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PI-1 Aggregate expenditure out-turn compared to original

approved budget

D

PI-1 (i) The difference between actual primary expenditure

and the originally budgeted primary expenditure (i.e.

excluding debt service charges, but also excluding

D Actual primary expenditure deviated from originally approved budgeted primary

expenditure by more than 15% in two of the three years of the period 2010–2012 under

review. Actual expenditure deviated from the original budget appropriation by 15.3% in

2010, by 14.7% in 2011 and 24.1% in 2012. (p. 69)

PI-2 Composition of expenditure out-turn compared to

original approved budget

D+

PI-2 (i) Extent of the variance in expenditure composition

during the last three years, excluding contingency items

(the methodolodgy to rate this dimension is set out in the

footnote of the PFM PMF booklet)

D Variances in expenditure composition were 17.7% in 2010, 7.7% in 2011 and 31.1% in

2012. Comparing with the period reviewed by 2010 PEFA using the revised methodology

shows that variances in expenditure composition were 44.8 % in 2007, 40% in 2008 and

11.2% in 2009, which also supports a score of D. (p. 69)

PI-2 (ii) The average amount of expenditure actually charged

to the contingency vote over the last three years

A The level of contingency averaged 1.6% of total budget over 2011 and 2012 where a

budget for contingency purposes was appropriated. (p. 69)

PI-3 Aggregate revenue out-turn compared to original

approved budget

B

PI-3 (i) Actual domestic revenue collection compared to

domestic revenue in the originally approved budget

B The score cannot be compared with the previous PEFA assessment, due to

methodological changes. Domestic revenue, excluding withdrawals from the PF (as a

percentage of originally budgeted revenue) was 110.8% in 2010, 100.5% in 2011 and

101.2% in 2012. In the 2010 assessment, revenues deviated by 45.3% and 12.1% in two

of the three years assessed.

Improvement is observed on the aggregate but progress in forecasting is required in each

of the two revenue categories (non-petroleum domestic tax and non-tax revenues). (p. 69)

PI-4 Stock and monitoring of expenditure payment arrears NR

PI-4 (i) Stock of expenditure payment arrears (as a

percentage of actual total expenditure for the

corresponding fiscal year) and any recent change in the

stock

NR

PI-4 (ii) Availability of data for monitoring the stock of

expenditure payment arrears

D There is no evidence of a subsidiary system or process for recording and monitoring of

arrears. (p. 69)

PI-5 Classification of the budget B

PI-5 (i) The classification system used for formulation,

execution and reporting of the central government's

budget

B Budget formulation, execution and reporting is fully compatible with GFS 1986 standards.

(p. 69)
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PI-6 Comprehensiveness of information included in budget

documentation

A

PI-6 (i) Share of the listed information under PI-6 in the PFM

PMF booklet in the budget documentation most recently

issued by the central government (in order to count in

the assessment, the full specification of the information

benchmark must be met)

A Budget documentation includes seven of the eight criteria relevant to TL required by the

PEFA assessment. (p. 69)

PI-7 Extent of unreported government operations D+

PI-7 (i) The level of extra-budgetary expenditure (other than

donor funded projects) which is unreported i.e. not

included in fiscal reports.

A The Petroleum Fund is based on a sound piece of legislation (2005 Petroleum Fund Law)

and robust administrative provisions and has had a solid track record in management

practice. (p. 69)

PI-7 (ii) Income/expenditure information on donor-funded

projects which is included in fiscal reports.

D In spite of noteworthy progress in aid information management, aid financing is not part of

in-year budget reporting. Responsibility for providing information in the Aid Information

Management System (AIMS) rests solely within concerned development partners. (p. 69)

PI-8 Transparency of inter-governmental fiscal relations NA

PI-8 (i) Transparent and rules based systems in the horizontal

allocation among SN governments of unconditional and

conditional transfers from central government (both

budgeted and actual allocations);

NA Not applicable – there is no sub-national government level in TL. (p. 69)

PI-8 (ii) Timeliness of reliable information to SN governments

on their allocations from central government for the

coming year;

NA Not applicable – there is no sub-national government level in TL. (p. 69)

PI-8 (iii) Extent to which consolidated fiscal data (at least on

revenue and expenditure) is collected and reported for

general government according to sectoral categories.

