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1. Holders of bearer shares, or their successors, shall request the conversion of their share certificates
into registered shares to the issuing company within one year from the date of entry into force of this law.

2. Conversion requests shall only be accepted if the applicant submits, together with the request,
bearer shares certificates in respect of which conversion is sought.

3. Should a permanent seizure or interim order of forfeiture be pending on bearer shares, the
execution creditor or distrainer may request the conversion of share certificates pending such legal
proceedings, and shall for that purpose attach a judicial certificate of permanent seizure or interim order of
forfeiture.

4, Companies may convert bearer shares certificates by replacing the existing certificates or by
amending their wording, recording conversions made and date thereof in the share register book.

5. Conversion of share certificates is exempt from payment of any fees, irrespective of their nature.

Article 6
Suspension of rights of holders of bearer shares

1. After the period provided for in Article 5(1) has elapsed, holders of bearer shares who have not
requested the conversion of their share certificates shall have all their shareholding rights suspended.

2. Companies shall record suspended share certificates in the share register book and retain profits
corresponding to suspended share certificates.

3. Holders of bearer shares shall be able to exercise their rights until the end of the period provided
for in Article 5(1). For the purpose of taking part in general meetings, provisions of Articles 247 and 248
of Law 4/2004, of 21 April, shall apply to deposit of bearer shares.

Article 7
Destruction of bearer shares certificates

1. After one year has elapsed as from the expiry of the period referred to in Article 5(1), unconverted
bearer shares certificates shall be deemed destroyed and retained amounts pursuant to the preceding Article
shall be converted into free reserve.

2. Provisions on cancellation of quotas due to exclusion of an equity holder, pursuant to Articles 180
and the following of the New Commercial Companies Law annexed to this law, apply, with the necessary
changes, to the destruction of share certificates.

Article 8
Company secretary
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A commercial company acquires legal personality with final registration of its memorandum of association,
without prejudice to the provisions concerning incorporation of companies through merger, demerger or
conversion of other companies.

Article 5
Powers

1. Powers of commercial companies shall include the rights and obligations required or deemed
convenient for the pursuit of their purpose, except for those barred by law or inseparable from personality
of natural persons.

2. Donations that can be considered usual practice, according to the prevailing circumstances at the
time and the conditions of the company itself, shall not be deemed as contrary to the purpose of the
company.

3. Companies are prohibited from providing personal guarantees or security interests to secure third
party obligations, except where there is a well-founded interest of those companies expressed in writing by
their management, or if al242 TmO g6y 249/3ur
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4] An annex containing the instrument of appointment of directors,
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1. A company shall exist for an indefinite period whenever its duration has not been determined in
the articles of association.

2. Unless otherwise provided by law, on expiry of the period set forth in the articles of association,
its extension may only be agreed unanimously.

Sub-section 11
Registration of the memorandum of association

Article 13
Deadline and eligibility for filing a registration application

1. A registration application shall be filed within fifteen days as from the date of the memorandum
of association.

2. Directors, legal representative and company secretary, should there be one, have the duty to apply
for registration within the legal deadline.

3. Any equity holder is entitled to apply for registration.

4, The Public Prosecutor shall initiate liquidation proceedings of any unregistered company operating
for more than three months.

Article 14
Proof of paid-up equity capital

1. Registration depends on proof that the required amount of paidulx5Z.J0ReDZ IR TDTVOSSOLE| 5-58%2)84 )eRB (ha )di i



UNOFFICIAL TRANSLATION
NEW COMMERCIAL COMPANIES

COMPANIES



UNOFFICIAL TRANSLATION
NEW COMMERCIAL COMPANIES LAW

for any false, inaccurate or deficient declarations, without prejudice to criminal liability that such fact may
entail.

2. Liable company officials shall be entitled to the right of redress among themselves, in proportion
to their level of fault and consequences arising therefrom. Level of fault of liable company officials shall
be assumed to be equal.

