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Dear Mr, Pires.

With reference to the Final report handed over to the Imbassy during the annual meeting 23
March, | have the pleasure to inform you that the report is approved: including the annual
report 2008, with the following comments:

- The report gives a good overview and provides a lot of useful information: specially
from an historic point of view,

- Ref. p.5 first section: The project has been funded [rom the Norwegian Ministry of
Foreign Affairs: not from the Oil for Development programme, Norad.

- In general the report is too descriptive; according to the Agreement the [inal report
shall “give a summary of outputs and activities undertaken. achievements compared to
Goal and Objective and an assessment of the efficiency of the Project”, An asscssment
from the GOTL would have been useful.

- Point 9.7 “Problems encountered” raises very important issues to be followed up in
the ongoing phase of the programme.

The comments are made with usetul inputs from Norad.
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1. Introduction

This is the final report fothe projectfiAssistance in developing the management of the
petroleum sector in Timot_este.

This is annstitutional cooperation programme between the Norwegian Petroleum Directorate
andThe Ministry of Natural Resources, Mirals and Energy Poliag Timor-Leste, funded

by the Oil for Development programme from the Norwegian Agency for Development
Cooperation (NORAD).

This final report is required according teetCountry Agreemenfppendixl), Article VII,
Section 5iEastTimor shall submit to Norway a final report within 6 months after the
completion of the Project. The report shall give a summary of outputs and activities
undertaken, achiements compared to Goal and Objective and an assessmkat of t
efficiency of the Projeab.

This reportsummarizes the planning of tReoject, the ativities and outputsshows how

project funds have been spamid discusses the results of the projgds. hoped that it also
functions as a history book for anportant factor in the early development of Tirloe st e 6 s
petroleum sector and for this long and high profiled Norwegian Development project.

For the period 2002006, the Implementing institution in Timaeste wasrhe Ministry of
Natural Resources, Minals and Energy Policyrrom 2007 anébr the rest of the project
period, the implementing institution was changeth&Secretariat of State for Natural
Resources.

The main tasks for the cooperation project were:

e Training on petroleum tax, accounting drakic finance topics for staff in the
Petroleum Tax Division, MOPF

e Analyze and give advice on possible tax effects and revenue effects regarding PSA
agreements, gas pipeline and the implementation of new consolidated tax law

e Help establish regular meegjs with DNPG/TSDA and MOF to discuss current issues
and improve flow of information between the different Tirheste petroleum
authorities.

e Conduct and give advice on tax audits and desk audits

« Identify and give advice on current petroleum tax issues

o Dedgned spreadsheets to facilitate overall monitoring of petroleum tax payments.

o New tax return form designed for petroleum producers in order to improve ability to
monitor overall validity of tax liability and be able to make priorities on further
investigations.

e Information to taxpayers

« Design and give advice on long term plan to establish a professional petroleum tax
authority and address necessary key resource assumptions
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2. Summary of results and recommendations

The Project has contributed to the depenent of the public administration of the Timor

Leste petroleum sector. Its activities have been anchored in the-Lesta Government and

the Project has worked with and involved a large number of Fireste civil servants and
public units. It has fagssed on building capacity within the public administration and at the
same time enabled the administration to handle an already ongoing petroleum activity. The
Project has made it possible for Tirlagste to carry out a bidding round for offshore

exploraton acreage, only few years after restoration of independence and in a manner that has

achieved international recognition for its professionalism and transparent process. The Project
hascontributed to the development of a sustainable management of tble @t revenue

through professional management of the petroleum revenue and the petroleum fund. It has
initiated and carried out significant education and training initiatives. The Project has
established the basis for a petroleum data management syatesilthe both efficient and

of high international standard.

Timor-Leste is a nation with significant challenges in terms of national competence and
petroleum sector experience. The Project has thus not met all its objectives in terms of
successfulknoddge transfer. I n sever al i nstances
experts rather than advisers in order for the activities to be handled within the necessary time
frames and in order to help meet Tinlaste political and operational objectives.

It is recommended that the cooperation between Norway and -Lieste for the

development of the Timelteste petroleum sector is continued. This is already taking place
through a new project. It is recommended that more emphasis should be put on edugation an
knowledge transfer and that a realistic process for the withdrawal of the Norwegian advisers
should be erected.

10
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3. Goals and objectives

Theinitial goals, objective and indicators were stated in the Country AgreeAwmeridix1).

The Goal of the Prop is to assist in developing the management of the petroleum sector in
Timor-Leste, such that the public sector petroleum administration in Fireste will be

capable of managing the upstream petroleum activity without significant use of foreign
advisors

The Objective of the Projers to provide institutional cooperation between the NPD and the

MDE and associated institutions in Tirabeste performing petroleum sector management
functions for a period of six years at an estimated cost of NOKilB6n (ca 4.2 mill USD),

such that the Norwegian experience of developing a public sector petroleum administration

can benefitTimeL est e, and such that NPDO6s technical
international expertise can be utilised in devahgpa wellfunctioning petroleum

administration in TimoiLeste

The objectivemodifiedslightly as part of the expansion of the project in 2006

The Objective of the Project is to provide institutional cooperation between the NPD and the
Ministry and aseciated institutions in TimekLeste performing petroleum sector management
functions for a period of six years at an estimated cost of NOK 44.5 million (ca 6.9 mill USD),
such that the Norwegian experience of developing a public sector petroleum adtndmistra

can benefitTimeL est e, and such that NPD&6s technical
international expertise can be utilised in developing a-fuelttioning petroleum

administration in TimoiLeste.