NA Not applicable – there is no sub-national government level in TL. (p. 69)

PI-9 Oversight of aggregate fiscal risk from other public

sector entities.

D

PI-9 (i) Extent of central government monitoring of AGAs and

PEs.

D At present GOTL does not have a functioning system for exercising effective monitoring of

financial operations and analysing the underlying fiscal risks of APEs. (p. 70)

PI-9 (ii) Extent of central government monitoring of SN

government's fiscal position

NA

PI-10 Public access to key fiscal information B

PI-10 (i) Number of the above listed elements of public access

to information that is fulfilled (in order to count in the

assessment, the full specification of the information

benchmark must be met)

B The government makes available to the public 3 of the 6 elements of information required

by the PEFA framework, namely, the annual budget documentation, the in-year budget

execution and the report of the supreme audit organisation. (p. 70)

PI-11 Orderliness and participation in the annual budget

process

B

PI-11 (i) Existence of and adherence to a fixed budget

calendar;

B A fixed budget calendar exists allowing a reasonably sufficient time (four weeks) for MDAs

to prepare their detailed budgets in accordance to strategic goals and financial limits

established by the Council of Ministers. (p. 70)

PI-11 (ii) Clarity/comprehensiveness of and political

involvement in the guidance on the preparation of

budget submissions (budget circular or equivalent);

A A clear budget circular is issued to MDAs, which reflects ceilings approved by Council of

Ministers prior to the circular’s distribution together with general guidance on expenditure

priorities. (p. 70)

PI-11 (iii) Timely budget approval by the legislature or similarly

mandated body (within the last three years);

C In two of the three past years, the National Parliament approved Budget appropriations

within two months of the start of fiscal year (2011 and 2013). (p. 70)

PI-12 Multi-year perspective in fiscal planning, expenditure

policy and budgeting

C+

PI-12 (i) Preparation of multi -year fiscal forecasts and

functional allocations

B Forecasts of fiscal aggregates are prepared according to main categories of economic

classification (salary and non-salary expenditure), and programmatic classification for at

least three years on a rolling annual basis. (p. 70)

PI-12 (ii) Scope and frequency of debt sustainability analysis B Debt sustainability analysis has been performed annually as part of the IMF Article IV

consultation process. MOF is in process of adopting a DSA capacity. (p. 70)

PI-12 (iii) Existence of sector strategies with multi-year costing

of recurrent and investment expenditure;

C Medium-term strategy plans exist for the education, health and infrastructure sectors

representing almost half the total budget. These are linked to SDP goals but poor costing

prevents sector strategy plans to accurately reflect financing needs, and diminishes the

ability to produce realistic budgets within fiscal constraints. (p. 70)

PI-12 (iv) Linkages between investment budgets and forward

expenditure estimates.

C Linkages between investment budgets and forward expenditure estimates remained weak

for the most part. There are no technical guidelines for the preparation of investment

budgets, the distinction between capital and operating expenses, and the analysis of future

recurrent cost implications. The absence of a systematic approach to investment budgeting

undermines investment decisions. (p. 70)

PI-13 Transparency of taxpayer obligations and liabilities C

PI-13 (i) Clarity and comprehensiveness of tax liabilities C The 2008 Taxes and Duties Act is a clear and comprehensive piece of legislation laying out

many of the fundamentals of revenue administration for TL. However, it is not complete as
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it is reliant on Regulation 2000/18, which has been in a protracted process of revision since

2010. (p. 70)

PI-13 (ii) Taxpayer access to information on tax liabilities and

administrative procedures.

C There have been improvements in recent years with regards to access by taxpayers

(domestic and petroleum sector) and importers to important administrative information that

concern them. The same does not apply, however, to information on specific-taxpayer

liabilities. (p. 70)

PI-13 (iii) Existence and functioning of a tax appeals

mechanism.