3. From the company’s directors and secretary mentioned in paragraph 1, those who were not aware
of the false, inaccurate or deficient statements, and despite acting with the diligence of a meticulous and
organised manager could not learn of such fact, shall, however, not be liable.

Article 20
Suspension of business

1. Once a company is registered, equity
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4. Should a resolution not be implemented in accordance with the preceding paragraph, the
management shall inform the auditing body, if any, of the underlying reasons and convene a general
meeting to review and resolve on the matter.

Article 28
Return of wrongly received assets

1. Equity holders

12
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5. Should the company, by lawful act performed by a third party, be deprived of an asset already
delivered by an equity holder or, when deferred pursuant to paragraph 3 above, the delivery thereof becomes
unfeasible, the equity holder shall pay in cash the par value of its equity interest within eight days after any
of such factors has occurred.

Article 32
Payment of equity interests

1. Company’s rights over payment of equity interests are unwaivable and shall not be eligible for
compensation.

2. Equity holders who fails to pay up their equity interests on time shall be liable to pay, in addition

13



UNOFFICIAL TRANSLATION
NEW COMMERCIAL COMPANIES LAW

But no act performed by the company or by its equity holders towards the company shall be refuted because
of such an agreement.

2. Agreements referred to in the preceding paragraph may relate to the exercise of voting rights, but
not to the conduct of participants or other persons performing management or auditing functions.

3. An agreement shall be null and void where an equity holder undertakes to vote by:

@) Always following the instructions issued by the company or any of its governing bodies;

(b) Always approving the proposals made by the company or any of its governing bodies;

(c) Exercising the right to vote or refraining from exercising it in exchange for special advantages.
Sub-section 11

Supplementary payments

Article 36
Obligation of supplementary payments
1. The articles of association may provide for supplementary payments to be made in cash.
2. The articles of association shall set the maximum overall amount of supplementary payments,

under penalty of such payments not being enforceable.

3. Supplementary payments shall not form part of the company’s equity capital, shall not bear interest
and shall not confer the right to receive profits.

4, Equity holders are required to make supplementary payments in the proportion of their equity
interest.

Article 37
Enforceability of supplementary payments

1. Enforceability of supplementary payments shall always depend on an equity holders’ resolution
approving the amount, within the limit set forth in Article 36(2), as well as the payment period, which may
not be less than sixty days.

2. The resolution shall be passed by the majority required to amend the articles of association.

3. Equity holders cannot pass a resolution to enforce supplementary payments without the equity
capital being fully paid-up, or after the winding up of the company for any reason.

4, Creditors of a company may not replace its equity holders

14
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Sub-section 111
Equity holder loan agreement

Article 39
Definition

1. An equity holder loan agreement is a contract by which the equity holder lends money or other
fungible assets to the company, and the latter is bound to return the equal amount of a similar kind and
quality, or by which the equity holder agrees with the company to defer the maturity of its credits with the
company.

2. A third party’s claim against the company that the equity holder acquires through a transaction
between living persons shall be subject to the rules applicable to equity holder loan agreements.

Article 40
Rules applicable to equity holder loan agreements

1. Equity holder loan agreements shall not be subject to special finalisation requirements, regardless
of their value, but they must be registered in the register of liens, charges and encumbrances to be effective
with other equity holders, corporate creditors or third parties.

2. In the absence of stipulation, equity holder loan agreements shall be presumed to be free of charge.

3. Where no deadline has been set for the refund of equity holder loans and if the parties do not agree
on a date, it shall be for the court to determine such deadline, taking into consideration the impact that such
refund will have on the company, in which case it may determine that the payment be divided into a certain
number of instalments.

4, Security interest® provided by the company in respect of obligations to refund equity holder loans
shall be null and void. Security interest of other obligations shall be extinguished when these become
subject to the rules applicable to equity holder loans.

5. The conclusion of equity holder loan agreements does not depend on a prior resolution of equity
holders, unless otherwise stated in the articles of association. However, the stipulation of interest shall only
be effective if it is agreed by all equity holders and after the prior opinion of an auditor confirming that the
agreed interest rate does not exceed by one percentage point the average interest rate of commercial banks
in accordance with official information from Central Bank of Timor-Leste.

