ANNEX 1 — 2012 General State Budget Law No. 16/2011

National Parliament Decree

Approving the 2012 State General Budget of the Democratic Republic of
Timor-Leste

The 2012 State General Budget covers all revenues and expenditure of the State of Timor-
Leste.

Attachment | to the 2012 State General Budget Law, henceforth called SGB, sets the total
estimated SGB revenue from January to December 2012 derived from all sources: petroleum,
non-petroleum, tax revenues, non-tax revenues and derived from loans. The total estimated
revenue from all sources is US$2.269,4 billion.

Attachment Il to the State Budget Law sets all budget appropriations, systematised as
follows:

[

. $140.1 million for Salaries and Wages;
2. $376.3 million for Goods and Services;
3. $199.6 million for Public Transfers;

4. $42.9 million for Minor Capital;

5. $915.3 million for Capital Development.

Excluding autonomous funds and services, special funds and borrowing, the total budget
appropriation is $723.4 million.

The State Treasury account includes all revenues and expenses from the autonomous funds
and services, namely Electricity of Timor-Leste (EDTL), Airport and Air Navigation
Administration of Timor-Leste (ANATL), Port Authority of Timor-Leste (APORTIL,
including Berlim-Nakroma), Equipment Management Institute (IGE), and Administration
Service of Medications and Health Equipment (SAMES). Revenues from those categories are
included under the item for own revenues from autonomous funds and services in Attachment
I. Attachment Il contains the budget for proposed expenses.

The total estimated expenditure for self-funded autonomous funds in 2012 is $120.5 million,

of which $99.5 million is transferred from the SGB in order to subsidise expenditure
exceeding the estimated own revenues.

55



The total budget appropriation for the Infrastructure Fund, including loans, is $800.3 million.
The total budget appropriation for the Infrastructure Fund, excluding loans, is $757.2 million.
The total budget appropriation for the Human Capital Development Fund is $30 million.
Total estimated SGB expenditure is $1.674,1 billion.

Maximum total approved for public borrowing in 2012 is $43.1 million.

Estimated non-petroleum revenue is $136.1 million.

Thus the tax deficit is $1.538,0 billion, being funded by $1.494,9 billion from the Petroleum
Fund and $43.1 million through the public borrowing.

Under section 95.3 (d) and section 145.1 of the Constitution of the Republic, the National
Parliament decrees the following, to prevail as law:

Chapter I
Definitions and approval

Article 1
Definitions
For the purposes of the present Law:
a) “Expense Category” means the grouping of expenses under the five following
categories: Salaries and Wages; Goods and Services; Public Transfers; Minor
Capital; and Capital Development, where:

i) “Salaries and Wages” means the full amount a Body may spend on Salaries
and Wages for the holders of political offices and for permanent, temporary
and part-time staff;

i) “Goods and Services” means the full amount a Body may spend on the
acquisition of Goods and Services;

iii) “Public Transfers” means the full amount a Body may spend on public
grants and consigned payments;

iv) “Minor Capital” means the full amount a Body may spend on the
acquisition of Minor Capital goods;

v) “Capital Development” means the full amount a Body may spend on
Capital Development projects.
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b) “Expenses paid by Revenues” means expenses met by the own revenues charged
by autonomous funds and services, provided that the amount does not exceed the
full value of the revenues entered in the relevant Treasury accounts;

c) “Budget Appropriation” means the full amount inscribed in the SGB in favour of
a Body towards the payment of a certain expense;

d) “Body / Bodies” is the generic term adopted by Budget to indicate the
administrative public sector subjected to budget discipline and that, according to
the organic classification, may be divided by such titles as: Office of the President
of the Republic, Parliament, Government (Office of the Prime Minister, Presidency
of the Council of Ministers, Ministers and Secretariats of State), Courts and Office
of the Prosecutor General of the Republic, such as other institutions featured in
Attachment II;

e) “Expenditure Items” means the individual expenditure items within each Expense
Category, based on the expenditure account code structure maintained by Treasury.

Article 2
Approval

The present Law approves the State General Budget for the period from 1 January to 31
December 2012, as well as:

a) Total revenues per groupings, including own revenues from autonomous funds and
services, special funds and loans featured in Attachment | to the present diploma,
constituting integral part of it;

b) Total expenses per groupings, including the amounts to be transferred from the State
General Budget for autonomous funds and services in 2012, featured in Attachment |1
to the present diploma, constituting integral part of it;

c) Total expenses from the autonomous funds and services to be funded from their own
revenues and from the State General Budget subsidy, featured in Attachment 111 to the
present diploma, constituting integral part of it;

d) Total expenses corresponding to the appropriation for the Infrastructure Fund in 2012,
featured in Attachment IV to the present diploma, constituting integral part of it;

e) Total expenses funded through the public borrowing in 2012, featured in Attachment
IV-A to the present diploma, constituting integral part of it;

f) Total expenses corresponding to the appropriation for the Human Capital Development
Fund in 2012, featured in Attachment V to the present diploma, constituting integral
part of it.
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Chapter 11
Revenues

Article 3
Taxes

During 2012 the Government is authorised to collect taxes as well as other tributary
impositions set by tributary law in force.

