THE LEBANESE GOVERNMENTG& FINANCIAL RECOVERY PLAN
0 EXECUTIVE SUMMARY 0

1 The Lebaese ecaromy isin free fall. Aninternational finandal rescue package is urgently neededto
baclstop therecession and create the condtionsfor a rebourd. In parallel, a quick ddivery on long-
awaitedreform measuresiscritical to help restore confidence

1 Theinternational community will provideresourcesto Lebanononly if the authoritiesare able to
propcse andimplementa comprehensivereform programthat creates the recessary conditionsto the
rebound(structural reforms) and addessesall theimbalancesaccumulated oser the mast de@desto
eliminate their heavyburden onthe econamy

1 The form programaims at protectingthe parest segmerts of the ppulation fromthedire
corsequercesof thecrisis. Extensive social safety netswill be createdwith theassistanceof
development partners to provideincome sppart, until Lebanorreturnsto sdid growth and most of
its populationrisesabovepovety line

1 Thegovernment budgetwill berebalancedthrough better tax calection, recovery of stolen assets,
taxreform aiming at targeting segmats of the population with highincometo reduceinequalities,
enharted spendng efficiency and better publi ¢ financial managementThe giick implemantation of
thereform of Electricité duLiban (EDL) and dher state-ownedenterpriseswill alleviate the burden
onthebudget while suporting therecovery with more efficiently run utilitiesto back private
ertitiesddevd opment

T The public debt will be restructured to restore the gorernmernés solvercy andcreate the recessary
buffers to protect public financesfrom future adverse shocksand secue alongperiod of econonic
growth

1 Sructural reformswill cover all sedors of theeconary to unleashthe growth patertial, makeit
sustainable, and create jobs. Thefight against corruption will lower the aost of doing businessin
Lebanonpring decisive improvenent in the tusiness climate, and aeae favorable corditionsfor
private sector development

1 Compditiveness will bestrondy improvedby the aljustment of the Lebanese Pound to the narket
rate in the nearfuture. Theexsting dual exchangerateis ot suitedfor thelong-term remvery ofthe
Lebanee econamy. The governmait planis based on anestimation of a rate of 35 0 OS$LBP.
Mitigating measures will remain in placeto protect the poorest segmaeits of the pulationfrom
inflationary pressures.

1 Thefinarcial system, caering conmecial banksandthe catral bank, will berestructured in afair
way. Andsinceit is undrstoodthat external sypport will not be available to cover pastlosses, the
reform programwill be geared toward nminimizing the remaininglosses in thesystem in @derto
boostecaomic recovery
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1 The cetral bank balance sheet embedsarge lossesthat have to betackledquickly to retuild a
credible momtary systemand scure corfidencein thesystem

1 The baking sector isfacedwith large losses onits credit portfolio, sovereign holdingsandits very
large exposue to BdL. A&knowledging theselossesis a prerequisite for a long-term sdution, while
andyzing each barkd situation will help determine each onés reeds

1 The aggegate level of lossesincurred by Lebanese entities that haveto be addessed in the program
amountto LBP241trillion®;

LBP73 tillionrelatedto therestructuring ofthe gorernmends debt (lossesgenerated by
exaessvefiscal deficits over a long period of time, andnotably by very highinterests paid to
local banksandBdL)

- LBP66 rillion relatedto BdL pastaccumulatedlosses (losses generated by lossmaking
transactions amedat preservingthe pegandmaintain a high ddlar inflow, including the
finandal engineaingsince2 0 1 6 )

- LBP40 rillion relatedto banksblossesontheir credit portfolio (losses relatedto non-performing
loansgererated bythe recession)

- LBP6 Zrillionof net losses onthebaancesheets of BdL andthe baks The losses wil
materialize in the balancesheds ofthe BdL andthe banksbased onan estimation of the
Lebanae Poundat therate of 3 80 USSLBP

- LBP1 7t7llion agyregatedlossesin the BdL balance sheet

- LBP64 rilliondirect aggregatedlosses in the banksbbal ance sheds

1 In adlition,foreign hodersare expectedto face significantlosses on their holdings of Eurobonds
1 Losss canpartly be nitigated using avail able resources:

- BdLlossescan partly be avered by (i) existing capital baseof LBP6 trillion, (ii) netting against
valuation adjustmentontheliabilities side (assumedo corstitute permanent reservesand to be
denomimtedin US$terms) of LBP36trillion and (iii) a transitory negitive equty postion of
LBP14 rillion,the equivalentof US$3.%illion or 15% of the exyected 22 GGDP (remaining
lossesof ¢c. LBP12 1trillion)

- B a n losegcanpartly becowered by the curent capital base of LBP3L1trillion (remaining
lossesof LBP33trillion)

1 Netremaininglosses: LBP1 5tdillion. These are reallossesthat the finarcial sydemis facedwith,
Bangque du.iban(BdL) andthe banksbconbined

1 Lebanonsfaced with fewavailable gotionsfor deding with theselosses

- lgnaring thelosses would prevent Lebanonfrom berefiting from any meningful inter national
assistance,it would prevent it fromnegdiating a dedt restructuring with foreign bondhdders, it

! The analysis is made based on proformaBDL and commercial banks balance sheds reflecting an exchange rate at LBP3,5 0 per USD.
Appendix 2 provides the main assumptions and BdL& and commercial banks fespective revised balance sheds
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would expcse Lebaonto litigating aedtors, andit would preventany econonic reboundasthe
bankng sctor woud remain heavily crippled

- A bai-out of BdL andthebankswould requre afinancial packagefrom foreign partners that is
highly unlikdy

- Sripping Lelanonof all of its remaining assets woud notbefair on the vast majority of citizens,
doesnot solve the solvahility issueand jeopadizesLebanors future andits ability to rebound

1 Ramaining available qotions are limited. ThePlan proposes to mitigate the rermaining losses
through:

- Mobilization of resourceshby the government through (i) recovery of stolen assets thanksto
forensic workinitiated bythe Govenment (ii )recovery of deposits evadedfrom Lebanonin
breachof the capital controls (iii) excessive dvidendspaid abroad by the baksoverthelast 5
years(iv) financial engineering proceeds

- Recoer excessiveinterest income ervicedby the tanksto depaitors

- Using some ofthe state assets (land, real etate, sate-owned eterprises, etc.). This gotion would
raise seriousissuesin terms ofinter-gererational equity. However, a beiter maragemenif some
specific state assets could geneiate incomethat can partially beallocatedto loss absaption

- Absoiption of BdL losses by thebail-in of banksddeposits and Ms at BdL, and other means

- Usereal estate and land onbanksdbalance sheets attheir market value,and wse their exsting
foreign assets

- Usereal estate owned byBdL atmarketvalue

- Otheroptionsto be determined dowrtheroad
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THE LEBANESE GOVERNMENTG& FINANCIAL RECOVERY PLAN

Thismenorandumhighlights the Lebanese governnentGs comprehensgve macro-finandal programaimed
at resdving desp-seated macro-ecanomic, finarcial and ingtitutional problems restoring canfidence,
booging econamic growth, promding ahedthyfinarncial system and ahieving debt andfinarcial
sustainability. The gosernmentis committedto strengthen Lelanonés cogperation with theinternational
conmunity andhopes for its finarcial andtecdnical supportto ease theimpact of adjustment onthe
popuation andmore specifically onthe mat vulnerable groups, andto achievestrong andsugainable
growthas quickly as passible. Thegovernment is alsoconmmittedto strongly improvethe Léanese system
of governance,chargeits harmful practices, hold everybodyin the public sphere accowntable, and
recover peodels moneyfromwrongdeers.

BACKGROUND AND RECENT DEVELOPMENTS

Lebanonisfaced with an unprecedented ecoromic crisis. Econamic indicaors point to anacceleration
of the cantraction of theeconomy andthe coronaviruscrisis currently aff ecting Lebanonand the wiole
world will only add-up to the dready deepy deteriorated eonomic ervironmert. Outputis estimatedto
have conrractedby 6.9 %n2 0 Xolowinga cantraction of 1 9% in 2018 It will further cortract
massively in 2020 worsened bythe Caid-19 aisis, with dollar shortage putingamassive dagon
norfuel imports and cansumer demand whie diving up corsumer pricesandsqueezing bugnesses.
Unemploymentand pwerty arerisingfast, inflicting unbeaale pain onthe Lebanese popuation.
Average inflation hasalready acceerated sharply since the beginning of the yea, creating therisk of an
uncorirolled risein pricesfudedby cortinuaus defacto depeciation of the Lebanese poundthrough the
paralel market. Thebarking sector is paralyzed. Depsit infl ows have diedup. In November2 0 1 9
barksimposed defacto capital controlsto prevent furtherlarge depasit outflows. Thebudget deficit is
projeaedto widensharply asreverue alledionis calapsing. Pimary deficit is set to reach closeto 4 %
in 20D. In arderto stemthe deletion of international reservesthat have reached avorryinglevel, andin
an dtempt to contain the kudget deficit, the governmentdecided on March 7,20 20 withhold the
repaymentof a Eurobond redemption maturity. Then,on March 23", Lebanonannouncedhatit will
withhold paymerts onall its foreign currency denaminated Eurobonds.

The cumrent severe economic and financial crisishasitsrootsin alonghistory of excesivereiance
on largeforeign aurrency inflows andfailed attemptsto exeaute credible ecanomic pdicies. For
yeas, Lebanonhasrecasived massive inflows of dollar depaitsin the domestic banking sector, equal to
multi ple timesGDP, whichwere not mainly recycledinto the produwctive econany butfudedpublic
sector deficits andhigh levels of consumption. Over the recentperiod, degoly rooted domestic political
econany fadors andingtitutional weaknesses have been exaerbated bya challenging external
ernvironment(deteriorating growth in the Middle East, warin Syria, impactof commodity priceson
remittances, effects of drategic confrontation in theregon) andledto asteadyerodon of confidence.
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Since20 1 Lebanon remains at theforefront of one of thewor st humanitarian crises of our time
and fas shown exceptional commitmentandsolidarity to people disdacedby thewarin Syria, lut
hoding the mostrefugees per capitain the wald (1 . nlli ondisplaced §riansin addtionto 0. Billion
Pdedtinianrefugees) has had a drect and significant impacton Lebanonés social condtionsand econamic
growth: Themass influx worsenedtheareadystretched pubic infrastructure (water and sanitation, sdid
waste, eledricity, € Wwith demandexceelingthecapmdty of ingtitutions to meetneedsandplaced a
burdenon Lebanmés public finarce. Thequality of essential services, including national hedlth and
eduction have been n@atively impaded. Alarge nunberof Lebanese have become uremployed and
have been pshed into poverty. Thisdisplacementcriss has cost Lebanonmore than USD 25 hllion,as
pertherecanition of international institutions.

A popular uprising erupted onOctober 1 That ledto the resignation of the previous gorernmert.
Thelarge danondrationsacross the cauntry and aross all walks of life dananded acessto their
depdaits, an endto corruption, job credionfor theyouth, andbetter standards of livingwith equal
oppatunitiesfor al. Thegovernmentis fully in tunewith thelegitimate damands ofthe popuationandit
promises to respond to their needsand aspirationsasclearly mertionedin the government sbnawgural
statementto parliamert.

L ebanonisfacedwith very large financial imbalancesthat have reached alevel rarely seenin other
countriesfacedwith multi-pronged crisis. Exparsionary fiscal pdicy andan oservaluedexchange rate,
onthebackof massive foreign inflows, have corributedto a persistertly wide external current account
deficit, driven byhigh imports, while exports remained modest, andthe deterioration of the ret external
postion. Theardlysis of the aggregate bdancesheet of the Lelanese financia sector i commercia banks
andBangque duLiban(BdL) combinedi pointsto avery large currency mismatch of c. US$63 hillion,
eg. more than 120% of GDP (using official exchange rate). Thisforeign curencymismatch canno
longer be mitigated byinflows offoreign depaitsthatdried-up over the past monthsand will redisticdly
notrecover in theforeseeable future.

In addition, years of large budget deficits and high inter est ratespushed the stock of public debtto
an unsudainably high level. Weaktax compliancein certain aess, avery geneous pension systemfor
specific groups, poor governance yery high interest burden andhe dronically loss-making eledricity
sector have, anongothers, cortributedto persistent large fi scal deficits. GConsequently, the publi c debt
increasedto ursudainabelevels,risingfrom1l 3 10MGDP in 20120 anestimate of 1 8% of GDP at
end2019. Wth interest paymerts alone accountingfor c.5 0 @ governmentrevenuesin 2 091the fiscal
accounts are stretched too thin to pursueprodudivity enharcing sccial andinfrastructure investmert.

This deepand multi-faceted aisisrequiresimmediate action onseve al fronts atthe smetime. The
Lebaresepeople isfacedwith severa yeas of econamic hardships. It isthe Hstoric resporsibility of the
governmentand @rliamentto swiftly implementthe key reformsthat were delayed for too longandto
fully revamp thereal ecoromy andthefinancial sector to provide hge to the country andseaure astrong
new bginning.

Howewer, thiscrisis cannot and should not be tackled by L ebanonalone. Thecourtry erteredin a
very seriousdarger zonerequiring courageots, tough and panful measuesi ontop of strong sdidaity
among the Lelanese - thatwill bringthelight at theerd of thetunrel. Nevertheless, noreform agenda, as
ambitiousasit could be,can beimplemented whenthe econany isin freefdl. Stabilizingtheeconamy is
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animmedate priority thatrequressutstantial foreign finarcia assistance,urgentreforms andthe
implementation without delay of a full-fledgedfiscal, mongary, econanic andsocia plan.The aly way
outisto regain the trust of the Lelanese peqole andtheinternational community together, andto refuel
andrebuld an emnomy livingon groductive andhigh addel-value sectors, and not on capital inflows.
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A. PROGRAM OBJECTIVESAND STRAT EGY

In theface of the dire emnomic, social and financial situation, the govenment has designed a
program that is credible, bold and comprehensive to restore confidence, gather urgentforeign
support and put the country back on along-term sustainable growth path. The programaimsto
addessforcefully financial andfiscal imbdances, bring down the arrent accaunt deficit, put the public
debton afirm downward path, restore the stability of thefinancial seaor and restore confidenceincluding
by strengthening governarce, fighting corruption andreturning stolen assets, rebuild asustainable ad
growing econany and povidereliable sacial safety nes. The governmenthasevery intertion for the
programto swcceedwhile al ocaingfairly the @st of accumulatedlosses and sparing the mostvulnerable
groupsfromits kurden.

The Government& method for implementing the reformswill be to continuoudy define, promote
and follow-up on theimplementation of concepts, pdicies, procedures, measues, lawsandadions
leading on onehandto the sustainald e creation of value andobsand, orthe otherhand,to the sustainalde
reduwctionin the budget andthe balanceof paymentdeficits.

