focus of our efforts from mainly providing physical housing to. providing both
housing and finaricial subsidies, thereby subsidizing both hotnes and home buyers; we
will make use of the PPP model and government procuremeént of services, guiding
nongovernmental capital to become involved in purchasing, building, and managing
public rental housing; we will actively suppott the rebuilding of rundown areas in the
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cities; and we will make good use of available housing. We will develop methods for
petformance assessment on utban government-subsidized housing projects. We will
step up efforts to renovate dilapidated rural housing and coordinate cfforts for making
rural housing more resistant to. earthquakes.

Cultire

We will support the development of a modern public cultural service system, and
take steady stéps to make the delivery of basic public cultural services increasingly
standardized and equitable. We will support iimplementation of the initiative to make
sure Chinese culture is passed on, strengthen the protection of cultural heritage and
traditional Chinese villages, and promote the development of folk culture and ethnic
minotity cultures. We will support efforts to help art and literature to thrive and
cultivate cultural talent, and we will put our weight behind énsuring_ the production of
more works of distinction that have depth, contain a positve social message, and
demonstrate a2 human touch. We will support effotts to strengthen the international
communication capacity of our key news media outlets, and integrate the
development of traditional and emerging media. We will establish a sound system to
boost the cultural sector, and accelerate the development of its key industries.

Administration of justice

We will support the establishment of citcuit courts under the Supreme People’s
Court and the establishment of courts in Beijing, Shangha_i, and Guangzhou for
dealirig with intellectual property rights related cases. We will push fotward with trials
to have provincial governments exercise unified management of and provide funding -
for the human, financial, and material resources of local courts and procuratorates
below the provincial level.

Strengthening national defense and the armed farce.r

To strive for the goal of building powetful armed forces, we will strengthen the
military in all respects so that they are mote revolutionaty, modern, and standardized;
so that they are constantly developing their ability to complete their missions and tasks;
so that they safeguard China’s sovereignty, security, and tetritorial integrity; and so that
they ensure its peaceful development. |

 Improving the fiscal and transfer payments systems

We will adjust the mechanism for sharing the increase in export tax rebates.
Beginning in 2015, the central government will pay the full sum of the inctease in
export tax rebates, and will no longer turn the increase in consumption tax over to
local governments at a ratio of 1:0.3. This will help build a market that is unified
across the country and improve the consumption tax system. We will establish sound
‘mechanisms to link the transfer payments a government receives to the number of
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people from rural areas who have become repisiered permanent residents in utban
areas within theit jurisdiction. We will step up efforts to comb through and rearrange
special transfer payments, so that in 2015, the number of items receiving special
transfer payments from the central government will be further cut, this time to around
‘one hundred.

2. Revenue projections and expenditure approptiationis for 2015
(1) General public budpels

Revenue in the central government’s general public budget is projected to reach
6.923 trillion yuan, up 7% over the actual figure for 2014. Adding the 100 billion yuan
from the Central Budget Stabilization Fund, revenue in 2015 should amount to 7.023
trillion yuan. Expenditate from the central government’s general public budget is
projected to reach 8.143 trillion yuan, an increase of 9.5% (up 8.8% after deducting
the reserve funds). This consists of 2.5012 trillion yuan spent at the centtal level,
5.5918 trillion yuarn paid out as tax rebates and transfer payments to local governments,
and 50 billion yvan of teserve funds for the centtal budget. Total expenditure is
projected to exceed total revenue, leaving a deficit of 1.12 trillion yuan, an increase of
170 billion yuan on 2014. The ceiling for the outstanding balance of government
bonds in the central budget will be 11.190835 trillion yuan. The Centtal Budget
Stabilization Fund will have a balance of 34.115 billion yuan.

Figure 3
Public Budget Balance of Central Government Finances in 2015
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Revenue Expendirare

The revenue in local governments’ general public budgets is projected to total
8.507 ttillion yuan, up 7.5%. Adding the 5.5918 trillion yuan in tax tebates and iransfer
payments from the central gOve‘rnr-hent, the revenue of local governments is expected
to reach 14.0988 trillion yuan. Local government expenditure from theit general public
budgets is projected to total 14.5988 trillion yuan, up 10.2%. The projected local
government deficit thus stands at 500 bilion yuan, an increase of 100 billion yuan
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over last year’s budgeted figure. The State Council has given its approval for this deficit
to be made up by the issuance of general bonds by local governments. It should be
noted that as the budgets of local governments arc prepared by local people’s
governments and submitted for approval to the people’s congtresses at their respective
levels, related data is, at this tirne, sdll being collected. The revenue and expenditure
figures for local budgets that appear above have been compiled by the central finance
authorities.

