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Petroleum Dependency

$4,309 million (78%)
$1,246 million (22%)
$ 247 million (4%)

$2,530 million
$2,290 million (91%) will be from oil (incl. $916m investment return)
$ 170 million ( 7%) will be from non-petroleum sources
$ 70 million ( 3%) will be from borrowed from international lenders

$1,570 million
$1,328 million (85%) will come from the Petroleum Fund in 2015.

$ 72 million (4%) 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 non-oil goods trade (2014): $526m imports
$ 14m exports (95% coffee)

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.
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Revenues have been fall

Timor-Leste'

s Petroleum Receipts 2010-2014
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Production began to drop after 2012.

Millions of Barrels of Oil Equivalent

But we don’t have very much oil.

TL without
Sunrise

700 barrels| 230 barrels

Known oil and gas
reserves per
person

1,140 barrels+

How long reserves
will last at 2012
production rates

64 years+

Production and TL's share of royalties from the JPDA

Sayu Undan s ropaities (right walke)

10 B Sayu- Undan Bepabds ropathes fright)

witan lguid royalty (right)
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Oil income will continue to decline.

Figure 2.6.3.2.1: Timor-Leste Petroleum Revenues and ESI 2002-2025 ($m)
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Timor-Leste has already received 70% of the revenues from
Bayu-Undan and Kitan, and they could end in six years.

What is the ‘natural’ price of oil?

Brent crude oil price (USD/Barrel)
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The rising dollar reduces the cost of

imports.

Rupiah equivalent to one USD
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The rising dollar lowers the value of

investments in other currencies.
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Timor-Leste’s Petroleum Revenue Streams
Totals for 2012, Millions of LS, dollars, estimates in talics

Purchasers of oil and gas
fram Bayu-Undan and Kitan

more thon sJ.le
-

Bayu-Undan and Kitan joint ventures

Company $1,272| n:;’;;;':ﬂ L_ Australia taxes
operating TL taes| g . $141
r——— e et ettt
costs & profit ) National Petroleum Authority
—— 4 (Musstralis-TL joint agency)
|| TL share 90% |_Australia share
F Investment Income 5401 $1,957 5217
=5 P
Timor-Leste Petroleum Fund
End-0f-2012 balance 511,775 million
Autonomous agencies $19 i‘$665 E<t, Sustainable SB30 transterrod
Domestic revenues $118 Y ncome transferred above ESI
A AES -~
Timor-Leste State Budget
$1,195 million spent during 2012
Donor-funded projects ?:?u’m__” ! 33:::- ( S671_
| J carriod over 10 2013
e . SN ..ot Lok ot
] State operations & services

|
| Infrastructure, education, administration, veterans, health, socis
| xusance, deveiopment, police, agricutture, FFOTL, cournts, etc.
|

Oil is running out quickly!

Table 2.5.3.2.2: Petroleum Wealth and the Estimated Sustainable Income (ESI), $ millions 2014 State

2013881 | S04 2015 2016 2017 Il Budget
EAORAAC MRl 787.0 N‘:z..s 638.7 6258 610.8 604.9 (2/14)
I (PVa3%) 1
Total Patroloum Woakth (PW) | 26,2317 | 21,0763 | 212910 20,8607 | 20,3584 | 20,1623
Qoening PF Balarce 10,.776.7 140585 153650 163844 17,3720 18,4603

reat Prasent.Vaiue ot cturs | 15,455.0 | 70178 | 59220 I 45163 ’ 2,585 4 1,702.0 |

Rovenues
o

Net Present Value of Future Aevenoes

These predictions were made before the price of oil

dropped.
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Oil prices crashed after the 2015

budget was prepared in mid-2014

USS per barrel, 2014

250 — -
— Brent Historical - AEQ 2014 Forecast Low Case
200 AEQ Forecast 2014 Reference Case ——AEO 2014 Forecast High Case
Prices to ESI 2015 - = Price for ESI 2014
Prices to ESI 2013
150
|
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- Mg g
100 ! f| :\\‘\ _-—”-—-
) T -
A/ | Y i
IV O‘ [ \ ’
50 U' La'o Hamutuk added the red line to show the oil
/(H“ "4,,/ I price history after TL prepared its 2015 budget in
/ vV mid-2014. The average price in January 2015 was

below 548/barrel, half what EIA projected in 4/14
0

1999 2002 2005 2008 2011 2014 2017 2020 2023 2026 2029 2032 2035

Oil prices fell from $108 to $48 per

barrel, impacting the state budget:

Petroleum revenues will fall — losing more than $2 billion.

The quantity of oil and gas reserves which can be profitably
exploited will be smaller at lower prices.

Companies are less motivated to invest in new projects — Sunrise,

Kuda Tasi, etc. — because profits are uncertain and they have less
money.

The value of Petroleum Fund investments in other currencies
drops — TL lost $426m in 2014 from currency exchange losses.

Buying fuel is cheaper — the state can reduce costs by $58m.
Importing goods is cheaper — the state can save $52m more.
stimated Sustainable Income (ESI) drops from $638m to $500m.