The program rests onnine central and interr elated pillars:

1 Revampingthe pego lessen thestrains onthe balance of paymerts and improve canpetiti veness

1 A comprehensve debtrestructuring strategy thatdedsively addessesthe debtoverhang

1 A comprehensve restructuring of the financial systemto addess decisively accumulated FX
mismatchesat the central bankandin the barking sector, revealthe anbedded osses and re-focus
aresized kanking systemon thedistribution of credit to the private sedor

1 A strongphasedfisca adjustmert, focused onimprovingtax canpliance,streamlining
expertiture andreforming the public sector, including reforming Electricité du Liban(EdL)

1 Growth-enhaning reforms that include measues and lawsthat would adjust the socio-econanic
modelthatincludesradical correctionsin the dstribution of GDP andthe structure ofthe current
account balance.Reforms will promote aproductive econamy, provide acondicive ervironment
for busness andinvestmert, increaseproductivity andreduwce asts, which in turn, would enharce
the compditivenesof the Lebareseeconamy and paticipate in thereduction of the kalance of
paymentdeficit

1 A sccial sector reform agendato improve sodial indicators and strengthenor develop said safety
nets to protect the mostvulnerable segmerts ofthe ppulation

1 An ambitiousnational arti-corruption strategy, addessingtheroats ofamajor impedmentto
growth andsodal justiceard dlowingfor retrieving the largest possible part of the ill-gotten and
stolenmoney

1 An ernvironmena reform and anationa sustainable developmentstrategy to preserve the
ernvironmertal idertity of the country andsustainably usngit asa socio-econanmic ergine

1 International financial assistarce at favorade termsto close the large external financinggap and
financethe developmentof theinfrastructures that are necessary to sugport the growth ofthe

econany.
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B. FOREIGN EXCHANGE POLICY AND BALANC E OF PAYMENTSDYNAMICS

1 . EXCHANGE RATE AND MONETARY POLICY

The current sudden-stop in inflows that used to financelarge current account deficitsin the past
now exerts heavy pressure onBdL FX reserves. It forcedtheintroduction of defacto capital
controlsand triggered acontinuous dep eciation of the paund in the parallel FX market. The
signding of massive moneycredionthrough a pogram of de-dall arisation of theeconany by BdL
reaently exaerbatedthat trend. Thepegto the US. dall ar thathasbeenmaintained over decadess now
impossible to restore andmust be revampedaspart of the Gavernmentprogram. Thisis al themore
necesary becawse the pegresultedin the building-up ofalarge realovervaluation of the Lebanese pound
that participaedin the crowding-out of theindustria sectoré development. Foryeas, the lackof
compeitivenesof the Lebanesecomparieshaspreventedthe emergence ofa produdive anddiversified
econanic basein Letanonand eécouragedthe corsumption of imported goodsthrough atificialy
inflated purchasing power.

The eisting dual exchange rateis notsuitedfor thelong-term recovery of the Lebanesescoromy,
becauseof its dstortionary nature and thelimited availability of FX resourcesin the parallel
market. The wideninggapfuded byrecent BdL initiativesbetweenthe official rate andthe pardlel ratei
currertly around 4 1 Q8 asouceof scciad inequalities and could leadto the energence ofecanomic
rensfor accessingthe dllar attheofficia rate, thus prolonging anareadyinefficientsystem. Besides,
the de facto capital controlsimposed bythe kanks are exacerbating the scarcity of FX, thusprevertingthe
emergence ofafunctioning parallel marketand are diving parallel ratesto record highs. Theparalel
market doesn al ow for the developmentof a balancebetweenFX demand & supply and woud put a
severe dragonthe recovery. It is notsuitedto providethe sufficient FX resourcesthe eonomy needs
overtimeto rebaund andgrow again.

The Lebanese pound will be readjustedin the foreseeable future. It will enhancetransparencyand
improve liquidity in the forex market andsend astrong signal in support of therebdancing of the
econany. A depredated excharge rate will reducethecurrentaccountdeficit. Combined wih structura
reforms, it will improve competiti veness, whichis essertial for boasting production andexports. It will
encarrage thedevelopmentof promising sectors, such aslT, mandaduring, agriculture,in addition to
Lebanamés traditional sectors such as finance, tourism, and castruction. The GavernmentandBdL will
cortinueto pay special attention to priority imports (whea, medcine, gasoling) and take necessary action
to protect the poarest segmernts of the popuation.

The exchange ratewill be set at aleve that will both ensurethe return to sustainable current
account deficitsin the medium term, andthe correction of real exchangerate misalignment. The
level of the parall € rateis alsoan importantindicator to monitor and will inform the padicy decision,
beaingin mind thatthe capital cortrols, thelimitedsize of current parallel market andtheresuting buil d-
up ofunmet demand(f &cklogod )s presumally driving the paralel higherthanwhere it shaild normally
be (fovershamting eff ectd). Existing studiessuggest, dgpendng of the methoddogy used, areal
overvaluaion of the Lebanese ppundof ¢. 30% to 60%, the higherbound estimate being assessedas
necesary to dosethecurrent gap ofthe baanceof payments. With recent events pointing to an
ac@eration of the REER misalignmert, we estimate in this paper thatthe rate usedisreasonalde. The
governmentplanis based on this assumption.
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Going forward, the gozernment intendsto moveto a moreflexible exchangerate. FX exdcharge rate
will besetin awayto preventrenaved real appreciation andpreserve canpetitivenesge g. manajed
float or crawling peg). BdL will implementanexchange rate policy that will ensure that adjustable FX
rate will reflect inflation dfferertial with major currencies. A gradual depreciation of the currencyof c.
5 %per annumis assumed during the forecasting period. Ultimately, the stakility of the newexchange
systemwill result fromthe successful correctionin the currentaccountdeficit andstructura shiftsin the
structure of theeconamy.
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Another pressing issue isthe cantinuation of capital controls. De facto capital cortrols implementedat
thelevel of individual barks are saurce of unequal treamentof depositors asloopholesremain. The
governmentwill take adion in theshort termto ersure afairerandmore canprehersive implemertation
of capital controls. Capital cortrols will remain in place aslongasfinandal stability remainsat risk. They
will bedismartledover time whenthefirst positive signs ofrestored confidencewill materialize asa
result of thedevaluation, the flotation of the pounl, the restructuring of thefinancial sedor, andthe
implementation of government&s reforms. We assume agradualliftingstartingin 20 2 Therestoration of
depaitorsdconfidence will ertail, for aninterim period, the aceptanceof net deposit outflows as the
restoration of freemovemerts of capital will be reaffirmed. It is expected, howvever, that net positive
inflows will resume only overtime, conributing to the stahili zation of the poundandthe re-accunulation
of BdL internationd reserves. It is rot expected, however, that depost inflows will recoverto their pre-
crisislevel asLebanorwill notreficate the failed banking model of the pastandtrarsit to amore
sustainal e structure of the baance of payment.

Finally, monetary policy will seek to control and gradually reduceinflation to lower single digits
over the medium term. This will support real incamesand eimance external competitiveness. We expect
average inflation to spke in 2020 dudo the pass-through fects of the FX devaluation. Going forward,
BdL will progressively phaseout mondary finarcingto puchase T-Bill s as the recovery takesplaceand
foreign assistance will offer freshresourcesto coverthe remaining fundng needs of the governmert.
Oncethe econamy hasstabilized, anewmondary palicy frameworkwil | be set-up byBdL to focus on
mondary base targetingusngindirectmoneymarket palicy indrumerts. Reserve money will reflect BdL
projedions of market liquidity corsistent with the doseninflation path. Collaboration betweenthe
Ministry of Finarce and BdL through the Higher DebtCommitteewill be strengthenedo incorporate
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pubic sedor flowsin themondary programand deelop cgadty for aralyzing and forecasting high
frequencypatternsfor fiscd reverues, experditures, and financing needs.

2 . BALANC E OF PAYMENTSDYNAMICSAND EXTERNAL SUPPORT

The cash usable reservesat BdL havereached aworry ing level and dl indicators show that the
depletionisnot likely to reverse naurally aswasthe casein previoussmilar (though less
pronounced) episadesof FX outflows. Thesize and duration of currently observedtrendof depasit
outflowsis wique in comparisonto previousepisocdes. With capital controls defacto in placesinceend
of 2 0 lafidtheunprecadenteddire situation of the muntry now widely adknowledged bah damestically
and droad,it isdifficult to imagine Lebanortoming out of such a deep crisiswithout the suppat of the
international community atlarge. It is uredlistic to think thatthetrend of deposits flows will reverseand
that the international markets will reopenfor Lebaron, notwithstardingthe Cavid-19 aisis, without the

strong commitmentto alarge scae andcomprehersive recovery planbaded byinternationally
recagnized eperts.
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External support, in theform of financial commitments but alsoin support of the Government
reform program, is urgently neededto limit the size of the ecaomic contraction, seure basic
imported goods,and restore confidencein Lebanm. The dgoth of the recession, exa@batedin the
conext of the Cwid-19 aisis, will depend onthe availakility of ddlarsto financethe balanceof
paymensin the quesi-absenceof private capital inflows (exceptfor remittances). An evenmore severe
contraction of imports would have adevastatingimpacton theemnomic ouput, leadngto a severe
deterioration of sacia indicators and the risk of a protraded recession. It is urgent to breakthis vicious
circlewith the amouncementof amassive external finandal support to badstop the eonomy, made

condtiona upontheimplementation of a canprehensive recovery planakle to redore confidenceand
reversethe current trends.

Net External financing needs owr the next fiveyears are projededat c. US$L0 billion under an
optimistic economic scenario of gradual ecoromic recowery and the siccessful restructuring of the
Governmentforeign currency dét. In this baseline scerario, which enbedsalarge andrapid
internationa suypport, we asume a gradualcontraction of the aurrentacountdeficittoc.5 . @92 0 2 4
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whentakingit into account theimpactof the publi c debt restructuring, dlowingthe ecmomic recovery to
materidize within areasanalde timeframe. We asume pat of theinterndional suppatin2 0 2vidl take
theform of emergencyassistance provided bythe IFIs to sipport spendngrelating to the GOVID-19
crisis’. Gross cumulative externa fundnggapis projected atUS$2 &illion. However, we asume that the
externa debt default situationis curedin 2020with a successful public debt restructuring, endling
corsideralde savings in the external debt service andagradualreturn to international cagtal marketsin 3
yeas Bme. Wefinaly assume tha, after unavoidable initial depasits autflowsin 2021 orme the cpita
controls are progressively lifted; private FX inflows gradudly resume with thefull clean-up ofthe
barking sector, including BdL.

Table 1: Balanceof Payments (in US$m)
Estimate Projections
209 2 00 20 202 203 204
Current acount (1 24 (355 % (2835 (2,579) 2, &y (2,36 2
% of GDP 23% | (13% (9 4%) (8.3%) (7 7%) (7.1%)
Goods balance (1 365) (761 %) (743)1| (B12)1| (887Y (9,63 2
Services balance 19 1,406 1,950 2,450 2,900 3,350
Income balance (143 B (6 % (381) (237) ( ao) 19
Current transfers 2,881 2,717 3,028 3,330 3,621 3,902
Capital acourt 99| 66 66 66 66 66
Financial acount 7,635 (389 B (948 B (352 % (959) 7%
Dired investment 1,534 14 32 49 64 77
Patfolio investment 1,641 (1,06 2 (944) (878) (709) (633)
Other investment 4,460 (298 » (886 B| (314D (® (213)
Reserve assets (depletion) 2,390 6,782 1 B50 543 5 2, &8 1,768
Extemal financing requirements (cumulative) 6,782 1 832 2 B68 2 ®15 2 884

Sources: Banque du Liban, Lebanese Authorities

External support in theform of a program supported by international multilateral institutionsis
expededin sucha dtuation and constitutesa realistic and efficient way of restoring confidence.
Investors and olservers are reminding the governmentthatthe IMF in particular has beencreaedfor the
exact purposeof supportingits members going through severe balanceof paymerts (BoP)crises, and they
are expecting Lebanono call onthe IMF to tadkle thecurrentcrisis, as numerouscourtriesdid in similar
circumstanas. In ther view, this wouldimmedately trigger a shockof confidence andsend theright
signal both domestically and alpoad dout the Lebanese governmentbeing committed to deal forcefully
with all aspects of the aurrent crisis. Thiswould aso govide strongbadingto thediffi cult decisions that
thegovernmentwill have to take evertually andthat could otherwise be badk-loaded The Garernment
bdievesthe present planisagood baisin caseof negotiationswith theIMF, andit will keepstrivingto
minimize the rarm onthe Lebaresepopulation duringthe orrectionyeas.

The danor and lender communitiesare unanimoudy saying that a multilateral interventionin

L ebanonwould catalyze additional external financial support, in the framework of the Conférence
écoromique pourle développement par lesréformeset avec lesentreprises (CEDRE) and beyord, and
would also help achieve asuacessful public debtrestructuring. The positive spill over dfects of an

2 On March 12, 2020, the World Bank hasapproved a reallocation of US$4 million under the current Health Resilience Prgect (US$120
million) to support Ministry of Health. IMF could lend asper the current mobilization of emergency finance schemes currently deployed al over
the world in closecoordination with other IFls.
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IMF program are also nunerous. Though the IMF would most probably notbeableto provide by itself
suficient resourcesto cover al externa finandng needs of Lebaron for the rext five yeas, even urder a
so-cdledf eceqtiona accesso it will unlock other sizeale podkets of available fundsfrom multilateral
or bilateral partners that would becorditionedto the successful implemertation of the IMF program. In
addtion, débdt discussionswith bondholders will befacilitatedin the cattext of an IMF program (some of
themindsttheywill smply notnegotiate absent such aprogram), asit would provide an archorfor
negotiations, with clear sustainability targets anda methoddogical frameworkto rely on. Investors will
befar more willingto accept afacial reduction of their debtif theysee aedble recovery valuein what
theyare left with.

A Lebaneseaecovery plan outside of an IM F program that would not tacklefully all theimbalances
inherited from the pastwould fall shart of the main objective of giving afresh gart tothe Lebarese
ecoromy while putting it on a vieble long-term trajedory (see appendix 1 for a daaileddiscussion).
Thisis mainly dueto the unwillingness oftheinternaional community to canmit the extensve support
needé, while at the same time the very large accunulatedlossesin the Lebaresefinarcial systemwould
notberestructured andwhile nointernational frameworkwould be pit in place to monitor reform
implementation overthemedumterm (foreign danors are well aware that previous experienes have
shown dackof capecity from Lebanee governmentsto canduct reforms as dannedin the context of
internationa sypport packages).

In the here-after described macroecanomic scenario, external support from various sources are
projectedto total c. US$LO0 billion over 5 years (in addition to CEDRE funds) and will be
complemented asneededwith contributionsfrom bondholders in the context of the debt
restructuring and astrategy of returning to the international capital marketsin the medium run.
Tota contradual debt paymerts to Eurobondholderswere projededat ¢c. US$19-20 hilli on overthe next
five yeas before the defaut®. Regardless of the nominal discount, the negotiation of a5-yeargrace @riod
on principal andthereduction of couponto aminimum level during that same peiod would fill an
addtional US$15-18 Lllion of the projected US$2 illion BoPfinarcing requiremerts. The rest of the
gapi besidesexterna supporti will becoveredby a strategy of gradualre-accesgo the market asthe
Lebareseeconamy recovers and the credit rating improves, aswell astherisein FDI thatshould be
fuded bytheemergence ofa newlLebanese econamy. The overall amountof extemal support could be
higherin caseof stricter benchmarks in terms of net foreign assets accumulation by the cetral bank
(recorstitution of higherinternational reserves).

3 This amourt combines debt payments to foreign holders of Eurobonds aswell as locd banks. However, as per the BoP
methodology, payments made tolocd holdersin FX generate capita outflows in the financial ac@munt on top of the outflows
related to payments to foreign holders. All others things being equd, they translate into reduced international reserves.
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C. MEDIUM-TERM MA CROECONOMI|C FRAMEWORK

Themacroeconanic scerario that is described tereafter makesheassumptionsthat (1 Jebanorwill
bendit pronptly from the requiredexternal financial suppat to serveas a bakstop to therecession, and
(2 Lebanorwill successfully implement thecomprénensve packageof reforms and desisive actionsthat
are describedin this document, be it relatedto thefiscal consdidation, ddst trajectory, structural
reforms,financial sysemrestructuring, thereform ofthe FX gstem,thesccial safety net, the growth of
theeconomyor therelatedinfrastructure rehahlitation and ave opment. Themacroeconamic scenaio
depctedheredter reliesonrealistic but rather favorable developments, and ane shoud keepin mind that
any ceviation from tis plan codd resut in far worse outurn of imports contractions,real GDP growth,
inflationrate, andbudget performancefor 2 0 2r@vards.