The above figures on budgeted revenue and expenditure for 2015 alteady take into
account the figures from government-managed fund budgets that are incorporated
into general public budgets. This refers to the following: in accordance with the plan
on improving the government budgeting systém, which was approved by the State
Council, as of January 1, 2015, the revenue and expenditures of eleven
government-managed funds, such as local education surcharges, are to be transferred
into general public budgets, While this means reductions to the budgetary reveue and
expenditure for government-managed funds, the estimated figutes on revenue and
expenditure for the general public government budgets in 2015 and the base figures
for revenue and expenditure in 2014 have been increased accordingly so that there will
be little impact on the increase for projected revenue and expenditure in general
-government budgets for 2015.

Combining the central and local general public budgets, it is projected that
national revenue will amount to 15.43 trillion yuan, up 7.3%. Including the 100 billion
yuan from the Central Budget Stabilization Fund, total revenue available is expected to
reach 15.53 trillion yuan. National expenditure is budgeted at 17.15 tillion yuan, up
10.6%. This will produce a national deficit of 1.62 trillion yuan, an increase of 270
billion yuan over 2014.

The projected figute for total expenditure in the central budget for 2015 is 8.143
trillion yuan, up 9.5% (an increase of 8.8% after deducting the resetve funds), to
which a further 1124 billion yuan is to be added in funds cartied forward from
previous years. The total expenditure in the central budget is divided into spending by
the central government, spending on tax rebates, and transfer payments made to local
governments.

Central government spending in 2015 is projected to total 2.5012 trillion yuan, up
10.4%, to which a further 27.9 billion yuan is to be added in funds carried over from
previous years. The main expenditure items are arranged as follows:
= The apptroptiation fot agriculture, fofestry, and water consetvancy is 66.062
billion yuan, up 18.6%.

= The apptopriation for social security and employment is 72.93 billion yuan, up
4.2%.

a  The appropriation for education is 135.151 billion yuan (including 6 billion
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yuan cartied forward from previous years), up 8.8%.

o The apptoptiation for science and technology is 275.725 billion yuan
(including 17 billion yuan cartied forwaid from previous years), up 12.3%.

= The apptoptiation for cultute, sports, and the media is 24.921 billion yuan, up
6.4%.

= 'The appropdation for medical and health care and family planning is 11.019
billion yuan, up 22.1%.

= The approptiation for energy conservation and environmental protection is
29.125 biilion yuan.

= The appropriation fot transport is 80.689 billion yuan.

#  The appropration for stockpiling grain, edible oils, and other materials is
154.638 billion yuan, up 33.2%. This is mainly due to the increases in the
subsidies to help pay expenses and intetest on loans used for stockpiling grain
and edible oils, subsidies fot price differences in stockpiling grain and edible
oils, and subsidies for making up losses in auctioning stockpiled cotton.

8 The appropriation for national defense is 886.898 billion yuan, up 10.1%.

= The approptiation for public secutity is 154.192 billion yuan, up 4.3%.

= The appropriaton for general public services is 100.491 billion yuan.

s The appropiation for natural resoutce exploration and information
technology is 29.684 billion yuan.

= A total of 4.9 billion yuan which has been catried forward from previous years
is to be used for standardizing allowances and subsidies for public setvants
and implementing performance-based pay for the employees of public
institutions.

Central government tax rebates and transfer payments made to local governiments
will amount to 5.5918 trillion yuan in 2015, up 8.1%, to which a further 84.5 billion
yuan is to be added in funds carried over from previous years.