Sub-section 1V
Other rights and obligations

Article 41
Usufruct and pledge of equity interests

1. The establishment of usufruct and pledge of equity interests shall be subject to finalisation
requirements and limitations established for the transfer of such equity interests, without prejudice to the
law on business registration.

2. Unless the parties have expressly provided otherwise, the rights inherent to equity interests subject
to pledge shall rest with their equity holders. However, the company’s liquidation balance shall be given to
the pledging creditor as interest and capital of the secured claim, the excess thereof being returned to the
equity holder.

3. An usufructuary of equity interests shall be entitled to:

@) Profits distributed for the duration period of the usufruct;

SNT: Security interest means a property right (in rem right) in collateral that secures performance of an obligation.
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4. If a request for information is declined, the equity holder may request the court to order that such
information be disclosed, givin
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Article 46
Governing bodies

1. Without prejudice to the provisions of a special law, commercial companies shall comprise the
following bodies:

(@) Legal representative;
(b) General meeting;
(c) Management;

(d) Company secretary;
(e) Auditing body.

2. All members of the governing bodies shall declare in writing whether they agree to hold the
positions for which they were elected or appointed.

Sub-section |
Legal representative

Article 47
Legal representative

1. Companies must appoint a legal representative with permanent residence in Timor-Leste. Such
appointment is subject to business registration.

2. Any member of another governing body or a third party who is a natural person entitled to exercise
rights and qualified to perform this function may be appointed as legal representative.

3. Legal representatives

18
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4] Increase or decrease of equity capital;
(9) Merger, demerger and conversion of the company;
(h) Winding up of the company;

(i) Approval of an internal regulation that allows equity holders to participate in general meetings by
means of distance communication, pursuant to Article 50(3);

()] Any matters that, by legal or contractual provision, do not fall within the powers of other governing
bodies.
Article 49
How to pass a resolution
1. Equity holders shall pass resolutions at general meetings, as prescribed for each type of company.
2. General meetings shall be preceded by a call and other formalities, within the terms and deadlines

set for each type of company. However, if all equity holders are present, either in person or through
representative specifically authorised for the purpose, this shall remedy any irregularity, including lack of
call for the meeting, provided that no equity holder objects to holding a general meeting. At such a meeting,
however, resolutions may be only passed on matters expressly agreed on by all equity holders.

3. Equity holders may pass a resolution without holding a general meeting provided that all of them
declare in writing their voting intention, in a document containing the proposed resolution, duly dated,
signed and addressed to the company.

4, A written resolution shall be considered as having been passed on the date when the company
receives the last of the documents referred to in the preceding paragraph.

5. Once a resolution has been passed pursuant to paragraphs 3 and 4, the company secretary or, in

the absence thereof, the chairperson of the general meeting or his/her alternate, shall inform all equity
holders, in writing, of such a resolution.

19
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2. The chairperson of the general meeting shall be elected at a general meeting from among the equity
holders or other natural persons. The role of secretary of the general meeting shall be performed by the
company secretary, if any, or otherwise by any other person entitled to be present, chosen by the latter*.

3. The chairperson elected at a general meeting shall remain in office until a new chairperson is

21



UNOFFICIAL TRANSLATION
NEW COMMERCIAL COMPANIES LAW

(b) Passed in writing and an equity holder has not exercised his/her/its right to vote in writing pursuant
to Article 49(3);

(c) Contrary to accepted principles of morality;

(d) On a matter that by law or nature is not subject to the equity holders’ decision-making powers;
(e) In breach of legal provision designed mainly or specifically to protect company creditors, or in

breach of public interest.

2. For

22
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(b) The date on which the equity holder learned of the resolution when said equity holder had been
unlawfully prevented from attending the general meeting, or the meeting had been unlawfully called.