Following apreliminary projection of real output contractionsof -1 3 %in 2020 and-4.4 %in

2 0 2tHe ecaomy will then gradually recover and reach 3.1 %real growth by 2024 k&fore
stabilizing atan estimated 3 %growth potertial in the longer run. Therecovery will bedriven by
externa suppart to limit the cortraction in imports anddomestic consumption, apublic investmentpush
in the cantext of the wnlocking of the CEDRE canmittedfinancing andtheimplemertation of a wdl
prioritizedinvestment planthat would backprivate sector developmentandfocuson key areasthe
implementation of a canprehersive ro-growth reform agenda, andompetitive gains achievedthrough
the devaluation of the currency. Theprivate sedor is asoexpededto gradually adjust to the new
environmentby reducing cogs andreorienting production towardsthe external sector andimport
sulstitution. The average inflation is expectedto spike at53% in 2020dueto the passthrough effects of
the exchange rate depreciation. Infl ationary pressureswill gradually declineto 6.2 %y 2 0 2 4 .

Fiscal policy will be driven by an ambitious, albeit necessary, fiscal consdidation plan gread out
over 5 yeas. Primary budgetbalancewill beimprovedfrom-0 . 920 1t6 16%in2 0 2réflectinga
A drmestic primary surpluso of 3.8% excludingthe pation of capital expendituresthatwill be self-
financedexternally with the uocking of the CEDRE exernal finandng commitmerts, therefore
reflectinga muchtighter primary surplusobjedive. These anbitiousfiscal consolidation eff orts, together
with the sharp reduction of the public debtinterest bill that will be adievedthrough debtrestructuring,
will aim at putting the debt-to-GDP ratio ona clear downward trgjectory with aminimal harm onthe most
fragile.

Overall government deficit isprojectedto narrow from1 1 . 8f @DP in 2019to 5 3% in 2020 and
furtherto0 . 7b%62024, under a set of illustrative debt restructuring assumptions (as further
describedin sction D.2). Neuralizing the effectof the dsbursementof CEDRE finanangwould reflect a
bdancedoverall budget asealy as2 24 Underthis set of assumptions,the dekt-to-GDP will decline
steadily froman estimated176 %n 2019t09 2% by 2024 andurtherto 8 2% by 2 072Fiscal

corsoli dation measueswill be unarpinnedby core structural reformsd fiscal responsbility legislation,
certral treasury manggement, andpubli c bodiesandemploymentreformsd that entrenchfiscal discipline.

Weak domestic demand aswell asthe aurre ncy depreciation will reduce imports of goads and
services substantially . Whil e exports offinarcial andother businessservicesare expectedto be severely
affeded bydevelopmertsin the barking sector, pditical stability andimprovement in infrastructure caild
boast tourismrecepts beyond 2020when travel bansimposed in the cantext of Covid-19 aelifted.
Lebanmé econany hasshown agoodtrackrecoord in recoveringif soundpoliciesare implemented, and
potential for highergrowth startingin 22 is significant.
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Table 2: Medium-Term Outlook under the Gover nment's Macr o-Economic Framewor k*

Estimate Projections

2 @9 2 Q0 2o 2 2 2 23 2 4

Brent Price, USD/bbi** 6 8 3B 3D 3q 43 45
USDALBP Exchange Rate 1,508 3,500 3,684 3,878 4,082 4,297
Depredation 4.7% 5 ®% 5 9% 6 1% 6 3% 6 4%
Red GDP Growth, % (6.9%) (1 B%) (4.4%) 1.6% 2.9% 3.1%
Nominal GDP (LBP billion) 7 219 9 @12 1 1,441 1 0,215 18,921 1 2,360
Nominal GDP (US$ billion) 4@ 2 ® 3@ 3D 32 33
CPI Inflation, % 2.9% 5 D% 2 3% 6.6% 6.4% 6.2%
GDP Deflator, % 0.4% 3 8% 2 2% 6.2% 5.8% 5.5%
Budget Primary Balance, % GDP (0.9%) (1.5%) (3.0%) (2.3%) (0.2%) 1.6%
Overall Budget Balance, % GDP (1 B%) (5.3%) (5.6%) (4 93 (2 9% (0 .%J
Genera Government Debt, % GDP 1 3.6% 10 % 9 1% 1 0.4% 1 2.1% 9 2%
Current Accourt Balance, % GDP (2 3%) (1 I%) 9 .9 (8.3%) (7 .%J (7.1%)

Sources: LebaneseAuthorities, Bloomberg

* Al figurestaking into consideration the impact of externally financed capital expenditure achieved through CEDRE aswell as the public debt

restructuring (as described in section D.2)
**Source: Bloomberg asat 22 April 2020
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D. ECONOMIC POLICIES

1 FISCAL POLICY

Thefiscal component of the reform package should aim at reaching aprimary budgetsurplus of c.
1. 629% Z2eduivaentto c.3.8 ¥%upluswithouttaking into cansiderationtheimpactof externally
financedcapital expenditure atievedthrough CEDRE. Thisreaquires, in addition to reducing the
electricity transfers, rationdi zing thewage kll and autting all inefficient currentspendng, increasing
budgetary revenwes bycurbingtax fraud andevasion, fighting smugglingaaossall points of ertry,
increasing the compliancerate, andrevampingthe ertire tax systemto make it fairer and heaier for rent
incame. In arderto preserve the mostvulnerable segmerts of the popuation, a cmprehensve safety net
padage will be implemented, with cashtransfersto the poarest, andedication and hedlth adegiate
measuies.

The govenment intendsto introduce a sugplementary 2020 budgetin the next few monthsto put
public finances on asugainable pah. In this context, the governmentis committedto subgartially
redwingtheoverall primary deficit through a canbination of corrective revenueand spending measues.
Thecombinaion of therapidly deteriorating andunstable econamic ervironmen, leadingto a sharp fall
in the compliancerate, andthe dropin taxes oninterest incame are expectedto drive thetax to GDP ratio
froml 6 . & &GDP in2 @9to 13.6 %n 202 OBeyond thisyea, we expect tax revenuedo increase
steadily to reachl 2% of GDP by2 0 2T#egovernment sdrimary spending, excludinginterest on debt,
is expectedto shrink fromabout22. 4 66GDP in2 @9to 17.1 %y 2 0 2sdmported bya declinein the
wage [ll andthe gradual removal of electricity transfers.

Table 3: Medium-Term Government's Fiscal Consolidation Path
Estimate | Projections

2 09 2 Q0 201 2@ 2 03 2 04
Total revenues, % of GDP 2 B% 1 2% 1 5% 1 8% 1 8% 1 8%
o/w tax recepts, % of GDP 1 6% 1 3% 1 3% 1 &% 1 D% 1 2%
Total primary expenditure, % of GDP 2 2% 1 9% 2 1% 2 ®B% 1 8% 1 7%
o/w wage bill, % of GDP 13% 1 1% 1 0% 1 0% 9.7% 9.1%
o/w transfers to EdL, % of GDP 2.9% 2.0% 1.9% 1.4% 0.7% 0.0%
o/w CEDREspendings, US$ billion - - 0. 3 0. d 0. 4 0. 7
. . 5
'(I)’fotc?lljpl;nmary expenditure (exd. CEDRE),% 2 2% 1 9% 1 3% 1 8% 1 &% 1 8%
Primary balance, % of GDP (0.9%) (1.5%) (3.0%) (2.3%) (0.2%) 1.6%
Primary balance (exd. CEDRE),% of GDP (0.9%) (1.5%) (1.9%) (0.1%) 2.0% 3 .98

Source: LebaneseAuthorities

This medium-term fiscal srategy(MTFS)will be adopted by the government and approved by
Parliament by end-June 20 Q. It will includethefollowing revenueand expendture measueswith a
view to dstributingfairly the budenof adjustmentand to avoidingto the extent possible anyaddtional
impactonwage earners and the poor.
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a. Expenditure Rediction Measures,

Expenditure measures are expededtoyield 4 . 50845DP by 2 0 2while anaverage US$ 5 Onili on
peryea, or approximately 1 5% of GDP, will be spent for safety nesin view oflimiting the negative
impactof fiscal consolidation onthe mostvulnerade parts ofthe population. Thefoll owing measueswill

beimplemened:

1 Eledricity sedor r form: budgetary trarsfersto EdL amourtedto USEL.  Billionin 2019,
equvalentto 29% of GDP thusrepreserting a heay burdenonthe budet

(0]

Thegovernmentplansto diminae EDL subsidiesas soon aghe EDL planapprovedin
April 2 0 Isdmplementedandeedricity is provided24/24 hours perday. Tariff will
increase gradudly with the geneation. The government will cortinueto implementthe
measuesaiming atimproving efficiency, expamling capadty, andreduwcing waste and
theft

1 Meaarestargeted atthe wagebill reduction: The governmentis committedto rationdizing
public seaor employmentwith aviewto improving effi ciency andreducing cost. Theobjective isto
bringtotal persomel coststo 9 . 1oP@DP by2 0 2hdbugh thefollowing measues:

(0]

O O o o

Freezing of headount of military personnel andpromotion of military personnel
condtionedto empty postions

Redudion of the numberof contractuals (5% p.a.over5 yeas)

Freezing on the newhiring of public enployees:afreez on pulic sector hiringwill be
imposd andthesize ofthe pubic sedor will shrink due to attrition. As several
thowsand pblic sedor employeesare expectedto retire in the coming yeas, ory those
who aein critica positionswill bereplaced,yieldingimportantsavings.

Revision of the @ackage of bendits

Revisitingthe numberof emnamic andmilitary attaches

Introducea cap oncompersations,andeliminae double dipping

In orderto miti gate theimpactof high inflation onthe purchasing power of civil
employeesthe governmentasointendto compersate for thereal depreciation byone-
off increases of nomina salariesto bedetermined onan ann@l basis based onprevious
yearinflation estimate figures

In additionto the alove-mentionedmeasur es, the govenment will complete a censis of all
govemment and public enterprisespositions, compensation, and description of function, and
create andmaintain a canprehensive database of employmentand canpersation in the public sector,
updding on aregular basis the census information. This should allow further reduction ofthewage hll
costs in the medumrun through areduction of ghostworkers, rationali zation of salariesand tendfits,
andremoval of nonessential positions.

9 Pension Reform: Thefiscal cost of the persion systemin Lebanm, especialy for thearmedforces,
isvery high byregionaland international standards and islikely to increasesharply overthemedum
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andlongterm. Thisreformis apriority because of its sodal, econamic, andfiscal impad. In 2019,
persion related expenses represerted 361% of total persomel costs or 4 7% of GDP. Theobjective
will betoredweit gradwllyto 2 . 2R@DP by2 0 2T4efollowing measuesare catemplated:
0 Revisonand proper implementationof measuwe  ininet30 relatedto military
retirement. Calculation rules for mili tary retirementwill beaigned onotherregimes
for fairnessand wst effectiveness
0 Abdishmentof theealy retirementscheme
0 Revisonof therulesfor trander of familial alowancesafter death, treating girls &
boys the same way
In addtion, the Governmentwill initiate acomprehersive review ofthe pensionlaw, andon
introdwcing univer sal health coverageto all citizens.

1 Redudion of transfers to other SOEs and public bodies

o0 Rationdization, strengthening andreform of LebanonGs pulbdic ertities (e.g. railways &
pubic transportation, LPA, universitiesé ): Thegovernmentwil | perform thereview of
73 pulbdic ertities and devise aplanaimed atmerging entitieswhenfeasible, to baster
efficiercies, reinin salariesand beefits, andrationdize operational cogs, wtile
closing other obsdete entitiesandeiminae redundanceswhen deemedrelevant

0 Re-negotiation with NSSF of the arrears cleaarnce schedde andinterest charge: current
reimbursementschedule over 1 Qrears and prohibitive interest rate of ¢. 6to 7% will be
rengyotiatedfor longer period andreducedinterestrate

1 Redudion in domestically financed caital spendng
o Domesticdly financed @pital expendture will be rogressively replaced with foreign

financedcepital expendituresi in particular through the ulocking of CEDRE resulting
fromthe aithoritiesbimplemerting this ambiti ous reform agendaand déining clear
prioritiesi andPrivate Public Partnership projeds and BOT projects whenappropriate.
This will alow afurther redudion of the LBP-denaninated budget primary deficit and
therefore of theinflationary monedary finandng by BdL without redwcing the much
neededgoital expenditure andinvestmentto restart growth

9 Other expenditure reduction measures:

0 Review ofschool alowancesandof alowancesfor al puldic seaor employees
(provided thatrevised dlowancesare no less than the cooperative berfits of
governmentemployeesthat shoud not be affected)

0 Rationdizing of other current experdituresto limit wage

0 Reformingthe public expenditure manaementwith the establishment of a centra
treasury marnagementsystem (CTMS) to bring resporsibility for treasiry management
functions urder one gyengy, andthe creation ofa Treasury Single Accaint (TSA) to
improve cah managgementand casdidate all genea governmentcashresources
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Thefiscal reform packagewill be accompanied bysodal safety net (SSN) measuresto protect the
most vulnerable groups. Thepoverty rate is alreadyhigh, estimatedat about4 &6 of the population
andis susceptible to an increaseasthe courtry adgts measuesto cane outof the aisis. Financingan
SSN programcoud betaken up bydonasincluding the World Bank in the cotext of a full-fledged
adjustmentprogram. The Bankand dher donors have alreadyprovidedsupport to build a pwerty
targeting systemin Lebanon that could be immedately dedoyedto fundthe SSNorogram. Monthly
cashtransfers will be cansideredfor approximately 200,000 par householdsto cover basic needsand
off settheimpactof theincreasdan some pricesinduding fud.

The Government will discusswith international partners additional sccial policy measuresin
resporee to the deteriorating social conditionsin the cowntry. The objectiveisto enhance and
implementaddtional s@ia safety nets to protect margindizedfamilies, fight poverty in poor areas, and
propcse canmunity plansto improve ther conditionsand povidethe besic servicesto themfrom
eduation, hedlth, and saia serviceswith a special focusfor areasthat witnessed corflicts. Expected
budget amountto US$1bnin 2020,US$15bnin 2021,US$1.3bnn2 0 2arUS$1bnin2 0 2l
US$0.75brin 2024.The Governmentwil | asoinvest in therecentprograms, IMPACT andthenew
SSNP PMT data wllectionin arderto build ardliable database andcontinuausly updae it andverify it
asakeydementto develop focused and eff ective programs with abeter understanding of the needs
andmore focused targetsto actupon(2 0 2) 0t will encourage sugainale investmerts through micro-
credit andpartnerships betweenthe public andprivate sectors, municipalities, donors and NGOs
(continuous); Establish acoordination structure between stakeholders to accelerate thereturn of
displaced Syrian refugeesin order to al eviate the sccial and e@nomic weight on hostcommuniti es and
onthegovernment(see Appendx 3 for more cetail 5). Theestimatedannia costof refugeesis around
an arerage of USD4 . bBlion snce201 1 .

Finally, thefinancing of the measures aiming at supporting the ecmomy throughthe crisiswill
alsobe dscussedwith international partners aspart of theinternational support package.Over
the period 2®0-2024, peliminay Governmentestimatespoint to: (i) cumulative US$1.1bn egersesin
suppat of incubetors, industrial zone,knowledge economy, tourismandother sectors; (ii) the

mohili zation of US$6.7 subsidizedloansfor industry, agriculture andtourism; (iii) US$2.8bn éreign
currencyliquidity lines for imports of raw materials. Thesemeasueswill befi nancedthrough grans
andloansprovidedby theinternaional partners when avail able. Ontop of these contributions,
addtional tax measueswould becontemplatedto mobilize resourcesfromtherichest segmerts ofthe
popuation.
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b. Revenue-Enhancing M easures:

Reverue-enhancing measures are expededto yieldupto3 . 70P4DP by 2 @ 4

1 Broadening thetax base: Inthe ealy yeas of thefisal consolidation plan, the governmentwil |
focusits eff orts onmeasues aimed atbroadeningthetax base, improving compliancerate (focus
on aeas wlere tax complianceis significantly below benchmarks) andtax cdlection. We intendto
implementthefollowing meagsires:

(0]

(0]
(0]
(0]

Improving customs coll ection (improving proceduresat legal crossings, closing
illegal crossings and fighting smuggli ng through greaer control with the dedoyment
of military persomel, introdudion of scamers, onlinedaafor importedgoodsé )
and etension of customs feesonimportedgoods

Improvementin thecollection of VAT

Normali zation of tax compliarce levels

Call ection of newervironmental fiscal instrumerts to create goodincentivesand
pendize poll uters

Removal of certain VAT exemptionsand reducethe VAT floor to zero

Review of dhertax exemptions &incentives(such asin therea estate, edication,
transportation and financial sewvicessedors)

Strengthening thetax revenueadministration

Encouage dectronic paymentsto fight tax evasion

Implementother e-governmentinitiatives

Fiscal adjustment eff ortswill also be suypported byinstitutional reforms. In the cantext of a
comprehersive programof revenueadministration reform, the governmentwil | increase tax audits,
boosttax-related debt collection, andorosecute tax offendes. Addressing tax complianceproblems
will improve fairnessby ensuringthatthe tax burdeniswell distributed.