Of this amount, general transfet payments will account for 3.004537 trillion yuan
(inchuding 81.5 billion yuan cartied forwatd from previous years), up 12.6%. General
transfer payments for equalizing access to basic public setvices will teach 1.921508
trillion yuan (including 71.5 billion yuan carried forward from previous years), an
increase of 14.8%, with transfer payments to some local governments to be increased
for their bearing the expenses of implementing the policy of adjusting the salaries of
‘employees of theit offices and public institutions. General transfer payments for old
revolutionaty base areas, areas with concentrations of ethnic minorities, bordet ateas,
and poot areas will total 125.565 billiofi yudn, up 12%. Genetal transfer payments for
the basic pension and other purposes will come to 458.184 billion yuan (including 10
billion yuan catried forward from previous years), up 20.1%.

Special transfer payments will come to 2.156434 willion yuan (including three
billion yuan carried forward from previous years), an increase of 8.1%. The principle
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of either zero-increase or seme reduction will be applied to special transfer payments
unless otherwise stipulated on in specific policies. The main items that do have
increased budgets for special transfer payments include:

First, budgets for education include 32.75 billion yuan in subsidies for renovating
rural schools for compulsory education that are badly in need of improvement, up
6.3%; 14.788 billion yuan of edrmarked funding for the initiative to swengthen the
quality of modern vocational education, up 24.6%; and 40.492 billion yuan in financial
assistance and subsidies to students, an increase of 18.7%.

Second, budgets for social secutity and medical and health care include 36.963
billion yuaii in subsidies for entitled groups, an increase of 19.9%; 120.768 billion yuan
mn living allowances and subsidies for people facing financial difficulties, up 7.1%;
49.804 billion yuan in subsidies for public health services, up 8.7%; and 12.56 billion
yuan i subsidies to public hospitals (including 3 billion yuan carried over from
previous years).

Third, budgets for energy consérvation and environmental protection include
11.55 billion yuan of funding for the prevention and control of ait pollution, up. 9.5%;
47.85 billion yuan in subsidies for energy conservation and the reduction of emissions,
up 40.4%, which is principally because, in accordance with the plan for the reform of
oil price-adjusting subsidies, subsidies for petroleum-fueled buses are to be
transformed into subsidies for new-energy buses and integrated into the budget for
spending on enetgy conservation and emissions reduction; 17.617 billion yﬁan. in
subsidies for protecting nataral forests, up 21.4%; and 30.865 billion yuvan in central
government special funding fot returning cultivated land to forest, up 8.8%.

Fourth, budgets for agriculture include 20.158 billion yuan in subsidies for
agricultural resource and ecological protection, up 12.1%; 15.245 billion yuan in
subsidies for the expansion and servicing of agticultural technologies, up 20.9%;
42.756 billion yuan in subsidies for the construction of fagmland irripation and water
conservancy infrastructure and water and soil conservation, an increase of 33.5%; and
35.089 billion yuan in subsidies for the forestry industry, up 15.7%.

Fifth, a total of 124.3 billion yuan in earmarked funds will be designated for use in
financing government-subsidized housing projects in rural areas, an increase of 9.1%.

(2) Budgets for government-managed funds

The revenue budgeted for government-managed funds is compiled by taking into
account a comprehensive range of factors including the tevenue base, price changes,
and policy adjustments while basing these considerations on the implementation of
the equivalent budget from the previous year. The expenditure budgeted for
government-managed funds is compiled in accordance with the principles of
arranging expenditures based on revenue, keeping a balance between total expenditure
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~ and total revenue, and using designated funds for their intended purposes.

The revenue of central government-managed funds will total 436.387 billion yuan,
up 11.7%. Adding the 72.072 billion yuan cartied forward from last year, in 2015, the
total revenue of central government-managed funds will reach 508.459 billion yuan.
The expenditure from central government-managed funds will also be 508.459 billion
yuan, up 25.4%. This figure is comprised of 366.928 billion yuan of central
government spending, up 27.2%, and 141.531 billion yuan in transfer payments made
to local governments, up 20.9%.

It is projected that the revenue of funds managed by local governments will total
4.450951 trillion yuan, down 4.7%. This figure includes 3.9452 trillion yuan from the
sale of state-owned land-use rights, down 4.7%. Adding the 141.531 billion yuan in
transfer payments from central government-managed funds, the projected total for the
tevenue of local government-managed funds is 4.592482 trillion yuan. Approval has
been given by the State Council for special bonds to the total value of 100 billion yuan
to be issued by local governments for the development of public-service programs
that will vield a certain degree of revenue. The expenditure from local
government-managed funds will total 4.692482 trillion yuan, up 2.6%. This figure
includes 3.977877 trillion yuan of spending allocated from the proceeds of the sale of
state-owned land-use tights, a dectease of 1.4%.

