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Generation and Function
of Local Finance Plan

AN TR

Distribution amount of Local Allocation Tax (LAT) tend to be
understood as a certain percentage of revenue of specific national taxes,
but are actually determined by the difference in revenue and expenditure
in Local Finance Plan (LFP). Present operation of LAT is based on
historical circumstances when LAT was established. LEP plays a central
role in the operation of the local fiscal system, against the default on
the law of LAT. LFP was formulated for the first time in 1948 and
was given a legal status under Local Finance Equalization Grant System
which was the predecessor of LAT. LFP has played a similar role even
under LAT . The functions of LFP is often misunderstood, but should
be received in the historical context.
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The amount to be paid to each locality would be its calculated total need
for revenue assuming that it is to perform standard services on a reasonable
but minimal basis, minus its calculated financial resources expressed as the

yield of available taxes at reasonable standard rates. The total amount
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to be distributed by the National Government would be the sum of the
amounts to be paid to the separate local authorities.
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