1 Increasingtax: in asecand stage, the governmentwill implementalarge overhaul of the tax
systemaimed atmaking it fairer and more dficiert. It will include the following measues:

(0]
(0]

0 FAPr-HN

Progressiveincreasein corporate tax rate (gradudly from1 7 %6 20%)
Increasdrom1 0 % 2 0 @ the tax oninterest income on d@osts above US$1
milli on andintroduce aprogressive taxation scheme

Increaseof income tax for high slaries(from2 5 % 30 %or the bracketabove
LBP255milli on)

Increaseof income tax oncaptal gainsfrom1 0 % 15%

Increaseof VAT onluxury goodsfrom1 1 % 15% and more

Seta 25,000 LLfloor priceon gasoline and remove the 30,000 LL cap;examine
possibility to transition towardsa more targeted public assistanceto public
transportation and peg@lein real need



(0]
0]

Introdudion of 1000 LL exciseon gasail
Increasenominal value of finesafter devaluation

 Other reverueincrease measureswill include;

0]
0]

Introdudion of agloba income tax framework

Introdudion (or enforcemert) of licersingfeeson quarriesandcrushers, anda
special rate for income tax on dl taxpgyers benefiting from special rights granted by
the government

Retroadive enforcementonthe quarrying sector basedon volumetric extraction,
Extended producer responsibility (EPR), Enforcementof the Urited Netions General
Assembly recagnized canpersationto Lebaron followingthe 206 dl dick onthe
Lebareseshores

Trarsfer of traffic perdtiesto thetreasury
Vehicleingedionfeesin aview of promotingthe wse of eco-frierdly vehicles an
penaize dd cars and vehclesthat corsume more gasoline

Portof Beirut (depsit port revenuednto Treasiry accountat BdL)
Enforcingfinesonillegally built Maritime andWild and river properties(full
apgication oflaw 64/201 7o recover maritime property afterrevisingtheappaisas,
draft law onenaoachmenton river propertiesand landproperties)

Recovery of stolen assets based on the forensic aralysisinitiated bythe Governmert.
Preliminary objectiveisto recover at least US$10billion overthecoming5 yeas.
Draft law tobe preparedto providedetails onimplementation mechanisms

Table 4: Impact of thefiscal consoli dation measures (Summary)

asa % of GDP, unlessotherwise stated Estimate Projections
2 09 200 2o 2 22 223 204
Total Revenues (without measures) 2 B% 1 2% 1 B% 160 % 1 2% 1 D%
Impad of Revenues Measures (p.p.) - 0. 1 1. 1 2. 4 3.4 3. 7
Total Revenues (with measures) 2 B% 1 D% 1 5% 1 8% 18% 1 8%
Total Primary Expenditures (without measures) 2 A% 1 8% 1 &% 1 9% 1 8% 1 8%
Impaa of Expenditures Measures (p.p.) - 0. 4 1. § 2. 4 3. 4 4, 9
Impaa of SSN package (0.p.) - (1.2) (2.3) (1.9) (1.6) 1.2)
Impacd of CEDRE(p.p.) - - (1.0) (2.0) (2.0 (2.0)
Total Primary Expenditures (with measures) 2 A% 1 A% 2 % 2 B®% 1 ®% 1 1%
Primary Balance (without measures, baseline) (0.9%) (1.5%) (2.9%) (3.2%) (3.6%) 3 .9
Primary Balance (with measures, fisca 09%) | (L5%) | (L9%) | (0.1%) 2 %0 3.8
consolidation scenario) ) ) ) ' ) '
Source: LebaneseAuthorities
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A tight fiscal policy will not only improve the budgetary situation but alsothe external position.
Limiting domestic demandthrough autting governmentspending andreduéng wagesand b&efits will
have animpacton private consumption and investmentandthus will reducethedemandfor imports. As
sueh, this will bring down patialy the external current account defi cit, andherce the overall balance of
paymerts, whch has keena dragonforeign reserves.

Fiscal consdidation will alsoreducethe monetary financing from BdL thus addressing inflationary
pressures. Theredwctionin primary deficit, coupled with the renegotiation of domestic debtfinarcial
condtions wll sharply reducethe governmentbudget deficit and therefore therequired issuanceof T-
bills bythe governmert. In the Lebaresecontext where BdL hasbeenthe main buyer of T-bill s through
mondary finandng, this should help dleviate theinflationary pressure that the cuntry is currently facing
in the cantext of the defacto depreciation of the LBP.We expect inflation rate to abde fromaforecasted
5 3 #h 2020to 7% in 2 @1 andfurtherto6%by2 0 2 4 .
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2 .PUBLIC DEBT RESTRUCTURING

Lebanmd overall public debt restructuring cannot be awided becausethe neededfiscal
adjustment isjusttoolarge.With pulic debt interest paymentcurrertly representing more than 10% of
GDP, therequredfiscal consdidation to achieve anea zero overall budget balance wouldbeto too
much ofaburdenfor the Lebaresepeople epecialy in time of recession. Moreover, curency
devaluaionwill furtherraise the pulic debt to GDP ratio (as ¢. 3% of the governmentdebtis
denaninaed in foreign aurrengy) makingit less sustainale.

Table 5: General Gover nment Debt (asof December 2019)

US$hillion LBP billion asa % of GDP
LBP-derominated debt 5® 8 501 1 0.7%
Multilateral and bilateral dekt 2.0 3,017 3.9%
Eurobonds 3B 4 206 6 D%
Total 9 @ 18 9 1 3.6%

Sources: LebaneseAuthorities, Bloomberg

The ovemll debtrestructuring strategyof the government contemplates athree-pronged approach:

0) Suspeding prindpal andinterest paymerts on Eirobondsto preventfurtherdepletion ofthe
official FX reservesand engage goodfaith discussionswith Eurobands tolders;

(i) Therollover of domestic debt principal maturitiesandthe orgoing paymentof interest due
(exceptto BdL), abeit ataredwedrate, util anegotiatedsolutionis achieved.The
parameters of the Eurobondrestructuring, the maaoemnamic andfiscal framework
(includinginflation trgjectory), aswell asthe assessmentof theimpactof a domestic debt
restructuring onthe barking sector and ondepositors will inform the government dedsion on
domestic debtrestructuring. A principal discount onthe damestic debt will be required to
restore the overall stock of pulic debtto asustainable level;

(iii) Remaining currenton debt service paymerts to multilateral partners and bilateral partners.
This stock of debt islimited (c. US$ dillion, of which c. US$ 6 OnDlion of bilateral loans),
anddebt servicein 20 2i6 dfordable (US$257million). Multilatera ingditutionsbenditing
froma preferredcredtor statuswill befully serviced. The Republic will alsomaintain
paymensto other multilateral ingtitutionsand hilateral partners.

The objective of the government isto restore a clear downward debt trajectory over the dhort to
medium run whilereturning to adebtto GDP ratio of c. 83 %by 2027.This djective is achieved
underanillustrative scererio of principal discounts on domestic debt and oninternational bonddebt,
with aredudion of interestratesto 3% p.a.

4 In theillustrative scenario, all holders of T-bill's are impacted by the restructuring. This approachwill need to be further refined to exclude
certain categories of holders (e.g. social security funds)
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Public Debt Dynanics

While thetotal public debtwil |l immedately decreasebecaiseof the dedodt restructuring edercise,
Lebanmés public debtto GDP ratio will remain fairly stable overthepeiod2 002 042asacorsequece
of:

(1) The currency depreciation thatwill mechamcally increase theratio of USD denominated
public debtto GDP, erenin theabsenceof newhard currency debt

(i) Theongoing budget deficit that will persist over thefiscal corsolidaion period, therefore
requiring the governmentto incur newdekt, and

(iii) (asaresut of ii) Thelarge amourts of externa funding thatLebanonis expectedto
bendit fromin the context of the unlocking of CEDRE-relatedfinarcing and aikely
IMF program, or alternatively the support fromother multil ateral/bilateral partners.

Giventheabove, thetargetpublic debtto GDP ratioissetin 202 7 .
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Source: LebaneseAuthorities

5 Total debt figure maybe underestimated asit only takes into account the part of the external support thatis meant for budgetary support, thus
excluding c. US$6.3 billion of pure BoP support from the total debt stock. The methodological approach will need to be further asgssd.
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3 . FINANCIAL SECTOR RESTRUCTURING

a. Overall Strategy andObjedives

In thefinancial sector, thepriority is gventofully restoring finandal system soundhess. The
reversa of capital inflows fromakbroadis creating unaustainable pressureson the finandal sector asa
wholei includingBdL 1 thatis urable to meetitsfinandal obligationsin FX. In frontof massive kelance
sheet imbaancesi representing more than 100% of GDP1 complacencyor partia solutions are rot an
option. The Lebanese ecanomy needs deathy and g/namic barking sector and astrongcertra bankto
grow again. All accumulated losses have to be idertified and adressed forcefully. Also,therestructuring
of the public debt and the recessionwill incur furtherheavy losseson barks Ogpital positionto beadded
to andreadyworrying situation.

A full bail-out of thefinancial sector isnot anoption. All around the wald sincethe 20 8inandal
crisis, international practice hasshiftedawayfromtheideathatafailedfi narcia systemshoud be
suppatedby pubic/taxpayers money. No foreign assistance will be available to coverthelossesfroma
home-madefinarcial collapse. Bail-outisnotan gtion alsobecause of thesize ofthelossesaccumulated
in the financial sector. No governmentwould take theresporsibility to ask future geneaationsto cover
sueh heavy lossesfromthe past

The govenment haselaborated a multi-pronged strategy aiming atfully restoring financial seaor
stability over the medium term. This will befollowed in the coming weeks by a more grandar and
detailedplan which will take into cansideration the situation of each of thelargest barks. The program
focuseson (i) afull assessmentof thefinancia position ofthe Banquedu Libanandthe identifi cation of
potential measiresaiming at addressing foreign curency mismatchesaccumulatedin its balance shest,
includingan appopriate contributionfromthe baking sector to this restructuring; (ii) strengtheringthe
governarce offinarcial sedor supervision andcontral, including BdL to preventany new buid-up of
finandal risks; (iii) a phased restructuring of the barksdbalance sheds, induding the manaementof
impairedassets, the asscaciated contribution of sharehdders andvariousother meansto rebalance asets
andliahilities; (iv) theintrodudion of the necessary suppat elemerts of the bankrestructuring strategy
into thelegal framework; and(v) the design andimplementation of a strategy for an aderly consolidation
of the banking sector andits recapitali zation.

b. Restructuring of BdL

Recognring and dlocating pastlosses acaumulated over the years by BdL aswell asimmedate
expededlossesresulting from government debt restructuringisthevery firststepin the
comprehersive overhaul of the Lebanesefinancial system. Indeedthefurther assessmentof the
domestic barks Bet capital postion requiresthe prior valuation oflarge asets held by Lebanee barks at
BdL, esentialy depaitsand CDs.

The BdL balance sheet facesthree distinct issues: alarge imbaancedueto accumulated|osses from
thepast, a negative FXpaositionthat will increase thelossesin case of a devaluation of the Lebarese
Pound and liquidity gap. Thecouncil of ministers has decidedto task internationdly recagnized
professionals to conduct afull audt of BdL accounts, afull review of Bd_Gs financia operations over the
last 5 yeasandafair valuation of bankexpauresto the centrd bark. This valuation edercisewill
corsiderafull restructuring of BdL balance sheet, induding the write-off of embeddedosses
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accunulatedin the pest (asidentified bytheaudt) andtheimpactof governmentdebtrestructuring on
BdL holdings of EurobondsandT-Bill s.

Where are BdL embedded lossescoming from?

The BdL balance sheet includes embedded losses carr iedforward against future seignorage
revenues andaccumulated overthelastl o 20years. Thisaccouting practiceis commonly used by
certra barks aroundtheworld to dealwith temporary lossesincurred duringacrisis. Havever, BdL has
beenusing this accaunting practice over amuchlonger period of time, so that total embedded osses now
represent more thanL BP66trillion, asignificant portion of total reported BdLassets and avery large
amount (above 1@M% of GDP atofficial exchange rate) that comparesto nocther casen the world.

Theseembedded losses result from yearsof loss-making financial transactions ope ated by BdL
(aiming at accumulating FX reservesto defendthe peg and carer thebalance of paymentfunding gap, on
top of othersoucesof losses) and acaumulation acceleratedin the cantext of the fifinancial
engneerin g hat sartedin 2016. These trarsactions were conductedin the view of replenishingthe FX
internationa reservesby attracting FX resoucesfromthe batks against costly associatedfinarcia
transactionsin FX and LBP. Ultimately, thesetransactions poved ursustainable and very risky asthey
coudnd address the core imbaanceshat geneated the regular fall in FX reserves (avery large curent
account deficit) andtheytrarsferredto BdL alarge exposueto FX risk.
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- BdLembedded losses (LBP1n), i.e. Other Assets and Assets from Exchange Operations of Fnancial Instruments
Source: Banque du Liban as of 15 April 2020

BdL hasargued publicly that it does notconsider these amounts aslosses butrather as an amount
caried forward andamortized againstfuture revenues. However, this amounthas increased byLBP three
trillionin the second helf of March and LBP two trillion in thefirst half of April. Thegraph doove dearly
indicatesthat BdL has rot been ora path of amortizing this amountfor thelast sewral yeas.

BdL G embeddedlosses,or moantscarriedforwar d 0 ,uld berestructured andBdL G
profitability must be restored. Theuncmtrolled accumulation of lossesthreatenstheviability of BdL,
whichistheanchor of finanda stability, the credibility of the national currencyand depsitors 6
corfidencein the entire Lebanese financial system. Moreover, accunulatedlosses representlarge
amounts of debttrarsferredto future geneationsthat will putan urbearable burden on Léanmés future
capaity to grow.

Based on the canclusions of the audit, the ewaluation of the impact of the devaluation on BdL
accounts, and depending on the objectivesin terms of remaining BdL net capital position and net
international reservespostion, the governmentwill evduate gotionsfor therestructuring of BdL6 s
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liabilities. Tranderring all bankrelated liabilitiesto the Sate to restore Bd_é bdancesheet would not be
aviabe option. It would resut in increasedlosses for barks and depositors giventhe overriding necessity
for the State to redwce its debtto asustainable level.

The plan arrently envisagesa contribution from banks depodts and holdingsof CDsto cover
lossesthat cannotbe cvered by the existing BdL capital base. Theremaining bankdepaits onthe
BdL bdancesheet will bere-profil ed to hep bridge the liquidity gap.In orderto reducethe sacia cost of
sueh abrutal immedate adjustmert, the governmentwill consider:

(1) Assigningto BdL theprofits of stakesin anewly created Pulbic Asset Management
Company(PAMC - see bdow) to help strergthenits finandal position after restructuring.
Revenuegyeneaated by the PAMC will providethe necessary resourcesto BdL to repayits
remaining liallitiesto thebarks overtime;

(i) leaving BdL with amodeate nagative netcgpital position thatwould be coered overtime by
future BdL seignorage revenuesgeneaated after thefull restructuring of the balance sheet.

