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We're worst in the region ...

and getting worse.

Figure 1.8: Prevalence of Underweight Children
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Petroleum Dependency

° $4,276 million (76%)
$1,319 million (24%)
$ 265 million (5%)

$1,594 million
$1,394 million (87%) will be from oil (incl. $916m investment return)
$ 171 million ( 11%) will be from non-petroleum sources

$1,562 million
$1,184 million (82%) will come from the Petroleum Fund in 2016.
$ 107 million (7%) more is from the Petrol. Fund in the past and future.

State activities, paid for with oil money, are about half of the “non-oil” economy,
because some of this money circulates in the local economy.

Balance of trade (2013): services non-oil goods goods (2014)
Imports $1,536m $523m $550m
Exports $78m $16m $14m (coffee)
Deficit $1,458m $507m $536m

® Petroleum “income” goes to the government, not the people.

Only South Sudan, Libya (and Equatorial Guinea?) are more
dependent on oil and gas exports than Timor-Leste is.

10 November 2015

Income in the 2016 state budget
$1,562 million total

Above ESI
from P.F.
47% - Taxes

”

User fees &

‘-- Aut.agencies
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ESI from
Petroleum Ny Borrowing
Fund 7%
35%

88% is from present and future oil and gas income.
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Qil income will continue
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to decline.

Figure 2.6.3.2.1: Timor-Leste Petroleum Revenues and Estimated Sustainable
Income 2002-2025 Prop. GSB 2016
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Timor-Leste has already received 80% of the revenues from
Bayu-Undan and Kitan, and they could end in five years.

Oil and gas income is falling since 2012.

Production is falling faster than the oil price, and will not go back up.

The price will be irrelevant when we have nothing left to sell.

125 ote: this graph was made in mid-2015 and:does not include the -~ $5
ptions in the proposed 2016 budget or more recent price estimates.
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Dotted lines after 2014 are EIA price projections
(red) and Min. Finance production projections
(black). MF 2015 revenue projections (double
green dashes) were too high because they used
overly optimistic price projections (brown dashes).
However, EIA's AEO2015 price projections (red
dots) reflect the drop since mid-2014, as do the
green-dot revenue projections the MF presented to
the 2016 Budget Workshop in May 2015.
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Where TL's oil income comes from
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The Petroleum Fund balance is
already starting to drop.

The balance at the end of September 2015 A

s16 was the lowest since May 2014.
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Petroleum Fund Jan-Sep 2015

BALANCE SHEET
In thousands of USD

ASSETS
Cash and Cash Equivalents 148,252
Receivables 50,538
Financial assets held at fair value through profit or loss 16,275,703
TOTAL ASSETS 16,474,492

LIABILITIES
Payables for securities purchased -32,642
Accounts payable -5,269
TOTAL LIABILITIES -37,911

Opening Balance 16,538,617
PF Law Art. 6.1 (a) Revenue receipts 366,012
PF Law Art. 6.1 (b) DA receipts 420,185
PF Law Art. 6.1 (e) Other receipts -

PF Law Art 7.1 Tranfers to State Budget -638,500

Income for the period -249,733

Return on Petroleum Fund investments

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME - QUARTER
In thousands of USD Quarter Year to Dal
___ _ Sep-15 Sep-15
INVESTMENT INCOME
Interest income 40,951 116,221
Dividend income 36,338 132,050
Trust income 1,343 5,086
Other investment income 1 19
Net gains/(losses) on Financial Assets at fair vaiue -431,788 -240,855
Net foreign exchange gains/(losses) 82,517 241476
! Total Investment Income —4%_.'3_(:3_ T_3 -228,955
|EXPENSES
External management, custody fees 2,661 7,445
Internal operational management fees 1,701 5,025
IAB Expenses 149 154
Other expenses 1 4
Total expenses 4512 12,628

|Profit before tax 450,185 241,584
| Withholding taxes on investments 752 8,149
| Profit/loss for theperiod 450,937 249,733
l Other comprehe nsive income

|
|
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ESI and past and future transfers

from the Petroleum Fund

The white graph is from the Ministry of Finance 2014 Petroleum Fund Annual Report.
52000 13’0 Hamutuk added the yellow part to show planned withdrawals and ESI for
2015-2020, as described in the proposed budget for 2016.

