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EXECUTIVE SUMMARY

The third progress report in follow-up to the International Conference for Support to Lebanon
“Paris III” (Paris, January 25, 2007),  provides an update on progress achieved in the third
quarter and since June 20071.

Of the total $7,613 million pledged in the Paris III
Conference, agreements have been signed for $3,356
million. These agreements include $1,250 million for
budgetary support, $752 million for private sector sup-
port, $1,070 million for project financing, and $285
million for aid in-kind. 

Additional $992 million are expected to be signed by
the end of 2007, including $817 million for budgetary
support and $175 million for private sector support.

The IMF concluded in its second report on EPCA2

implementation that the 2007 program is on track with
the Lebanese authorities meeting all end-June quantita-
tive targets with large margins. 

The institutional structure that the Government has
set to monitor the implementation of the Paris III pro-
gram continues to ensure sustainability of the reform
momentum generated under Paris III. Significant
progress was recorded during the third quarter as each
Natural Owner3 finalized its Paris III program charters
along with detailed work and resource plans and a Paris
III Commitment Document (PCD). Those were presented,
along with monthly progress of implementation, to the
three Inter-Ministerial Committees (IMCs) during their
second and third monthly meetings, held in July and
August. The IMCs have approved initiatives and pro-
grams and endorsed the allocation of all initiatives.

As per the updated programs, the number of initia-
tives of the Government’s socio-economic reform pro-
gram totaled 299 initiatives, grouped into 54 programs
and allocated to 15 Natural Owners. Initiatives were pri-
oritized into 123 short term initiatives (expected to have
a significant impact by November 2007) based on their
socio-economic impact, legislative requirements, and
ease of securing budget. As updated, these short term
initiatives include 46 social, 37 economic and 40 infra-
structure and privatization initiatives.

In the coming months, the IMCs will approve techni-
cal assistance (TA) and funding requirement allocations.
The Ministry of Finance will follow up on requests and
coordinate with donors in mobilizing the needed
resources for IMC-approved programs/initiatives.
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1 The first two progress reports, published in April 2007 and July 2007, are part of the Government’s policy to provide regular updates on
reform implementation and external assistance. These reports are available on www.finance.gov.lb.

2 The Government of Lebanon entered into an Emergency Post Conflict Assistance agreement with the IMF on April 7, 2007. 
3 Natural owners are the line Ministries and Public Sector Entities responsible for reforms. They are Ministries of Social Affairs, Public

Health, Education and Higher Education, Labor, Finance, Economy and Trade, Telecommunications, Energy and Water/EDL, Transport,
Office of the Minister of State for Administrative Reform, Banque du Liban, Higher Council for Privatization, Telecommunication
Regulatory Authority, and  National Social Security Fund, Council for Development & Reconstruction.

64%
Support through
Government

12%
Projects
Underway

5%
Support through
UN & CSOs

19%
Private Sector
Support

Updated Distribution of Pledges 
Total $7,613 million

Source: Collected data by September 21, 2007
Pledges under discussion amount to $31 million and are less than
1% of the total



Despite daunting political and security challenges, the Government has undertaken substan-

tive measures to kick-start the reform program in a short period of time. For the first time,
the Government has set an institutional structure to conduct, coordinate and monitor the
implementation of reforms. This structure ensures strong ownership and shared responsibil-
ity among public institutions. It is testimony to the Government's drive towards greater inclu-
siveness, transparency and accountability.

A. INSTITUTIONAL STRUCTURE FOR 
IMPLEMENTING REFORMS4

As mentioned in the Second Progress Report, the
Government Reform Program Coordination Office (GR
PCO) continues to coordinate the implementation of the
Paris III socio-economic reform program and liaises with
and supports the work of the three Inter-Ministerial
Committees (IMCs) (Social, Economic, Infrastructure &
Privatization) chaired by the President of the Council of
Ministers. The Committees meet monthly to resolve
issues escalated from “Natural Owners” (i.e. line min-
istries and public sector entities), and to prioritize sector
initiatives. The IMCs approved the programs and
endorsed the allocation of all initiatives.