Creation of a Public Asset Management Company to fully restore BdL & financial strength

The Public Asset Management Company (PAM C) will be aeaed bylaw to hold key government
assets (excluding Oil & Gas assets): (i) equity stakesin the main state-ownedenerprisesand (ii) real
estate assets.

The govenment will assign the profits of the PAMC to fund capital increasesof BdL allowingit to
faceitsremaining obligationsto the banks. The FAMC will betasked wih therestructuring of puldic
companiesin its portfolio and their future use over a 10-yearperiod. Rea estate assets will be properly
manajed over the same peaiod of time. The FAMC will berunin full coherencewith theauthoritiesd
overal growth promotion strategy.

PAMC will adopt a best-in-classgovernancemodel, with amanagementboad comprising top-level
professionas and asupervisay boad representing the sharehdders including BdL, dvil scciety,
internationa financial ingtitutionsand independent experts. The Gaorernmentwill rely oninternational
expetisefor thecredion & manajementof the PAMC and wll build-uponlessans learnt from
international precedents. It is urderstood that state-owned aterprises will keeptheir auonamy
throughout the process.

The bdow chart illustratesthe expeded assessment of lossesto betransferred to the damestic
banking sedor asa result of BdL restructuring exercise. It relieson theillugrative asumption of a
remaining netcapital postion of minus US$ 3 billon (LBP14trillion) or c. 15% of GDP®, onthe
assumption that the VValuation Adjustmerts ontheliabilities side of the balancesheetcorstitute
permanentreservesand aeindexed onthe US$ (US$10.4bn)and onassumptionsmadeon the parameters
of governmentdebtrestructuring. Perding theaudt of BdL, theresultinglosses, net of BdL current
captal base, anountto c.LBP121trillion. The imparmentof liabilitieswill affed CDs and deposits held
by the baiking sector.

€ 15% of GDP for central bank losses carried forward is a metric that hasbeen accepted by IMF in the caseof the program currently implemented
by Barbados

0 FAPr-HN H -




Immediate recognition of BdL past
accumulated losses

l l

Government securities portfolio
held by BDL impaired

I |
!

Total losses of LBP177 trillion

Government debt restructuring

BdL assets impaired

Current capital base
of LBP®6 trillion

Target equity position of
Valuation adjustments on the A 4 minus LBP14 trillion
liabilities side of
LBP36 trillion

Impairment of liabilities
by LBP121 trillion

Note: Figuresas of 15 April 2020
Sources: LebaneseAuthorities, Banque du Liban

The cortemplated restructuring of the BdL balancesheet could entail to cover evenlarger losses.
Firgt, theexact amountof embeddedossescurrently accowntedin the balancesheetremains urcertain
and cald berevised upvard, based ontheresult of theaudt decided bythe courtil of ministers and
simply astime pases(asthe accunulation of lossesincreases dayby day). Secad, the exact alocation
of losses will have to take into account the needto restore apaositive Netinternational Reserve pasition at
BdL. Therequredlevel of FX liabilities after therestructuringwould be adusted evenlowerif BdL was
torebuld an appropriate positive netFX positionin line with international standards. Finaly, the
permanentchaacter of the AV duation Adjugmentsd anounton theliaklitiesside of the ktalance

sheet needsto beconfirmed.

Finally, followingitsrestructuring, BdL will haveto rebuild profit ability. Even davnsized, BdL6 s
bdance sheet would remain dzeable after the contemplatedrestructuring andargdy above the standard
size ofthebdancesheet of a cantral bankfocusingonly on cae mondary & excharge rate policy
adivities. It will beexpaed to FX riskin thecontext of a crawling pegor manayedfloat regime.
Depending onthe FAM C opsofitakility andof a detailed evaluation ofthe aypropriate level of net
internationa reserve (NIR) postion andabsent addtional restructuring, addtional foreign supprt may be
required to replenishBdL netreservesat adequate level. In the cottext of thereform of legal provisions
related to its respongbilities and management, BdL will elaborate afinancial & risk managementplan
aiming at aligning its accounting pradiceswith international practice, enrendng transparency, redwcing
itsrole in the finandng of the governmentandrestoring its long-term profitability.

c. Banking Sector Restructuring

In additionto indirect lossesincurred asa result of BdL restructuring exercise, the domestic
banking systemwill alsoincur direct losses in the context of the crisis andof the public debt
restructuring. An Asset Qudity Review (AQR) will be corducted byaninternationall y recognized
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ingtitution to evaluate expected private loansportfolio imparmert. In addtion, the authoritieswill
evaluate the total impactof therestructuring of the public debt onthe holdings of Eurobords and T-bill s
in the baiks. Based onilludrative parameters of governmentdebtrestructuringandtheimparmentby
3 0 @ barks portfolio’ of claims onresidents and ronresiderts, total direct osses are expededto
amountto more thanthe kanks Gurrent capital base.

Restructuring of BdL Economic Crisis Government debt restructuring

! l !

Government securities portfolio
impaired

I I |
}

Total losses of LBP186 trillion

Impairment of assets held at BdL Impairment of banks’ loans portfolio

" Capitalbase of
~ LBP31trillion

Impairment of liabilities
by LBP154 trillion

Note: Figures as of 28 February 2 Q0, excluding banks fecapitalization requirements
Source: LebaneseAuthorities, Banque du Liban

The authaitieswill elaborate a comprehensive strategyfor therestructuring of banksbbalance
shestsin due caurse Inthefirst instance, it is essential to estimate thelosses onaglobalbasisto assess
theimpactof thefinarcia sedor lossesontheoverall program. Obvioudy, the eyosue of eachbankto
Governmentdebtor BdL variesgreatly. Also, the qudity of theloanportfolio of each kank can dffer
significantly fromthe average metrics retained in this andysis. As aresult, the impactof thelossesand
therecapitali zation needswill necessarily require to beappeciated on abankby bankbasis whenthe
more grandar plan is drawn. The full valuation of (directandindirect) lossesincurredby the Lebarese
barksin their portfolios ofassets coud reachatotal LBP1 8t6illion asper preliminary estimates
coveringboth USD and LBP assets.

First, the panwill implement afull bail-in of existing shareholders and preferred shareholders (i.e.
aLBP3 ZIrillion capital write-off). Second,other liahbilitiesexcluding depdits, if any(eg. market
instrumentissued bythe banks), will bewritten off.

Tackling theremaining very largefinandal sector lossesof c. LBP1 5tdillionis unavoidableto
allow the economy to recover. TheLebanese ecanomy will not grow in thefuture atsentafully
restructured & recapitali zedbarking sector. The governmentis determinedto allocate the budenshaing
of this corsiderable effort in a waythat is ecanomicdly effi cient and sacialy fair.

" The necessaryimpairment of commercial banks portfolio will be asessed after aproper AQR hasbeen performed and mayprove higher
considering theimpact of the recession
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The authaities are determined to protectthe vastmajority of depositors, if not all of themif
possble. In addtion, the asets of the CaisseNationale deSécurité Saiale and professional
organizations(ordres professionnels, universities, foundations and asscciationsof puldic benefité ) will
beequaly preserved.

In addition, the authorities a e convincedthat law-abiding citizensshoud not be affected unless all
potential remedies havebeen ehausted. To thateffect:

- Theauthorities intend to claw backsums which have unlawfully escgpedthe @untry andapply
thosesums againstthe banks fosses. Sums that will not be cgpturedin atimely mannerwill be
assignedto the Recovery Fund

- lllegally ohtainedfundsand assets, in dl fields, andin particular from PEPs, will be wsed to
compersate for the losses

- Finaly, bankowners will be requiredto re-injectanamountequvalent to thedividerds reaived
overtheperiod 216-2 0 2f theyintend to play arolein therecaptalization of their barks.

Restructuring of banksdbalancesheets will be implemented based on acomprehensive plan. The
planwill be elaborated with the assistance of professional experts who will assessthe anount of losses
for eachbankandther recapitalization needs.

On that basis,and subject to dl steps described alove, anyfurther measuresrelated to banks
depostswill be determined. On a banky bankbasis, large depositors coud beoff ered voluntarily:

- A corversion of pat of their desitsinto their barké cagtal, following prececerts implemerted
in atherjurisdctions. Newlegal provisionswill be needed

- A corversion into tradal e equity stakesin anewly estaldished special Recovery Fund tatwill
receive the proceads of theill-gottenassets trading andrecovery programthatwill be putin
place bytherdevantauthoritieswith thehdp of ourinternational partners

- A corversion into alongdated, subardinated bankobligation with noor alimitedinterest

The Deposts Recovery Fund

Private sedor depodtstargetedfor bail-in will betransferred to adedicated depost recowery fund.
Thedeposits which wauld betrarsferred to thefundwould be selectedbased ona frameworkto be
established bythe Authorities: small depodts wauld remain in barks, large dgposts could providea
cortribution onthebasis of their high interest revenue with an gption givenfor medumandlarge
depaitsto betransferredto therecovery fund. This will automatically size downthe canmercia banks 6
bdance sheets. The selected depaitors would beoffered bythefund ptential long-term recovery,
making thementitledto receive reventes overtime, upto alimit to bedeermined.The reverue streams
of the fundwould came from fundscollectedthrough the anti-corruption strategy (stolenfundsin
paticular) and mtential other future proceedsfrom state asets.

Additiona options will beasocorsideredin an eff ort to preserve al depodtsasmuch agpossible.

It is unarstood thatthe DRF will benefit fromtherecovery of stolenassets.

Conducting afull restructuring of the barking sctor will require new legal powers for the
govemment and the relevant supervisay bodies. The Authorities, with the assistanceof relevant
internationa ingtitutions,will idertify andadgot anychargesneadedin the legal frameworkto make sure
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the governmentandor relevantsupevisay bodieswill bein apositionto implementany adion required
to restorefinarcia stability, includingthebail-in of existing shareholders aswell as all othernecessary
measues.

Thefull recapitali zation of the banking sector will only be possible after awell-devised conslidation
aiming atrestoring its sdvencyand viability, reinforcing its resilienceand regain public confidence.
Oneof thekey elemerts of structural reformsisto adieve asmaller, more robust barking sector that
serves better the needs ofthe Lebanese econamy. The aithoritieswill rely onthefull range of options
used by othergovernmentsin similar barking crisesincludingthe aeation of a dedicated government
owned lank recagtdli zation fundale to provide hewresources. In this context, the barking s/stem
restructuring strategy will probably involve mergers of barks.

Bankswill be askedto proposeto the auhoritiesand relevant supevisory bodies business plans
and restructuring / recapitalizati on plansincluding mergers with or aoquisitions byotherdomestic or
foreign barks to addesstheir structural fundingissuesandgeneate synergies. The governmentand
supevisors will welcome newforeign playersin the domestic banking sector to promote canpetition and
transparency. Thenew @pital base will be rebuilt via captal raising in the market or a conversion of
remaining deposits into sheres.

Fresh liquidity will be providedto the reorganized banking sedor. BdL will develop the necessary
instrumentto ensure thatliguidity flowsin LBP meetadequate levels to support credt distributionin the
restructured barking sector. A gradualde-dadl arization strategy will be derised bythe Ministry of
Finance and BdL to reducethe share of credt distributionin FX. Interbanklending will beresumedto
coverliquidity needsn FX.

In order to help the economy to restart quickly, the Governmentwill cortemplate theissuarce of five
new canmercia barkinglicenss subject to havinganequity of atleast 2 0@$ ,  BfQvBich shaild be
freshmoney. These barks will dedicate their resources to financealmost exclusvely thereal econamy. A
developmentbankand,potertialy, speciaizedfunds,will be @onsidered.
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4 . REFORMS TO PROMOTE A NEW ECONOMIC GROWTH MODEL

Our overall economic approach is based onleveraging dl resaurces andmeans atthe dispasal of the
Government to regererate the productive ecoromy and promote a new integrated, sustainable and
inclusive growth model that will breakwith the unsustainable model of the past. The Government will
rely on:

- A reformedlegal & fiscal ervironmentand the modernized infrastructure ervironmentto rebuild the
investors 6onfidencein Lebanonandin their ability to ersure anadejuete return oninvestment;

- The investmerts that will be made through CEDRE and other similar programs and infrastructure
investmerts,

- The Lebanee Diasporats commitment to Lebanonthrough cortributionsin produdive investmerts,
dondions and spansaships, knowledge, relations, lobbying andmarket access aswell as providing
remote job opportunitiesin theinternational knowledge econany;

- Patnerships with / assistarce andknowhow trander from international friendly courtries, multil atera
agendesand partners will be of paramountimportarceto foster the growth of theeconamy;

Noting that it shaild be updaed every other year starting in 2 0 2dlkeepit up-to-dae, measue
improvemens madeandfactor in anychargesin the environmert.

As part of its development strategy,the Government will implement a comprehensve program of
structural reforms. Theobjective isto urock Lebanoné growth patertial, in anenvironmentaly
sustainale manne, tadkle long-lastingimped mensto growth (corruption, inefficiercies, increase
expats, develop adiversified poduction base as vell ascreate adequate and well-pad jobsto reduce
unemploymentandattract talented Lebanese backinto the courtry. It is the government s@ambition to
significantly improve Lebanofs ratingin Doing Busness and Gbbal Compditivenes, where Lebanoris
rankhasdedined inrecent yeas (122 out of 1 918 201 6 , in12@ZB. The authorities will pay specia
attertion giving a strongpriority al ocation of FX resourcesprovided by developmentpartnersto the
developmentof the productive econany.

Current list of reform measures readyfor adoption

The reform measureswe are implementing aim at creating acompetitive businessenvironmernt,
attracting investmentandincreasing productivity to providefertile ground for private sedor activity.
Paliamentwill approve thebadlog of laws andregulations preparedin the context of the2 0 LCBDRE
Conference andimplemertation decreeswill be adopted:

(1) Public procurementlawto modenize Lebanods outdaed procurementlaw andstrengthen
the procurementadministration (to bestudiedby a delicated stbcommitteeat parliament)

(i) Compstiti on law andconsumer protection law (currently elaborated byMinistry of Econany
andTrade)

(iii) Laborlaw (Ministry of Labor)

(iv) Implemerting deaeesfor the e-transaction law adopted by paliamentin October2 0 Xt&be
finalized béore June2 00p

(v) Lawsrelatedto 1) facilitation of seauredlending,  i@stjtutionalization of judiciary
medation, 3 yevision of the insolvencylaw, 4) establishmentof alegal frameworkfor
insolvencypractitioners, 5) insolvencylaw (currently at Paliament)

(vi) Implemertation decreesfor thelaw onjudicial intermedation (to beadgted byCalinet)
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(vii)  Cudoms strategy andlawinduding e-single windowand an-line a&cessto valueat origin
(end20 2 0)

(viii)  Pubicationof PPP regulations(Q120 2 1)

(ix) Law for indeperdenceof the Judiciary Body (at Parliamert)

(x) Integrated soli d waste manaementlaw (awaiting implementation decrees and decisions)

(xi) Amendmentto law 462 appointmentof the Electricity Regulatory Authority andof the EDL
Boad of Directors

(xii)  Conductacredible 2021budget exercisewithin thelegal deadlines, with amulti-year
appoach(end20 2 0)

(xiii)  Pnvate equity funds (awating highercourcil)

(xiv) Watercodelawrevision (at Paliamert)

(xv)  Air quality law (awdtingimplemertation deadeesanddedsions)

(xvi) Praectedareaslaw (avaitingimplemertation deaeesand akcisions)

(xvii) Schena d®Aménagementdu Territoire Libanais SDATL deaee236 &0 0 (Bwatingfull
implementation)

(xviii) Draft law on oganizingthe quarying sector (awatingfinalization)

(xix) Paisagreamenton climate charge (awaiting full implemertation)

(xx)  Environmental proseaution law (awating full implemertation)

(xxi)  Chemical manggementandsustainade caxsumption and production (awaiting development
of the legidlation framewark)

To enhancetransparency and acourtaklity, theauthorities will set up a webdte thattracks the status of
legislation and the status of reforms.