Article 63
Provisions common to nullity and cancellation proceedings

1. Both proceedings to declare the nullity or to cancel a resolution shall be lodged against the
company only.

2. All expenses relating to proceedings lodged by the auditing body shall be borne by the company,
even if such proceedings are declared unfounded.

3. A judgment declaring the nullity of, or cancelling a resolution shall be effective against and in
favour of all equity holders and governing bodies, even if they have not been a party or have not participated
in the proceedings.

4, A declaration of nullity or cancellation shall not undermine the rights acquired in good faith by
third parties, based on actions performed while executing such a resolution.

5. There is no good faith if the third parties were aware or should have been aware of the grounds for
the nullity or cancellation.

Article 64
Suspension of corporate resolutions

1. Any person entitled to request the declaration of nullity or cancellation of an equity holders’
resolution may request a court to order, as an interim measure, the suspension of its implementation or of
its effects when it has already been or is being implemented.

2. Such an interim measure shall be requested within five days of the dates referred to in Article

62(2)(a) and (b), or of the date the applicant learned of the resolution when said applicant is not an equity
holder, a director or a member

23
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Sub-section IV
Company secretary
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3. The company secretary shall refer to the Public Prosecutor all illegal actions punishable by
criminal law of which he/she becomes aware in the exercise of his/her functions.

Sub-section V
Auditing body

Article 71
Requirement
1. Joint stock companies are required to have a statutory auditor.
2. Joint stock companies that exceed the limits set by Government decree in relation to the number

of equity holders, equity capital, balance sheet value or turnover are required to have an audit board.

3. Private limited companies that exceed the limits set by Government decree in relation to the
number of equity holders, equity capital, balance sheet value or turnover are required to have a statutory
auditor or an audit board.

4, Should the meeting of the above criteria be after the incorporation of the company, the latter shall
appoint a statutory auditor or an audit board within ninety days of when such criteria are met.

5. The Government decree may also define the criteria for the appointment of the external auditor in
the case of private limited companies, which shall be subject to the provisions of Article 73, 75 and 76,
mutatis mutandis, and to business registration.

Article 72
Composition of the auditing body

1. The supervision of the company shall rest with a statutory auditor or an audit board, composed of
three members.

2. The statutory auditor or one of the audit board members, as appropriate, shall be an auditor or an
auditing firm.
3. The auditing firm sitting on the auditing body shall appoint an equity holder or an employee of the
auditing firm, in any case an auditor, to perform the functions assigned thereto by the company.
4, All other members of the audit board shall be natural persons with full legal capacity.
Article 73

Disqualifications
1. The following persons shall not be eligible to become members of the auditing body:
@) Directors, the legal representative and the company secretary;
(b) Any company employee or any person receiving any remuneration from the company other than

for the performance of functions of auditing body member;

(c) A spouse, family member and kin up to and including third degree, of the persons referred to in
the preceding paragraphs.

2. The statutory auditor or audit board member referred to in Article 72(2) may not be an equity
holder of the company.

3. The subsequent occurrence of any of the disqualifications referred to in the preceding paragraphs
shall result in the automatic termination of the appointment, and shall be reported by a company’s director.
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(d) Attend the management’ meetings.

2. The statutory auditor or the audit board members, if any, shall have the duty to:

(@) Attend the general meetings for which they were called;

(b) Attend the management’ meetings to review the annual accounts;

(c) Keep confidential any facts and information that have come to their notice without prejudice to

the duty to inform the Public Prosecutor of any unlawful actions punishable by criminal law;

(d) Inform the management

28
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Article 84
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(c) a book of minutes of the auditing body, if any;

(d) a book of liens, charges and guarantees;

(e) a share register;

4] a bond issue register.

2. The book referred to in sub-paragraph (d) above shall include, in particular, all the personal and

real guarantees that the company provides, all the liens and charges encumbering the company s assets and
its equity interests, all the limitations to full ownership or availability of the company’s assets and its equity
interests, disposals and acquisitions from equity holders pursuant to Article 42, and all the equity holders’
loans pursuant to Articles 39 and 40; the copies of the decisions or contracts from which such situations
arise shall be attached to the book.

