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Regulations for the Accounting Arrangement and Procedure of Submitting
Business and Financial Reports of Compulsory Automobile Liability Insurance

2018.01.31

Article 2, 3, 5 and 10 and the Appendix of Article 4 were amended and
promulgated pursuant to Order No. Jin-Guan-Bao-Tse-Z1-10704520901 of the
Financial Supervisory Commission, dated 31 January 2018.

Article 1 These regulations are stipulated pursuant to the provision of
Paragraph 3 of Article 47 of the Compulsory Automobile Liability Insurance
Act (hereinafter referred to as “this Act” ).

Article 2 An insurer operating the Compulsory Automobile Liability
Insurance (hereinafter referred to as ” this Insurance” ) shall add a note
to the accounting items under the current accounting system to indicate the
name of this Insurance. It shall, based on the underwriting year, create a
sub-account to list together with other existing sub-accounts on an
equivalent level under the accounting items.

Article 3 The accounting items to which sub-accounts shall be added for
this Insurance are as follows:

1. Profit and loss account items and various investment valuation 1tems
related to this Insurance, including premium income, reinsurance premium
income, reinsurance premium expenditures, net change in unearned premium
reserves, interest income, gain(loss) on debt instruments measured at fair
value through other comprehensive income, realized gain(loss) on financial
assets measured at fair value through other comprehensive income, insurance
claims and payments, claims settlement expenses, reinsurance claims and
payments, claims and payments recovered from reinsurers, net change in loss
reserves, net change in special reserves, handling fee payments,
stabilization fund payments, business expenses, and administration
expenses.

2. Asset line items related to this Insurance, including cash, bank
deposits, cash equivalents, notes receivable, premium receivable,
reinsurance claims and payments receivable from reinsurers, indemnity
refundable on reinsurance ceded, due from reinsurers and ceding companies,
other receivables, financial assets measured at fair value through other
comprehensive income, reserve for ceded unearned premiums, ceded claims
reserve, temporary payments and suspense accounts, and other assets.

3. Liability line items related to this Insurance, including notes payable,
claims payable and payment, reinsurance claims payable and payment,
commissions payable, other payables, accrued expenses, unearned premium
reserve, loss reserve, special reserve, temporary receivable and suspense,
and other liabilities.

Article 4 An insurer operating this Insurance shall handle the related
account servicing operations pursuant to the Accounting Journalization and
Treatment Method for Compulsory Automobile Liability Insurance (see
Attachment).

Article 5 An insurer shall make a distinction between direct expenses and
joint expenses contribution in respect of all kinds of business and
administration expenses.

Direct expenses mean the expenses directly accrued from the operation of
this Insurance; joint expenses contribution means that the expenses cannot
be treated as direct expenses and shall be jointly allocated with other
insurance.

An insurer shall include the allocation method for joint expenses
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contribution into 1ts internal management system, making a record and
accurately calculate the joint expenses contribution of this Insurance in
producing reports.

The allocation method stipulated in the preceding paragraph shall be
conformed to the principle of consistency. The competent authority may
require the insurer to provide the allocation method i1f necessary.

The expense for promotion, expense for actuarial and research and
development, expense for inquiry services, and expense for data
transmission shall be booked into account, on an accrual basis at the end
of each month. They shall be respectively booked using the following
subsidiary items and accrued expenses, and shall be offset upon payment:
1. Expense for promotion shall be booked in the subsidiary item "business
expenses - advertisement expenses - promotion expenses for compulsory
automobile liability insurance."

2. Expense for actuarial, research and development shall be booked in the
subsidiary item "business expenses - research and development expenses -
expenses for actuarial research and development for compulsory automobile
liability insurance. "

3. Expense for inquiry service shall be booked in the subsidiary item
"business expenses - postage expenses - expenses for inquiry service for
compulsory automobile liability insurance."

4. Expense for data transmission shall be booked in the subsidiary item
"business expenses - postage expenses - expenses for data transmission for
compulsory automobile liability insurance."

Article 6 An insurer shall write off the following possible claim expenses
as handling expenses:

1. Photography and copying expenses.

2. Telephone and postal expenses.

3. Travel expenses.

4. Investigation expense for personal injury or death.

5. Any other reasonable and necessary expenses.

With the exception of expenses difficult to allocate on a per-case basis
such as photo, telephone and traveling expenses, all expenses shall be
allocated on a per-case basis.

When an insurer simultaneously handles claims for this Insurance and other
insurance business, allocation of the expenses of paragraph 1 shall be
proportional to respective claim settlement amounts.

