


Preface 
The publication of Timor-Leste's first-ever Pre-Budget Statement, including the Mid-Year 
Report, represents a significant step forward by the Ministry of Finance in the area of public 
financial management reform. 

This document reports on the government priorities for the next fiscal year and for the medium 
term, describing their alignment to the proposed General State Budget. It details the proposed 
budget strategy for 2020, highlighting allocations to the various institutions, new measures and 
fiscal sustainability implications. It also outlines the macroeconomic and fiscal context, their key 
developments, risks and forecasts over the medium term. The issue also covers trends and 
projections for other sources of financing i.e. Petroleum Fund's revenues and returns, loans and 
grants. 

The Pre-Budget Statement aims, above all, to enhance transparency and disclosure in Timor­
Leste's budget process. As such, this report hopes to stimulate positive and constructive 
discussions across and within Government, Private Sector, Civil Society Organizations, 
International Partners, the People of Timor-Leste and other interested parties, expanding 
participation to the budget journey to all its stakeholders. 

I am convinced that the 2021 Pre-Budget Statement will increase awareness and understanding 
of the Government's financial management and help the People become good and informed 
citizens by providing them with relevant information on the 2021 Pre-Budget and Mid-Year 
analysis. 

I wish to express my appreciation to the Directorates and Units of the Ministry of Finance that 
have contributed to the drafting and compilation of this report, whose work has been essential 
to its publication. 

This documentation is available for consultation on the website of the Ministry of Finance, 
www.mof.gov.tl. Inquiries relating to this publication should be directed to the General 

�- �Planning and Budgeting on e-mail jgama@mof.gov.tl -tel. +670 77852000, 
�Ml . -tel. +670 77305809 and epmartins@mof.gov.tl -+670 77879183. 
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the aim to encourage development of the private sector, increase diversification and grow the 
overall economy. A stronger non-government Timorese economy would require less funding 
from the Petroleum Fund in the future as the fiscal deficit would be smaller due to higher non-
oil domestic revenues and a lower need for government spending to boost the economy in 
normal times.  

The Ministry of Finance conducts a fiscal sustainability analysis for the budget ceiling chosen 
each budget cycle. Through the use of modelling, the impact of the selected budget ceiling on 
the long term sustainability of Timor-Leste can be estimated, specifically the overall balance of 
the Petroleum Fund. The model used mainly focuses on the impact of capital spending on 
longer-term GDP and domestic revenues and their bearing on the Petroleum Fund reserves. This 
is in line with the current front-loading policy.  

Due to uncertainty of future variables in the model, e.g. the budget of future years, the model 
uses a number of assumptions. Firstly, it makes assumptions about the growth rates of the 
ceilings for all appropriation categories, based on historical data, while the growth of Capital and 
Development is estimated to follow the requested amounts set out by the Infrastructure Fund 
in the years 2021-2024 (including payments for Tasi Mane starting in 2022) and a long term 
growth rate based on past data after that. Short term GDP and inflation figures are based on 
forecasts by the National Directorate of Economic Policy in the Ministry of Finance. The long run 
growth rate of GDP, inflation and domestic revenue growth and the long term return on the 
Petroleum Fund are constructed using set base line levels. Changes to any of these assumptions 
would have significant changes on the forecasted end date of the Petroleum Fund. For example, 
if the rate of expenditure growth were to increase more than that assumed in the model, then 
the Petroleum Fund would finish quicker than forecasted. The ESI (Estimated Sustainable 
Amount) from the Petroleum Fund is set at 3% of the Petroleum Fund value and counted as part 
of Total Revenue. This means that as the amount of the Petroleum Fund falls, so does the 
amount of the ESI. 

Figure 1: Expenditures, Revenues and Petroleum Fund Balance Forecasts 2021-2040, $millions  

Source: National Directorate of Economic Policy, Ministry of Finance, September 2020.  
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planned disbursements, with a forecast total of $155.1m. This trend is due to continue into 
2022.  
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SCIENCE AND 

CULTURE 

cultural heritage 

- Form and manage the National Library  in the 

management and licensing of Higher Education 

Institutions.  