Spee >
?\;_,'_ __*rl
Vila, Atauro

Figure 1. The future o Timor-Leste. Children playing in
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3.1lIndicators
The following indicators were defined at the outset of the Project:

Quantitative indicators include

At least 3 additional TimeLeste staff in the public sector petroleum administration
should have a Master degree, quiwalent, in a petroleum related topic

At least 6 TimotLeste nationals should have a Bachelor degree, or equivalent, in a
petroleum related topic.

All Timor-Leste staff in the public sector petroleum administration should have taken
part in workshops ancburses within petroleum related topics.

At least 50 Timor Leste staff in the public sector petroleum administration and related
sectors should have gone through at least one technical English course

At least one lease sale/licensing round/establishnfenP&C should have been

carried out without significant help from external advisers

Qualitative indicators include

Well functioning administration with clear responsibilities and positive reputation in
the TimorLeste government

International acknowledgeent for a fitfor-purpose legal and contractual framework
for the petroleum industry

Well functioning management and fiscal system for petroleum revenues

Reliable, comprehensive and available petroleum data archive for use in promotion
and for administri@ve purposes

3.2Planned outputs
The following outputs were formulated at the outset of the Project:

4.

Project management and coordination with other donors

Analysis of education needs and training capacity within the relevant -Lieste
administration

Implementation of education and training programmes

Technical assistance by NPD within its fields of competence

Consultancy support in relevant topics

Workshops in relevant areas

Assistance in petroleum data management

Computer equipment, necessary softwareahdr data handling equipment.

Input

The initial grant fromNorwaywas NOK 30 million for the period 2062008. An additional
grant of NOK 14.5 million was agreed in 2006, adding up to a total grant of NOK 44.5
million for the period 200:2008.

NPD shold provideproject assistance and management, coordination with other donors and
technical advice within its field of competence

The Timorese cooperating institution should provide project management and make available
personnel within the public adminiation to be trained and to take part in the activities of the
Project. It should furtherassist NPD and other external personnel taking part in activities in
Timor-Leste in providing office facilities and the necessary office services.

12
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5. Organisation of the Project

The Project was organised with the aim of enabling sufficient efficiency, quality, control and
Timorese ownership at the same time. This is a challenging aim in a situation with many
uncertaintiesand flexibility in the organisation of tHéroject has proved to be very

important.

5.1 The structure

For further explanations of the various abbreviations, pleagbedist on page 4 of this
report

511 The Annual Meeting

The AnnualMeeting between the implementing organisation and the Embassy itaJa&ar
thePr oj ect 6 s hi gliscassdd arspprovedtiheireports padt activities and it
approved budgets and work programs. Any significant changes in planned expenditures or
activities should be approved by the annual meeting. The meeimgonducted annually in
January/Februaryn Dili, from 2003 through to 2008. The minutes of the Annual Meetings
are shown irAppendicest.41 4.4

5.1.2 Steering Committee

A Steering Committe€SC)wasestablished for the overall management of the Projeet. Th
SC consistdof two members, one fromimor-Leste andne fromNorway. The
representative fromimor-Lesteheacdthe SC.
- The representative frofimor-Leste should be the relevavitnister or his designate
- The representative froldorwayshouldbe theNPD Director responsible for
international cooperation projects

The SCshouldmeet semannually in order to
- Assess the progress and results of the cooperation
- Discuss and agree on corrective actions if needed
- Agree onwork plans andbudgets for the folwing calendar year
- Agree on international travel
- Agree on disbursements for handling of local expenses etc.
- Prepare reports for the Annual Meeting

5.1.3 Project Management Committee

A Project Management Committee (PM&asestablished for the implementatiohthe
Project.The purpose of the PMC was to enable good coordination between different
stakeholders and ensure that the implementation d¢¥thect was in line with the needs in
the broader petroleum sector of Tiragste.

The PMCshouldconsist ofsenior representativesf EMRD, TSO, TSDA Environrment
Directorate andNPD. The representative from tliiE8MRD shouldhead the PMC. The Project
Managershouldact as secretary

The PMCshouldprepare the documentation for the SC and implement the approvedrpla
accordance with the allocated budgets. Any deviations from plans and budgets, any problems
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encountered or any suggestions for new priority activiiesildbe reported to the SC. The
PMC shouldmeet at least quarterly to assess and discuss themepiation of thé’roject.

5.1.4 Project Manager

Themain alvisor atEMRD actdas Project Manager. The NPD suppdidnd gwve adviceto

the Project Manager as necessary. The role as Project Maoatgeioe taken over by the

Director of Oil and Gas when thesigment of thdirst advisor endedThis option was not
executed, and the main adviser at EMRD/OGED/DNPG continued to act as Project Manager
throughout the Project periollhe SC appoimdnew Project Managers.

5.1.5 Project Implementer

A project implemerdr, preferably a TimoiLeste nationalshouldbe appointed to assist in the
daily operation of the Project

5.1.6 NPD Project Coordinator

NPD shouldappoint a Project Coordinator that will form the link between the NPD and the
Project Manager and be the NPD poihtontact for contractors and other cooperation
partners in relation to the Project.