Chapter 111
Authorisation to make transfers from the Petroleum Fund

Article 4
Authorised limit for credit the SGB

Under and for the purposes of the provisions of article 7 of Law no. 9/2005 of 3 August, in
the redaction amended by the Law no. 12/2011 of 28 September, the transfer amount from
the Petroleum Fund in 2012 doesn’t exceed $1.494,9 billion and only is transferred after
complying with the provisions of the articles 8 and 9 of the law above cited.

Chapter 1V
Constitution of the Public Debt

Article 5
Maximum Amount of Authorised Borrowing

1. In order to face the financing needs related with the construction of strategic
infrastructures for the Country development, the Government is authorised under the
article 20 of Law no. 13/2009 of 21 October and the article 3 of Law no. 13/2011 of
28 September, to resort to concessional external borrowing until the maximum
amount of $160 million, with a maximum deadline of 40 years.

2. Without prejudice of the provision of former number, in 2012, the financing derived
from borrowing doesn’t exceed $ 43.1 million.

Chapter V
Budget Execution

Article 6
Payment of taxes on Government imports

The Treasury is authorised to establish and implement an accounting mechanism for registering

and controlling revenues and expenses, corresponding to the payment of taxes on imports

done by the Bodies or on their behalf.
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Article 7
Appropriations for the whole Government

According to the clear and precise criteria set for the public expenses, the Government
inscribes the following appropriation in the budget of the Ministry of Finance, to be managed
by the latter:

a) Counterpart Fund;

b) External Audit;

¢) Contingency Reserve;

d) International Organisation Membership Fees;
e) Retroactive Funding;

f) Payment of pensions to Former Holders and Former Members of Sovereignty
Bodies;

g) Construction of Integrated Posts at the Border;

h) New Body for Implementing the Recommendations of the CAVR;
i)  Contribution Fund for Social Institutions;

J)  Provision for g7+;

k) Provision for Telecommunications Liberalisation.

Chapter VI
Autonomous funds and services and special funds

Article 8
Own Revenues

1. Estimated revenues to be collected by autonomous funds and services are indicated in
Attachment I.

2. Expenses resulting from transfers from the Government to the autonomous funds and to
the special funds, as well as the estimate of the respective estimated expenses, are
indicated in Attachment I1.

3. The budgets by Expense Category concerning the autonomous funds and services
funded by own revenues are indicated in Attachment I11.

4. The appropriation for the Infrastructure Fund is featured in Attachment IV and in
Attachment 1V-A.

5. The appropriation for the Human Capital Development Fund is featured in Attachment
V.
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6. Expenditure Authorisation Notices in favour of autonomous funds and services from
own revenues may only be authorised after the State receives the respective revenues.
Such authorisations must be of an equal or lesser value.

Chapter VII
Final Provisions

Article 9
Funding through independent donors

1. Each Body may only establish agreements with independent donors for the provision of
additional or complementary resources to the funding contained in the budget

allocations of the present Law, after hearing the mandatory opinion of the Minister of
Finance.

2. This funding must be managed in accordance with the directives issued by the Ministry
of Finance and with the donor requirements.

Article 10
Entry into force

The present Law enters into force on 1 January 2012.
Approved on 25 November 2011.

The President of National Parliament,
Fernando La Sama de Araujo

Promulgated on / / 2011.
Let it be published.

The President of the Republic,
José Ramos-Horta
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Attachment |

Estimated Revenues to be collected and loans in the 2012 State General Budget for the

Democratic Republic of Timor-Leste

(US$ million)
1. Total Revenues 2,269.4
1.1. Petroleum Revenues 2,090.2
1.1.1. Taxes on petroleum profits 931.0
1.1.2. Timor Sea Duties 150.8
1.1.3. Income Tax 309.5
1.1.4. Additional Profit Tax 300.9
1.1.5. Other Taxes and Petroleum Fees 73.7
1.1.6 Petroleum Fund Interests 324.3
1.2, Non-Petroleum Revenues 136.1
1.2.1. Direct Taxes 40.6
1.2.2. Indirect Taxes 54.5
1.2.3. Other Revenues and Fees 19.0
1.2.4. Rice Sales 0.8
1.2.5 Treasury Account Interests 0.1
1.2.6. Lottery Revenues 0.2
1.3 Donations 0.0
1.4 Own Revenues from Autonomous Funds 20.9
1.5 Own Revenues from the Infrastructure Fund 0
1.6 Own Revenues from the Human Capital 0
Development Fund
1.7 Loans 43.1
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Attachment 111

Autonomous Funds partly funded from own revenues within the 2012 State General

Budget for the Democratic Republic of Timor-Leste

(US$000)
Expenses Own Government
Revenues Subsidy

Electricity of Timor-Leste

Salaries and Wages 1,000

Goods and Services 104,087

Minor Capital 4,000

Capital Development 0
Total 109,087 16,080 93,007
ANATL

Salaries and Wages 258

Goods and Services 246

Minor Capital 0

Capital Development 0
Total 504 1,350 -846
APORTIL (Including Berlim-Nakroma)

Salaries and Wages 151

Goods and Setrvices 2,099

Minor Capital 0

Capital Development 0
Total 2,250 3,390 -1,140
IGE

Salaries and Wages 984

Goods and Services 1,873

Minor Capital 0

Capital Development 0
Total 2,857 110 2,747
SAMES

Salaries and Wages 277

Goods and Setvices 5,479

Minor Capital 0

Capital Development 0
Total 5,756 0 5,756
Total Self-Funded Agencies 120,454 20,930 99,524
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