MINISTRY OF 

SOCIAL 

SOLIDARITY AND  

INCLUSION  

6 

Annual allocation 
continued and 

reallocated to new 
specialised 
secretariat   

- All activities related is on annual alocation 

MINISTRY OF 

PUBLIC WORKS  

  
 28 

  

                                    

$20,504,000  

  

- Basic sanitation, bio-fuel and new storage methods  

MINISTRY OF 

TRANSPORT AND 

COMMUNICATION  

  

 11 
                                           

$3,042,000 

- Develop new web services, focusing on connectivity 

project NCB-VII 

MINISTRY OF 

TOURISM, 

COMMERCE AND 

INDUSTRY  

  

7 $2,1 85,000 

- Create a new tourism authority and tourism zone  

- Estabilsh a centre for industry to support and promote 

national industry to encourage import substitution 

MINISTRY OF 

AGRICULTURE 

AND FISHERIES 

32 
                                           

$5,178,000 

- Improving  access to market 

-Increasing production and diversification of agricultural 

products 

- Improving the management and preservation of 

natural resources  

- Develop the tourism sector through conservation and 

management of crocodiles  

PUBLIC SERVICE 

COMMISSION 

 7 $172,000 

- Realise of the process of recruitment, promotion and 

placement 

- Provide the performance evaluation 

- Ensuring the payment of salaries and running  

disciplinary process 

- Coordinate and organize professional managers - 

Develop professional staff framework  

BUSINESS 

REGISRATION  

AND 

VERIFICATION 

SERVICE ( SERVICE 

AND 

AUTONOMOUS 

FUND) 

 2 $438,000 

- Prepare and approve the operation of the regulatory 

of the company framework (bankruptcy, mergers, 

access to credit) 

- Create a better communication mechanism between 

business registration and tax services to improve the 

efficiency 
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Services, Education and Health. It should be noted that Health and Economic Affairs sectors have 
a lower GSB compared to 2020, as they received a $220 million economic recovery package in 
the previous GSB 2020. 

Figure 2: Comparison of 2019 Expenditure, proposed 2020 GSB and proposed 2021 GSB by Sector* 

 
Source: General Directorate of State Finance, Ministry of Finance 2020. *This does not include loans, minor capital, new 
capital measures of $10 million and allocation to RAEOA-ZEESM that are currently under discussion. Please not that all 
2021 Infrastructure Fund allocations are preliminary and may change. 

3.3 2021 General State Budget (GSB) Proposal 

The VIII Constitutional Government has approved a Budget ceiling of $1.6bn, whose 

disaggregation according to spending categories is reported in the table below. 

Table 4: Proposed 2021 Budget by Appropriation Category, $ Millions 
Appropriation Category Proposed 2021 Budget 

Salary and Wages 216.2  

Goods and Services 438.0 

Public Transfers 480.7 

HCDF 13.0  

Public Transfers- RAEOA  127.0 

Total Recurrent Expenditure  1,274.9 

Minor Capital 6.0  

Capital and Development (IF) 198.8 

Capital and Development (LM, PDIM) 30.9 

Total Capital Expenditure  235.8 

Loan Disbursements 80.2 

Support from EU-DBS  9.1 

Total New Measures (included in appcat above) 104.6 

Total Budget Ceiling 1,600.0 

Source: General Directorate of State Finance, Ministry of Finance 2020. 

Recurrent expenditure amounts to $1.27bn. This budget includes $104.6 million economic 
recuperation package that has been allocated to various ministries and agencies that align with 
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Secretariat for State for Environment 1,158,786 957,841 1,785,394 54% 86% 

Ministry of Tourism, Commerce and 
Industry 

5,323,584 4,290,192 10,352,730 94% 141% 

Ministry of Agriculture & Fisheries 11,908,236 7,038,645 19,892,578 67% 183% 

Ministry of Mineral Resources and oil 24,827,701 27,651,475 36,193,849 46% 31% 

Source: General Directorate of State Finance, Ministry of Finance 2020. 