5.2 Assessment of the project organisation

The main elements of this structure remainechanged throughout tieoject. The PMC
ceased to function after a short whaled was never restablishedsee below)

TheTimorese representative in tB€ wasinitially the Minister of Development and
Environment, who was also the Prime Minister, Dr. Alkakitis tight schedule made

planning of SC meetings a big challenge. tds level political and strategic focus did not
match the, relatively speaking, detail and practical decisions that were necessary in the SC.
This meant that the SC meetings were more a formality than a discussion Téwena was

no shortage of decisioroper, though. There were, admittedly, few people to delegate this
task to in the beginning, but as a general remark the Prime Minister level is too high for this
kind of SC.

The PMC failed to function due to the fact that the people on the PMC all hadusy

schedules and because it was not felt that it had a relevant role. The necessary coordination
and information was taken care of in the daygay business and through other meetings. The
preparation of material for the SC was handled by NPD and[E&iRway.

When theProject was expanded to include advisers in the finance sector, the overall
organisation of th€roject was not changed. The SC continuedotesistof representatives

from theMinistry/Secetaryof State for Natural Resources and NADe units in the

Ministry of Planning and Finance that had Norwegian advisers under this program
coordinated their input to the SC through the Timorese representative. These advisers were
supportecandbacked up by a group of experts in the Norwegian sftipiof Finance. Figure

2 shows the layout of theroject organisation for most of the time period of the project.
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Figure 2. The Project organisation

6. The Project history and activities

This chapter contains a chronologicakdription of the main events and activities in the
Project. A more detail description of tiReoject activities can be found the annual reports
(Appendices 3.1 3.9). Further details can be found in monthly reports from advisers and
project managerd.hese ara@ot included in this report but can be obtained from the relevant
Norwegian and Timorese organisations (NPD, BERNand MoPF/MOF).

6.1 Cooperation partners and important stakeholders

The names of some of the cooperation partners have chdaged the life of thé’roject.

Some partners were involved for a limited period of time only, and others have been added at
a later stage. The following list shows the various cooperation partners and the most relevant
other stakeholders.

6.1.1 Timorese cooperation partners

The Prime Minister & Office

The Prime Ministerof TimeL e st e and the Prime Ministeros
contact for NPD an®lORAD in the planning of this project, and in the initial phase of the

work. ThePrime Minister was cirman of the Project Steering Committee from 20086.

15
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Ministry of Planning and Finance (MoPF)

The TimorLeste ministry responsible for the finance sector and for the coordination of donor
funds, among other things. The name was changed to Ministigarid¢e (MoF) in 2007.

During 20022007 MoPF was the implementing institution for this Project.

Ministry of Development and Environment (MDE)

Timor-Leste ministry responsible for national development and environment issues.
Functioned from 2002 to a Govenent reorganisation in 2005. Minister for MDE was Dr.

Mari Alkatiri, who also was Prime Minister. MDE was the first institutional cooperation
partner for NPD in this Project, and the institutional cooperation contract for this Project was
signed between MP and NPD. It was in part replaced by:

Ministry of Natural Resources, Minerals and Energy Policy (MNRMEP)

Timor-Leste ministry responsible for the petroleum sector (among other seEsied)lished

in 2005. The Minister was initially Dr. Mari Alkatiri whalso was Prime Minister. The day
to-day running of the Ministry was executed by Secretary of State Dr. Jose Teixeira. Dr.
Teixeira was appointed Minister for Natural Resources, Minerals and Energy Policy in 2006.
This ministry took over as institutionaboperation partner for NPD. Dr. Teixeira took over as
Chairman of the Project Steering Committee. The Ministry ceased to exist after the general
election in 2007, in part replaced by:

State Secretariat for Natural Resources (Secretaado de Estado dos Reursos Naturais-
SERN)

Timor-Leste state secretariat responsible for the petroleum sector (among other sectors).
Established in 2007. Headed by Secretary of State Mr. Alfredo Pires. SERN replaced
MNMREP as institutional cooperation partner for the Prajetit the Project was finished in
September 2008. It also replaced MoPF as implementing institution for the project. Mr. Pires
took over as Chairman of the Project Steering Committee.

Energy and Mineral Resource Directorate (EMRD)

Directorate under MDEgsponsible for the sovereign Timbeste petroleum sector and the
mineral sector. The petroleum sector was initially lead by Acting Director for Oil and Gas,
Mr. Vicente Pinto, from 2004 by Director of Oil and Gas, Mr. Amandio Gusmao. EMRD was
the main @y-to-day cooperation partner for NPD in the first part of the Project. The various
resource management advisers under this Project were located in EMRD. After the
reorganisation of the Government in 2005 the petroleum sector part was singled out and
formed.

Oil Gas and Energy Directorate (OGED)

Directorate under MNRMEP, responsible foe sovereign TimeLeste petroleum sector.

Led by Director of Oil, Gas and Energy, Mr. Amandio Gusmao. Continued to be the main
cooperation partner for NPD on a d@ydaybasis. It was replaced in 2006 by:

National Directorate for Oil and Gas (Direccdo Nacional de Petrdleo e GisDNPG)
Directorate under MNRMEP, responsible fbe sovereign TimeLeste petroleum sector.