Shortterm adion planto suppat the eonomy in the context of the QOVID-19 aisis

Short-term ecoromic measureswill beimplementedto provide businesseswith immediate
assistancein the context of therecession and the COVID-1 @risis. Pwblic fundsas well asforeign
assistancewill be mobili zed to alleviate the burdencreatedby the scarcity of FX on local businesses,
suppat exporters, support micro-credt, ease delivery condtionsand sypport theliquidity postion of
SMEs.Namely:

1

. Allocate US$200million fromthe Gavernmentascash cdlateral through local banks for imports of

raw material specifically for indudriesthat export goods wth assignment of proceedsof the related
revenuesthus kringing additional foreign curencyto the country;

. Oncethe Cedr Oxygen Funds established,theabore US$200mill ion can beused to payCNSSfees

in LBP asa wayof subgdizing SMEsthat commit notto dismissemployees.Thiswill help the cash
flow of comparies, avoid dismissals, and increase the reservesof the Ceitral Bankin USD herce
allowingthe Certral Bankto pace US$200million inthe Cedr Oxygen Fundnsteadof US$100
milli on;

. Allocate US$200million at parallel market rate ascashcdlateral through local banks for imports of

raw material for indudriesthatdo not export enowgh goodsto reimbursetheloanwith freshfunds
with assignmentof proceeds oftherelatedrevenuedo bring backanyaddtiona foreign currencyto
thecourtry 1 this point needsfurther study with BdL;

. Implementthe mechanismfor Export Pramotion includedinthe2 0 Dutiget (i.e.for agiven

companythatexports morein 2020thanin2 0 1it9yets a5% subsidy onthedifferen®);

. Egablish aspecia programof LBP75billionat low interest rate through micro-credt compariesand

NGOsto assist the mostvulneralde (poorhouseholdsand mogly focused on wanen)in developinga
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microenterprise andreducing our suksidy experitures (max LBP10milli on per loan)while making

sure that such fundsare not utilizedasend of month facilities;

6 . Negotiate US$200to 300 milli on emergencyforeign line of credit or guarantees with IFC, EIB, AFD,
EBRD, ec. forletters of guarantees and letters of credits (cash facilitieswill require the guaranteeof
theLebareseRepublic):

- Mainly for SMEs

- Forimports of raw materia, intermedate goods,essertial goodsthat canrot belocally substituted
andworking capital without a reedfor themto put up cashcadllateral

- Prioritizing: exporters (since theywill bringin foreign currengy), thenproducers (manuadurers
andfarmers) thenTrades;

Secuing suchfunding from international organzaionsis critical to enalde growth;

. Start to open progressively the econamy whil e monitoring closely the Cavid-19 evolution;

. Payasignificant part of the duesto the private sector asap (contractors, corsultarts, tospitals, etc.) to
injectliquidity in the market andsupport compariesduringthis critical time;

9 . Cash flow support by:

- Deferring NSSF paymentsfor at least six monthsin orderto redwce layoffs and enhancecash
flow of comparies. This will be donewith the proper finanéng providedto NSSF through
variousmears,

- Accepiingtemporary redwtionsin sdaries until the end of the yearandreflecting such reductions
onthe NSSFcontribution exceptfor endof service pansion that remainsthe same;

- Provide a6 monthsgraceperiod for loanprincipal repaymerts with the related IFRS9 accaonting
forbeaancefor the barks;

1 OReduceinterest ratesfurther to Libor on USD depositsand Libor plus3 %on LBP depaits and set a
maximum margin overthe BRR of 2 %or businesses and4% for individuals for existingand new
|loars;

1 1Debtmoratoriumor graceperiodsfor al taxesandutilities feesuntil theendof the third quarter and

waive anypendty fees at least for businesses.

2Encouage investmerts, employmert, andgrowth through:

- 1 &earincame tax examption for new investmerts in newly estallished compariesin the sectors
that are supported byour long-term vision;

- Governmentownedlandto berented for newindustrial investmerts at below market prices;

- Allocate Municipal, Sate and W&k plots ofland to beused byfarmers;

- Reduced $SFfeesfor newly employed p&sonsunder 3 §ears.

3Simplify / relax government administrative proceduesfor export and import andwaiving certain
forms and documentationin cetain procedures, at least reducetherequiremerts for quietuses from
NSSF for agiven peiod oftime.

[oc BN

=

=

Transversal reforms

With regardsto combating corruption, the governmentwill take credible and visibleimmediate
measuresto fight corru pt practices, recoupstolen assets and strengthenthe anti-corruption legal
infrastructure. Corruption affeds citizensand businesses alike, gengateslarge lossesfor the pwlic
finances and tackling this major problemthatLebanon facesis thusa priority for the Gavernmert. The
Governmentwil | conduct an immed ate crackdown oncorruptionin the public sector and gpoint well-
renowred international forend c specialists to retrieve the stolen funds. It would indeedbe urethical to ask
the Lebareseto scrificesomuch withoutdoingthe umostto recover their rights. Cradking down on
corruption hasmultiple wide-ranging bendits. Frst, governmentbodies will be deaned-up from
individuals who hae beenengagedin enbezzementof public funds orother forms of corruption. This
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will reduceour over-sized and inefficient public sector, whil e promoting horest hard-working pullic
employees.Thisinits turn shodd increase productivity andfacilitate anyreforms that will be set in
motion atalater stage. Seond, it sends astrongmessage thatthere is acmuntakility which will act as a
deterrentfor anypotential corruptionin the future and increase the credibility of the curent
administration. Third and mostimportartly, the governmentwil | be seenas woking towards the same
gods offairness, transparency, and eqdlity, which matterto thepeode. Andfinally, it will cortribute in
quickly fundingthedepasit recovery mechamsmmertioned tere above. Overadl, this approachis awin-
win dtuation, leadingto apositive emnomic oucome butalsosatisfying the primary- andvery
legitimate- demandsof the popuation.

The govenment will promote inter-ministerial work to secu e efficiency and costcontrol. It will
alsoimprove its puldic investmentmanaementframeworkin acordancewith international best
practices.The governmentwil | quickly putin placeafoll ow-up mechamsmfor CEDRE that will secure
themosteffective cantrol on the useof funds,the highest levels of trarsparency, andtherationali zation of
theimplementation of projects.

Parliament adopted a legslation for the establishment of a National Anti-Corru ption Commission.
A naiondl anti-corruption strategy hasbeencompleted that outlinesfour main drategic objedives: 1)
ershriningtransparency; 2 adivating accountability; 3) limiting discretionin public adninistration; and
4 erdingimpunity; andactionsrequiredfor their achievemert. A planfor itsimplemertation hes been
devised with assistance from UNDP andthe national strategy andimplementation planwill be sulmitted
to the Cdinet soon.

The Government will promote measuresto scure the snooth implementation of the national social
and emvronmental safeguards and strenghen enforcement of legdation include, but are not
limitedto: (1 kettingstrict deallinesfor parliamertary, exective andudiciary auharities for feedack
and approvals; (2 pstaldishingan anbudsmanfor quaity controlling/ quality assuring the provisionsof
thelaws,enhancing accountability andreinstating the culture of service; (3 Btandardizinganddigitizing
procedures, automating the administrations and securing e-servicesall aaoss; (4) dedcating staff for
securing proper aacess to data andcitizen satisfadion through daa/ webste mamagemert, complaint
manajementand ajpli cation of the public participationprinciple; (5 bptimizingthe techrical and
budgetary capahilitiesacross the public ingitutions; (6) promoting pulic-private-acadenia-civil scciety
patnership and @rporate Sodal Responsibility in addressing sustaingble devel opmentissues; and(7)
encaraging responsble meda.

The Ministry of Financehas prepared the modermization of the land administration system, to be
implemented with the support of theWorld Bark. The projectrepresents thefirst phase of a 10-yearLand
Administration Modernization Frogram. The projedé developmentobjective isto improve acces to land
useand valuedata, property rights dita, and geospatial information through the Land Rejistry and
Cadaser systemmodenizaion. It indudescompleting the surveying/ deineation of the Lebanese
territory asanessential tool for proper urbanplanning. On top of that, immedate and dfective measues
will betakento tackle aorruption through the stardardization of proceduresand abroadinvestigation with
regardsto previousoperations.

Land and basn management. Theobjective isto achieve Land Degradation Neurality, andin line with
the DATL, prepare and aopt the masterplanfor the protection of environmentally sendtive aeas
(mountains; protected areas; greensurfaces; agricultura terrains; andcoastal zoné), and conplete/revise
landuseplans with the pre-requisite SEAstudies. Adopt a comprehersive ervironmertal manayement
approachto preventpollution atthebasin level.
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The Ministry of Financehaslaid out a comprehersive strategyfor Customsreforms. Thestrategy is
focused an: (i) simplifying procedures; (ii) updeating the exsting ASYCUDA -based systemto supjort e-
paymerts; (iii) enharcing electronic daa entry anddevel oping anelectronic registration modue,
includingane-single windbw focusingon cardinaionamongall of government sdorder agercies; (iv)
strengthening risk management; and(v) introducing afull-fledged Authorized Econamic Opestor (AEO)
program, which will enable provenlow-risktraders to avoid overly-burdersome inspection procedires.

Digital transfor mation of the Government. A comprehersive strategy for governmentdigital
transformation hasbeendevelopal. The strategy hasbeenreviewed bythe World Bark. OMSAR has
developeda programfor the implementation of the strategy, to be @opted byCabinet som.

Sedcoral strateges

Financial Services. Areasof developmentfocus onincreasing non-barking assets ard position Lebanon
ason off-shae investmentmanagementhubtargeting mid-high networth individuds. Key areas of
exalencewill bedeveloped sich asinvestmentresearch, dgital aralytics and actuarial studies. The
finandal sector will be refocusedon the cauntryGs sustainable devel opmentagenda. Project finance
capdilities will be developedto capitaize on ria & Iragrecorstruction efforts.

K nowledgeeconomy. Higheruniversity programs will be designedasto accompanythe knowledge
econanyés requirements and will buil d on graduatesdskill sto develop this part of the econamy.

Secoral reforms

Sedoral Reforms. The governmentis committedto undetake the required sectoral reforms thatare
neededo advancethe sectors, makingthemmore dficientand sustainable, in linewith thebasic
frameworkof recommenddionssuggested bytheWorld Bark. Thereform initiativescurrently undeway,
andthoseplannedfor shat to medumterm are resented kelow.

Thejudiciary systemé governance will be modernized, in particular through anendngthe law to
ersure thatjudgesare eleded byjudgesto key postions,andthat afirewall isinstalledbetweenjudges
and mlitical andadministrative paitions. Thereaquiredtexts will be anendedo alow anyhigh-level
pdliticianinvolvedin the misuse of pulic fundsto beprosecuted and indictedby therelevantcontrol
bodes and courts. Only pdlitical accusationswill bejudged bythe paliamertarian cout for presidents
andministers. Thedraft law is currertly at Parliamert.

Environmental prosecution. Dedcated prosecutors and investigation judgeswill be asignedas per the
provisionsof law 251/2 041An interim measue (in lieu of the Ervironmertal poli ce established by virtue
of law 4442 0 G2l decree3 9 2@ 1 &)o be taken béween the carcernedministries(Environmert,
Interior andMunicipalitiesandJustice) to secure a ced catedteamfor erforcementof ervironmental
legislation. Capecity building in investigating environmental crimesto be huilt/ developedacaordingly.
Theset-upisto be assessed periodcall y andthe needto take the ervironmertal prosecution st-up ata
higherlevel (cassation), as pertheoriginal version of the daft law (leadingto law 251/21 4 taken
acordingly.

Quarrying. In addtionto the pannedaw organzing the quarrying sector, finalize andadoptthe daft
quarying masterplanto drive asustainalde supply of congruction raw materials with focus onlocal
market, and eforce it strictly. Paalld to that, initiate and canplete the neededstudy to daermine
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extractedvolumessofar (basedon the 1,300 dertifiedquary sites) aswell asidentify landownership.
Enfarce accordingly therelevantlegidation for the purposeof colleding the duecompersation to the
nationa treasury ( -Bold compersation: (1 povernance workingwithout a permit andor violatingthe
permit conditions; (2) financia: settlingthedifferencein volume basgd fees; and(3 ervironmental: cost
of environmenrtal degradetion andcostof rehahlitation).

Oil and gas. A sovereign wedth fund will be establishedto manage the dl and gasassets. It will be
geaedtoward protecting therights offuture genegations. As®ts will beinvested outside Lebanonand
proceedswill be partly used asgovernmentrevenue thuskeepng Lebanon awayfrom Dutch disease
symptoms. Thefund will act as astabilization kody during itsfirstfive yeas. A pre-determinedshare of
the Saereign Wedlth Fundisto bechameledfor environmertal protedion andrehakilitation activities
through the Ministry of Environmentuntil theby-laws ofthe National ErvironmentFund(NEF)
established bylaw 44/2 02 areissued.

Eledricity. Hectricity tariffs will be aljustedwith aview toredwing EdLGs losses. One othe
fundamental reforms thatremainsto beimplemertedin theelectricity sector is establishing the regulatory
authority to regulate the sedor, asper article 7of Law no. 4&@/2 0 @ifitledin Rgalation of the Electricity
Secord The aforemertioned law still requiresapproval of parliamert. A key reformisthe @rporatization
of Eledricité du Libanso thatit becanesa well-established companywith anassigned BoardTheBoard
mustoverview Ed_& fundionshbased on canmercial founddions and crede the necessary frameworkfor
adivitiesrelatedto geneation, trarsmission and distribution. In addtionto tha, the status ofthe
cortractedemployees wihin EdL will besettledin orderto secure EdLGs operation andsustainahility.
Thetransportation infrastructure will be restructuredfor the ogimal trarsportation of gas and fuel to the
power plants. In addtion to that, the transmission network infrastructure will beimprovedto scurethe
vital requiremerts for the effi cient and siccessful operation of the distribution service providers. A
Strategic Environmental Assessmentfor the Electricity/ Energy sector (Electricity; Renavable; Oil &
Gas) isto becaried ait and its recommenddionsintegatedin the revised Electricity Pdicy Pager.

Telemmmunication. The Governmentintendsto develop and alopt atelecompalicy aimed at

liberali zing the sector and opering it furtherto private sector investmentand utilization. This entails a
revision ofthetelecomlaw (Law4 3). The Gavernmenta sointendsto appoint the telecom regul atory
auhority, and @point theboard of LibanTelecom, therefore leadingto its corporatization. The
investmentprogramof OGERO, the state-ownedtelecommunicaions operator of thefixedline,includes
projedsto upgradethefixed-line néwork (built in the1990sas part of the Gaernment stpast-war
recovery program) anddepoy a nadionwidefiber-optics based broadhand retwork. The investment
programof the 2mohil e comparies(Al phaand Touch), bah state-owned butprivately opeated,includes
projeds aimed atfinalizinga ndionwide dedoymentof 3G and4.5G network with high coverage and
qudity of service. Asignificantpat of the investmensin the sedor is financedfrom revenuegenaated
by the sector.

Capital markets reforms. The government plansto address the long-standngissue of underdevel oped
captal markets and asset managgementadivitiesoutside the barks as pat of a broaderstrategy to
modernize the non-bankfinandal sector, pasition Lebanon asafinancia hub in the region andstimulate
investmentandgrowth. Apart fromits growth-enhaning eff ects, capital markets developmentwill help
diversify riskandincrease finarcia resilience in the face of shacks. The role of the stock marketis aso
instrumental inthe caning period, asit will help attract long-term finarcing andprovide the private
sector with working captal. The Captal Market Authority is currently implementing a market
developmentplan with support fromthe Wald Bank. It aims at (i) trandormingthe Berut Stock
Excharge into ajoint stock compary, asafirst stepprior to privatization (a Governmentdeceewas
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issuedfor this purposein August2 07}, (ii) launching of anelectronic trading platform, which wauld also
includeSMEs and start-ups,and provide for accessto tradng by the Lebaese Diaspaa

Solid waste. Responghility for sdid waste management will be decentraizedto municipdities. A
FrameworkLaw setting forth the mechamsmfor developing sdid waste strategiesand panswill be
adoped byPaliamert. The proposed law 1)establishes an integrated management of sdid waste while
takinginto cornsideration scientific advancenensinthisfield, 2 pdgts "waste-to-enegy" prindples, and
3 )dertifies the role of municipalities within the frameworkof administrative decertraization of waste
manayement. Thesulsidiarity prindplewill be apliedin olid waste manayementasper the provisions
of law 8020 1 gdverningthesolid waste sector T including hazardous weste. 4integrated objectiveswill
be sought: (1) environmental: rationdizing waste gereration, drivingeconomic and resporsible recovery,
and easuring safe andsustainable disposal (by stopping open dimpingand buning, andminimizing
landfilling to thelowest limit possble); (2) administrative: adogion of the Netional Sdid Waste Agency
bylaws;(3 Jinarcia: setting a gradualandproportiona systemfor cost recovery; (4 kconanic:
enhaming private sedor engagementandinvestment.