Ministries belonging to priority sectors have received budget increase compared to the 
proposed GSB 2020. These include Ministry of Agriculture (+31%), Ministry of Tourism, 
Commerce and Industry (+141%), Secretariat of State for Cooperative Sector (+211%), 
Secretariat of State for Vocational Training Policy and Employment (+93%), Ministry of Planning 
and Strategic Investment (+91%), Ministry of Justice (+86%), Ombudsman for Human Rights 
(+26%), Ministry of State Administration (+122%), Ministry of Education, Youth and Sports 
Including SEJD(+64%), Ministry of Higher Education, Science and Culture Including SEAC (+72%), 
and  Ministry of Social Solidarity and Inclusion (+1%). Please note that the Ministry of State, 
Coordinator of Economic Affairs appears to have received a massive reduction because it 
received the economic recovery package in proposed GSB 2020 as a one-off transfer.  

Table 8: Proposed Allocation to SFAs in GSB 2021, $ 

SDP Sector SFA  
2021 

Proposed 
Budget  

% change 
from 

proposed 
GSB 2020 

Economic Development 

Institute of Support for Enterprise Development 
(Self-Financed Autonomous with Own Revenues) 

1,070,917 24% 

Specialized Agency for Investment (Self-Financed 
Autonomous with Own Revenues) 

1,238,219 -52% 

Registry and Business Verification Services (Self-
Financed Autonomous with Own Revenues) 

1,537,500 -32% 

Bambu  (Self-Financed Autonomous with Own 
Revenues) 

517,134 -25% 

Training Center SENAI (Self-Financed Autonomous 
with Own Revenues) 

353,238 -94% 

Centro de Logistico Nacional  1,936,521 115% 

Autoridade de Inspeção Alimentar e Fiscalização da 
Atividade Económica,Sanitária e Alimentar (Serviço 
e Fundo Autónomo) 

718,445 -94% 

Centro Nacional de Emprego e Formação 
Profissional - Tibar 

1,403,814 22% 

Instituto Nacional do Desenvolvimento de Mão-de-
Obra 

545,991 -10% 

Commission for Administration of the 
Infrastructure Fund (FI)     

731,695 98% 

Infrastructure Development 

Institute for Equipment Management (Self-Funded 
and Autonomous with Own Revenues) 

3,025,576 118% 

Administration of Ports of Timor-Leste  (Self-
Funded and Autonomous Service with Own 
Revenues) 

3,957,510 296% 
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National Communications Authority (Self-Funded 
and Autonomous Service with Own Revenues) 

842,132 -20% 

Institutional Framework 

Presidency of the Republic 6,384,386 848% 

National Parliament 13,009,984 1869% 

Courts 6,382,540 588% 

Prosecutor-General of the Republic 3,637,488 1109% 

Anti-corruption Commission 1,159,473 318% 

Public Service Commission 2,351,348 114% 

Forensic Police of Criminal Investigation (Self-
Financed Autonomous with Own Revenues) 

1,601,284 -87% 

National Defense Institute  (Self-Funded and 
Autonomous with Own Revenues) 

1,249,583 129% 

National Intelligence Service (SNI) 1,507,779 -79% 

State Inspectorate General 832,049 -88% 

National Institute of Public Administration 946,512 68% 

National Electoral Commission 8,488,887 1330% 

Council for Definitive Delimitation of Maritime 
Boundaries (Administrative and Financial 
Autonomy without Own Revenues) 

1,145,861 475% 

Social Capital 

National University Timor Lorosae (Self-Financed 
Services with own revenues) 

14,771,072 1911% 

Archive and Museum Resistência Timorense 2,062,359 292% 

Press Council (Self-Financed Autonomous with 
Own Revenues) 

754,166 206% 

National Hospital Guido Valadares (Self-Financed 
Autonomous with Own Revenues) 

11,569,590 135% 

SAMES  (Self-Financed and Autonomous with Own 
Revenues) 

6,008,433 71% 

National Laboratory (Self-Funded and Autonomous 
with Own Revenues) 

624,682 -42% 

National Center for Rehabilitation (Self-Funded and 
Autonomous with Own Revenues) 

873,125 -74% 

Agência Nacional para Avaliação e Acreditação 
Académica (Autonomia Administrativa e Financeira 
com Receitas Próprias) 

455,021 2% 

Institute of Health Sciences (Autonomia 
Administrativa e Financeira com Receitas Próprias) 

1,222,500 -83% 

Commission for Administration of the Human 
Capital Fund (FDCH)      