Led by Director of Oil, Gas and Energy, Mr. Amam@usmao. Continued to be the main
cooperation partner for NPD on a d@yday basis. After the change of Government in 2007
DNPG ceased to exist as a formal unit and became an integral part of the new Secretariat of
State for Natural Resources (SERN).

National Petroleum Authority (Autoridade Nacional do Petrdleai ANP)
Authority formed on 1 July 2008 order tofisupervise compliance with the enacted rules
and regulations covering tlexploration, developmenproduction, transportation and
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distributionof petroleum andatural gas resourced NPA i s responsi bl e fc
activities in JPDA, TimoiLeste sovereign waters and Tirdagste onshore. ANP was a main
cooperation partner for the Project after the shutting down of TSDA.

Macroeconomic and Tax Blicy Unit, MoPF

Unit within the MoPF responsible for macroeconomic planning and policy, including the

investment strategies for the petroleumfuach e of t he Projectds coope
MoPF. The Unit was led by Mr. Cristino Gusmao throughout gregd of the Project. The

macro economy and petroleum fund advisers of the Project were located in this Unit.

Petroleum Tax Division, MoPF

Unit within MoPF responsible for the petroleumtaxatom e of t he Pr oj ect 6s
partners in MoPF. The Unitas led by MrAgosthino Ramohroughout the period of the

Project. The petroleum tax advisers of the Project were located in this Unit.

Environment Directorate (Direccdodo Ambiente)

Directorate under MDE, later independent directorate reporting lgitedhe Prime Minister.
This unit was a discussion partner for NPD and the Project in the planning of various
initiatives in relation to the environmental aspects of the petroleum activities.

Timor Sea Office (TSO)

Unit under t he [RB.rtwasestablished irsorder to&gppo thd HArimme
Minister in the preparations and negotiations with Australia over the rights to the Joint
Petroleum Development Area (JPDA) in the Timor Sea and other border issuesatitats

as an advisory group tbe Prime Minister in petroleum legislation issues and other petroleum
issues in general. It was an important discussion partner for NPD in setting up and designing
the Project, and has remained an important stakeholder in the-Lester petroleum sector.

The office was closed soon after the new Government was formed.

Timor Sea Designated Authority (TSDA)

Authority formed under the Timor Sea Treaty between Tilremte and Australia,

responsible for the management and regulation of the petroleum activitiesJPDA. Its

role included preparation of laws and regulations, issuing of R8@sdation of HSE issues
and of operational activity. It was a main cooperation partner for the project throughout its
period of function. TSDA ceased to exist on 30 J20@8. It was superseded the ANP (se
above.

6.1.2 Norwegian cooperation partners

Norwegian Agency for Development CooperationNORAD)

Directorate under the Ministry of Foreign Affairs responsibleliemanagement of

development funds and tlg@ality of the Norwegian development cooperation. Initiated the
Project based on a request from the second interim Government ofDésterin 2001.

Engaged NPD as project coordinators. Has since primarily acted in a quality assurance role in
the Project, and as tedhal adviser to the Embassy in Jakarta

Oil-for-Development (OfD)

Project withinNORAD which coordinates various programs, projects and initiatives of

support to the development of the petroleum sector in various developing countries.

Currently OfD handleall the petroleum related project in the Norad portfadiod took over
Noradds role in the Project, described above

The Norwegian Embassy in Jakarta
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Embassy accredited to Indonesia and Thibeste. Has the overall responsibility for the
Projed, and represents Norway at the Annual Meeting.

The Norwegian Embassy Section in Dili
The Embassy Sectimtatiored in Dili is the Norwegian Embassy in Jakaltasl
representative in Timor Leste.

Norwegian Petroleum Directorate (NPD)

Directorate undethe Ministry of Petroleum and Energy (MPE). Has executed various
development assistance programs for more than 25 years. Had up to recently a direct contract
with Norad for development assistance work, the contract now transferred to MPE. NPD was
appointel Project coordinator for this Project by Norad in 2002. Worked with
MDE/MNRMEP/SERN in TimotLeste through amstitutional contracthat described rights

and obligations of both parties. Had overall project coordination responsibility from the
Norwegianside, but executed responsibility for the content of the work only for the

petroleum resource management and associated legal aspgbet$roject. The remainder of

the tasks were handled by the Ministry of Finance (see below).

Ministry of Finance (FIN)
Identified advisers within the finance sector and established a support group for these
advisers.
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6.2 History of the project
Figure3 shows an overall summary of the Project and its different stages.

Phases of the Project

The project has evolved through 4 distinct phases,
- related to the staff involved and the political climate:

2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008

Startrup i Offshore

Invitation & setup . :
Establish legal framework . round
| : Turbulent

changes

Offshore bid round | Stable
Hiatus (C|V|| Unrest) i ; progress?

Government changes : “=A §

- new Policies forming § nE n —
Transition TSDA to ANP llllllllli—>
The revenuefiTsunamio T
AidtoFinance IIIIIIIIIIIIIIIII
Aid to BPA
Aid to environment (SEMA) }-----------4---—}

Figure 3. The main events and phases of the Project

6.2.1 Discussions, 2001-2002

The project started as a series of discussions between the interim government dfést@aor
and Norwegian authorities late 200&arly 2002. The purpose of these discussions was to
investigate he possibility for Norwegian support to the development of the Energy sector in
Timor-Leste, regarding both petroleum and hyploover.