LH suggests reducing the 2015 state budget from $1.57b to $1.14b.
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Appropriated and executed spending

2005 2006 2007 2008 2009 2010 2011 2012

State Budgets 2002-2015

2013 2014 2015

State Revenues and Expenditures (including auton. agencies)

2002-2014: Executed 2015: Enacted
2 Borrowing
@ Carry-over from prior year

§ 2000 The narrow bars show revenues from various sources. IS Dosmastic rovenses
s The yellow and red striped area is loans which must be U Petroieum Fund spemt
< ropaid in the future. l Est. Sustainable Income
8 h . ey carried f -
3 Donor support
2 non-oll revenue from taxes fees

. % Infrastructure Fund ’
g ONOMOUS agencies
i 1000 past financing is from the Petrolowm Fund 3 CFTL Capital Devalop 5
§ (pink and purple), with the darker purple 5 # Minor capital
= S g the Estimate talnable i
- showing { 1._ Estimated Sustalnable i @ Public transfers
2 Income (ESI) -
3 s00 o
¢ = S ]T @ Human Capital Fund ‘
i Y g Y 3 CFTL Goods & Services

o i o ol limd il | Salaries & Wages

. 2002 z':m 2004 2005 2006 2007 2008 009 010 013 202 2018 J014 2018

Graph by La‘o Hamutuk based on RDTL Mindstry of Fimance data and pvojections. Fedvuavy 2015
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The cash balance is used up —

expenditures from now on will come
from the Petroleum Fund.

Gov't Balance in Treasury Account with BCTL

S 3 Petroleum Fund transfer during month
$800
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= Minus Monthly state spending (from
Transparency Portal)

9600w Government deposits in Treasury

gsm (balance sheet)
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Graph by La’o Hi k based on from Centraf Bank and Transparency Portal. 3 February 2015

Revenues in the 2015 State Budget.

Beyond ESI
from
Petroleum
Fund
44%

User fees &
.Aut.agencies
4 3%

- Borrowing
4%

Carryover in
Special Funds
0.1%

Total: $1,570 million.
88% comes from oil and gas wealth.
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The 2015 Budget will neglect
farmers, students, and health care.

Allocation of the enacted 2015 State Budget (us $1,570 million)

PDID & PNDS
$20

520,000

$18,000

516,000

$14,000

$12,000

$10,000
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Tasi Mane | Executive duc; M Housing

$52 iQSS] 6y 1 48

Other ports | Legislative
B alrports 527
544

Judicial
'555.

Water & Other

Sanitation
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$62

Ot price; Brant Avg. Low&Reference (A102014), Bayu-U prod. per GSN201S,
Sunvive plan spproved in 2000 with #gating LNG. Sunrise has 3 Itef gat and TL gets 30% of it
Natural gas ls werth 35% s much as oil

Petroleum Fand inveateners retum 4.5% yr neminsl  During 2012-14 the fund carced 4 5%/yr.

Dommetic revenuns incrases 13.0% /vy now and 14.0%/yr wfter 2030,
During 2011-2014, thetk revenues (without EDTL or taxes from the state) increased 13%/ye,
EOTL emcorvmrs 25% of Fusl cost from users. it recovered 15% in 201213,

Expenditeres 2018 por OGE 2015, than calculated from LN madel Spending poe: up 16.0%/yr now and
10.0%/ gr efter 2030. [h 2001-2014, recurrent spanding jeeel EDTL fpal] went up ZEN/yr.
Annual maintenance-caats BN of nstaled capital

Includes 550m for the Tasi Mane projact, $150m for DIk arport and Tibar port.
Includes $527m i contracted and budgeted loan.

Assumptions in GSB 2015, without megaprojects

Social Other
Infrastruct Health security social

$15 !
‘ oL 574 $36  protection | Oecussi | oty

o .

t Security  Other
$8¢ 24
6% 2%

Economy F-FDTL | Contin
$47 $33 gency

. £19
‘0 e®

PNTL
Agriculture| 547 Other
$38 45

K BK
b
ZEESM Other

$33 49

2025 ROTL Genernl State Suspet. Pedroery X115

Nominal dollars-of-the-day

RESULTS: Peak Petroleum Fund
balance of $19 billion in 2018.

Austerity starts in 2027, cutting
43% from planned outiays in
2028.2031

« » » » Patroleum Fund balance

Petrol. revenue + Petrol,
Fund return
====Total expenditures

= = Domestic revenues
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420,000
Ofl price: Estimate Feb.2015. Bayu-U pred. per GSB201S. Nominal dollun»ol—the-dny
1,000 Sunrive plan appeoved s 2020 with flosting LNG. Susrise hus 5. 10ef gos sond TL gets SO% of It
$1 Natursd gas s warth 33% e much 25 ol RESULTS: Peak ml.um Fund
Petralaum Fund investmants rptuen 43%/yr cominal  During 2013-14 the fund samed 4 3%/yv bal of Sl‘ bilkion In ”m'
$16,000 .
Domastic revenues Increase 13.0%/yv now and 34,0%/yr atter 2030, Austerity starts In 2026, cutting
During 2011-2014, thesh revwnuss [without EDTL or taxes from the state) incressed 139 /yr,
$14.000 LOTL recovers 29% of fuel cost from usars, it recovered 18 in 2012-13 gg';‘"';;:nphm*d outiaysin
Expandituras 2015 pas OGE 2013, then calculsted from L madel. Spending goes up 16.0%/yr naw snd A
10.0%Jyr after 2030. fn 2911-2014, recurrent spending fexc. EOTL fuel) went up 21%/yr. «« s« Petroleum Fund balance
Anmaal mai casts B% of installed caphal
$12.000 :
Includes 550m forthe Tasi Mane project, $150m for D airport and Tibae port. s Petrol. revenue + Petrol.
Includes $527m In contracted and budgeted losns. Fund return
$10.000 ) ) . 3 ===Total expenditures
Updated with new oil price reality, Feb. 2015
48000 = = Domestic revenues
$6,000 y -+
54000
S$2.000
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Management of spending is still weak

Government executed spending during 2014
Million USD per month
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250 oo & Development
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Capital
8200 - e Minor Capital
$150 M Transfers
O Contingency
$000
H Goods &
$50 e Services
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Graph by La'o Hamutuk based on RDTL Ministry of Finance Transparency Portal. 5 February 2015
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Import dependency

Timor-Leste Balance of Non-oil Trade

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

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://lachamutuk.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@lachamutuk.org
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