13,000,000 21% 

Source: General Directorate of State Finance, Ministry of Finance 2020. 
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Table 9: Proposed Allocation to Municipal Authorities, $ 
Municipal Authority Proposed Budget 2021 

Administração Municipal de Aileu 2,157,027 

Administração Municipal de Ainaro 2,551,413 

Administração Municipal de Covalima 2,773,358 

Administração Municipal de Lautém 2,837,133 

Administração Municipal de Liquiçá 2,264,186 

Administração Municipal de Manatuto 2,655,918 

Administração Municipal de Manufahi 2,686,998 

Administração Municipal de Viqueque 2,719,847 

 Autoridade Municipal de Baucau 3,431,315 

 Autoridade Municipal de Bobonaro 3,628,392 

 Autoridade Municipal de Dili 5,856,767 

 Autoridade Municipal de Ermera 2,737,402 

Source: General Directorate of State Finance, Ministry of Finance 2020.  
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4.2.2 Prices and Inflation 

Table 12: Global and Regional Inflation Rates (%) 
Country Actual Forecast 
 2018 2019 2020 2021 

World 3.6% 3.6% 3.0% 3.3% 

Advanced Economies 2.0% 1.4% 0.5% 1.5% 

Emerging and Developing Economies 4.8% 5.0% 4.6% 4.5% 

Emerging and Developing Asia 2.6% 3.2% 3.0% 2.9% 

Timor-Leste* 2.3% 0.9% 0.7% 2.1% 

Source: IMF World Economic Outlook April 2020. *Ministry of Finance forecast. 
 

Timor-Leste 

With year on year inflation in June 2020 of 0.5%, Timor-Leste still enjoys a low level of inflation. 
Due to the significant weight of food and non-alcoholic beverages in the CPI basket and the high 
proportion of food imported into Timor-Leste every year, international food prices remain one 
of the key drivers of the overall CPI rate, and the MoF continues to monitor price levels. The 
World Bank (WB) food price index has remained stable between May 2019 and May 2020 
increasing just 0.5%. Domestic food prices have also been muted seeing a small increase of just 
0.8% in the same timeframe. It is expected that the current world food prices will fall slightly in 
2020 and then experience a small uptick in 2021 but remain stable. Rice specifically is a staple 
part of the Timorese diet. The benchmark Thai 5% rice is expected to increase 8% in between 
2019 and 2020, this will have a negative effect on poorer households where basic foods make 
up the majority of their spending and this will leave them with less disposable income. Coffee 
prices (both Arabica and Robusta) are expected to decrease 3% and 7% respectively in 2020. 
This will negatively affect those families who rely on coffee production in Timor-Leste. 

Figure 3: Change in Consumer Price Index Timor-Leste 2014-2020 (%) 

 
Source: Ministry of Finance, National Directorate of Economic Policy and General Directorate of Statistics, 
2020. 
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Figure 5: Exchange Rate Indices 2013-2020 (%) 

Source: Ministry of Finance, National Directorate of Economic Policy and General Directorate of 
Statistics, 2020. 

4.2.4 Financial Sector Trends 

Commercial Interest Rates and Credit 
 
The amount and cost of credit to the private sector is an important indicator for private sector 
development. Loans to the private sector were at an average interest rate of 15.99% in May 
2020, these have been stable with a slight increase over the last year (15.36% in May 2019). 
Total domestic credit, excluding general government, was $592 million in May 2020, with an 
average of $458 million over the prior 12 months. 

Figure 6: Commercial Interest Rates and Credit  

Source: Banco Central Timor-Leste, 2020. Interest Rate (RHS, %), Credit (LHS, $m). 

4.3 Economic Outlook 

The Ministry of Finance is forecasting non-oil GDP growth to be -6.0%% for 2020. This is due to 
the delayed Budget approval which restrains public spending and political uncertainty which has 
a negative impact on the private sector along with the impact of the COVID crisis and associated 
state of emergency. 2021 is due to see GDP return to positive growth of 2.8% as a result of a 
rebound in private investment and household consumption, assuming the Budget is passed. 
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Figure 10: Domestic Revenue Composition, 2010-2019 

 
Source: National Directorate of Economic Policy, Ministry of Finance, August 2020. 