A combined fAfact fNORADaml@ semds of&rergynseminare aede b y
conducted in Timoteste in Marci2002. This mission included participants from NPD, the
Ministry of Finance (FIN), the Norwegian Water Resources and Energy Directorate (NVE),
the Norwegian Embassy in Jakarta &@RAD. Based on the findings during this visit and a
series of followup disaissions, NPD recommendedN®RAD that an institutional

cooperation between NPD and the most relevant institution in Tlieste should be

established.

A MoU for the cooperation between Norway and Tirheste was signed on 20.5.2002, the
Restoration ofidependence Day.

6.2.2 The planning phase, 2002-2003

With N O R A Dconsent and intention to fund this project, the Project went into a planning
phase during the last part of 2002. NPD was given the task of coordinating this work. NPD
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visited Dili in Octobe 2002 to assist in drafting a work plan and budget for the proposed
institutional cooperation and to establish the relevant institutional partner. During this mission
an agreement was made between Timor Sea Office, World Bank, Asian Development Bank,
USAID, UNDP and NPD that there was a need to coordinate the different support activities
related to the petroleum sector. This coordination was carried out through various meetings in
Dili and through telephone conferences.

NPD carried out a new planning msign to Dili in January 2003 in order to continue the
project planning, the preparation of an institutional contract and to continue the cooperation
with other relevant donors. The institutional partner was still not selected by the Timorese
authorities, ad the Norwegian missions dealt primarily with the Prime Ministers Office,
TSO, TSDA and UNTAET.

The Agreement between Norway and Tirloe st e (t he A c édppentixlyforagr een
this project was signed by Prime Minister Mari Alkatiri and the Noraregimbassador Sjur
Torgersen on 10.2.2003.

During March 2003 it was agreed that NPDO6s ¢
Development and Environment, and that the daily contact should be with the Energy and
Mineral Resources Directorate (EMRD). DRisited Dili in April to finalise the institutional
contract and the work program and to coordinate and discuss the project with other donors
and other involved units. The contract between the two organisations was signed during this
visit. Noradhad sore input to the contract after it had been signed, and a revised version was
signed on 10.09.2003, and approvedNmyadon 02.10.2003. NPD Project coordinator was

Mr. Erling Kvadsheim. Point of contact in EMRD was Acting Director for Oil and Gas, Mr.
Vicente Pinto. A steering committee was established, consisting of Minister for Development
and Environment, Dr. Mari Alkatiri anithe Directorresponsibldor International Affairs in

NPD, Ms. Bente Nyland.

6.2.3 Project start-up, 2003

Norway received in efr2002 a request from the Timbeste Government to assist in the
establishment of the marine baseliN®ORAD passed this request onNi&D who established
cooperation with the Norwegian Mapping Authority for this purpose. While considering this

request W?D was made aware of the fact that an Australian consultancy firm had already
undertaken the necessary work during the UNTAET period. In agreement with Prime Minister
Alkatiri, the request was changed to a review of the existing work in order to sedidredd

work would be required. The consultantds rep
2003. The report was reviewed by the Norwegian Mapping Authority who also conducted a

brief control survey on selected baseline points by helicopter. A reconati@nd/as sent to

the TimorLeste Government in January 2004.

NPD was requested WWORAD and UNDP to assist in the hiring of three Norwegian
petroleum advisers to Timdreste. The Ministry of Foreign Affairselectedhe first of the

three; Mr. Einar RisaHe took up his position in Dili in January 2003 as Director of TSDA
and. NPD identified the two others through a public announcement of the positions in
Norwegian press. NPD carried out interviews with relevant candidates and sent a
recommendation to UNP in Dili who took care of the rest of the employment process. Mr.
Tore Bjordal and Mr. Halvard Enoksen moved to Dili in August 2003 to work as advisers in
the Ministry of Development and Environment and Ministry of Planning and Finance,
respectively.
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Primary point of contact in Dili for the planning phase was Mr. Barid Manna, UNDP, who
had worked as a UN advisor in the energy sector of Fimeste since October 2001. His
assignment to UNDP ended in 2003 and he was engaged by the Project for 6 molirs in or
to bridge the gap between the primarily UN supported advise to the MDE to the new period
with NPDNoradand other external support and advise.

It was at an early stage recommended and identified that the project would benefit from a
Timorese assistatd the Project Manager with insight into the Timorese society, organising
capacity and language skills. This decision was also based on the experience from other
projects in TimoilLeste. Mr. Carlos Alberto Soares was highly recommended for this role,
andhe was hired as an independent consultant to the Project, starting his assignment on
1.7.2003.

6.2.4 2004

An HRD consultant, Ms. Elke Ender, was engaged late 2003 to review the education level and
training potential in the upstream petroleum adminigtnaéind in the society at large, to
recommend a short and long term HRD program and to igleptévant education

institutions. This work was the foundation of later education and training programs. Her

report and recommendations were finalised in Septe@®ied.

