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Budget and Economy

AState expenditures in 2011 $1,306 million
ANon -oil GDP in 2011 $708 million
AGNI in 2011: $3.019 million

($2,290 million comes from exporting oil and gas)

ATherefore: State activities dominate Timor -
LestedOs entire economy.

AMoney from oil dominates everything.



Most people live in rural areas by
subsistence agriculture.




Basic Statistics

A 41 -50% of the people live below the World
Bank poverty line of 88c/person/day.

A80% of the people live in rural areas, largely by
subsistence farming.

AMore children die of diarrhea than malaria.
Aln 2010, TL exported $16 million (coffee).
Aln 2010, TL imported $288 million (everything).

AExtracting oll supplies 95% of state revenues,
more than 80% of GNI. They will stop in 2023.



Basic Statistics

By 2024, 400,000 babies
will have been born, and
the only producing oll

and gas field will be
used up.

How will they survive?



Funds (million USD)

AcCombined Sources Budget $1,501
ADeveIopment partners $195
ARDTL General State Budget: $1,306
i Infrastructure Fund $599
i Human Capital Development Fund $25
I Consolidated Fund $682
A Government (ministries) $593
A Other organs: President, Parliament, courts $39

A Autonomous agencies $50



Timor-Leste lives by selling olil.

APetroleum revenues pay for 95% of state
activities.

ATheyc“)re four times | arger
economy.

Aour oil and gas reserves will run dry in only 12
years.

APetroleum doesnot gl ve |J ob
people 71 it all goes to the State.

AThe Petroleum Fund can help justice between
generations, but it cannot guarantee good
governance or prevent corruption.



Signs of the “"resource curse” (1)

ASeeing money as the solution to every
problem

ASpending without thinking, spending high
when revenues are high

AlLack of long -term planning
Almport dependency

AiDutch Diseasedo inflatio
productive capacity

ABorrowing today, to repay tomorrow



Signs of the “"resource curse” (2)
ANegIecting non -oil economic development

and revenue sources
Algnoring that oil will run out

Awealth goes mainly to urban elite, while
Apovoo doesnod6t benefi t n

ACompani es Ncaptureo regu

AT h e petroleum sector nca
political system



Income in the 2011 state budget

Total revenue: $1,306 million (Including $141 million from 2010)

Above 2011 Taxes
ESI 5.0%
24.6%

Rice sales

2-011 0.8%
Estimated :
Sustainable ||||”
Income from ‘“ _User fees
Petroleum Above 2 |||| \ 1.2%
Fund T
56.2% 1018% Autonomous
agencies
1.4%




Petroleum Fund Objectives

AStabilize state revenues from oil price
fluctuations.

AProvide sustainability after petroleum runs
dry 1 n 2023 (1 f Sunri se

AReduce the temptation to spend a lot when
revenues are temporarily high.



World Market Price of Crude Oil
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Balance in the Petroleum Fund
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Timor-Leste’s Balance of Trade

Million USD per quarter

L0 m Importasaun foz
100 B Importasaun
m Esportasaun

1Q08 2Q08 3Q08 4Q08 1Q09 2Q09 3Q09 4Q09 1Q10 2Q10 3Q10 4Q10
The graph shows legal goods trade only.
Coffee is 96 % of non -oil exports in 2010.

89% of donor spending, and  70% of state spending, goes overseas.



Timor-Leste balance of trade 2010
(million USD)

Category Imports Exports | Balance

$289 $17
(DNE reports) (96% coffee)

Other goods $200 $0.3
(extra-legal) (LH est.) (LH est.)

$505 $3
(2009, from BPA) (LH est. remittances)

Goods -$272

-$200

Services -$502

Total excluding
oil and gas

Petroleum $2,016
receipts (incl. $294 Petrol. $2,016
(to state) Fund interest)

Total $2,036 $1,042

$994 $20 -$974




Timor-Leste changes every year.

APopuIation

will increase 2.4 % per year, doubling in less than

29 years (thepost -war nbaby boomo wi l
parents).

Alnflation

The IMF estimates 4.5 % in 2010, and 6 % in 2011
and beyond. According to the National Stastics
Department, Consumer Prices in Dili increased

13.7% from April 2010 to April 2011.

Weove already caught nDutch

Bl i e by BOO DG peopl eds
Increase along with development.



Many children will become youth.

Timor -Leste Population by Age

QORI o e A S Ty e (EronT:BHS 32009 2010 5= S s e e L e o e e L e
160 000 ga= T - - e L g R R A e e e A W e L S e A e d L S RS
1400000 - T - Qi - -~ - =~ - -5 mmm e e o L L e L E e ol
120,000+ - T - - - - - - --- - = - - e e e b e Lol
160000 - S e e R e e e
80,000 - - - - T - - - - = -z~ === = e oo e e e L e ims e e o mamma ol
60,000 - - B - - - - B - - A RS o S5l e DAL M PARES S T e, BRSPS A T S e EE L RS A
40,000 - - B - - - - B - - CTI < B AR LT, ] o R g AL ot ARARPET ] 1y T T o AR L
20000 - - - B - - - - B - - =i = I L R B EE A o SR ol b g i Tk T
0 J

Q<7 6-:.10-7-35- 20-5.25-. 30 357 » 40~ 45-,-.50- -75b-+.60-." 65>, 705~ 75+ 80F
4 9 14 19 24 29 34 39 44 49 54 59 64 69 74 79

Timor -Leste Is struggling to find jobs for 15,000 people who will
enter the work force this year.

In 2023, it will be 34,000, and the oil will be used up.
Todayos youth wil/l hia V er=secairds dir-ein .l



Our oil and gas wealth is very limited.

Timor-Leste’s Annual Petroleum Revenues (discounted 4.0% / year)
If Sunrise construction starts in 2016.

I:ISunr!se LNG downstream Total 2011-2051  $31.0 billion (discounted)
OSunrise gas upstream In Petroleum Fund $ 6.9 billion
B Sunrise liquids

OKitan Total $47.9 billion
@Bayu-Undan & Elang Kakatua -
Spent over 40 years: $1.20 billion per year

— = $3.3 million per day.

Timor-Leste population in 2051: 2.8 million
Average 2011-2051 = 1.9 million.

Total oil revenues: $1.72 per person per day.
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A This graph uses imprudently optimistic assumptions.
A If we spend only the ESI from Petroleum Fund: $1.41/person/day.
A The 2011 state budget will spend $3.11/person/day.




Millions of US dollars. Not adjusted for inflation.

State Budgets 2002-2015

Showing Non-oil GDP Growth

State Expenditu res over Time (including autonomous agencies)
2002-2010: Executed budget.  2011-2015: Planned budget.
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Graph by La’o Hamutuk based on IMF forecasts and RDTL Ministry of Finance data and projections.

The State Budget is growing much faster than the economy.




Petroleum Fund balance in the future
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The 2011 Budget is for infrastructure.

Infrastructure
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Graphic by La’o Hamutuk based on 2011 State Budget Appropriations
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-Leste will spend 9.6% in 2011.
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