Focusing in on tax revenues in more detail; like total domestic revenues, after a rise at the start 
of the period, the past few years have seen significant fluctuations with 2019 seeing a continued 
fall in total tax receipts to $122.3 million from a total on $124.7 million in 2018, excluding ZEEMS 
taxes.  
 
Excise tax, the largest contributor to tax receipts and overall domestic revenues, saw a rise in 
collections. This suggests a boost to consumer spending. Both types of individual income taxes 
also rose. The rise in public sector income taxes was largely due to an increase in casual worker 
employment across government, as casual workers are more likely than permanent to eligible 
for income tax by earning over the $500/month threshold. 
 
Withholding tax, the second largest contribution to tax revenues, fell significantly due to a 
decline in capital expenditure. However, it is important to note that there are often delays in 
the receipt of such taxes. As a large number of capital projects were commissioned in Q4 2019, 
the withholding tax revenues were not collected before the close of the financial year in 
December and spilled over into Q1 2020 where unusually high levels of withholding tax were 
seen. Corporate taxes also fell, suggesting a drop in private sector activity during the year. This 
was emphasized by a small fall in service duties. Import duties also fell substantially in 
comparison with the previous year.  
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Looking at Fees and Charges, they have seen consistent growth over the past 6 years. 2013 was 
a significantly high year due to an exceptionally large contribution of other non-tax revenues 
which grew from just below $1 million in 2012 to over $15 million in 2013 and fell back to $4.7 
million in 2014.  Excluding 2013 from the trend line, due to its exceptionally high levels, revenues 
from Fees and Charges have grown since 2011. This continued in 2019, increasing to $57 million 
in 2019 compared to $55 million in 2018. However the rate of growth was slower than in 
previous years, as seen by the graph below.  
 
Electricity still dominated the total, comprising just over 55% of the total fees and charges 
revenue from fees and charges. This is a slightly decline from the 60% it made up in 2018 but 
still above the 53% average for the past 10 years. The total revenues from electricity saw a slight 
decline in collections in 2019. However there were significant increases in the incomes 
generated by property rentals and mining & quarry royalties. Revenues from fines and penalties 
from tribunals and TL Internet Domain Revenue also increased relative to 2018. Dividends from 
BCTL saw a significant rise, becoming the third highest contributor in the category after 
electricity and property rentals.   
 
Figure 13: Electricity contributions and total Fees and Charges, 2010-2019 

Source: National Directorate of Economic Policy, Ministry of Finance, August 2020. 
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Figure 14: Top Contributors to Fees and Charges Revenues excluding Electricity, 2010-2019 

Source: National Directorate of Economic Policy, Ministry of Finance, August 2020. 

Autonomous Agencies do not seem to follow any historic trend. However the large spikes in 
2013 and 2016 do coincide with rises in the overall revenue collection. The Autonomous 
Agencies total for 2019 was slightly higher than those in 2017 and 2018. APORTIL has 
consistently been the largest contributor to the total, averaging around 40%.  
 
2019 saw the introduction of a new revenue stream from the introduction of the ANC 
Autoridade Naçional de Comunicações) Licensing Fee, which became the second highest 
revenue stream. There were also increases in collections from IGE Receipts and UNTL University 
Fees. However there were falls in a number of other line items including the APORTIL Port 
Charges & Fees, the CLN Sale of Rice and Institute for the Support of Enterprise Development 
Service Fees. As mentioned before, Special Administrative Regions are not included in this 
analysis, unlike previous years, due to the delay in data collection.  
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Figure 15: Autonomous Agencies Revenues including top contributors, 2011-2019 

Source: National Directorate of Economic Policy, Ministry of Finance, August 2020. 

4.4.2 Mid-Year Analysis 

2020 had a strong start to the year, outperforming 2019 across the first Quarter. This was largely 
due to delayed payments of some key taxes at the end of 2019, in particular withholding taxes. 
Other key revenue contributors such as excise tax and electricity fees and charges also saw a 
year on year rise. At the end of Q1, total domestic revenues in 2020 were $45.9 million, an 
increase of the Q1 2019 total of $41.8 million.  This growth was largely unanticipated, especially 
given the political uncertainty surrounding the delayed passing of the national budget at the end 
of 2019 which was expected to reduce private sector confidence in the economy, further 
reducing overall spending and subsequently domestic revenues.   
 