When the central and local budgets are combined, the projected figute for the
tevenue of the central and local govetnment-managed funds stands at 4.887338
trillion yuan, down 3.5%. Including the 72.072 billion yuan cartied forward from the
previous year and 100 billion yuan in special bonds issued by local governments, the
projected total revenue of government-managed funds nationwide comes to 5.05941
trillion yuan, with the expenditure from these funds also budgeted to total 5.05941
trillion yuan, an increase of 4.1%.

It should be noted that, following the incotpotation of the revenue and
expenditure of eleven government-managed funds, such as local education surcharge,
into the general public budgets, there was a drop in the total budgetary revenue and
expenditure of central and local government-managed funds in 2015. Due to this, we
have loweted the base figures for 2014 accordingly, and can still calculate the increases
ona cornpa.’tablé basis.

(3) Budgets for state capital operations

According to the scheme approved by the State Council for improving the
government budgeting system, in 2015, we will take the following measures to
impiove the budgeting system for state capital operations.

The proportion of funds allocated from the central government’s state capital
operations budget to the general public budget will be further increased.
27



The areas of spending from the central govetnment’s state capital operations
budget will be cleatly delineated: apart from allocations for transferal into the general
public budget or for replenishing social security funds, funds will be used primarily to
cover expenditures for addressing longstanding problems of SOEs and their relevant
reforms, injecting capital into SOXs, and providing them with policy-based subsidies.

Transfer payments to local governments made in the centfal govetnment’s state
capital operations budget will be used in supporting SOEs under the central
government and enterptises decentralized after 1998 in the coal, non-ferrous metal,
defense, and other industries in addressing their longstanding ptoblems and
supporting efforts in completing the reform of collectively owned businesses operated
by SOFs.

Some state-owned financial enterprises under the central government will be
brought into the scope covered by the state capital operations budget.

In 2015, the tevenue from state capital operations of the central government is
estimated to be 155 billion yuan, up 9.9% over the previous year. Adding the 14.398
“billion yuan carried over from last year, the projected total for revenue from state
capital operations of the central government is 169.398 billion yuan. Expenditure
from the central government’s state capital operations budget will reach 169.398
billion yuan, up 19.4% over the previous year. Of this, 140.548 billion yuan is to be
spent at the central level, including 23 billion yuan (an increase of 4.6 billion yuan ovet
the p_reviou“sﬁyea_t) to be allocated into the general public budget and spent on ensuring
and improving people’s living standards; 52.7 billion yuan to be spent on addressing
the longstanding problems of SOEs and related reforms; 53.6 billion yuan earmarked
for capital injection; 8.8 billion yuan to be used as subsidies for policy-based losses;
and 2.448 billion yuan to be used for other expenditures. Total funds earmarked for
transfer payments to local governments is 28.85 billion yuan. |

The revenue from state capital operations of local governments is projected to
teach 71.312 billion yuan. Adding the 28.85 billion yuah of transfet payments from
the central govetnment’s state capital operations budget, the revenue in the budgets
for local government state capital operatons will total 100.162 billion yuan.
Expenditure from the budgets for state capital operations of local governments is also
projected to be 100.162 billion yuan.

Combining the central and local budgets, the projected total fot national revenue
from state capital opetations is 226.312 billion yuan. Adding the 14.398 billion yuan
caried over from the previous year, national revenue from state capital operations will
total 240.71 billion yuan. The projected figure for national expenditute from the state
capital operations budgets is also 240.71 billion yuan.
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(4) Budgets for social security funds

The budget for revenue of social security funds is prepared taking into account
factots including the implementation of the previous year’s revenue budget, forecasted
-economic and social development for the current year, adjustments in social security
policies, afnd pIans for wotk related to social security.

Revenue from insuratce premiums. is budgeted on the basis of factors including
the number of people paying contributions, insutance rates or fixed premium
standards, the average pay rate from the previous yeat, and pay increases. The budget
is then determined by combining these factors with the expansion of insurance
coverage, the recovery of payment attears, and so on.

Revenue from government subsidies is budgeted based on government subsidies
to social security funds in the previous year and newly added government subsidies in
the curfent yeat after adjusting for incomparable factors.

