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Sanctions None 

FAFT AML Deficient  No 

Higher Risk Areas 

 

US Dept of State Money Laundering assessment 

Compliance with FATF 40 + 9 Recommendations 

Not on EU White list equivalent jurisdictions 

Corruption Index (Transparency International & W.G.I.) 

World Governance Indicators (Average Score) 

Failed States Index (Political Issues)(Average Score) 

Medium Risk Areas Weakness in Government Legislation to combat Money Laundering 

 

ANTI-MONEY LAUNDERING 

 

FATF Status 

Timor-Leste is not on the FATF List of Countries that have been identified as having strategic AML deficiencies. 

 

Compliance with FATF Recommendations 

The last Mutual Evaluation Report relating to the implementation of anti-money laundering and counter-

terrorist financing standards in Timor-Leste was undertaken by the Financial Action Task Force (FATF) in 2012. 

According to that Evaluation, Timor-Leste was deemed Compliant for 1 and Largely Compliant for 14 of the 

FATF 40 + 9 Recommendations. It was Partially Compliant or Non-Compliant for 4 of the 6 Core 

Recommendations.  

 

US Department of State Money Laundering assessment (INCSR) 

Timor-Leste is categorised by the US State Department as a Country/Jurisdiction of Primary Concern in 

respect of Money Laundering and Financial Crimes. 

 

OVERVIEW 

 

Timor-Leste is a small economy, with limited data available regarding illicit funds and limited awareness, even 

by stakeholders, of money laundering issues.  The most prevalent source of illicit proceeds is corruption, 

which a recent assessment described as “endemic” in the public sector. Capacity is low in government 

entities that supervise, enforce, and investigate suspicious financial transactions. The government has 

committed to increasing that capacity, as well as increasing awareness among the public and private sectors. 

 

In 2016, Timor-Leste published its first National Risk Assessment of Money Laundering and Terrorist 
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Financing (NRA) and adopted a National Action Plan (NAP) to address the areas of concern identified in the 

NRA. 

 

VULNERABILITIES AND EXPECTED TYPOLOGIES 

 

There are no reliable estimates for the amount of illicit funds in Timor-Leste or the ways in which money is 

laundered. Most experts agree that corruption is the largest source of criminal proceeds in the country, and 

the NRA identifies tax evasion, drug trafficking, fraud, and trafficking in persons as other potential areas of 

concern.  Timor-Leste is not a regional or offshore financial center and has no FTZs. The economy is primarily 

cash-based, with only approximately 45 percent of the adult population having access to financial services. 

There are only four commercial banks in country, three of which are branches of foreign banks chartered in 

Australia, Portugal, and Indonesia and subject to the reporting requirements of those jurisdictions. 

 

Capacity to investigate money laundering in Timor-Leste is low, and most investigations focus on the 

predicate offenses. Authorities are aware that building capacity in this area is crucial and have prioritized 

capacity-building for law enforcement, judiciary, the Central Bank, and the FIU in order to combat money 

laundering. 

 

The NRA identifies the primarily cash economy, the use of the U.S. dollar, and the unregulated flow of cash 

across the borders as the primary vulnerabilities that might make Timor-Leste an attractive location for 

money laundering and financial crimes. 

 

KEY AML LAWS AND REGULATIONS 

 

The Government of Timor-Leste adopted an AML law in 2011 (Law no. 17/2011), which Parliament amended 

in 2013 (Law no. 5/2013/III) to remedy identified deficiencies. A Decree Law (no. 16/2014) regulating the 

governance and powers of the FIU came into force in 2014, and the FIU was established in the same year. 

The Government of Timor-Leste has comprehensive KYC and STR regulations for entities under the purview 

of the Central Bank. These include banks, insurance companies, microfinance institutions, money transfer 

operators, and the currency exchange bureau. 

 

The law mandates cooperation between relevant Timorese authorities and competent foreign 

authorities.  However, the details of that cooperation are not specified. 

 

Timor-Leste is a member of the APG, a FATF-style regional body.  

 

AML DEFICIENCIES 
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Securities brokers, casinos, accountants, auditors, and financial consultants do not fall under the supervision 

of the Central Bank, so are not subject to KYC or STR regulations. 

 

Timor-Leste’s FIU is not a member of the Egmont Group of FIUs, but, as part of the NAP, is actively 

pursuing membership with a goal of becoming a member by 2018. 