Air quality. In addtionto developing andadaqoting the ajpli cation deaeesanddedsions, sustain the
opeaation and maintenanceof the Air Qudity Monitoring Stations (AQMS) network based ona public-
private-acadenia partnership appoach,anddisplay air qudity daa and manajementrepats periodicaly.
Enhanceandprotect ambient air quality accordingto results.

Water. A national strategy for the water sector wasapprovedby the Cainet in 2012. Thestrategy aimsto
1 maximize pdential of sufacewater resources and improve manggementandprotedion of ground
water resources,2 ersure proper andcontinuousaccessto high gquality water supply through increased
network coverage, 3) provide agqguate quartitiesandqudity of irrigation water, 4 Jncreagd coverage of
waste water collection neiworks and treatmentcapecities,  ilrpduceandimplementa newtariffs
strategy, and 6)enhancethe legal set up to sipport theimplementation ofthe retionalwater sector
strategy. TheMinistry of Energy and Waer plansto reviseand pdate the strategy, whil etaking into
corsideration therecommenddionsof the20 1 Srategc Ervironmertal Assessnent(SEA) study carried
outfor this sector and upditingit in line with thestrategy updding. It will identify achievemertsto date
aswell as prepare a work planfor the remaining measwesand projeds thatare yetto beimplemertedin
line with the strategy approved byCahinetin 2012. The Water Code Lav, whichisto cementthe process
of international agreamentsin thefield of water andpromote anintegrated weter resource manajement
and povidesfor delegation of managementto the private sector, is currently in Parliament. More
specifically, the law 1)confinesauthority over this sector to asingle entity ertrusted with theintegrated
manajementof the sector, indudingwaste waer and irrigation, 2) regulatesmanayementand sage of
wells, id@ntifiesa systemto regulate, rationaize, develop and eploit water resources, 4)increases the
efficiencyof the systems for trarsport, distribution and opeaation of water facilities, in order to ersure
sustainald e manayementof water resouces,and5) adopts a"polluter pays' principle.

Biodiversity & Climate change. Conserve Lelkanon®s naural endownentbased onthe20 -2 0 3 0
National Biodiversity Strategy and Acton Plan.Increasethe number of protected areas and trarnsform
theminto rural sccio-econanic ergines. Catalyze dfortsto meetLebanon® Aimate Chaige Nationally
Determined @ntributions(NDC), maingreamcli mate charge into other poli cies and plans. Canplete the
Low Emission Development Strategy andmaingreamit into the danred National Sustainable
Development Strategy. Launchthe GreenlnvestmentFadlity and gotimize the useof thisinstrumert.

Chemical management. Develop the legal framework for rationalizing andregul ating the useof
chamicdsin industrial and agricultural activities. Sugport environmerntal compliance across al sectors.
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Appendix

Appendix 1 Discussion on alternative scenario with lower external suppart

A homegrown recovery plan outside of a program supported by the multilateral institutionswould
fall short of the main objective of giving afresh start to the L ebaneseecoromy whil e putting it on a
viable long-term trajedory. The aly credible aternative scerario to multil ateral intervertionisthe
uncorditional suppat of abilatera friend,similarto what Egypt unsiccessfull y triedto dobackin 201 4
with Saudi Arabia and the UAE toavoid the arrencydevaluaionthe IMF wasasking for asa pre-
condtiontoitsintervertion. It would ertail asizealde bilateral support fromafriendto help finarcingthe
currentaccountdeficit andrehuild reservesfor afew yeas, outside of anycomprehensve padage to
bring long-term remedesto thecrisis. Theimmediate visible catsto the Lebarese pe@le wauld be
smaller, with only amodest fiscal consdidation, therescheduling of domestic debt withouta discount, a
protracteddefat situaion on exernal delt, andthe postponementof barking sector restructuring,
leaving theburden ofpast-accumulatedlosses to the next genaations. Lhdersuch scererio, the CEDRE
funds waild not be dshursed,leavingthe budjet with noinvestment capecity whasoever andthe
econany will undowbtedly be surviving for afew yeas, with capital controlsin place ad adistorting
paralel FX market, before being facedwith the exact same (or even wose) situation astoday, afewyeas
down theroad.

Under suchscenario also,privatizing public assets or using public sedor companiesas aresaurce to
coverthe massive losses accumulated in thefinandal sector would fall very short of the neeled
amounts. In acortextwhere theecaomy would nothave aedible dhanaes ofrecmvery and wherghe
governmentwould dbtain no suprt fromatroadfor theimplemertation of reforms, the adhorities
would not bealeto attract foreign investors andto restructure public ertities to regore profitability. In
addtion, the size ofthelosssaccumulated overtime in thefinarncia sector regresentmultiple timesGDP
and Léanon mssesses too few public assets to mondize.

By failing to tackle the core imbalances of the L ebaneseeconomy, the scenario of no or very limited
external suppat would considerably increase the risks of a complete collapse. Trying to escapefrom
afull-fledged IMF programusually doesnot bode well for thefuture of a cowntry. Theimport cortraction
that would be necessary in the alsenceor quasi-absence of externa finandal commitmerts wauld not

only leadto an esfenmore severe emnomic cantractionandthe rise of poverty, butcoud alsotrigger a
spraingrecessonwith theinevitade shortage of basic goodsandtheexdoson of the paradlel FX rateas
Venezud a hasbeenexperiencdng for same time now.Continuedhigh level of mondary financingfrom
BdL would inevitaldy leadto the acceleration of inflation andthetotal loss of confidercein the Lebanese
pound.Depositors and investorsin local currency would lose the value of their holdings overtime, whie
foreign curency depaitorswould have nochanceto recover any assets.

Although it comesat a codt, the scenario that is describedin the rest of the document offersfar
better per spectivesto restart the L ebanese ecoromy. It ertailsimmedate and sizeable suppat from
theinternational community in variousforms. The dyjedive ofthe governmentwill beto seaure
exceptional external funding andits rapid disbursementto immedately stop thebleedng of theecanomy
andall ocate fiscal space to alleviate the dfect of the recesionin theform of a social safety net package.
Thegovernmentwil | also ensue thatal commitmerts madeatthe CEDRE corferenceare includedin its
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program, to ersure the disbursementof the canmittedfundsovertime to invest in theinfrastructure of the
courtry.

Appendix 2 impact simulation of a devaluation of the L ebanese Pound at a USD/LBP rate of 3,500
on BdL and banks balancesheets down the road

Theimpact on balancesheds of BdL andcommercial banksfrom adevaluation of theforeign exdangeto
3 ,06USD/LBP is shown in the belowtables. Entriesassumedo bedenonmnatedin foreign currency are
highlightedin green.BdL& and commercial banksbbalancesheets are as per BdL& publicationonits
website.

BANQUE DU LIBAN
In LBPbn

15-Apr-20 D‘g’;“&“ PF Deval. 15.Apr-20 Dg"s"_‘:gg“ PF Deval.
GOLD 23,812 31472 55284  CURRENCY IN CIRCULATION 15,164 : 15,164
FC ASSETS 52,273 69,090 121,363  COMMERCIAL BANKS' DEPOSITS @ BDL 169,639 157,408 327,047
o/w Eurobonds 7,583 10,022 17,605 ow in FCY 119,093 157408 276,500
SECURITIES 57,903 : 57,903  PUBLIC SECTOR DEPOSITS 7,430 2 7,430
o/w T-bills 50,717 . 50,717  VALUATION ADJUSTMENT 15,709 20,764 36,473
OTHER ASSETS 66,466 - 66,466  OTHER LIABILITIES 9,156 . 9,156
LOANS TO BANKS 22,253 2 22,253  CAPITAL 5,607 (77.609)  (72,001)
TOTAL ASSETS 222,705 100562 323,268  TOTAL LIABILITIES 222,705 100562 323,268

COMMERCIAL BANKS

In LBPbn
 usswmes |
29.Feb-20 Dg“;‘;'om PF Deval. 29.Feb-20 D;’;‘:O“(‘;" PF Deval.
RESERVES / DEPOSITS @ BDL 178,0a4 157408 335451  PRIVATE SECTOR DEPOSITS 183,030 179861 362,891
ow in FCY 119,093 157408 276,500 ow in FCY 136,081 179861 315,941
CLAIMS ON PRIVATE SECTOR 61,715 54619 116,334  PUBLIC SECTOR DEPOSITS 7,286 : 7,286
ow in FCY 41,324 54619 95942  DEPOSITS OF NON-RESIDENTS 45,675 54793 100,469
CLAIMS ON PUBLIC SECTOR 39,422 23177 62,599 ow in FCY 41,456 54793 96,249
ow in FCY 17,535 23177 40,712 LIABILITIES TO NR BANKS 12,469 16.480 28,949
FOREIGN ASSETS 24,241 32,040 56,280  OTHER LIABILITIES 37,328 590 37,918
OTHER ASSETS 13,662 : 13,662 ow in FCY 447 590 1,037
CAPITAL 31,205 15518 46,812
TOTAL ASSETS 317,083 267242 584,325  TOTAL LIABILITIES 317,083 267242 584,325



Appendix3 £ mic Plan 20202 0 2 5
A. SECTORIAL STRATEGIES

As Lebanorhasand will have nomeans byitself in any foreseeable future to serioudy bocst the econamy,
ouroverall ecanomic appoachis based onleveraging:
- A new gaatradingthe Lebanese to invest in a productive emnomy asthe rentier econanic business
model of Lebanonfudedby high interest rates and higher return thanany productive econany is past
istory;
- Thereformedlegal, fiscal, environmentandthe modernizedinfrastructure ervironmentto rebuild the
investors 6onfidencein Lebanonandin their ability to ersure anadeguate return oninvestment;

- Theinvestmensthatwill be madethrough CEDRE and cather simil ar programs and infrastructure
investmerts;

- ThelLebanese Diaspora@s commitmentto Lebanonthrough cortributionsin productive investments,
dondions and sporsorships knowledye, relations, lobbying and market access aswell asproviding
remote job opportunitiesin theinternational knowledge econany;

- Patnerships with / assistance andknowhow transfer frominternational friendy courtries, multilateral
agendesandpartners will be of paramountimportarce to foster the growth of the econamy;

- TheMcKenzie study as:
0 Aninvestor reference providing insights onthebest investmentoppatunitiesandsectors;
o Alongwith CEDRE reform program, areferencefor reformsto beperformedandinfrastructure
investmertsto beexecuted;
Notingthat it shaild beupdaedevery other yearstartingin 2021to keepit up-to-date, measire
improvements madeandfactor in anychargesthe ewironmert.

B. QURECONOMIC VISION

To cortinuoudy define, promote andfollow-up ontheimplemertation of concepts, pdlicies, procedues,
measues, lawsand ationsleading on onehandto the sustainalde creation of value andjobsand, onthe
other hand, to the sustainable redwction in the Budyet and the Balanceof Paymentdedficits.

C. SHORT TERM PLAN

In arderto jump dart theeanamy, the kelow short-term plan wil start to beimplemertedimmedately:

1 4Encouage investmerts, employmert, andgrowth through:

- 1 @/earincame tax exanption for new investmertsin newly estallished conpariesin the sectors
that are supported byour long-term vision;

- Governmentownedland to berented for newindustrial investments at below market prices;

- Allocate Municipa, State and W& plots ofland to beused byfarmers;

- Reduced $SFfeesfor newly employed pesonsunder 3 §ears;

1 5Simplify / relax government administrative proceduesfor export and import andwaiving certain forms
and deumentationin certain procedures, atleast reduce the requiremerts for quietuses from NSSF for a
given peiod of time;

1 6Enactasimplifiedform of captal control mainly to ensure thefreedomn transacting for fresh money,
to ensure that freshmoneywil | not be subject to any bal-in ard/or tax on depaosits of anysart, if it takes
place andto request repariation of funds above 50000 $rarsferredafter Octoberl th 2020 by
Politicdly Exposd Pesans (PEPs) andshaeholders with apaticipationin excessof 5 %n barks;

1 7There nealsto be acomplete review of headcount in the public sector startingwith / at least thosewho
were recruitedthelast 2 years after the decreethat froze hiringand whichare cansideredillegal in
addtiontoayealy 2 0 %dudion of contractua head countfor 5 yeas. Sincetheeconanic plan
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includesthe revival of theindugrial and ariculture sectors, thelaid off workforce will berecycledafter
governmentsporsoredtraining programs;

1 8We should start reducing the Budjet defi cit by increasing progressively the fuel and gasoline frices;

1 9Start closingdown unrecessary ingtitutions as per the Ministerial Declaration;

2 OStart theprocessto indall scanrers a the orders andports.

D. INDUSTRIAL SECTOR

l. Overview:

Now thattherentierecanomy is kehind us,the Lebanese industry could bendit froma high level of skills
among the wiversity gradudesandlarge anourts of savings coming among others fromthe Lebaese

diaspora.

Nevertheless, it is hampered bythesize oftheloca market, high ccsts (e g. enegy, lang, inexisterce of
efficient industrial zones, weakinfrastructure, lackof techrica vocaional competendes, geopolitical issues
with oftensubstandard quality whil e focusing on pa&agng andor transformation andor assembling v/s
producing high quality / high value-added poducts.

In addtion, mostindustridists have beerunable lately to purchaseraw material fromatroadto thelack of
hard currengy.

Il. Our Vision:

Became aniche regional leaderin creative andnhigh-valueindustries and a hubfor regiona processing
creating suwstainalde value and jobs with asustainable redudionin the Balance of Paymentdeficit.

I. Our Strategy:

- Focus orhigh growth and value-added iche markets gearedtowards reducing imports and increasing
expats,
- Initidly avoid high erergy / utility corsumingindustries;
- ldentify and focus hvegmentson the import replacement industries
- Develop high level of qudity standards and quality control;
- Leverage:
o Thefinancid strength andknowhow of the Lebanese diaspora andthelocal investors;
0 Theavailahlity of highly skill edlator;
0 Theagricultural sector production;
0 Theregional market andrecorstruction reed.
0 Excdlenceinthe Knowledge and Techadogy Indugry

Il. Action Plan:

- Establish andiwmae a brand for quality products fiProudy Madein Leban o mmto Europan
stand@rdswith an annual budget of $2M (2021+);
- Develop multiple industrial zonesoffering world-class infrastructure andservices ($130M over athree-
yearperiod);
0 Based ondeveloping existingplans(Tripdi Special Econamic Zone,threeinduwstrial zones
propased byMinistry of Indugry / UNIDO);
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0 Otherzonesacross Lelanon, anongothers byrenting Municipal andState land for non
palutingindustries at below market prices based onageed uporgudity production geared
towards export;

Make governmentlandsavailale to support the Agroindusdry.
Increaseexport potertial by:

0 Adoping, erforcing, syportingand eforcing compliancewith indwstry state ofthe art quality
standards;

0 Waivingtaxesonanyproducefor the quartity expated (2 002);

0 Leveragingthe Canmerce Attachéand Lebanese dasporato open upnew markets (2 0 2);1
Provide al0-yeartax break on profits asfiscal incentivesfor newinvestmertsin thein theindustrial
sector (startingin 202L);

Provide a3-year5 0 %educionon NSSF feesfor graduatedemployees uner 2 Shatare employedfor
thefirsttime bythein theindugrial sector (startingin2 0 2 1

Provide subsdizedloans($3.55Bover the period of the dan) to promote investmentin targetindustries
(eg. geneic medcation,food pocesing, prefab,recycling, ec.).