The budget for expenditure from the social sccurity funds is prepared taking into
‘consideration factors such as the implementation of the previous yeat’s expenditure
budget, projected changes to the nmumber of people covered by the social security
schemes and forecasted economic and social development for the current year, and
adjustments in social security policies as well as changes in the benefits paid out from
social security funds.

The tevenue of social security funds is éstimated to reach 4.308807 trillion yuan
nationwide, up 10% over the ptevious year, including 3.163339 trillion yuan from
insurance premiums and 974.175 billion yuan from government subsidies. Nationwide,
the expenditure from social security funds vri]l.rcach 3.846397 trillion yuan, up 14.2%
ovet the previous year. With an estimated surplus of 462.41 billion yuan this year, the
year-end balance is projected to reach 5.503286 trillion yuan after the balance from
2014 has been rolled over.

It should be noted that according to the revised Budget Law, after the beginning
of a new financial year and before the approval of the draft central government
budgets by the National People’s Congress, arrangements may be made for the
following expenditures:

= cartyover expenditures from the previous year;

= basic expenditures of government departments, project expenditures, and

transfer payments to lower-level governments that must be made in the
cutrent year, after referting to the amount of budgetary expenditures for the
cotresponding period of the previous year;

= expenditures for which payment constitutes a legally prescribed obligation;

and '

#  expenditures to be used for dealing with natural disasters and other
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emergencies.

Based on the above stipulations, in January 2015, the central govetnment made
expenditutes to the value of 751.2 billion yuan from the general public budget. This
figure includes 132.9 billion yuan spent at the central level and 618.3 billion yuan in tax
rebates and transfer payments made to local governments,

HI. Properly Implementing the New Budget Law and Carrying Out
the Work on Fiscal Reform and Development

1. Strengthening the legal framework for managing public finances

Study dnd training sessions and activities to inform about the newly revised
Budget Law will be carried out to ensure that the guidelines, principles, and each
specific provision of the law are thotoughly undefstood and the rule of law
conscipusness in budgetary work is strengthened. We will consciously follow the
provisions of the Budget Law as our code of conduct as we exercise budgetary
management, and perform our duties including managing the public finances in strict
accordanice with the law:

We will step up the intensity of work to tevise the Regulations on the
Implementation of the Budget Law and improve systems such as the general transfer
payments system according to the principles set in the Budget Law and its
authotization.

We will coordinate the implementation of the new Budget Law with fiscal and tax
reforms, strengthening the links between concrete plans for fiscal and tax teforms and
both the Budget Law and the building of institutions that support it.

In accordance with the plans for implementing the principle of law-based taxation,
we will assist with legislative wotk on real estite tax, environmental ptotection tax, and
tonnage tax, and actively promote the upgrading of existing intetim tax tegulations to
laws. Our work regarding the revision of the Law on Tax Collection and
~Administration will be propetly cartied out.

2. Improving and strengthening macro-level regulation through fiscal policy

We will carry out timely and approptiate anticipatory adjustinents and fine-tuning
on the basis of ensuring the continuity and stability of out policies; place greater
weight on making targeted measures based on the proper exetcise of macto-regulation
to keep the economy petforming within an dppropriate range; intensify efforts to
carty out structural adjustments; prioritize the provision of support for areas of
weakness; strike a balance between maintaining steady growth and restructuring; keep
market expectations stable; prevent economic growth from slipping into a2 downward
spital; and create a good macro envitonment for ensuring steady economic
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development.

We will work actively to suppott efforts to discover and foster new areas of strong
consumet activity that have huge market potential and great future prospects, improve
and propetly implement related fiscal and tax policies, promote information
technology consutnption, and stimulate the development of the eldetly cate, fitness,
cultural, creative, and design industries,

We will advance reform of the investment and financing systems; make
innovations in methods of investment and financing; move more quickly to launch
projects that demonstrate the PPP model in urban infrastructure development, the
public rental housing sector, and in business transformation of local government
financing companies; and effectively unleash the potential of nongovernmental
investment.

We will improve the policies and measures for boosting: foreign trade, support
incréases in the expott of technology, equipment, and setvices, cultivate new strengths
to give us an advantage in foreign trade, and encourage increases in the import of
advanced technology and equipment, key parts and compenents, and resoutces that
China lacks.