The updated number of initiatives of the socio-eco-
nomic reform program totals 299 initiatives, grouped
into 54 programs allocated to 15 Natural Owners.
Initiatives were then prioritized into 123 short-term ini-
tiatives, based on their socio-economic impact, legisla-
tive requirements, and ease of securing budget (46
social, 37 economic and 40 infrastructure and privati-
zation initiatives),  expected to have a tangible impact by
November of this year.

Progress to Date

During the third quarter, the Natural Owners:

• Finalized program charters5 and detailed work plans
that included the objectives, key implementation risks,
resource requirements (technical assistance, budget
and team), milestones of key deliverables and key per-
formance indicators to assess the efficiency, impact
and sustainability of the reform initiatives.

• Submitted resource plans, which include funding and
technical assistance requirements, classified into short-
term (needed before August 2008) and long-term.

• Completed a Paris III commitment document. This doc-
ument will be the basis upon which the IMCs will fol-
low-up on the reforms with each ministry.

• Presented the first monthly progress report on the
implementation of reforms to the third IMC meetings
held in August. Progress on each target was summa-
rized in a Delivery Report, along with future success
measures and actions required to realize that success.

05

IMPLEMENTATION OF 
THE REFORM PROGRAM

4 The institutional structure envisages a Government Reform Program Coordination Office (GRPCO) based at the Office of the
President of the Council of Ministers. The GRPCO liaises with 3 Inter-Ministerial Committees who work on the social, eco-
nomic and privatization pillars of the program. 

5 Program charters are prepared by each natural owner to establish program monitoring mechanisms in order to manage
implementation of own initiatives. They include the consolidated initiatives under each program and highlight clear deliver-
ables and milestones as well as key performance indicators.



Furthermore, the three Inter-Ministerial Committees:

• Finalized the process of allocating Paris III reform ini-
tiatives, reviewed and discussed the program charters,
work and resource plans prepared by the concerned
ministries and public institutions during their second
meetings from July 4th to 6th, 2007.

• Endorsed the program charters including action plans,
key performance indicators and milestones during
their third meetings from August 22nd to 24th, 2007. In
addition, the IMCs reviewed the Paris III commitment
document and filtered requests for technical assistance
and other funding requirements. 

• Reviewed and resolved issues escalated by Natural
Owners. 

Next Steps

• Each Natural Owner will sign the Paris III Commitment
Document (PCD) with the respective IMC detailing scope
of work, timeline, milestones, and key performance indi-
cators.

• Each Natural Owner will continue reviewing monthly
progress of implementation and report on progress.

• IMCs will review and approve TA and funding require-
ment allocation, in line with Paris III objectives, and
macro-economic constraints.

• The Ministry of Finance will follow up on requests and
coordinate with donors in mobilizing the needed
resources for IMC-approved programs/initiatives.
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B. PROGRESS ON IMPLEMENTING THE REFORM PROGRAM

This section highlights the progress achieved in implementing the reforms during the third
quarter since the Paris III conference. The institutional structure put in place to monitor the
reforms proved its success as natural owners were able to continue with the reforms during
one of the most difficult periods. This section also lays out the initiatives planned for the
fourth quarter.

1. Social Reform Program

MINISTRY OF SOCIAL AFFAIRS 

Significant progress has been achieved, especially
under the program related to enhancing the manage-
ment of the social sector, through the following concrete
measures.

First, a comprehensive social strategy is being formu-
lated. This strategy is intended to reflect the govern-
ment's vision and priorities with respect to social issues,
an important step towards improving social indicators,
the efficiency of social spending, and coordination
among concerned ministries. Following consultations
and studies, a first draft strategy framework was pre-
pared and submitted for the experts' review at the end
of August. The final version of the strategy framework is
expected to be submitted to the Inter-Ministerial
Committee before the end of the fourth quarter of 2007.

Second, action towards eliminating the overlap in the
provision of social services by ministries is underway.
The technical secretariat of the social IMC solicited sup-
port to collect the data on duplication of programs and
services of the Ministries of Social Affairs (MoSA),
Education and Higher Education (MEHE) and Public
Health (MoPH). In July and August, the relevant data
were collected and processed. A consolidated presenta-
tion of findings is under preparation and will serve as
the basis for bilateral meetings between ministries end-
September to beginning October. The meetings are to
identify reforms to eliminate duplication and enhance
the coordination in the delivery of social services.

