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The Petroleum Fund of Timor-Leste was established under the provisions of the Petroleum 
Fund Law no 9/2005 which was promulgated on 3 August 2005. The first investments of the 
Petroleum Fund started on 9 September 2005. The Banking and Payments Authority of 
Timor-Leste (BPA) is responsible for the operational management of the Fund, in accordance 
with a Management Agreement between the Ministry of Finance and the BPA dated 12 
October 2005 and partially modified by agreement dated 10 January 2007 and 27 July 2007. 
 
Taxes and other petroleum revenue totaling 2,284.2 million US dollars were paid to the 
Petroleum Fund during the Financial Year 2008. 895.8 million US dollars of the total amount 
were according to Article 6.1 (a) and 1,388.4 million US dollars according to Article 6.1 (b) 
in the Petroleum Fund Law. The total petroleum revenue paid since the inception of the Fund 
is 4,338.8 million US dollars, including transfers of 79.6 million US dollars from the Timor 
Gap Account and 125 million US dollars from the Consolidated Fund of Timor-Leste 
(CFET).  
 
In accordance with the Management Agreement the Fund is invested in debt instruments 
issued by the Government of the United States. The investments shall track the 0-5 year 
government bond index (Merrill Lynch). The mandate of BPA is to keep the duration of the 
portfolio within a range of +/- 0.2 year of this benchmark portfolio. 
 
The return on investments during the Financial Year 2008 was 223.7 million US dollars. In 
accordance with the Operational Management Agreement, a management fee to BPA of 1.1 
million US dollars has been withdrawn from the Petroleum Fund. Thus, the net income for the 
period is 222.6 million US dollars, totaling 369.7 million US dollars since the inception of the 
Petroleum Fund. The profit for the Financial Year 2008 is affected by a further decline in the 
yield of the US Government bonds during the period, increasing the price of the bonds and 
hence the market value of the portfolio. 
 
The Government has withdrawn a total amount of 396.0 million US dollars to the CFET 
during the transition period, which is in accordance with the certified Estimated Sustainable 



Income for the same period. Figure 1 shows the payments to and transfers from the Petroleum 
Fund during the Financial Year 2008. 
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Figure 1
Payments to and transfers from the Petroleum Fund 

Fiscal Year 2008

Revenue Receipts Withdrawals to CFET Account

 
 
The market value of the Petroleum Fund as of 31 December 2008 was 4,197.0 million US 
dollars. This is an increase of 2,110.8 million US dollars during the year. Figure 2 shows the 
market value of the Petroleum Fund quarter by quarter since inception of the Fund in 
September 2005. 
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Figure 2 
Market value of the Petroleum Fund

 
 

The BPA has managed its investment mandate in accordance with the Management 
Agreement. The yield on the portfolio in the period is 6.9 per cent and it has generally been in 
line with the yield on the benchmark portfolio (there is a difference in favor of the portfolio of 



0.06 percentage points). The average yield to maturity of the investments made through the 
Financial Year 2008 has been estimated at 2.0 per cent.  
 
During 2008 inflation in the USA was 3.0 per cent. The real return on the investments, based 
on the yield on the portfolio and the yield to maturity, is 3.9% and -1.0% respectively.  
 
The Investment Advisory Board (IAB) of the Petroleum Fund had five meetings during 2008. 
The minutes from the meetings are available on www.bancocentral.tl. The Investment 
Advisory Board has provided two recommendations in accordance with the requirements of 
Article 16 in the Petroleum Fund Law:  
 
1) Investment guidelines and outsourced amount – Bank for International Settlements 
In August 2008 the Investment Advisory Board (IAB) recommended that the Minister: 

  invest one billion US dollars in a fixed income mandate benchmarked by a composite 
index based on instruments meeting the requirements of Articles 14 and 15 of the 
Petroleum Fund Law, including investments in bonds denominated in YEN, AUD, 
EURO and GBP; 

  request the BPA to outsource the management of the mandate to the Bank for 
International Settlements (BIS); and 

 amend the Management Agreement between the Ministry of Finance and the BPA to 
reflect these arrangements. 