We will work hard to improve the efficiency and quality of ovetseas investment,
give impetus to the implementation of majot projects for strengthening infrastructure
connectivity with our neighboring courtries, encourage international cooperation on
advanced technology, and help competitive industries to step out onto the global stage.

3. Implenienting the overall plan for decpening reform of the fiscal and tax systems

We will, in keeping with the requirements for deepening reform of the budget
management system, review and fegulaté tax felief and other preferential policies,
carry out medium-térm fiscal planning, and reform and improve the transfer payments
system. We will raise the percentage of eatnings from state capital operations that ate
turned over to public finance, and feseatch into bringing more SOEs under the
management of state capital operations budgets. We wiﬁlp_'ror'note sustainability in the
operations of social secutity funds on the basis of actuarial balance. We will formmulate
and introduce the guidelines for fully promoting openness in budgetary work, and go
further to make budgetary work more transparent. We will research into increasing the
number of government departments required to report their budgets to the NPC.

We will strive to extend the tials for replacing business tax with VAT to the
construction, real estate, financial, and consumer service industries; and allow
businesses to deduct the VAT on their new real estate purchases or on theitr payments
for real estate tentals, and combine and lower VAT rates. We will continue to adjust
the scope and rates of consumption tax, and take measures whete approptiate to levy
consumption tax on retail and wholesale instead of production. We will organize the
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implementation of teform of the resource tax and fees on coal, and develop plans for
reforming resource taxes and fees on other types of resources aside from crude oil,
natutal gas, and coal. For the reform of personal income tax, we will develop a plan
that integrates taxation based on both adjusted gross income as well as specific types
of incomes.

When cartying out reforms in VAT and consumption tax, we will find a way to
imptove revenue distribution between the central and local governments. We will
develop and introduce guidelines for apptopriately dividing powers and spending
responsibilities between the central and local governments.

We will move mote swiftly to reform government procurement of services,
establish 2 management system for listing setvices for government procutement, and
gradually expand the scope and scale of government setvice-procurément.

4. Strengthening budgetary management

We will collect revenue in accordance with the law and act to do so to the fullest
possible extent wherever revenue is due, while strictly prohibiting the collection of any
tax ot fee not prescribed by law as well as any act, such as accounting tricks, that boost
revenue only on paper, thereby ensuring that tevenue is as it should be and remains
free from tampering. '

We will tighten constraints on budgets and strengthen adherence to them, miaking
-sure that whetever there is spé-nding there is first a budget; where something has not
been budgeted for no expenditures are allowed, and where a planned adjusiment to
expenditure has not been through the legally prescribed procedures it may not be
made.

We will improve the system of standards for setting basic expenditures and
project expenditutes in the budgets, optimize the management of project databases,
and strengthen the foundation of out budgetary work. We will improve the methods
used for formulating budgets; significantly cut down the total size of expenditure
budgets compiled by finance departments for other departments and projects; place
greater emphasis on practicability and detail in the formulation of budgets; and make
budget formulation mote farsighted and accurate. We will improve the mechanisms
for. exetcising dynamic monitoring of budget implementation, set up a sound system
‘of accountability for budgetary spending, and make the implementation of budgets
mote efficient and balanced.

We will practice thrift in everything we do, and ensure that the system for ensuring
strict austerity and fighting waste firmly takes root. We will reduce routine
expenditures, strictly control the spending of central government departments on
official visits, official vehicles, and official hospitality and, in accordance with the
regulations on the reform of the use of official vehicles, reduce expenditures on
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official vehicles.

We will continue to rectify the practices of doctoring the payroll and deliberate
overstaffing. We will categorize the ways to make use of available government funds,
and establish a sound, permanent mechanism for reviewing and regulating carryover
and surplus funds.

We will proactively move ahead with cash management opetations through the
treasury by the central and local governments. We will put into action the idea of
linking spending with petformance and petformance with accountability. We will raise
the level of and expand the scope for assessing budget petformance; strengthen
performance assessment on expenditures that are of patticular significance to the
people’s wellbeing; intensify accountability for budget performance; and improve the
mechanism for linking the results of budget performance assessment with
appropriations in the budget.