1937

Figure 5 - Transfer to the State Budget in 2014
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Table 2.5.3.2.2: Petroleum Wealth and the Estimated Sustainable Income (ESI), $ millions

R 2014 4
2014
2013881 | ol 2015 2016 2017 2018
Estimatedivistainatic 787.0 632.3 638.7 625.8 610.8 604.9
Income (PWx3%)
Total Petroleum Wealth (PW) | 26,231.7 | 21,0763 | 21,291.0 | 20,860.7 | 20,358.4 | 20,1623
Opening PF Balance 10,776.7 | 14,0585 | 15369.0 | 163444 | 17,3720 | 18,4603
Net Present Value of Future | 15 455 | 70178 | 59220 | 45163| 29864 1,702.0
Revenues
2014 2015 >
BB1 Budget 2016 2017 2018 2019 » U o
Income ( ) 6323 6385 | 6324 | 6163| 6000 590.9
Total Petroleum Wealth (PW) 21,0763 | 21,2833 | 21,078.4 | 20,542.1 | 19,9983 | 19,696.0
Opening PF Balance 14,0585 | 16,567.2 | 17,5147 | 18,0238 | 18,4412 | 188712
Net Present Value of Future Revenues 7,017.8 47161 | 35637 | 25183 | 15581 8248
5 U
2014* 2015* <015 2017 2018 2019 2020 .
Budget
d i Income (PWx3%) | 632.3 638.5 544.8 534.5 519.8 4901 464.9
Total Petroleum Wealth (PW) 21,076.3 | 21,254.7 | 18,159.6 | 17,815.9 | 17,326.1 | 16,335.5 | 15,497.6
Opening PF Balance 14,058.5 | 16,538.6 | 16,605.2 | 16,914.9 | 16,732.8 | 16,052.8 | 15,308.4
Net Present Value of Future Revenues 7,017.8 | 47161 | 1,554.4 901.1 583.3 282.7 189.2
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But we don’t have very much oil.

TL
without
Sunrise

: 1,170
barrels barrels (1,150 without barrels

per person Sunrise)
How long
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Timor-Leste is going deeper into debt.

° Laws since 2009 paved the way for foreign loans.

In 2012, Timor-Leste signed contracts to borrow $107 million
from Japan and from the ADB.

In 2013, we signed for $90m more from ADB and World Bank.

In 2015, we signed for $12m more from the ADB.

During 2016-2020, TL hopes to borrow more than a billion
dollars. See the proposed infrastructure budget:

2016
$107m

2017
$348m

2018
$366m

2019
$160m

2020

$39m

But the 2015 State Budget had different numbers:

$194m  $135m

Borrowing in GSB 2016. Many
projects after 2018 are left out.

This table is from Book 6 of the proposed 2016
State Budget, showing loan-financed projects.
Many projects after 2018 are not included.

$160m

Despesas
O it
rgaments.| Estimativas

2015 Final
P Dezembro
P 2015

5000 | soo0

$50m

Orgament
©2016

3000

Orgament | Orgament
02018

© 2017

$000 |

$000

Orgament | Orgament

© 2019

§000_ |

© 2020

$000

Programa de Empréstimos

70000 | 28568

107,002

348,385 | 366,213

160451 |

3178

| Consirugao e Supervisio de Esrads Dii-Liquica (L)

9,500 | 2650

6,731

Construco e Supervisdo de Alinhamento de Estradas desde Cruzamenlo Tibar a
Rolunda Lafafic Quatro Vias (L)

2800

5,600

| Construgao & Supenvisao Esiradas Tibar-Gieno (L)

4312

3fe

| Construgdo e Supervisdo de Estradas Dill-Manahuto-Baucau (L)

3990

10.500

12,000

10.800

| Consirugao & Supenvisdo de Estradas Manetu-Netarbora (1)

8720

9,780

| Construcdo e Supesvisdo de Esiradas Alleu-Maubisse e Ainaro (L)

8,837

11406

14,219

| Construgao @ Supenvisso do drenagem de Di (Esgolo) (1)

5,000

31830

14,880

370

| Construgdo e Superviséo de Esfradas Afuio-Halubuiiko-Leteioho-Ermera-Gleno (L)

14,500

16,160

86 |

2,150

Consfrugdo e Supesviso do Aeroporio Intemnacional Nicolau Lobato [Pista + Termina
Fase )

98,840

1779

58740 |

14,880

| Consirugao  Supervisdo de Esiradas Baucau-Laulem

14,000

18,000

9,500

2,818

GnnslmcjoeSnperméodeEstra?mMauhﬁm-Mcunem-Mmh

4,966

3133

1.