Mr. Geir Ytreland was engaged as adviser and project manager, starting his assignment in
January 2004. The hataver of responsibility for Project management from Mr. Manna to

Mr. Ytreland took place in March. Significant activities supervisetbyYtreland during

2004 included restructuring of MDE, launching of the first seismic data acquisition round,
promotional activities, drafting and public consultations of laws and PSCs, planning of future
exploration licensing rounds and establishmennhadfistry and academic networks.
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Figure 4. Secretary of State and Ministry staff during a break in a Project seminar. From left: Rosa
Hanjan, Secretary of State Jose Teixeira, Maria Ribeiro, and Ana Ribeiro

The Director for Oil and Gas, Mr. Amandio Guaonreturned from his leave of absence in
Indonesia. He became the new point of contact in EMRD for NIR2.to internal
reorganisations NPD electechawrepresentative in the Steering Committee: Mr. Tormod
Slatsveen.

A seismic data acquisition biddinguied was organised in 2004. This was the first substantial
activity in the TimorLeste petroleum sectsuortedby the Project. Acquisition started late
2004 and the data was ready during the first part of 2005. The data formed an important part
of the phnning of later licensing activities.

It was recognised that the stap of the implementation of the education program (discussed
above) would require a significant effort. It was further recognised that supporting and
educating the staff in modern gomance principles was a critical issue. These two roles were
combined in one fultime advisor position for a period of one year. The position was
announced in Norway and Ms. Liv Marte Nordhaug was chosen for this position. She started
the work in OctobeR004. Her assignment was later extended to end 2005.

During 2004 the main internal training focus was on English language training for staff in
EMRD and in the other relevant units in the Tirh@ste petroleum administration. The
training was carried oudgoth inrhouse and abroad (New Zealand). The Director of Oil and
Gas in EMRD received famcial support to finalize his®&: in geology in Bandung,

Indonesia.
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Six scholarships for university education abroad for EMRD staff and external candidates were
setup. Guidelines for selection of students were established and the first overseas education
opportunities under this program were announ
grantsoOo program supporting Ti moredsodbroaénudent s
the future recruitment base for the petroleum public sector in Tlireste.

Various workshops, including two petroleum data management workshops for staff from
several relevant agencies in Dili were conducted. A program for purchasingéssagy
computer equipment and software was initiated. These activities improved thagetery
cooperation and it established EMRD as the leading unit in the petroleum database work in
Timor-Leste.

and Kjell R. Knudsen lecturing.

A group of 13 senior civil servants from various agencies visited Norway for two weeks in
May 2004. The group visited ministries and state regulatory agencies: NPD, Ministry of
Petroleum and Eargy, State Pollution Agency, Ministry of Finance and the Central Unit for
Investigation and Prosecution of Economic and Environmental Crime. The group also visited
the industry: ConocoPhillips, Statoil, Norsk Hydro, Kollsnes gas pipeline terminal, ABB and
had presentations by education and training units: Petrad and Rogalanddurs
Kompetansesenter. It was a highly successful trip that demongtratexiparticipanghe

time and efforts that are necessary for creating a functional government petroleum
administration, appropriate tax and fiscal systems, good governance and transparency. The
group submitted a joint thorough report in English to the Prime Minister shortly after the trip,
the first of its kind from EMRD and partners.

An environment impacissessment (EIA) workshop was conducted in Dili by Norwegian
Institute for Nature Research in November 2004. The workshop was initiated in cooperation
between EMRD and the Environment Directorate, and it was one of the recommendations that
came out of thiélorway study tour.
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In cooperation with TSDA it was decided to carry out a regional geophysical and geological
mapping of the offshore areas that are adjacent to JPDA in order to increase the knowledge of
the prospectivity in those areas, both as a prépartor the border discussions with Australia

and also to better understand the continuation of the geological trends out from the better
known JPDA area. The work was conducted by consultant Alastair Gray who carried out the
work in the EMRD offices in . Several staff in EMRD and TSDA were involved in parts

of the work and considerable knowledge transfer took place. The project also resulted in a
much better overview of the available geophysical data, both in terms of quality and regarding
physical Ication in Australia.

The Sunrise Field Joint Venture submitted a feasibility study for the development options for
the large Sunrise gas field in 2004. The possible landing of the gas toOaésterthrough a
pipeline from the field was not sufficientéwaluated. In order to provide the best possible
expert advice to the Timdreste Government in this issue the project engaged Mr. Sverre
Lund, a highly respected Norwegian pipeline expert. The potential landing of gas te Timor
Leste might be one of the siosignificant achievements from the petroleum activity in the
Timor Sea. The reviews carried out by Mr. Lund contributed significantly to the fact that this
is still a viable option.

The revisions and drafting of petroleum legislation was primarily lednaly the TSO and

TSDA. EMRD and NPD were generally consulted at late stages in these processes, which
from the projectds point of view was not an
the best possible contribution at the late stageydaBjarn Erik Leerberg of Simonsen Fagyen
Advokatfirma DA, Norway, was engaged. Mr. Leerberg has broad international experience in

this field. He also knows Timdreste well from previous work for UNTAET during the

establ i shment of t h&ibutioRtD e disddssion hadeimpadbanr g6 s c o
several of the main elements in the legislation.

6.2.5 2005

During 2005 the responsibility for petroleum issues in the government was given to a new
ministry, the Ministry for Natural Resources, Minerals and Ep@aicy (MNRMEP). Dr.