However the impact of COVID-19, mainly due to the introduction of the State of Emergency at 
the end of March and extended till the end of June, was significant. The State of Emergency 
aimed to limit the movement of people within the country and across borders to prevent the 
spread of the disease. This has a significant knock-on effect on consumer and private sector 
spending. A number of government revenue streams were suspended, including all social 
security contributions for both employers and employees, rent on government buildings and 
the payment of water fees. All electricity consumers in the country received a $15 per month 
electricity credit during the State of Emergency. Electricity is often the second largest 
contributor to total revenues, making up nearly a fifth of total domestic revenues (17%) in 2019.  
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Focusing on the 2020 data only, there does not seem to be a vast difference between the first 
two quarters of the year. This is because while there was a large decline in overall tax revenues 
in April, May and June saw a near return to 2019 levels. 
 
However nearly all taxes did fall during Q2 in comparsion to the previous quarter. All indirect 
taxes, which are those more closely linked to consumer spending and signs of consumer 
confidence, fell during the State of Emergency. For direct taxes, the majority also fell during Q2, 
with only Individual Income Taxes for the Public Sector rising slightly.   
 

Source: National Directorate of Economic Policy, Ministry of Finance, August 2020. 

The situation is similar for Fees and Charges collections. They also saw a strong start to the fiscal 
year, with higher collections in both January and February than the same time in 2019. 2020 saw 
a slight fall in comparison for March, though the majority of the decline is again focused on April 
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where collections for 2020 were 42% lower than 2019. There was some recovery in May and 
June, but lower than that the bounce back for taxes.  

Source: National Directorate of Economic Policy, Ministry of Finance, August 2020. 

The comparison quarter on quarter is similar, with all the highest contributors having higher 
collections in Q1 compared to Q2. The one exception is BCTL Dividends coming from the 
Central Bank. These are only released once a year, in May, and therefore would only appear in 
one quarter regardless. 

Source: National Directorate of Economic Policy, Ministry of Finance, August 2020. 
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Autonomous Agencies often see the majority of their collections take place in the final quarter 
of the fiscal year. Comparing Q1 for 2019 and 2020, there is a little difference. April surprising 
saw a rise on 2019, countering the trends seen for Taxes and Fees and Charges. The only 
payment was $705,942 from UNTL, more than double its contribution in the same month in 
2019. This is probably backdated university fees and therefore would be unaffected by the State 
of Emergency introduction. May 2020 was an exceptionally low month for 2020, with no 
revenue collections compared to $1.7 million in 2019. However there was a bounce back in June, 
where collections in 2020 were around 4 times those in 2019.  So far in 2020, only 4 Agencies 
have reported positive revenues. These are shown on the quarterly comparison graph below. 
The figures shows that the majority of collections occurred in Q2 as that was when the payments 
from the two largest contributors took place.  
 
Figure 21: Autonomous Agencies Revenues, January - June 2019 and 2020 

 
Source: National Directorate of Economic Policy, Ministry of Finance, August 2020. 

 
Figure 22: Autonomous Agencies Revenues, Q1 and Q2 2020 

 
Source: National Directorate of Economic Policy, Ministry of Finance, August 2020. 
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4.4.4 ZEEMS Revenues  

The Special Administrative Region of ZEEMS has two forms of revenue; taxes and fees and 
charges. As mentioned earlier, there are still no figures for the 2019 fiscal year. This means that 
the figures given below are still an estimate and not the final figures. This also means that the 
future projections are also likely to be less accurate than the other line items as they have one 
fewer data point to aid in the estimation.  
 
Figure 24: ZEEMS Revenues Actual and Forecast, 2016-2025 

 
Source: National Directorate of Economic Policy, Ministry of Finance, August 2020. 

As seen from the graph above, it is clear to see that while revenues were high and rising in 2016 
and 2017, ZEEMS saw a large fall in revenues in 2018. This was largely due to a sharp fall in tax 
receipts during that period.  
 