C There are three clear steps in the appeals process but an independent Appeals Board is

still not established. (p. 71)

PI-14 Effectiveness of measures for taxpayer registration and

tax assessment

C

PI-14 (i) Controls in the taxpayer registration system. C The TIN system was riddled with problems and security breaches and had to be reviewed.

The re-registration process is under way and is mandatory for everyone that has obtained

a TIN prior to the 1st of November 2013. GOTL has ruled that persons that do not take part

in the re-registration process shall not be able to obtain a certificate dividas. (p. 71)

PI-14 (ii) Effectiveness of penalties for non-compliance with

registration and declaration obligations

C The penalty regime is quite low but this affects more the area of domestic taxation than

customs. Customs transactions are streamlined in a controlled process by nature of

operation, and compliance will be less of a problem. (p. 71)

PI-14 (iii) Planning and monitoring of tax audit and fraud

investigation programs.

C In 2012, the first audit plan was developed by the NDDR and implemented based on a risk

assessment framework which is a marked improvement from passed practice. There are

capacity constraints within NDDR that need to be addressed as a matter of priority. (p. 71)

PI-15 Effectiveness in collection of tax payments NR

PI-15 (i) Collection ratio for gross tax arrears, being the

percentage of tax arrears at the beginning of a fiscal

year, which was collected during that fiscal year

(average of the last two fiscal years).

NR The accumulated stock of arrears is a small % of total revenue. However, the outcome is

less positive when one considers the share of the stock of arrears to non-petroleum

revenue, especially because it is domestic taxpayers that are mostly in arrears. Moreover,

register and failure to lodge tax declarations is a factor that skews the analysis. (p. 71)

PI-15 (ii) Effectiveness of transfer of tax collections to the

Treasury by the revenue administration.

A The agent bank Banco Nacional Ultramarino (BNU) makes real time transfers of domestic

tax payments into the Treasury’s Single Account at the Central Bank. Petroleum tax,

royalty and other payments are made directly into the Petroleum Fund account at the

Central Bank. (p. 71)

PI-15 (iii) Frequency of complete accounts reconciliation

between tax assessments, collections, arrears records

and receipts by the Treasury.

B BNU issues a monthly statement which is then manually input into and reconciled with

records in SIGTAS (domestic tax) and ASYCUDA (customs). Reconciliation takes place

systematically but manual processes limit effectiveness. Petroleum tax payments are

directly reconciled in FreeBalance (Treasury). (p. 71)

PI-16 Predictability in the availability of funds for commitment

of expenditures

B+

PI-16 (i) Extent to which cash flows are forecast and

monitored.

A A cash flow forecast is prepared for the budget year and updated and reported monthly.

Forecasts are simple, not aligned to a commitment calendar and procurement plans. (p.

71)

PI-16 (ii) Reliability and horizon of periodic in-year information

to MDAs on ceilings for expenditure commitmentc

B MDAs are provided with advance information on adjusted budget allocations quarterly,

which is not sufficient to accommodate budget execution plans. (p. 71)

PI-16 (iii) Frequency and transparency of adjustments to

budget allocations, which are decided above the level of

management of MDAs.

B Significant in-year adjustments to budget allocations took place once in years 2010 and

2012. The process was transparent and received Parliamentary approval in the form of

supplementary appropriations. (p. 72)

PI-17 Recording and management of cash balances, debt and

guarantees

B

PI-17 (i) Quality of debt data recording and reporting NA Debt recording and reporting have just begun with disbursals from three official creditors

taking place in 2013. The newly created Debt Management Unit is in progress of

developing its debt management and oversight capabilities. (p. 72)

PI-17 (ii) Extent of consolidation of the government’s cash

balances

B Calculation and consolidation of cash and bank balances take place weekly within the

Cash Management Unit, which undertakes comparisons for the Consolidated Fund and

other Funds linked to the TSA feeding into cash management and releases-related actions.

The system used does not still have the capability to allow consolidation of bank balances

in an automated manner thereby causing the control of some extra-budgetary funds and

donor funds to potentially remain outside the arrangement. (p. 72)

PI-17 (iii) Systems for contracting loans and issuance of

guarantees.