Alkatiri took the position as minister. Dr. Jose Teixeira was appointed Secretary of State.
EMRD was split into a unit called Oil, Gas and Energy Directorate (OGED) and a Directorate
for Geology and Minerals. OGED became the new ecaing organisation for NPD on a
day-to-day basis. Mr. Amandio Gusmao continuedhe role as Director.
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Filé]hféAG. Project advisers and the Director of Oil and Gas outside the Ministry offlce, the Fomento
Building. From left: Carlos Soares, Liv Marte Nordhaug, Geir K. Ytreland, Amandio Gusmao.
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The support processes and tasks that had been initiated continued in 2005, including the
restructuring of the Ministry, the implementation of the first seismic data acquisition round,
the preparation and launoly of the first bidding round for offshore acreage, promotional
activities, contributions to the drafting of petroleum IaRSCs, tender protocols and other
regulations relevant for the bidding round.

The training and education initiatives were expand@adylish training for Ministry staff
continuedand intensive English training in Australia and New Zealaark arranged for

most of theEMRD/OGED staff. Awards in the small grants program for support to Timorese
students abroad were made and the setecficandidates for university degrees scholarships
wasmade.

Significant amounts of computer hardware, software, office equipment was purchased in
connection with the establishment of the OGE
project and itadvisers irgeneral NPD conducted a twaveek workshop in Dili in October in
connection with the statp of the Lafaek database.

Prime MinisterDr. Mari Alkatiri, Minister of Planning and Finandés. Madalena Boavida,

Secretary of StatBr. Jose Teixiest and several other Timdeste politicians and senior civil

servants visited Norway in late May 2005. The purpose of the visit was to receive information
about Norwayds experience in the public sect
especially the eation of a national oil company and the establishment of a petroleum fund.
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During the visit Prime Minister Alkatiri and his delegation met with Norwegian Prime
Minister Kjell Magne Bondevik, Minister for Petroleum and Energy Torild Widvey and
Minister far International Cooperation Hilde Frafjord Johnson. The visit included a seminar
with the Central Bank of Norway hosted by Governori¥&edrem and a seminar arranged
by the consultancy firneconAS in cooperation with NPD regarding national oil companie
(see below). Other meetings were also conducted, including a meeting with the Ministry of
Petroleum and Energy.

Figure 7. Prime Minister Mari Alkatiri and Prime Minister Kjell Magne Bondevik at a press conference
after their meeting on May 24, 2005.

A high-level seminar on Norwegian and international experiencenaiibnaloil companies

as a means of national control and influence on the petroleum sector was tineld by
consultancy firm Econ A$ cooperation with NPD. The seminar included a prediemt by
former CEO of Statoil Harald Norvik among other high level speakers from the Norwegian
and international oil industry and petroleum administration.
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Figure 8. National oil company seminar, Oslo. From left: Director Leif Ervik, Norwegian Ministry of
Finance. Secretary of State, Dr. Jose Teixeira. Former CEO of Statoil, Harald Nordvik. Moderator,
Willy Olsen. In the forefront: Prime Minister, Dr. Mari Alkatiri.

During 2005 a need for further assistance was raised with the Norwegian Embasaytan Jak
on several occasionA.request for additional advisers in the finance sector as well as the
petroleum resource management sector Wemeforesent from the TimoeLestegovernment

to the Norwegian Embassy in Jakarta during the second half of 2005.

Two advisers were in place by the end of the year: Mr. Samuel Robinson was employed for
an interim period as a petroleum fund adviser to the Banking and Payments Authority (BPA).
He bridged the gap between a period where IMF funded this adviser postiamnaw
period of Norwegian support. Mr. Sigurd Klakeg was employed by NPD to workistah
policy and petroleum funddviser to the MoPF. He was recruitagthe Norwegian Ministry
of Finance.

An extensive employment process, using a Norwegianitewat consultant (Hartmark
Consulting) was carried oto identify the remaining new advisers; Mr. Roger White (Project
Manager), Ms. Rosalind Waddams (Geological Adviser), Ms. Arere Midseim (Legal
Adviser), Mr. Havard HolterudTax Adviser)and Mr. Terje lversen (Petroleum Fund

Adviser, financed separately through an agreement with IMF).

6.2.6 2006

After a reorganisation of the Timdeste government, Dr. Jose Teixeira was appointed
Minister for MNRMEP. OGED changed name to the National Directdoat®il and Gas
(DNPGT a Portuguese acronym).

The request for further assistance was approved by Norwegian authorities in early 2006,
including an additional grant of NOK 14.5 million. The number of advisers and activities in
the project increased sigrméntly as a result of this.
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Mr . Ytrelandds assignment as Project Manager

recruited in the 2005 recruitment campaign and he took on the task as Project Manager when
Mr. Ytreland left. His work included supportiradl the ongoing tasks and processes,

including: General project management, support to MNRMEP staff and other advisers, liaison
with other units and representing the Timorese authorities externally. Negotiations and
agreements of PSCs, establishment addacity development plan f@NPG, preparations

for the development of Timdrestecontent plans, coordination of external downstream
proposals with internal upstream requirements and the Sunrise Field pipeline and LNG plant
plans. He also functioned ast&inate Commissioner for the Timor Sea Designated Authority.