Third, significant progress was made in the coordina-
tion of local development initiatives. A mapping of local
development projects implemented by government insti-
tutions and/or major donors was prepared with support
from the Art Gold (a joint CDR-UNDP project). The map-
ping includes details of local development projects that
were executed during the 2002–2007 period and
planned projects. The mapping was reviewed by Art
Gold and the IMC Technical Secretariat; it is under fur-
ther review by a consultant for verification and final
modifications. Based on the mapping, an automated
database of all local development projects will be estab-
lished. The components of the database have been
already consolidated and data entry will be initiated as
soon as mapping is finalized. 

Fourth, with support from the World Bank, a detailed
work plan for the implementation of the pilot Proxy
Means Testing, the needed tool for targeting poor house-
holds, was finalized. Piloting is planned to be completed
by June 2008, after which the national rollout will start. 
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MINISTRY OF PUBLIC HEALTH

The MoPH is implementing a reform program to
upgrade primary healthcare services. The initiative aims
to revitalize primary healthcare through the implemen-
tation of a five year action plan based on a recently
developed primary healthcare (PHC) strategy. In the
third quarter, the number of contracted centers in the
PHC network was increased from 85 to 117. 

In parallel, the development and implementation of
the PHC accreditation program commenced in June
2007, funded by the Italian Development Co-operation
is expected to be finalized in December 2007. A project
committee has been formed at the MoPH to coordinate
and follow up the implementation of the accreditation
project activities. A draft accreditation tool for PHC cen-
ters is being finalized within the technical committee
and a first national consensus meeting was held at
Balamand University in early September. The meeting
was an opportunity to discuss progress on the project
activities and reach consensus on the accreditation tool.
Pilot testing of the tool in 10 health centers, finalization
of the tool, as well as training on its implementation in
two health centers is expected to take place in the fourth
quarter of 2007.

MoPH is implementing and institutionalizing a public
hospital accreditation program, in collaboration with the
Ecole Superieure des Affaires (ESA). A draft training pro-
gram for public hospitals on accreditation as well as a
new national accreditation procedure are being finalized.
Experts of the French Health Authority (HAS) were mobi-
lized in the third quarter of 2007 to (i) conduct training
on accreditation to 25 public hospitals, (ii) establish a
short list of “accredited” certification companies, (iii)
update and upgrade accreditation standards and (iv) con-
duct a survey to public hospitals. Discussions on mobi-
lization plan and schedule of activities have started with
HAS to launch project activities in September. 

As part of the rationalization of health expenditures,
the Ministry is utilizing a $100,000 grant that has been
signed with the World Bank to introduce a utilization
review function at the MoPH, develop 30 hospital
admission protocols and realign MoPH coverage
towards more cost-effective healthcare facilities. The
World Bank team is preparing terms of reference for the
consultants and will share them with the MoPH for val-
idation. The grant agreement activities are expected to
be launched in October 2007. 
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In addition, MoPH has been developing common
health insurance standards, procedures and functions.
Completion of the pilot testing of the visa billing system
is expected in October 2007. Matrices for 2004-2005
National Health Accounts are being developed. Data
from NSSF, ISF and the Army were forwarded to the
MoPH for National Health Accounts 2004-2005 matri-
ces and preparations are underway to institutionalize
the collection and extraction of data from each public
fund for 2006 and 2007. 

Program budgeting has been developed by MoPH and
presented to the Ministry of Finance as part of the 2008
budget, which constitutes a pilot for program based
budgeting. The programs presented were related to:
Expanded Program on Immunization, Primary Health
Care, Epidemiological Surveillance, school health and
oral health.

The reform effort to fully develop and operationalize
the National Expanded Program on Immunization (EPI)
builds on existing support provided by UNICEF and
WHO in order to scale up current activities towards a
fully institutionalized national EPI program.  The MoPH
and UNICEF agreed on a one year work plan focused on
strengthening routine and supplementary immunization
services with five different components: program man-
agement, service delivery, communication, capacity-
building, and monitoring and evaluation. In this context,

Reach Every District approach was initiated in Bint Jbeil,
Baalbeck Akkar, Minieh , Denniyeh and Hermel districts.
A follow-up round was conducted in Bint Jbeil and will
be expanded to other districts in October 2007. A
Hepatitis B zero dose campaign was organized in collab-
oration with all private hospitals. Also, a Knowledge
Attitude Behaviour and Practices (KABP) survey was ini-
tiated with the support of UNICEF. An NGO partner was
identified and a questionnaire developed and launched
in mid-August. As part of the support for EPI, 27 vehicles
for the EPI program were delivered by UNICEF.