 

ENFORCEMENT/IMPLEMENTATION ISSUES AND COMMENTS 

 

Enforcement and investigation capacity related to money laundering and financial crimes is low. The country 

is taking steps to implement the 1988 UN Drug Convention and has been responsive to recommendations 

from international experts. In 2015, there was only one money laundering prosecution. 

 

The publication of its NRA in 2016 and the associated NAP indicate the commitment of the government in 

this area. The NAP has ten strategic objectives for implementation through 2020: a robust framework for 

AML policy development and implementation; increased understanding of the risks in country; bringing the 

legal framework into compliance with international standards; increased investigative and prosecutorial 

capacity related to money laundering and predicate offenses; increased supervisory body capacity; enhanced 

implementation of preventative measures; the development of FIU capacity to collect, analyze, and 

disseminate reports; enhanced transparency of the beneficial ownership of legal entities; the development 

and enhancement of cooperation, both domestically and internationally, among responsible authorities; and 

enhanced public awareness. 

 

SANCTIONS 

 

There are no international sanctions currently in force against this country. 

 

BRIBERY & CORRUPTION 

Index Rating (100-Good / 0-Bad) 

Transparency International Corruption Index  35 

World Governance Indicator – Control of Corruption  27 

INVESTMENT CLIMATE   

Since gaining independence in 1999, Timor-Leste has faced great challenges in rebuilding its infrastructure, 

strengthening the civil administration, and generating jobs for young people entering the work force. The 

development of offshore oil and gas resources has greatly supplemented government revenues. This 
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technology-intensive industry, however, has done little to create jobs in part because there are no production 

facilities in Timor-Leste. Gas is currently piped to Australia for processing, but Timor-Leste has expressed 

interest in developing a domestic processing capacity. 

 

In June 2005, the National Parliament unanimously approved the creation of the Timor-Leste Petroleum Fund 

to serve as a repository for all petroleum revenues and to preserve the value of Timor-Leste's petroleum 

wealth for future generations. The Fund held assets of $16.5 billion, as of December 2014. Oil accounts for 

90% of government revenues, and the drop in the price of oil in 2014 has led to concerns about the long-term 

sustainability of government spending. The Ministry of Finance maintains that the Petroleum Fund is sufficient 

to sustain government operations for the foreseeable future. 

 

Annual government budget expenditures increased markedly between 2009 and 2012 but dropped 

significantly in 2013-15. Historically, the government failed to spend as much as its budget allowed. The 

government has focused significant resources on basic infrastructure, including electricity and roads. Limited 

experience in procurement and infrastructure building has hampered these projects. The underlying economic 

policy challenge the country faces remains how best to use oil-and-gas wealth to lift the non-oil economy onto 

a higher growth path and to reduce poverty. 

 

Agriculture - products: 

coffee, rice, corn, cassava (manioc, tapioca), sweet potatoes, soybeans, cabbage, mangoes, bananas, vanilla 

 

Industries: 

printing, soap manufacturing, handicrafts, woven cloth 

 

Exports - commodities: 

oil, coffee, sandalwood, marble 

 

Imports - commodities: 

food, gasoline, kerosene, machinery 

 

Investment Climate 

After fourteen years of independence, Timor-Leste welcomes foreign investment and business development. 

Plagued by conflict and turmoil in the first decade of its formative period, Timor-Leste has experienced 

sustained peace and stability since 2008. A smooth government transition in 2015 is a further signal of the 

country’s readiness to move forward. The government is making a concerted effort to improve the country’s 

basic infrastructure, including roads, airports, electricity, and telecommunications. The government is also 

implementing a fiscal reform process that will bring its system into compliance with best practices, as it seeks 

to join the Association of Southeast Asian Nations (ASEAN). In addition, economic growth rates are 
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consistently strong. However, challenges remain as the country is still struggling with incomplete and unclear 

legislation, inadequate regulatory mechanism, corruption, insufficient personnel capacity, and deficient 

infrastructure. The private sector is weak, and government’s ability to regulate industry is limited. The 

government offers investment incentives to offset some of these challenges including five, eight, or ten year 

tax holidays depending on the location of the investment. Investment opportunities outside of the oil and gas 

sector are increasing, with interest growing in the agricultural sectors, construction, telecommunication, and 

tourism. The government is also working on a major petroleum sector infrastructure project along the south 

coast and has created Special Economic Zones in Oecusse exclave and Atauro Island. 
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