During a period from late May to September Tirhesste was affected by a period of civil
unrest. The progress of theject was significantly influenced by this and there were a
number of assaated security issues for both the MNRMEP staff and the international
advisers. DNPG and the MNRMEP had a very low activity level from end of May into
AugustSeptember. In the beginning of that period several of the advisers left the country for
security easons and a number of the MNRMEP staff had to leave Dili, move into refuge
camps or stay home from work to take care of their possessiofsmilies. Project Manager
Roger White, Project Implementer Carlos Soares and some of the MNRMEP staff kept the
office going at a minimum level during the whole period. The advisers were all back by mid
June. In late May the DNPG office was looted and damaged, and some extra costs incurred in
order to replace the stolen or damaged equipment. The evacuation cdstgriternational
advisers were covered by thmject, as agreed by the Embassy in Jakarta.

A total of six scholarships for degree studies at universities were granted, four at University of
Western Australign Perth one at University of Stavanger amglepending foundation
exams.

Ms. Rosalind Waddams was engagedexdogicaladviser. She started her assignment in

March 2006. In addition to acting as geological adviser and mentor for -Lieste staff, her

main tasks included providing geological erfge and experience for the offshore acreage
release, the planned onshore round and establishment of a national database for the petroleum
sector.

Ms. AnnelLene Midseim was engagedlagaladviser to DNPG. She started her assignment

in March 2006. Hework included drafting of PSCs, negotiations and coordination of external
advisers in the PSC award process, fauts, preparing the validation process for Timor

Leste for implementation of the EITI principles, drafting of rules and regulations, lecturing
anticorruption, good governance and transparency issues lecture to staff of MNRMEP,
supporting the Director in DNPG in the various daily legal tasks etc. DNPG had not yet
employed local legal staff, and Ms. Midseim therefore had limited possibilitgrisfer

specific legal knowledge or do extensive training in legal aspects. She contributed extensively
to the cooperation between the various public sector units.

Mr. Sigurd Klakeg continued his assignment as adviser to the Btacromic and Tax Polyc
Unit in the MoPF. His work included investment policy issues for the petroleum fund, fiscal
policy issues, national budget issues, membership in the Inveshahearbry Board, etcHis
counterpart was Mr. Cristino Gusmao, Director of the Macroeconordid@ ax Policy Unit.

Mr. Havard Holterud was engaged as Petroleum Taxation Adviser in the Petroleum Tax
Division, Ministry of Planning and Finance. His work included training of staff in the
Petroleum Tax Division, tax audits, evaluating transfer pricingphelding tax etc. In
addition, Mr. Holterud worked on dag-day issues in the division, like tax payer inquiries,
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review of tax models, budget proposals for the World Bank, contact with Australian
authorities, a new organizational model for the divismraluation of the external auditor for
the petroleum fund etc. His counterpart was Myostinho Ramos.

Mr. Tarres Trovik was engaged as Petroleum Fund Investment Adviser to MoPF on a part
time basis. His work included attending the meetings in thestmentAdvisory Board,

advising the authorities on implementation of the petroleum fund act and the management
agreement, advising on issues related to the operational management of the petroleum fund
assessing of the strategic asset allocation of thedtmd

6.2.7 2007

The progress of the project was influenced by periods of civil unrest and also by the
presidential and parliamentary elections held during 2007. It affected the petroleum
administration activities, and also the provision of advisors.

The presidential elections in April resulted in the appointment of Jose Ramos Horta and led
smoothly on to the Parliamentary elections on 30th June. However, appointment of a
Government did not take place until 9th Auguistthe new government the resporilgijp for
petroleum issues was placaadder the Secretary of State for NafuResources, Mr. Alfredo
Pires. The responsibility was delegated to the Secretariat of State for Natural Resources
(SERNi Portuguese acronym) under Secretary of State Mr. AlfRaces The Ministry of
Planning and Finance was renamed Ministry of Finance (MoF)

Plans for reorganisation of the petroleum sedtmiuding the merger of TSDA and DNPG
into the National Petroleum Authority (ANRJ)ere unveiled by MNRMEP early in 2000t

these plans were shelved pending appointment of the new government. Detail work to change

the organisation was put on hold. The deadline for reorganisation to take plda¢ewas
extended to June 2008.

The process of extending thmject beyond 200&as initiated in 2007. Following tremnual
meeting on February 1$4ORAD held a midterm review of the project (see Chapgin

late April, followed by a workshop on extension in May which led to a letter from MNRMEP
in June requesting extension oéthroject. However this was in the midst of the election
process and was later not considered binding on the new Government.

A revised proposal for project extension was submlitethe projecto Secretary of State for
Natural Resourcealfredo Piresfor comment and approval. However,swggested a change

of focus in the project anequested money contributions for scholarships and consultants in
place of provision of advisors. Environmental assistance was requested to be postponed
pending clarificaton of responsibility for petroleum related environment matters.

In November it was agreed between the Norwegian Embassy in Jakatte &etretary of

Stae that the project would cover supply of petroleum advisors only (as before) but that a
special tem fromNorad( r e pr esenting Norwayds AOil for
visit Dili in January 2008 to discuss scholarships and environmental assistance as well as to
review the overall project.

Two advisors left the projettgeologist Rosalind Waddaeft in early May and legal
advisor AnneLene Midseim left in early June. Although recruitment efforts took place for
both positions and suitable replacement candidates were found, the positions were not filled
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due firstly tothe security situation postlections, and later pending confirmation of laagm
needs for these positions.

Mrs. Rebecca Denham was appointed workplace skills and human resource advisor in March,
confirming the role she had been taking on a temporary basis. Her work included smppo

the HR officer, administration and support to scholarship students, administration of small
gra