Revenues are predicted to largely bounce back in 2019, though the impact of the State of 
Emergency is expected to cause another fall in 2020. Following that, revenues are expected to 
climb steadily, based on the current assumption of steady economic growth in the country.  
Including the ZEEMS estimates into the total domestic revenues gives a total forecast for 2020 
of $172.3 million and 2021 of $183.5 million. The other years can be seen on the graph below. 
The trend is similar to the domestic revenue forecast without ZEEMS as they are both based on 
the same assumptions for future economic conditions.  

4.8
5.5

3.8
4.6

3.9 4.1

4.9 5.0
5.3 5.5

0.0

1.0

2.0

3.0

4.0

5.0

6.0

2016 2017 2018 Proj.
2019

Proj.
2020

Proj.
2021

Proj.
2022

Proj.
2023

Proj.
2024

Proj.
2025

R
ev

en
u

es
, 

$ M
ill

io
n

s

ZEESM - Fees and Charges ZEESM - Taxes Total ZEESM Revenue



 

45 

Figure 25: Domestic Revenue Forecasts (including ZEEMS), 2020-2025 

 
Source: National Directorate of Economic Policy, Ministry of Finance, August 2020.  
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Figure 26: Expenditure by Infrastructure Fund, 2015-19 

Sources: Ministry of Finance, IFMISU, July 2020 

Figure 27: Expenditure by HCDF, 2015-19 

Sources: Ministry of Finance, IFMISU, July 2020 
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5.1.1.3 Expenditure by economic classification  

Capital 

Capital development (CD) has been a stated policy objective in Timor-Leste. Trends from 2015-
2019 show that it receives the highest allocation in Timor-Leste. On average, it receives just 
under 30.0% of the total budget allocation of the government. There was a budget increase in 
2016 was due to a rectification budget which allocated an additional $390k to the Infrastructure 
Fund for important infrastructure projects. In State Budget 2019, it received $400.9 million final 
budget, out of which $287.0 million were spent. The 2019 decrease was because of a reduction 
in the programmes for Tasi Mane, Urban and Rural development, Public Edifices and 
Information Technology. 
 
The total expenditure on CD follows the trend of IF which is the main implementer of all big 
infrastructure projects. Its execution follows the same trends. It was under 70.0% (2015-17) and 
85.4% in 2018, and regressed to 71.5% in 2019. From 2015, minor capital has received an overall 
decreasing budget allocation (1-4%) which increased dramatically in 2019. However, the 
execution was low because of a delays in spending on electricity, water, sanitation etc. 

Figure 28: Capital expenditure, 2015-19 

Sources: Ministry of Finance, IFMISU, July 2020 

Recurrent  

Recurrent budget (salary and wages, goods and services, and transfers) final allocation has 
remained between 65.0-73.0% from 2015-2019 (with 2016 as an exception with only 56.0% 
allocation). In 2019, recurrent budget was 71.0% of the total original allocation. 

Goods and services receive 22.0-32.0% of the total allocation and it shows a declining trend year 
on year as the government tries to identify and mitigate superfluous spending. However the 
increase in 2019 was due to payment of combustibles and maintenance for the Hera and Betano 
generators, including the master plan for water and roads.  

9-16% of the total fiscal envelope is allocated to Salary and Wages (SW) on average. There was 
an increase in the 2017 SW expenditure due to retroactive payments of teachers from 2011-
2016 and recruitment of health professionals. The 2015 and 2016 spike in Transfers expenditure 
was driven by allocation to ZEESM project development. In general Transfers are driven by the 
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contributory regime, veteran payments, Bolsa da Mae scheme, disaster management, social 
investments and others.  
 
Figure 29: Recurrent expenditure, 2015-19 

Sources: Ministry of Finance, IFMISU, July 2020 
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Figure 32: Q4, 2019 execution for SDP Sector-Institutional Framework 

Sources: Ministry of Finance, IFMISU, January 2020 

The Institutional Framework sector received an increasing budget allocation till 2016, after 
which there was a decreasing trend till 2019. In 2019, the budget allocation for this sector again 
increased. Appropriations for all of Government which also falls under the Institutional 
Framework sector had a final budget of $178.5 million in 2019 executing 81.6% of the same.  