NA MOF is the sole body responsible on behalf of Government to contract loans and issue

guarantees in 2013, with approval of Parliament, and central government's contracting of

loans and issuance of guarantees were made within limits for total debt and total

guarantees. (p. 72)

PI-18 Effectiveness of payroll controls C+

PI-18 (i) Degree of integration and reconciliation between

personnel records and payroll data.

C The personnel records and payroll are not directly linked through IFMIS as of yet. The

interface is being tested and planned to become fully operational early 2014, with the result

of several operational problems with PIMS not being resolved as of yet. Meanwhile, there
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is a manual process that takes place within a fixed calendar whereby all personnel change

notifications or “variations” are submitted, verified, and then reconciled every month. The

payroll, however, is not supported by full documentation for all changes made to personnel

records and it is in dire need to automate the whole payroll process—in 2013 alone, there

have been about 44,000 variations all of which continues to require a large amount of

manual labor within the Payroll Unit, which had practically supplanted the function of PIMS

but continue to undermine the reliability of financial recording. (p. 72)

PI-18 (ii) Timeliness of changes to personnel records and the

payroll

A Notifications of personnel changes are received no later than 11 of every month and then

verified and processed through the payroll payment system every month, generally in time

for the following month’s payment. (p. 72)

PI-18 (iii) Internal controls of changes to personnel records

and the payroll.

B Authority and basis for changes to personnel records and the payroll are generally clear

even to the point of attendance records. Other internal controls, however, are still lacking

for appointment and promotion of personnel at different levels of decision, personnel

changes are not always recorded through appropriate means, salary ranges across

Government still fragmented, among others. It is unclear whether the latter controls were

weighed to ensure full integrity of payroll data in the 2010 PEFA assessment. (p. 72)

PI-18 (iv) Existence of payroll audits to identify control

weaknesses and/or ghost workers.

C Interim controls are strict at the stage of controlling civil service absenteeism and yet, the

existence of payroll audits to identify other control weaknesses and possible ghost remains

a concern. (p. 72)

PI-19 Transparency, competition and complaints mechanisms

in procurement

D+

PI-19 (i) Transparency, comprehensiveness and competition in

the legal and regulatory framework

B Indicator was modified. The Public Procurement System of Timor-Leste meets four of the

six criteria recommended for a clear and comprehensive legal and regulatory framework

and promoting open competition. (p. 72)

PI-19 (ii) Use of competitive procurement methods D The data collected does not permit verifying if justification for the use of non-competitive

method is adequate in all cases. Neither the MOF nor the line ministry interviewed could

provide reliable data on the justification for deviating from less competitive procurement

methods. There is yet no established process and/or system within the National

Procurement Commission to record cases where Ministries deviated from the procurement

policy and process. Note that this dimension is not comparable to 2010 (see PEFA

framework). (p. 73)

PI-19 (iii) Public access to complete, reliable and timely

procurment information

C Two out of four document types (bidding opportunities and contract awards>US$1 million)

are available through appropriate means. The data is complete and reliable. It is published

on the Procurement Portal and in the print media. Data on procurement plans and

resolution of procurement appeals are lacking. (p. 73)

PI-19 (iv) Existence of an independent administrative

procurement complaints system

D The government lacks a complaints (protests) system to generate substantial and reliable

coverage of key procurement information. Dimension is not comparable to 2010 PEFA. (p.

73)

PI-20 Effectiveness of internal controls for non-salary

expenditure

C+

PI-20 (i) Effectiveness of expenditure commitment controls. A Commitment control remains effective and restrains expenditure from exceeding to the

available cash resources through an automated Free Balance FMIS procedure. The

procedure, however, does not comprehensively operate in a way to execute and track

procurement plans and payment orders according to a commitments calendar in support to

regular service delivery unit operations. (p. 73)

PI-20 (ii) Comprehensiveness, relevance and understanding of

other internal control rules/ procedures

C Other internal controls and procedures do not incorporate a comprehensive set of rules for

human resource management, procurement, selection of viable projects, fixed asset

management and inventorying. It only consists of a basic set of rules for processing and

recording of financial transactions, which are generally understood by those involved with

Free Balance.