14,880

16,580

8,840

2210

Construgdo e Supervisdo detalhadas relalivamente a Estradas e Pontes - Auto Esrada
Suai-Betano-Beaco (L)

84,000

109,200

7440

9,360

Concepeao de construgdo e Supervisdo para o Desenvoivimento de Infra-estruturas na
Costa Sul em Suai - Base de Fomedimentos (L)

53,550

50670

180

7,960
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Loans will have to be paid back.

(Not yet updated, based on 2015 budget)

Annual loan repayments (million USD)

State Budgets 2002-2016

2002-2014: Executed

The narrow bars show revenues from various sources.

State Revenues and Expenditures (including auton. agencies
2015: Enacted 2016: proposed

2,000
The yellow and red striped area is loans which must be

repaid in the future.

The blue part shows unspent money carried over from
1,500| the previous year to be spent this year.

The green part is non-oil revenue from taxes,fees
and autonomous agencies.

Not adjusted for inflation

1,000 Most financing is from the Petroleum Fund ——
(pink and purple), with the darker purple
showing the Estimated Sustainable

S
Income (ESI). |

500

Millions of US dollars.

o\t 7 T 72
2002 2003 2004 2005 2012 2013 204 2015

2016

Graph by La’o Hamutuk based on RDTL Ministry of Finance data and projections. October 2015

Borrowing

& Carry-over from prior year|

Domestic revenues

ﬂ Petroleum Fund spent
Est. Sustainable Income

Donor support

& Infrastructure Fund
W CFTL Capital Develop.

E Minor capital

[ Public transfers

Human Capital Fund
CFTL Goods & Services

 Salaries & Wages
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Spending on Public Transfers

[ Other institutional

[ Institutional capital

3 s
- [0 ZEESM Oecusse
g 4350 -
a Other personal benefits
8 5300
5 . .
[ Ex-office holders pensions
8 5250 | P
2 M Veterans' pensions .
c 5200 - k
=2
=

Exec

Executed through Oct 2015; budgeted 2015-2016

Exec

2010 2011 2012 2013 2014 Oct 2015 2015 2016
[ Other institutional $43.5 $30.8 $43.6 $52.5 $70.4 5$121.0 $88.7 $119.2 $84.1
Olinstitutional capital $25.6 $9.4 $5.1 s2.7 $33.4 543 $9.7 $18.6
[MZEESM Oecusse $20.5 $133.4 $133.4 5217.9
@ Other perscnal benefits  $36.6 $20.8 $61.9 $42.0 $45.1 $44.7 $52.5 $49.5 $49.7 $47.1
[ Ex-office holders pensions  $0.6 s0.8 S2.6 $2.1 §2.8 §3.9 533 $6.0
W Veterans' pensions $3.6 $16.6  $47.7 %443 $109.7 $73.4  $60.8

Exec Jan-

GSB

GSB

The 2016 Budget will neglect
farmers, students, and health care.

Allocation of the proposed 2016 State Budget (us $1,562 million)

Infrastructure
$697 million
16%

Executive

Other ports
& airports

$6
$19
P L1
Other

Infrastruct. |
@ $94 B

PDID/PNDS
$13

ADN
$29

Health
$66

Social
security

Water &
Sanitation

Benefits
$213

Other
social
protection

Development Security A Other

Agriculture
$30

ZEESM
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Other
Security
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(=
Graphic by La’s Hamutuk based on proposed 2016 RDTL General State Budget. November 2015
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Sectoral allocation of the 2016 budget
‘ Education

1Administrative

Other infrastructure
6%

Legislative (incl.

elections) Health

A%

. Ports & airports
Nat'l Devl. Executive 4%

Agency/PNDS Agriculture Economy 2%
2% 2% 3% 4%

Judiciary Social security
2% 3%

The 2016 budget increases infra-

structure and cuts everything else.

Appropriated spending in RDTL annual budgets
§1,000 [~ - ooooo
& Physical infrastructure O Administration

7 Health & Education B Public cash transfers
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GSB 2011 Rev.2012 G5B 2013 GSB 2014 Rev.2015 Prop. G5B 2016
$1.31b $1.81b $1.65b $1.50b $1.57b $1.56b
Graph by La'o Hamutuk based on Budget Books published by RDTL Ministry of Finance, November 2015
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Appropriations for “prioritized”
sectors in annual State Budgets.