 
Based on the IAB’s recommendation, the Minister requested the BPA to enter into contract 
negotiations with the BIS. In January 2009 the BPA submitted a recommendation to the 
Minister to appoint the BIS and the Minister, on advice from the IAB, approved the 
appointment in April 2009. The management of an amount of one billion US dollars was 
transferred to the BIS in June 2009. 
 
2) Further diversification of the Petroleum Fund portfolio 
In December 2008 the Investment Advisory Board recommended that the Fund be further 
diversified, and that the Minister: 

 invest 3-5% of the Fund (approximately $200 million based on the PF value at that 
date) in a global equity mandate benchmarked by MSCI World Free Index (developed 
countries);  

 invest 12-18% of the Fund (approximately $600 million) in a fixed income mandate 
benchmarked by a composite index based on eligible instruments in Article 15 of the 
Petroleum Fund Law;  

 implement a passive (indexed and enhanced index) management approach by adopting 
a tracking error of 100 basis points for the equity mandate and 50 basis points for the 
fixed income mandate; and 

 request the BPA to outsource the management of these mandates to external 
commercial managers.  

 
The Minister has requested the BPA to implement the mandates in accordance with the IAB’s 
recommendations.  The process of selecting external managers is in progress.   
 
Deloitte Touche Tohmatsu has been appointed Independent Auditor of the Petroleum Fund 
for 2008. Deloitte Touche Tohmatsu has produced two separate reports in accordance with 
Article 35 of the Petroleum Fund Law and Guidelines for Extractive Industries Transparency 
Initiative (EITI). These reports are available in this report as Annex IX and X.  



 
The Petroleum Fund 2008 Report is also available at www.mof.gov.tl and 
www.bancocentral.tl. 
 
 
Signed on 31 August 2009 
 
 
 
Emilia Pires  
Minister of Finance 
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V Comparison of income derived from the investment of Petroleum Fund assets with the 

benchmark performance index 
VI Comparison of Estimated Sustainable Income with the sum of transfers from the 

Petroleum Fund 
VII Statement on borrowings  
VIII A list of persons holding positions relevant for the operations and performance of the 

Petroleum Fund 
IX Article 35 report on Petroleum Fund Receipts from Deloitte Touche Tohmatsu  
X EITI report from Deloitte Touche Tohmatsu 
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ANNEX   III 

Statement of comparison of income with last three years
 

(As per Article 24.1 (d) of Petroleum Fund Law No. 9/2005) 
 
 
  
Fiscal Year 2005-06 was the first year of operation of the Petroleum Fund. Please refer to the 
Income Statement of the Financial Statements for details. 
 

(US dollars) 
 

FY 2008 Jul-Dec 2007 FY 2006-07 FY 2005-06 

222,608,815 91,843,726 48,292,979 7,048,296 

 
 
 



ANNEX  IV 

Statement of comparison of nominal income on the
investment of Petroleum Fund assets with the real returns

after adjusting for inflation
 

(As per Article 24.1 (e) of Petroleum Fund Law No. 9/2005) 
 
 
  
 
The yield on the portfolio in the period is 6.9 per cent. The average yield to maturity of the 
investments made through the Financial Year 2008 has been estimated at 2.0 per cent.  
 
During 2008 inflation in the USA was 3.0 per cent. The real return on the investments, based 
on the yield on the portfolio and the yield to maturity, is 3.9% and -1.0% respectively.  
 
 
 
 
 
 



ANNEX  V 

Statement of comparison of income on the investment of
Petroleum Fund assets with the benchmark performance

indices
 

(As per Article 24.1 (f) of Petroleum Fund Law No. 9/2005) 
 

Statement of comparison of income on the investment of Petroleum Fund assets with the 
benchmark performance indices is given below: 

 
 

Periode Portfolio Benchmark Excess return Cumulative Portfolio Cumulative 
Benchmark