A comprehensive set of internal controls is being prepared in a handbook for the

Inspectorate and Internal Audit Office. This warrants an upper arrow on this dimension as a

positive reform action on progress. (p. 73)

PI-20 (iii) Degreeof compliance with rules for processing and

recording transactions

B The compliance to the basic rules in the processing and recording of financial transactions

remains generally high. Still, minor repeated breaches of rules and occasional use of

simplified/emergency procedures with adequate justification are documented throughout

external audit reports. (p. 73)

PI-21 Effectiveness of internal audit D

PI-21 (i) Coverage and quality of the internal audit function. D The MOF Organic Law Decree 41/2012 has enabled the creation of the Inspection and

Audit Office (IAO) whose main responsibilities are defined as part of the new mandate of

the MOF. As part of a strategy plan, the IAO has recommended a specific legislation and a

capacity building programme to cover systemic PFM issues within Government and

respond to the needs and professional standards of modern internal auditing. (p. 73)

PI-21 (ii) Frequency and distribution of reports D No internal audit plans and reports were produced across Government over the past three

years. (p. 73)
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PI-21 (iii) Extent of management response to internal audit

findings.

D No internal audit plans and reports were produced across Government over the past three

years. (p. 73)

PI-22 Timeliness and regularity of accounts reconciliation B+

PI-22 (i) Regularity of bank reconciliations B Reconciliation of those bank accounts under direct control of the Treasury is performed by

the Cash Management Unit on a monthly basis and a reconciliation statement is issued at

aggregate and detail bank account levels within four weeks from end of month. (p. 74)

PI-22 (ii) Regularity of reconciliation and clearance of

suspense accounts and advances.

A Reconciliation and clearance of suspense accounts and employee advances and other

advances is being performed by the National Directorate of Payments. Now it takes place

monthly, with a statement copied to DG Treasury within thirty days from end of month. At

year-end minimal balances remained un-cleared as evidenced by annual audit reports. (p.

74)

PI-23 Availability of information on resources received by

service delivery units

D

PI-23 (i) Collection and processing of information to

demonstrate the resources that were actually received

(in cash and kind) by the most common front-line service

delivery units (focus on primary schools and primary

health clinics) in relation to the overall resources made

available to the sector(s), irrespective of which level of

government is responsible for the operation and funding

of those units

D There is still no reporting on budget resources received by primary service delivery units

detailed by district. (p. 74)

PI-24 Quality and timeliness of in-year budget reports C+

PI-24 (i) Scope of reports in terms of coverage and

compatibility with budget estimates

A Expenditure is still reported at both commitment and payment stages throughout the year.

It provides direct comparison to the original and revised budgets, compares to the period of

previous year, and includes the balance at all items of budget estimates. (p. 74)

PI-24 (ii) Timeliness of the issue of reports C Reports are still prepared on a quarterly basis with delays of two months. (p. 74)

PI-24 (iii) Quality of information B There are no major concerns about accuracy and integrity of data, and if any statistical

issues these are generally highlighted in the reports and do not compromise overall

consistency of budget execution reports. (p. 74)

PI-25 Quality and timeliness of annual financial statements A

PI-25 (i) Completeness of the financial statements A Annual government financial statements (Conta Geral do Estado) include revenues and

expenditures, a cash flow statement and other financial assets in Note 2 of the financial

statements. (p. 74)

PI-25 (ii) Timeliness of submission of the financial statements A Financial statements for the 2010-2012 period reviewed were audited by the commercial

external auditor within the first six months from the end of the concerned fiscal year. (p. 74)

PI-25 (iii) Accounting standards used A GOTL complies with the IPSAS Cash Basis Part 1 standard for accounting. (p. 74)

PI-26 Scope, nature and follow-up of external audit C+

PI-26 (i) Scope/nature of audit performed (incl. adherence to

auditing standards).