Million USDollars

2009 OR 2010 2011 OR 2012 2013 2014 OR 2015 2016
Graph by La'o Hamutuk based on RDTL State Budgets from the Ministry of Finance. November 2015

Budgeted, executed and recurrent
spending

10 November 2015

$2,000
$1,800 | =——Budgeted expenditure
@
g $L600 |- 1otal executed spending
E,- $1,400 |-
w120 °°° Executed recurrent spending
|0
S 31,000 |-___ gst. Sustainable Income
g $800 |- from Petroleum Fund
S 600 |
B $800 | g T
$200 [ <4
$0
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Graph by La'o Hamutuk based on data in RDTL State Budgets, General State Accounts and Transp 'y Portal. Ni ber 2015
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Recent budget execution

Government executed spending during 2014 and 2015
Ml lion USD per rnonth
Z
$%0
Development Capital
$200  ------oemmem s
B Minor Capital
3 11 7
2 M Transfers
$100 | 2 Zm7anR <&
7 O Contingenc
Z 7 gency
50 7
3 I Ii I B Goods & Services
P tszzsszETssssmmummnogonononga BSEyEWgs
8352252378838 38 55325832538
Graph by La'o Hamutuk based on RDTL Ministry of Finance Transparency Portal. 5 November 2015

Tasi Mane petroleum infrastructure project

e In 2010, TL began the South Coast Petroleum Corridor.

¢ Total project costs could be $15 billion (more if Timor-Leste pays for
the refinery, pipeline or LNG plant).

jrasiMane}
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Suai Supply Base

® RDTL just signed a $719,212,000 contract
with Hyundai Engineering and Construction
to build the seawall and SSB.

¢ This amount is more than Timor-Leste has
spent on education since independence was
restored in 2002.

* The Audit Court has rejected the contract.

* There are other contracts for TMP in Suai,
totaling more than $50 million.

Allocations for Suai Supply Base and
Airport for the whole project cycle.

= $1,000 - - -

2 $900 1 M Total project appropriation

p Total contractual obligation

§ $800 7 $163 mill

— million to be borrowed

% $700 -

= $600 -

9  $500 -

8 %400 1

o 5300

o

5 $200 -

5 $100 -

$0 - |
2011 2012 (ret) 2013 2014 2015 (ret) 2016

. (proposed)
Final state budget for each year
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Suai Supply Base

COMISSAO NACIONAL DE APROVISIONAMENTO
|| MINISTERIO DO PLANEAMENTO E INVESTIMENTO ESTRATEGICO

Intent to Award

Tender Number Description Winning Contractor Contract Price

ICB/012/MPMR-2013 | Design and Construction of Suai | Hyundai Engineering & | USD: 719,212,000
Supply Base Construction Co., Ltd / Hyundai
Engineering Co., Ltd

(HDEC-HEC) consortium

The National Procurement Commission will respond to any protest in writing received at the Office of the National
Procurement Commission, Rua dos Direitos Humanes, Dili, Timor-Leste no later than five (5) working days from the
posting of this fender result.

Timor-Leste and Hyundai Engineering signed
this $719 million contract on 27 August 2015. It
is the largest contract in the nation’s history,
more than the total spent on education since
independence was restored in 2002.

7% N DAL G D% F,

icato do Rosario
tional Procurement Commission

ted; 12 June 2015 Hyundai is currently blacklisted by
the Korean government for collusion.

R eidalis SN

The Korean government has

blacklisted this company.
(3) KoREA JOONGANG DAILY
Agency bans 21 builders from business

with gﬂ\f't Apr 26,2014
The Public Procurement s -

S (Fhes . Collusion penalties

banned Korea's largest * Two-yaar bans

builder, Hyundai Engineering | Daelim Industrial, Daewoo E&C,
:Thdefub"u"dm F::‘mmr:;‘:ﬂ Doosan E&C, GS E&C, Hanyang Corp.,
govemnment contradts as " Hyundai Development Company,
punishment for collusion, Hyundai E&C, Kolon Global,
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Special Market Zone in Oecusse

i Y, c In‘l{ﬁlry) )

- Blourism
. \Attraction

- [Tourism* »
Auractigﬂ
j Mountain

* For 2016, ZEESM has $218 million with no accountability.
e What are Oecusse’s competitive advantages?
e Can ZEESM justify a $4 billion investment?

Who benefits: residents of Oecusse or political ex-opposition?