Cumulative 
Excess Return

Jan-08 1.74% 1.74% -0.01% 14.197% 14.203% -0 005%
Feb-08 0.97% 0.98% 0 00% 15.310% 15.317% -0 006%
Mar-08 0.25% 0.29% -0.04% 15.599% 15.654% -0 047%
Apr-08 -0.83% -0.84% 0 01% 14.640% 14.680% -0 035%
May-08 -0.46% -0.48% 0 03% 14.117% 14.126% -0 007%
Jun-08 0.29% 0.31% -0.02% 14.444% 14.478% -0 029%
Jul-08 0.46% 0.44% 0 02% 14 97% 14 98% -0 01%
Aug-08 0.53% 0.53% 0 01% 15 58% 15 59% 0 00%
Sep-08 0.67% 0.73% -0.06% 16 36% 16.43% -0 06%
Oct-08 1.00% 1.00% 0 00% 17 53% 17 60% -0 06%
Nov-08 1.56% 1.59% -0.03% 19 36% 19.47% -0 09%
Dec-08 0.70% 0.73% -0.04% 20 20% 20 34% -0.12%
YTD Performance 6.89% 7.02% -0.12%

Petroleum Fund of Timor-Leste
Year to Date (YTD) Performance

January-December 2008 



ANNEX  VI 

Statement of comparison of Estimated Sustainable Income for
the Fiscal Year with the sum of transfers from the Petroleum

Fund for the year

(As per Article 24.1 (g) of Petroleum Fund Law No. 9/2005) 
 
 
  
The total withdrawal from the Petroleum Fund for the Financial Year 2008 has been 
396,000,000 US dollars, which is identical to the Estimated Sustainable Income for the same 
period.  
 
Please refer to Statement of changes in capital and note 6 of the Financial Statements for 
further details. 
 
 
 

 
 





ANNEX  VIII 

List of persons holding relevant positions for the operation
and performance of the Petroleum Fund

(As per Article 24.1 (i) of Petroleum Fund Law No. 9/2005) 
  
The list of persons holding relevant positions for the operation and performance of the 
Petroleum Fund is given below: 
  

(i) The Minister of Finance 
  
 Mrs. Emilia Pires  
 
(ii) The Director of Treasury 
                   
 Mr. Manuel Monteiro   
 
(iii) The members of the Investment Advisory Board 
 

 

 
 
 
(iv) The External Investment Managers 

 
Not appointed 

Name  Position 
 

Mr. Abraão Fernandes de Vasconselos General Manager of the Banking & 
Payments Authority of Timor-Leste 

 
Mr. Cristino Gusmao (- 19 Sept 2008) 
 
 
Mr. Kevin Bailey (19 Sep 2008 -) 
 

 
Coordinator of the Macro Economic & 
Tax Policy Unit, Ministry of Finance 
 
Managing Director of The Money 
Managers Ltd, Australia 
 

 
Mr.  Vidar Ovesen ( - 29 January 2008) 
 
 
Mr. Olgario de Castro (29 January 2008 -) 
 

 
Fiscal Policy and Petroleum Fund 
Adviser, Ministry of Finance 
 
Special Adviser on Investments, Ministry 
of Finance 
 

Mr. Manuel Monteiro Director of the National Directorate of 
Treasury  

Mr. Torres Trovik Adviser of the Petroleum Fund 



 
(v) The Administrator of the Central Bank 
 

Mr. Abraão Fernandes de Vasconselos 
General Manager of the Banking & Payments Authority of Timor-Leste 

 
(vi) The Consultative Council was formally constituted 6 November 2006. For the 

Financial Year 2008 the members of the Consultative Council were: 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Mr. Alfredo Pires’ position in the Consultative Council is currently vacant as he is 
the Secretary of State of National Resources. The Former Prime Minister, Mr. 
Mari Alkatiri and the Former Minister of Planning and Finance, Mrs. Maria 
Madalena Brites Boavida have asked for suspension as they currently are members 
of the National Parliament. 

 

Name  Representation Position 
 

Mr. Francisco M. de Vasconselos  Religious 
Organizations  

Coordinator  

Mr. Tomas Freitas Civil Society Vice 
Coordinator  

Mr. Aurelio Guterres Substitution of the 
Former President of the 
National Parliament 

Member 

Mr. Oscar Lima Private Business Sector Member 
Mrs. Maria de Fatima X. Dias Civil Society Member  
Mr. Nuno Rodrigues National Parliament Member 
Mr. Antero Benedito da Silva National Parliament Member 