In 2019, Ministry of Foreign Affairs execution was 88.7% as the transfers to the embassy and 
other payments had not been reported as completed by them. Ministry of State Administration 
received a contingency transfer of $1.7m for the celebration of the 20th anniversary of 
referendum and Chegeda day for INTERFET in 2019.  

In 2019, Ministry of Interior (MI) SW execution did not reach 100% because its public 
recruitment was slow, the promotion degree was not implemented as the new organic structure 
of MI was approved late. It generated savings in payments related to the tenderization of 
uniform sewing of security guards and the Bomber Corpus.  
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Figure 34: Q2, 2020 execution for SDP Sector-Economic Development  

Sources: Ministry of Finance, IFMISU, July 2020 

Ministry of Mineral Resources and Oil had the highest budget in the Economic Development SDP 
sector in DOT 2020 and has also the highest execution. Other Ministries and Secretariats have 
struggled to reach even 50.0% execution, with the exception of Secretariat of State for the 
Development of the Cooperative Sector (SEC) which has reached 56.4%.   

Figure 35: Q2, 2020 execution for SDP Sector-Infrastructure Development   

Sources: Ministry of Finance, IFMISU, July 2020 
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Figure 37: Q2, 2020 execution for SDP Sector-Social Capital 

Sources: Ministry of Finance, IFMISU, July 2020 

The Ministry of National Liberation Combatant Affairs (MACLAN) continues to have the highest 
allocation in DOT 2020 as most of its budget is public transfer pension payments which cannot 
be delayed. Secretariat of Youth and Sport only executed 20.9%, driven down by its Transfers 
execution which stood at 8.2% by the end of Q2, 2020. 

Covid-19 Fund  

In light of the 2020 Covid-19 pandemic, Timor-Leste instituted a Covid-19 fund ($220 million) for 
the health response as well as for economic recovery. Till end of Q2, 2020 $24.9 million were 
spent on GS and $71.3 million were spent on PT, a total of $96.2 million. Some of the measures 
spent on include i) state of emergency, ii) social distancing, iii) labour productivity, iv) change in 
supply chains, v) market performance, and vi) social transfers (electricity subsidy, microbusiness 
loans, worker wage subsidy).  
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concluded by 2019/2020 are roads from Laclubar junct.-Natarbora, Manatuto-Baucau, and Dili-
Manatuto bringing the total numbers of projects completion to over 60% by end the year.  
 
Total capital contribution made by this investment is $429.85m which is by a ratio of total 
investment, concessional loans accounted for approximately 62%. Of this, $157.07 m has been 
disbursed leaving a balance of $109.33 m to be spent for next 1-2 years in accordance with 
project construction periods. On the other hand, state contribution to the overall budget of Civil 
Works contract was $163.45m with an estimated remaining $43.77m for further disbursement.  
 
New projects included road section from Baucau-Venilale/Venilale-Viqueque and Laulara-
Solerema. The key challenges in project implementation were mainly relating to the release of 
social safeguard documents by relevant line ministries including delay in environmental 
licensing and resettlements and payment delays. As for the latter, it explained the trends 
illustrated in the graph below for road section Dili-Manatuto and Manatuto-Baucau. While 
projects progress was relatively high disbursements were significantly low relative to the 
contract amounts. 
 
Table 22: Total investment in Civil Works 

Source of Fund 
Total Investment in 

Civil Works 
(USD million) 

Disbursement as at 30 
June 2020(USD million) 

Contract 
Balance 

(USD million) 

Loan Fund 266.40 157.07 109.33 

State Contribution 163.45 119.68 43.77 

Total 429.85 276.75 153.10 

Source: Ministry of Finance, PMLU, June 2020. 

Figure 41: By Project, Civil Works Progress as at June 2020, Disbursement, and Contract Price 

 
Source: Ministry of Finance, PMLU, June 2020. 

 
There is about $40m loan saving from ADB ongoing loan -funded projects. The cost reduction 
increases year by year as a result of the number of participating bidders also increases in public 
procurement; hence, bringing down the prices by approximately 40% . This includes surplus in 
civil works, consulting services and unallocated loan contingencies. By projects, Baucau-
Lautem/Maub-Karim/Atab-Motain contributed over $25m in saving while other projects such 




