Guaranteethefunds, liquidity, andinvestmerts as outlinedfor loanguarartees($300M), knowledge

andTechndogy Indugry ($100M)direct loansandsupport of raw material ($750M), SME enterprise
($ 30M), rural andcraft indudries ($ 10B1), incubators ($ 6M), labs($ @M), etc.

Enablers:
Implementthe broadecoromic ervironmentreforms (e g. easeof doing busness, infrastructure, power
geneation, etc.);
Develop ahigh quadity technical and vocdional education.

E. KNOWLEDGE ECONOMY

Overview:

Theknowledge ecmomy, whichis broadly definedasthe production of goodsand srviceshasedon
knowledge-intersive adivities, is bydefinition, definitely the econamy of thefuture for acountry like
Lebanon.

Lebanorhasindeedthekeyingrederts for successandfor becaning aregional credive hub lased on:

A greaerrdianceonintelectua capailitiesthan onphysical inputs or natural resources;

Thequality university infrastructure (although dedining in thelast yea's andunder financial stress due
to the an-going crises);

TheLebanese innovation capaity and kusiness andmarketing talent whichis well proven worldwide;
Deepknowledge regional knowledge andunderstanding of culture andlanguage;

Compstitive aosts furtherimproved bytherecent devaluation of the Lebarese Found.

Nevertheless, Letanonis suffering from seriousissueshamperingits development:

Continuous(andaacelerating) emigration ofits besttaents and its younggeneation;
Subparphysical andvirtua infrastructure with low broadbandpeedsandhigh connetivity costs
Weakregulatory andlegal frameworks;
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- Lackof incentivesand sedprojects fromthe Government(e g. fiscd incetives, R&D on donesfor
the LebareseArmed Faces or for thedevelopmentof the ariculture, etc.);

- Undedevelopedcapita markets and aurrent finarcial crisis making accesdo local capta challerging;

- Pooracceptance/ understanding of the Venture Caital (VC) appoachby local investorsand no
established relations with VC structures and investors abroad.

1. Our Vison:

Leverage talert, techrology, infrastructure andregulationsto build asustaingble and leadng knowledge
econany and becme aknowledge-driven dgital naion, attheforefront of innovation, acting asa talent
hubfor techrology, busness servicesand aitsaurcing, creative industries and edwcation.

" . Our Goal:

Became aglobdly recagnizedregiona serviceproviderand  Slicdin Valleyo genaating aninfl ow of
eguty and ofreventes from cross-border serviceswith several comparies having a valuaionin hundredsof
milli onsof dollars.

V. Our Strategy:

Lean to wak before wetry torun é

A suceessful knowledge emnamy company needgo have masteredtherelevanttechndogy andor creative
skill s, managgement skil ls, international busness developmentandor marketing skill s, etc. Currently,
Lebanmé knowledge sedor comparies have these skills aly atabasic level. We canrot jump fromwhere
we aeto SiliconValleyaswe have beertryingto dosince2 0 1 0 .

Therefore, we shoud:

- Subsdize the derelopmentof our capahlitiesby providingloca comparieswith oppatunitiesadated
to their capabilitiesandsuch sulsidiesshould benefit Lebanonandbe canmersurate with this benefit,
eg.
og Increasng patential exports andor import substitution;

o Hiringhigh talentemployees;

o0 DevelopingLebaroné knowledge cagbilities;

o Givingthesector a positive image abvoadi.e. bastingth elLelimo nhkbandandopering markets
up for each other

- Accderate thedigitization of the governmentand puolic inditutionsincluding healthcare, edication,
etc,;

- Egablishbridgesand partnershipsfor knowledge ecmomy comparieswith the Lebanese dasporaand
theVC community to atrad crossborder business andForeign Direct Investmerts (FDIs);

- Not penadlize canpariesthat are copying a successful busnessmodelfromalroad rather than
innovating aswe reedto master some ofthesemoddsfirstbefore wecanstart to innovate.

- Providethe @nducive ervironment(physical, fiscal, techndogical, etc.) for private local and
international investmernts.

- Continuowdy improve oureductional hub,attracting regional students aaosstheboad, and
international students for spedfic niches.

V. Action Plan:
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- Edablishinthe Ministry of Econany andTrade ateam dedcaed to the developmentof theknowledge
econany andthe cardination béweenall related public andprivate entities(2 002 0 2allbngwith a
National knowledge Ecormomy Coundl composed of key sel ected senior stakehdders frombath the
private andthe puldic sectors;

- Andyzetheresults of BDLG schame (circular 3 3) for VC andupdate and deelop it to make it more
efficient andprodudtive (202 D

- Adoptdigiti zation asthe key driver of sector productivity acossall sectors anddigital as the wique
ddivery means ofgovernmentand private sector services(2 0 2) by:

o Givingpreference Lebanese canparies,

0 Spittingbig tendersinto small er oneswherever it makessense, in order to allow amore Lebarse
biddersto beamongthe winnes,

Thus, theycangrow their capalilitiesasthe governmen stheedsgrow.;

- Allocatea 2m$ peryearbudget to establishatrademark for its knowledge econamy and pomote it
through the Canmerce Attachesandour international partnersto buld a retwork of investors and
budnessesreadyto cooperate with local knowledge economy comparies(startingin 202);

- Patnerwith academic ingtitutions,businesses and government entitiesto improve the support for
innovation and provide physical and humanresourcesaswell as knowhow;

- Launchincubaors andaccderators within the Lebares University's lranchegshroughoutLebanon, the
spacebeing provided bythe Lebanese University, while theincubators/ accel erators wauld beoperated
/ managedthrough private sedor initiatives;

- Pramote Lebaese Universities to attract foreign gudents (already in the tourismsector plan)and
promote pertnerships betweenlocal andinternational universities;

- Edablish ane stop sop /full service Knowledge Ecaiomy Zones(Digital Hubs) in greaer Beirut and
in rura areas with low rent (eg. onmunicipa or state landlike Rasid Karame Far) and low telecom
COsts;

- Provide alO-yeartax break on profits asfiscalincentivesfor newinvestmertsin the knowledge
econany sector (startingin2 0 2 1

- Provide a3-year5 0 #&ductionon NSSF feesfor graduaedemployees undr 2 Ghatare employedfor
thefirsttime bythetouristic sector (startingin 2@1);

- Provide anunanploymentallowancefor a certain anountof time, for peoge whotake therisk of
creating or workingin astart-up, in casethat start-up fails;

- Allocate anannual budgetof 5 0n$ R&D budget for capaity developmentof the LebareseArmed
Forcesto beinvested in theknowledge econay underthe supervision of CNRS (startingin 2Q1);

- Leverage the Canmerce Attadhesdandour international partnersto build anetwork of investors and
busnessesreadyto cooperate with local knowledye econamy comparies(startingin 202L);

- Provide ataxbreakforindividudsand conparesthat invest equity in theknowledge econay
allowingthemto deduct 10% of their investmentfromtaxes duefor a period of 5 yeas (startingin
2021

VI. Enablers:

- Enag, reviewand modeanize dl articlesof law and regulations recessary for theKnowledge Econany

sector, mainly barkruptcy, competition, IP & Data Rotection, Hedronic Signature (2 20 20 2 and
pat timers;

- ImplementtheFiber strategy (see investmentplans).

F. AGRICULTURE SECTOR
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l. Overview:

Lebanorberefitsfromalarge bodiversity dueto its geograply, dlowingit to producea very large variety
of cropswith a serious tential to feedtheMiddle Eat and Rurope with ahigh-value crops lreadlasket.

Nevertheless, the agriculture sector suffers fromlow produdivity dueto amall holding sizesor outdated
tecmiques, low quality stardards, ineffective caperative systems, choice of low value-addedcrops
sametimescultivated ataloss(tobaccoor wheat), lackof Governmentsupport leading to high production
costs. In addtion, exports have been haperedby the geopditical instability for practically thelast 1 0
yeas.

. Our Vison:

Focus orhigh-value high-qudity produce geaedtowards export geneating sustainalde wealth for farmers
andrura communitiesandparticipatingin the reduction of the balanceof paymentd€ficit through a
coadinatedeffort by all stakehdders.

. Our Strategy:

- Shift fromlow-valuelow-qudity crops towards hHgh-value high-qudity crops (e g. avocadobio, etc.)
with afocus oncropsthathave revededcomparative advartage for Lebaron to boostexports (e g.
potatoes, |ettuce, thyme);

- Increaseproduictivity per acre oflandto bein linewith global averagesthrough improvedtechniques
andmoden techrologies;

- Renderocal markets more efficient by strengthening the cogerative system;
- Reapthe banefits ofthereentlegali zation of camakisfor medcal use.

V. Action Plan:

- Edablishand promote a lrand for quality products i P udy Madein Lebao nup to European
stardards with ananrual budget of $2 m(2 012);

- Incertivize the shift to high-value gopsandprovidethe neessary support for 2 yeasto:

o Fadlitate theintroduction of latest methodologiesto improve yield andquality by off ering training
and wokshopgo farmers, andraise avarernessregardingthe overuseof fertilizersand pesticides
2023

0 Fadlitate accessto financing in theform of subsidizedloans(202 1)+

o0 Providefiscalincertive for investmertsin the Agriculture sector;

- Increaseexport patertia by:

0 Improvingqudity standards;

0 Strengthering qudity cortrol mecharmsms (overuseof pesticides, irrigation using contaminated
water, €c.) (2 012);
Waive taxes onany produce for the quantity exported (2 0 2)0
1ISO17020 cetificationfor foodingpedion (2 012);
Providetrainingto move away from harmful harvest and pat-harvest techniques(2 0 2)0
Fadlitate exparsion & improvementof post-harvest infrastructure (e g. cold storage & padkaging
facilities) (2 0 2)1

0 Leveragingthe Canmerce Attacheand Lebanese dasporato gpen upnew markets (2 0 2);1
- Improve podudivity (for e.g. for potatoesLebanon25. #haTurkey3 2 t/hd):

O O0OO0Oo

0 FApPr-HN n



0 By usngInformation Technaogy andIT, we cansel ect better crop, fertilizer, andpesticide
(202)1

o Strergthenthe credit cooperative sector (accessto finanang) as the wse of improvedvarietiesof
seedks, fertilizers, pesticides, agricultural machinery, require fundsthat the farmer canrot easily
acess(2 0 )1

0 Train the ministryés techmical staff to help farmers better identify insects, pests, and dseasesto
quickly eliminate them(202 1)+

0 Educdefarmersin the methodsof sowing, maturing andirrigating thenew high-yielding varieties
of seeds(2 012);

- Reinforce andsupport cogperativesto:

o Compersate thesmall average hdding size andstrengthenthe negotiating power of the farmersv/s
thedistributors (2 @1 ¥

0 Havethecritical size for digiti zation andautomeation;

- Progressively stop the subsidiesfor wheat andtobacco and se the proceeds more efficiently to develop
the sector;

- RentMunicipal and Sate land to farmers at below market pricesbased on areedupon q@ity
production geared towardsexpat;

- Solicit the support of multil ateral agendesand dororsto for financing.

V. Enablers:

- Review andmodenize all articlesof law elatedto the Agricultura sector (2 0 220 2 1
- Increasenvestmentinto enalinginfrastructure, both hard (roads, energy, etc.) and sdt (eg. ICT).

- Integrationof ICT notonly in the agricultural sector e.g. e-commerce, atomatic milking, butalsoin
other sectorseg. orlineland registration andand valuatio n é

G. TRADE & INVESTMENT RELATION

A keychdlerge that Lebanonisfacing relatesto the existing tradeandinvestmerts relationswith its key
patnesincreasingthelarge imbadance betweenimports and exports. To that eff ect, goecific attertion will
begivento erhancd trade & investmentagreamerts able to gengate large ecoimmic benéits, nanely:

- TheEU Association Agreementandthe B-TA Free TradeAgreementneed to berengyotiated;

- TheWorld Trade Oganzation, MERCOSUR Free Trade Agreamerts (Argentina, Brazil, Paraguay,
Uruguay, ec.) and Agadr Agreaement(Egypt, Jordan,Morocco, Tunisia) negotiationsshauld cattinue
and besignedafter extremely careful review;

among otherthings, to address theissuesthe private sector is facingwith bah technical and nan-techmica

measueswith afocus onfood exrts, ptarmaceuica products and rule of origin corstraints.

Suchreview shaild strongly cortribute to the development of key sectors, provide newopportunitiesfor
expatsandfor foreign drect investmentin support of the developmentof the produdive econay. The
Ministry of Economy andTrade,with the asistance of local andinternational experts, will coordinate with
al involvedMinistries(Agriculture, Indudry, Foreign Affairs), IDAL andChambers of Commercein order
to:

- Enter and/or renegotiate and/or withdraw from existing tradededs;

- Imposetariff and na-tariff measwesonimports.
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H. TOURISM SECTOR

Overview:

Tourismhasprovento be avehicle of growth andjob creation all overthe world. Prior to the pardemic, it
wasoneof thefastest growing sectors of the world economy. Accading to the Netural Resouces
Consutative Fouma $2%, 0 On@stmentin tourismgeneatesl 8 fRll-time jobs. Moreover, tourismtends
to accelerate reform anddiversify exports, makingthe econay less vulnerable to fl uctuationsin demand.
Otherbergfits of tourismincludeanincreasein damestic consumption, hdp in poverty alleviation, and
empowermentof women. Ultimately, Lebanoreimsto buld anecanomicdly produdive andsugainade
tourismsector.

Lebanorberefits, anongothers, from:

A diverseandrichvariety of archeological and/or historical sitesandcities (including same of the
oldest human settlements, famous Phoeitiancitieswith Byblosbeingthe mostandient still inhakited
city on earth datingto morethan40 0 BC, UNESCO World Heritage Stes, etc.) with a 40 0O-year
cultura heritage;

Excepional natural sitesand hiodiversity conducive to outdoor, rural and agritourism(Jeita Giotto, one
of thefinaiststo theWorld New Wonds, etc.);

Numerousrenownedreligioussites and a pil grimage desination anrounced bythe Vatican(Holy
Valeyi WadiQannouinei, Cang, Saint Charbel andmuch more);

Outstanding andvaried gastronamy expeaience, nightlife entertainmentand atherleisure offers (e g.
skiing, hiking, sun &sea, etc.);

Goodinfrastructure geaedtowards bisinesstourism(MICE i medings, incertives, canferences, and
exhbitions) noting thatsuch tourismstimulatesthe economy evenin thelow season;
Renownedmedca and educaion g/stems condicive to rdlatedmedca and educational tourism;

A large daspora community acossthe globe maintaining strong andregular linkswith its Lelanese
roots.

And naw, thedevaluation of the Letanese Pound. makingtourismfinarcially attractive for
internationa tourists.

Nevertheless, Letanonts TourismSedor faced and struggleswith structura problems relatedto:

Its internationally tarnishedimage and unkear branding;

Thelack of cohesionin terms of vision, strategy andfocusa ongwith weakcommunication andno
related budet;

Therepditive aises Lebanonwentthrough bengpadlitical, geopditical, sccial, econamic orfinancial,
etc. makingit lessattractive to international tourists;

High costs with respect to otherpopular destinaions li ke Turkey (hotels, fli ghts, etc.);
Hotel roomcapaity (mainly in thelow to medumend) andprice/qudity issues,
Weaktechnologica andtranspatation infrastructures,

Pollution and waste and waste weter i SSues;

A Fragmentedtourismecasystemwith responsibilitiesdispersed aross several stakehdders (Ministries,
agendes, NGOs, etc.);

Findly, the QOVID-19 dsease whichis expected to aff ect the worldwidetourismsector, including
Lebanonfor asignificant period of time.

Our Vision:
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