3. The books shall always be kept at the company’s registered office or at another location in the
same municipality of the registered office, provided that such place is reported to the registry by means of
a declaration signed by the secretary, if any, or by the company’s management.

4, The books referred to in Article 87(1)(a)(d) and () shall be made available for examination by the
equity holders for at least two hours a day, during office hours.

5. The book referred to in Article 87(1)(d) shall be made available for examination by any interested
party during the period referred to in the preceding paragraph.

6. All entries in the books referred to in Article 87(1)(d)(e)(f) that are no longer up to date shall be
cancelled by the company secretary, if any, or by the management, in a clearly visible manner, but taking
care to ensure that it can still be read, and the person responsible shall sign and date the cancellation on the
margin.

7. Any interested party may request that an fact relating to the company be registered in the books.

8. Copies of any minutes or entries in the books shall, within the shortest time possible and in any
case within no more than eight days, be provided upon request to any equity holder or interested party
entitled to examine such copies.

9. The equity holder is entitled to examine and obtain a copy of any minutes or resolution of the
management, provided that three months have elapsed since the date thereof or, before that time limit, if
authorised by the secretary, if any, or by the management, since no risk of damage shall fall on the company
from the disclosure of such information.

10. All entries in the books shall be drafted in one of the official languages of Timor-Leste, and the
annexes to the books may be written in one of the official or working languages of Timor-Leste.

11. The Minister of Economy may approve the imperative official forms for the mandatory books by
ministerial diploma.

Sub-section 11
Company accounts

Article 88
Duration, start and end of the accounting period

1. The accounting periods of companies shall be annual. They may start on 1 April, 1 July, 1 October
or 1 January, and end, respectively, on 31 March, 30 June, 30 September and 31 December, as determined
by the articles of association.

2. If the articles of association are silent on this matter, the company’s accounting period shall begin
on 1 January and end on 31 December.
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3. The first accounting period of companies that adopt an accounting period other than the one
corresponding to the calendar year shall not be less than 6 months, or more than 18 months, without
prejudice to the provisions of tax law.

Article 89
Annual accounts, report and proposal

At the end of each accounting period, the company’s management shall organise its annual accounts and,
except if all the equity holders are directors and the company has no auditing body, it shall prepare a report
on the year and a proposal for the appropriation of profits.

Article 90
Report of the management

1. The report of the management shall describe, with reference to the annual accounts, the condition
and growth of the company’s management in the various sectors in which it operates, and mention, in
particular, costs, market conditions and investments so that the report can provide a clear and easy overview
of the company’s financial situation and profitability.

2. The report shall be signed by all directors, except if refused by a director, the refusal of which shall
be justified in writing in a document attached to the report.

3. The annual accounts, the report on the financial year and the proposal for the appropriation of
profits shall be signed by the directors in office at the time of the submission of the foregoing. However,
former directors shall provide all the information upon request relating to their term of office.

Article 91
Report and opinion of the audit board or of the statutory auditor

1. The annual accounts, the report of the management and the proposal for the appropriation of results
shall be submitted to the auditing body, if any, along with the inventories that support them, within thirty
days before the date set for the general meeting.

2. The auditing body shall prepare the report and opinion referred to in Article 75(1)(f) by the date
on which the calls for the annual general meeting are sent or published.

3. The report shall indicate:

@) Whether the annual accounts and report of the management are accurate and complete, if they give

a clear and easy-to-read view of the company’s financial situation, whether they comply with the legal and
statutory provisions, and if the auditing body agrees or not with the proposal for the appropriation of results;

(b) The steps taken, and verifications carried out, and the result thereof;

(c) The appraisal criteria adopted by the management and their suitability;

(d) Any irregularities or unlawful actions;

(e) Any amendments that should be made to the documents referred to in paragraph 1 above, and the

reasons thereof.
4. The provisions of Article 90(2)(3) shall apply to the report and opinion of the auditing body.