Another critical aspect of the national health system is
integrated disease surveillance and response. In this
context, a WHO consultant conducted an assessment of
9 laboratories in different regions to evaluate their needs
and capacities to support epidemiological surveillance
in case of outbreaks. In addition, a new database on
Access to the National Cancer Registry was developed
using national and international standardized codes.

MoH is also undertaking pharmaceutical reform by
re-pricing all drugs registered between 2000 and 2006.
As of mid-September, 30 percent of drug files in catego-
ry A were reviewed and resulted in an average decrease
in drug prices of 19 percent.

PROGRESS ON IMPLEMENTING THE REFORM PROGRAM



MINISTRY OF EDUCATION 
AND HIGHER EDUCATION 

The Education Sector Strategy document is expected
to be endorsed by the Council of Ministers end of
September 2007. Implementation of the 3-year strategy
was launched in the third quarter of 2007. 

The Ministry of Education and Higher Education
(MEHE) launched the process of developing a three year
budget within a medium term expenditure framework
along with performance indicators. A decree was issued
by the Minister of Education in August 2007 to establish
a committee responsible for developing the shadow
budget. Furthermore, MEHE has been collaborating with
the Ministry of Finance and with World Bank TA mis-
sions which have provided recommendations on
launching the new budgeting process. Terms of refer-
ence have been prepared for a consultant to provide
assistance in the translation of the ministry’s strategic
plans into a budget proposal within a medium term
framework. The consultant is expected to commence
services by the end of October 2007. Following that, the
consultant is expected to submit the inception and situ-
ational analysis reports, and to assist in preparing the
budget in November 2007.

Within the context of implementing Education
Management Information System (EMIS) at the Ministry
and the School Information System (SIS) at schools, the
terms of reference for re-launching the procurement of
Education Management Information System (EMIS) were
prepared by MEHE, and a draft of Request for Proposals
for EMIS connectivity has been developed. Furthermore,
delivery of the required equipment for the School
Information System (SIS) is expected by the first week of
October 2007. 

A firm was selected to undertake organizational
restructuring and staff development at MEHE with incep-
tion and action plan reports to be completed by
November 2007. The new organizational structure for
MEHE is expected to be submitted by the end of the year.

MEHE has also embarked on improving the efficien-
cy, effectiveness and competence level of the teaching
workforce through the leadership and instructor devel-
opment programs. The second phase of Leadership
Development was completed with 303 school princi-
pals completing a professional development program.
Certificates were distributed to each of the 303 princi-
pals on September 12th, 2007. Furthermore, each can-
didate has prepared and is currently implementing a
school development plan for his/her school. 20 out of
the 303 school principals are to be nominated to
become master trainers and will be participating in the
“Train the Trainers” program that will be held in Canada
in October 2007. Progress towards institutionalizing the
Leadership Program within MEHE and the Lebanese
University is ongoing in order to maintain sustainability
and development of the leadership training program for
school principals. 
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With regard to Instructors Development, MEHE is cur-
rently undergoing negotiations with a TA consultant to
develop tools of Evaluation for Teachers Instructors
Continuous Development Program. Inception and a
Situational Analysis report are expected by mid-
November 2007. 

Enhancing the assessment of academic achievement
has been progressing. An Assessment of Current
Situation and a work plan under phase 1 of Exam
Management System (EMS) development have been
completed and phase 2 has been launched to develop
EMS software. An inception report under phase 1 of the
Question Bank System (QBS) was completed in July
2007, and phase 2 of QBS has been launched to devel-
op a processes management methodology. QBS and
Exam Generation System (EGS) were tested successfully
on the second session of official examinations on 60 %
of subjects for grade 12 (Baccalaureate) in September of
2007. QBS is expected to be ready to be used by
November 2007.