B In the absence of a SAI, an external certified audit firm from the commercial sector has

been routinely assigned the function of external auditor in recent years. The independent

auditor produces separate reports for the Consolidated Fund, and for the subsidiary

Infrastructure and Human Development funds. The independent auditor is also tasked with

the annual audit of the financial statements of the Petroleum Fund. The Chamber of

Accounts undertakes its own (parallel) auditing process. There are notable improvements

in comprehensiveness, timeliness and overall quality of audits in the last two years

reviewed. (p. 74)

PI-26 (ii) Timeliness of submission of audit reports to

legislature.

C Audit opinions are submitted to the legislature within 10-12 months from the end of the

fiscal year concerned. (p. 74)

PI-26 (iii) Evidence of follow up on audit recommendations. B Response by the executive on audit recommendations is systematic and timely, and covers

the whole extent of issues raised by the audit process. However, effective follow-up action

is not always possible due also to capacity limitations of Government. (p. 74)

PI-27 Legislative scrutiny of the annual budget law B+

PI-27 (i) Scope of the legislature’s scrutiny. B Parliamentary scrutiny of the draft Budget (Orcamento Geral do Estado) has improved in

terms of coverage and content since the period assessed by the 2010 PEFA. (p. 75)

PI-27 (ii) Extent to which the legislature’s procedures are

well-established and respected.

A There is a clear framework for the operations of Committee C with well established

procedures. (p. 75)

PI-27 (iii) Adequacy of time for the legislature to provide a

response to budget proposals both the detailed

estimates and, where applicable, for proposals on

macro-fiscal aggregates earlier in the budget preparation

cycyle (time allowed in practice for all stages combined)

A The National Parliament has had more than two months to consider these draft Budgets in

the period reviewed. (p. 75)

PI-27 (iv) Rules for in-year amendments to the budget without

ex-ante approval by the legislature.

B Clear rules exist for in-year amendments to the budget by the executive. (p. 75)

PI-28 Legislative scrutiny of external audit reports C+
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PI-28 (i) Timeliness of examination of audit reports by the

legislature (for reports received within the last three

years).

A Scrutiny of audit reports was completed by Committee C and approved by the National

Parliament plenary within three months from receipt of reports in the period under review.

(p. 75)

PI-28 (ii) Extent of hearings on key findings undertaken by the

legislature.

C Hearings on key audit findings usually take place annually but have not been consistent in

terms of depth and coverage. There is however notable improvement in the hearings held

for the 2011 and 2012 annual government financial statements. (p. 75)

PI-28 (iii) Issuance of recommended actions by the legislature

and implementation by the executive.

B Committee C considers the recommendations of the Chamber of Accounts and the

independent auditor and incorporates into one formal Communication. GOTL replies and

follow up is documented in the official gazette. (p. 75)

D-1 Predictability of Direct Budget Support NA

D-1 (i) Annual deviation of actual budget support from the

forecast provided by the donor agencies at least six

weeks prior to the government submitting its budget

proposals to the legislature (or equivalent approving

body).

NA Not applicable – there was no budget support programme for TL. (p. 76)

D-1 (ii) In-year timeliness of donor disbursements

(compliance with aggregate quarterly estimates)

NA Not applicable – there was no budget support programme for TL. (p. 76)

D-2 Financial information provided by donors for budgeting

and reporting on project and program aid

C+

D-2 (i) Completeness and timeliness of budget estimates by

donors for project support.

B The responsibility for both inputting data in AIMS and ensuring it is comprehensive and

reliable rests solely with the concerned development partners. The information appears to

be sufficiently reliable and updated real time. (p. 75)

D-2 (ii) Frequency and coverage of reporting by donors on

actual donor flows for project support.

C In 2012, out a total of USD 225.2 million planned external aid to government institutions,

USD 158 million worth (or 70%) of actual flows were reported (entered by development

partners) in AIMS. The system is open for development partners to enter their data at any

time. GOTL requires development partners to enter data on a monthly basis, fourty-five

days from the end of the month (reporting period). (p. 75)

D-3 Proportion of aid that is managed by use of national

procedures

D

D-3 (i) Overall proportation of aid funds to central

government that are managed through national

procedures

D The study was conducted in the form of a survey questionnaire using the global indicators

and targets of the guide on the Monitoring Framework of the Global Partnership UCS is 7%

of total recorded aid to government. (p. 76)
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