Overbuilding ports and airports

Forecast Passenger Composition Base Case

¢ IFC is encouraging
Timor-Leste to build
a port and airport far
beyond realistic
traffic expectations.

e How will the country

pay for a $6 billion
annual trade deficit
after the oil is gone?
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If current plans continue, TL will be unable

to finance its budget in ten years.

$20,000
0il price: Brent Avg. Low&Reference (AE02015). Bayu-U prod. per GSB2015. Nominal dollars-of-the-day
Sunrise plan approved in 2019 with floating LNG. Sunrise has 5.1tcf gas and TL gets 50% of it.
$18,000 - Natural gasis worth 33% as much asoil. RESULTS: Peak Petroleum Fund
balance of $17 billion in 2016.
Petroleum Fund i s return 4.0%/yr I. During 2014 thefund earned 3.3%/yr.
$16,000 - B
Domestic revenuesincréase 12.5%/yr now and 14.0%/yr after 2030. AUSter“—'\! starts in 2025:
During 2010-2014, these revenues [without EDTL or taxes from the state)increased 15%/yr. cutting 89% from p|anned
EDTL recovers 20% of fuel costfrom users. It recovered 20% in 2014. .
$14,000 h ; outlays in 2026-2029.
Expenditures 2015 per 2015 GSB, then calculated from LH model. Spending goes up 17.0%//yr
2‘1)9\:/3:‘1 14.0%/yr after 2030. In 2012-2014, recurrent spending (excl. EDTL fuel) went up « .+« Petroleum Fund balance
$12,000 Annual mai ts 8% of i lled capital.
Includes Suai Supply Base & airport ($900m), ZEESM ($1000m), Dili airport (§300m) and Tibar === Petrol. revenue + Petrol.
port ($150m). Fund return
$10,000 Includes $456m in contracted and budgeted loans. =——5pending (excl.debt serv.)
== == Domestic revenues
$8,000
—— Outstanding debt
$6,000
$4,000
-
$2,000 .
\/ P
‘L-ﬁz‘-_-
S0 | = - - T -——
= 2 3 d 81N EYu8en g a8 @8N EeRneags RN nea e
S 3 = = & N N NN NN N NN @ m M m o m o momom oM m
S 2 o5 o o 9 © © © 9 © © 9 © 9 © 9 o o 9 o o 9 o 90 9 9 o o o o o o
&§ 8 R RN SSASSFSSFAAESSRIRERNAEAFNRSS SIS R F

Don’t forget the next generation.
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Import Dependency

Timor-Leste Balance of Non-oil Trade

Power plant imports
m Other imports

~ mNon-oil exports

2007 2008 2009 2010 2011 2012 2013 2014

Million US dollars per year
s T e T #
= N W o ]
[=] (= [=] =] [=]
=} =} o S o

Ere
-]

The graph shows legal goods trade only. About 89% of donor
spending and more than 70% of state spending leaves the country.

What do 660,000 working-age

Timorese do for work?

Unemployed,
unpaid household,
informal, retired or

not seeking work

Subsistence farmers &
fisherpeople
27%

Employed by TL gov't
(incl. $3/day labourers)
_10%

Petroleum sector

_0.1%

Private sector {incl.
__—Bov't contractors)
9%

Int'l agencies; local and
int'l NGOs
0.7%

_ Self-employed {market,
taxi, kiosk, etc.)
Students 9%

1.5%

- --—Work or study outside TL
0.9%
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More than 34 of GDP is from oil.

86,000 - -~ <
85,000 | - <

84,000 |- — - -

O Oil sector
83,000 [------------ oo

B Non-oil sector

$2,000 +-----------

Tl N IIII
Linnnnii |

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

The non-oil, non-state GDP per capita

Is stagnant.

Construction

1,000 -+ . .
Public admin.

$500 | OOther

O Real Estate
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Businesses don't invest in themselves.

How businesses spent the money they received in 2013
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Thank you.

You will find more and updated information at

e La’o Hamutuk’s website
http://www.laohamutuk.or

* La’o Hamutuk’s blog
http://laohamutuk.blogspot.com

Timor-Leste Institute for Development Monitoring and Analysis
Rua Martires do Patria, Bebora, Dili, Timor-Leste
Mailing address: P.O. Box 340, Dili, Timor-Leste
Telephone: +670 77234330 (mobile) +670 3321040 (landline)
Email: info@laohamutuk.org
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