By the end of 2015, we will have put into effect reform of centralized tressury
payment in all townships and towns where conditions permit, and we will gradually
expand the application of digital centralized tréasury payment.

We will increase open access to information on government procurement, and
further standatrdize the management of government procurement.

5. Strengthening management of local government debt

We will fully implement the guidelines for sirengthening the management of local
government debt, and strictly forestall and control fiscal risks.

First, we will establish a standardized mechanism for debt financing by local
governments, which combines both general debt and special debt. The central
government will allocate quotas for general and special debt to local governments
principally on the basis of calculation of objective factors, such as their financial
tesoutces. We will improve the market-based pricing mechanism for Jocal government
bonds, have the market play a mote significant tole in regulating local government
debt, protect the rights and interests of investots, and stabilize market confidence.

Second, we will establish sound mechanisms for debt management. We will
impose ceilings for local goverament debt, which must not be exceeded. We will place
local government debt under budgetary management for g_en'cra,l public finance and
government-managed funds, based on the type of debt. We will establish mechanisms
for risk assessment and eatly warning about risks related to local government debt,
‘and give eatly warning to regions where high risk is detected. We will ptovide guidance
for and urge local governments to set up mechanisms for dealing with urgent matters
concerning debt risks, and formulate contingency plans for the handling of such
matters. We will introduce a system for releasing information on local govetninent
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debt, and make tegular public disclosutes. We will move quickly to develop an accrual
accounting based comprehensive reporting system for government finances, formulate
the tules for preparing the government’s comprchensive financial reports and the
guidelines for their operation, and lay down the basic principles of government
accounting.

Thitd, we will make approptiate arrangements for handling ourstanding debts and
follow-up financing for on-going projects. Qutstanding debts which have been
reviewed and approved through statutory procedures will be placed under budgetary
management, based on the type of debt. Local governments need to raise funds
through multiple channels, and repay maturing debts on time. At the same time, a
reasonable grace pedod will be set, duting which patt of the follow-up financing may
be scttled through bank loans within the limit set for on-going projects to avoid any
break in the chain of funding and prevent fiscal and financial risks. Replacement is
allowed as appropriate fot those outstanding local government debts which have been
brought under budgetaty management after having been screened to lower the butden
on local governments of paying mote interest, immprove the mix of debt maturities,
and make more funds available for key projects.

6. Tightening up financial discipline

On the basis of past achievements in tightening up financial discipline and
eliminating unauthorized depattmental coffers, we will continue to take a strong stance
in fields where violations of financial discipline and law are prone to occur of occur
frequently, or where there are sensitive issues involved; regilatly carry out inspections
to check for strict compliance with financial discipline; and firmly prevent violadons
of financial discipline and law from re-emerging once dealt with.

We will increase transparency of information on policies. We will ensure that
operation guidelines are issued for very special-putpose find and that these guidelines
ate treleased to the public, so that the operation of government funds is transparent.
We will intensify ovetsight over government funds, especially funds that are of
particular significance to people’s wellbeing, and tighten oversight through auditing.

We will move more quickly to set up systems and mechanisms for internal control
of financial departments. We will ensure that, in important fields and key positions
within which power over the allocation ot use of government fonds, or powers related
to government procurement are concentrated, the way power is exercised is
determined on the basis of the matter in question, the way powet is atranged is
determined on the basis of the position in question, and the way powet is delegated is
determined on the basis of the level of government in queston We will use the

redesigning of procedures and information technology to strengthen the prevention
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of risk in fiscal actvities and management, the control of such risks when they do
arise, and oversight and remedies after risks have been brought under control. We will
‘effectively prevent risk in every type of fiscal activity as well as any risk that might
pose a threat to Keeping government clean.

Fellow Deputies,

The successful implementation of the 2015 budget is of vital importance. Under
the leadesship of the CPC Central Committee with Xi Jinping as General Secretary, we
will follow the guidance of Deng Xiaoping Theory, the important thought of Three
Represents, and the Scientific Qutlook en Development, willingly dccept the oversight
of the NPC, and seek comiments and suggestions from the CPPCC National
Committee¢ with an open mind. We will devote ourselves to reform, work with
diligence, strive to sucée-ss_fu]l'y implement this yeat’s budget and complete our wotk
on fiscal reform and development, and contribute to promoting steady, healthy
economic development and social harmony and stab‘ility.
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