Article 7 An 1nsurer handling the business entrusted by the Motor Vehicle
Accident Compensation Fund (hereinafter referred to as Compensation Fund)
shall follow the accounting treatment requirements:

1. An insurer shall book the aforementioned business at the end of each
month on an accrual basis under the sub-account "business expenses—
compulsory insurance Compensation Fund and fees payable—compulsory
insurance Compensation Fund." The latter item shall be offset when
consolidated payment is made.

2. An insurer that handles a compensation case entrusted by the
Compensation Fund shall book the compensation payment under the sub-account
"temporary payment and suspense account—compulsory insurance Compensation
Fund," to be offset upon payment by the Compensation Fund.

3. The insurer, upon receiving payment for entrusted expenses from the
Compensation Fund, shall offset the "business expenses—compulsory
automobile liability insurance" sub-account.

4. An insurer shall send a written notice to the Compensation Fund by
January 15 each year to estimate the compensation payment and handling
expense for each compensation case entrusted by the Compensation Fund that
was accepted for processing but not yet paid out as of the end of the
preceding year.

Article 8 In transmitting information to the institutions (organizations)
designated by the competent authority, an insurer shall observe the
following principles:

1. Before a business department provides data on premium income, claims
payment, and other data relating to accounting records for this Insurance,
1t shall have the reasonableness of i1ts account entries for the
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aforementioned data verified by an accounting department.

2. The business department and the accounting department shall respectively
verify the reasonableness between the statistic information published by
the institutions (organizations) designated by the competent authority
subject to the preceding subparagraph and the data originally provided.

3. If there is any inconsistency between the data of the preceding two
subparagraphs, the business department and the accounting department shall
jointly verify the reason and provide a correction or an explanation that
will rationalize the inconsistency, then file the results of their work
with the institutions (organizations) designated by the competent
authority.

Article 9 The insurer shall prepare the statements below in the format
required by the competent authority:

1. A statement of assets and liabilities for compulsory automobile
liability insurance; a statement of compulsory automobile liability
insurance earnings and expenses.

2. A calculation table of special reserves for compulsory automobile
liability insurance.

3. A calculation table of unearned premium reserves for compulsory
automobile liability insurance.

4. A calculation table of loss reserves for compulsory automobile liability
insurance.

5. A statement of utilization of funds for compulsory automobile liability
insurance.

6. A statement of business expenses for compulsory automobile liability
insurance.

An insurer shall prepare the statements listed in subparagraphs 1 through 5
of the preceding paragraph and transmit the data by the 25th day of next
month to the institutions designated by the competent authority.

An insurer shall produce semiannual statements for the i1tems set forth in
subparagraphs 1 through 5 of the first paragraph and file them to the
competent authority by the end of August each year after auditing and
attestation by a certified public accountant. The statements under
subparagraphs 2 through 4 shall additionally be audited and attested by an
actuary and be reported to the competent authority prior to the end of
August each year.

An insurer shall prepare annual statements for the items set forth in
subparagraphs 1 through 6 of the first paragraph, and file them with the
competent authority by the end of April of the following year after
auditing and attestation by a certified public accountant. The statements
set forth in subparagraphs 2 through 4 and subparagraph 6 shall also be
audited and attested by an actuary and reported to the competent authority
prior to the end of March of the following year.

Article 9-1 The items and scope of assets relevant to this Insurance
mentioned in Article 47-1 of the Act refer to all assets stated on the
statement of assets and liabilities for compulsory automobile liability
insurance in subparagraph 1 of the first paragraph of the preceding article
hereinabove.

Article 10 With the exception of uncollected receivables and advance
payments duly made, an insurer shall record the funds it holds in relation
to handling of this Insurance as financial assets measured at fair value
through other comprehensive income, and file statements based on their
measured fair value. This requirement shall not be applied, however, to
funds placed on deposit in a financial institution or when the date of
maturity or repayment occurs within three months of the investment date.
The term "funds" in the preceding paragraph refers to all types of
reserves, payables, temporary receivables and suspense.

Article 11 An insurer that processes data relating to underwriting and
claim settlement business for this Insurance shall do so pursuant to the

“Business statistics rules for compulsory automobile liability insurance”
edited by the Non-life Insurance Association of the R.0.C. and the Taiwan
Insurance Institute and approved by the competent authority.
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Article 12 These Regulations shall be implemented from 1 January 2010.

The amended articles of these Regulations shall be implemented from the
date of their announcement. Articles 3, 4, and 9, as amended and issued on
16 December 2010, however, shall be implemented from 1 January 2011.
Article 9, as amended on 2 December 2011, shall be implemented from 1
January 2012. Articles 3, 7, and 9, as amended and issued on 18 December
2014, shall be implemented from 1 January 2015.
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