Article 92
Issue and public subscription of bonds

1. In relation to companies that issue bonds or seek public subscription, the accounts shall also be

subject to an opinion issued by an auditor or auditing firm independent of the company and of the statutory
auditor or of any other audit board member.
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2. The provisions in the preceding paragraph shall apply to the companies operating permanently in
Timor-Leste, although their statutory office or principal administration is not in this country.

Article 93
Examination of annual accounts

The annual accounts, the report on the financial year and the proposal for the appropriation of results, along

with the report and opinion of the auditing body, if any, shall be made available for examination by the
equity holders at the company’s registered office, during office hours, as of the date on which the calls for
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Article 101
Registration and publication of the resolution

A resolution approving the reduction of equity capital shall be registered and published.

Article 102
Moment when capital reduction becomes effective

The capital shall be reduced upon the registration of the resolution thereon.

Avrticle 103
Protection of corporate creditors
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1. The draft merger shall be submitted to the resolution of the equity holders of each of the merging
companies, at a general meeting, irrespective of the type of company; the general meetings shall be
convened, once the merger project has been registered, within at least thirty days as of the date when the
call is sent or published, pursuant to paragraph 2, whichever date is later.

2. A public notice shall be published, pursuant to the business registration law, informing that the
merger project has been registered, that both the project and ancillary information is available for
examination at the registered office of each company by their equity holders and corporate creditors, and
informing on the dates scheduled for the general meetings.

Article 111
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3. If any of the merging companies has several classes of shares, the merger resolution of the
respective general meeting shall only be effective after its approval by a special meeting convened for each
class.

Article 114
Participation of a company in the capital of another

1. If any company holds an equity interest in the capital of another company, it shall not have more
votes than the sum of those of other equity holders in the resolution to approve the merger project.

2. For the purposes of the preceding paragraph, to the votes of the company shall be added the votes
of other companies, controlled by or subordinated to the company pursuant to the provisions of Chapter 1V
of this law, as well as the votes of persons acting in their own name but on behalf of some of these
companies.

3. As an effect of a merger by absorption, the acquiring company shall not receive its own shares or
quotas in exchange for shares or quotas in the company being acquired which are held by the former or by
the latter, or by persons acting in their own name but on their own behalf of any of these companies.

Article 115
Right of resignation of equity holders

1. If the law or articles of association give the equity holder who has voted against the draft merger
the right to resign, the equity holder may request, within thirty days following the date of publication
provided for in Article 117(1), that the company acquire or have a third party acquire its equity interest.

2. Unless otherwise provided in the articles of association or agreement between the parties, the value
of the equity interest shall be set by an auditor not associated with the merging companies.

3. The company shall pay the set compensation within ninety days, otherwise the equity holder may
request its winding up.

4, The right of the equity holder to dispose of his/her/its equity interest by other means shall not be
affected by the provisions set forth in the preceding paragraph pq
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Article 118
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Where the period provided for in Article 117(2) has expired without any opposition being filed or any of
the facts mentioned in Article 118(1) having occurred, the management of any of the merging companies

or of the new company shall register the merger.

Article 122
Effects of the registration

When the registration of the merger is effected:

(
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Article 128
Concept and types
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(m) The attribution of the contractual position of the company or participating companies, arising from
the work contracts concluded with its employees, which shall not be terminated as a result of the demerger.
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1. The provisions of Articles 114, 123 and 124 shall apply mutatis mutandis to the demerger-merger.

2. The provisions in Articles 133 and 134 shall apply to the demerger-merger if the demerged
company keeps its legal personality, and the provisions of Articles 122, 125, 136 and 137 shall otherwise

apply.

Section X
Conversion of companies

Avrticle 142
General principles

1. Any company may, once it is formed and registered, take a different corporate type, unless
prohibited by law.

2. Civil companies may be converted into commercial companies provided they take on one of the
types provid