MEHE is currently working on reviewing and updating
the curriculum. A new curriculum has been developed
by the Education Center for Research and Development
(ECRD) for preschool and cycle 1, and the development
of curricula for remaining cycles are underway.

In order to enhance the strategic management of edu-
cational facilities, MEHE has established criteria for con-
solidation of unviable general education (GE) schools. A
decree was issued by the Minister for consolidation of
30 unviable schools in August 2007, and consolidation
is expected to be completed by October 2007.

MEHE has been also working on developing a
Geographical Information System (GIS). A TA consultant
completed, in August 2007, a study related to
Geographical Information System (GIS) professional
development. The consultant conducted an assessment
of requirements, a gap analysis, and formulation of an
action plan for improvement, in addition to recommen-
dations relating to building capacity within MEHE and
identifying training requirements for the school mapping
unit staff.

PROGRESS ON IMPLEMENTING THE REFORM PROGRAM



MINISTRY OF LABOR

The Ministry of Labor (MoL) is focusing in the short
term on two work streams, for which it has set detailed
work plans.

The first revolves around revising labor laws to facili-
tate employment of temporary and seasonal workers,
and youth labor. The program started in August 2007
and is expected to be completed by June 2008. In the
fourth quarter of 2007, a committee comprised of spe-
cialists, judges and administrators will be set in order to
review existing labor laws and propose preliminary
changes to the procedures. Following this, a committee
including representatives from the government, private
employers and workers will be formed to review and
finalize the proposed changes. This committee will final-
ize the revised draft labor laws and send it to the
Minister of Labor, to be forwarded afterwards to the
Council of Ministers.

The second stream focuses on enhancing the capaci-
ty building and automation at the Ministry of Labor. This
program started in August 2007 and is expected to con-
tinue till July 2009. In the fourth quarter of 2007, the
process of preparing the terms of reference for the nec-
essary consultants, launching requests for proposals and
the selection process will be undertaken in coordination
with Office of the Minister of State for Administrative
Reform (OMSAR). Subsequently, consultants will be
recruited and will work on assessing the existing data-
base, procedures and studies in collaboration with the
Directorate for Research and Orientation.

NATIONAL SOCIAL SECURITY FUND

The National Social Security Fund (NSSF) is modern-
izing the social insurance system utilizing a $700,000
grant from the World Bank. The grant covers a period of
eighteen months and will support the design and imple-
mentation of two key systems: (i) electronic claims pro-
cessing and utilization control systems; (ii) registry of
plan members and collection of contributions. The grant
will also support the following activities: (i) an actuarial
valuation of the health insurance branch; (ii) the estima-
tion of government arrears with the NSSF and the design
of a refinancing plan and (iii) the design of at least three
reform options for the health insurance branch includ-
ing assessment of welfare and fiscal impacts.

A World Bank mission visited during the last week of
September and worked with NSSF on finalizing activity
terms of reference and commencing the consultant
selection process. A World Bank consultant will be
mobilized in the first week of October to work with
NSSF on initiating the grant activities.
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2. Economic and Fiscal Reform Program

MINISTRY OF FINANCE

In order to rationalize current expenditures and
increase the productivity of spending, the Ministry of
Finance has undertaken the following measures in the
third quarter of 2007. 

First, as mentioned in the Second Progress Report, the
following instructions were set and communicated in
the budget 2008 circular issued in May 2007. One of
the measures to rationalize spending communicated in
the budget is to ask Spending Agencies to reduce their
various expenses by 5 percent and to come up with pro-
posals for potential saving areas.

Budgets of spending agencies were prepared accord-
ingly, reviewed by the Directorate of Budget and the
Minister of Finance and will be submitted to the Council
of Ministers by the end of September 2007. Total
planned budget spending for 2008 is 2.4 percent lower
when compared to Budget 2007 Proposal figures. 

Second, the planned phasing out of the Council of the
South and Fund for the Displaced, is another important
step towards containment of current expenditures.
Decree # 292 of 27 April 2007 gives the right to the
Council and the Fund to have a treasury advance of LL
100 billion (LL 40 billion for the former and LL 60 bil-
lion to the latter). To date, LL 30 billion for the Fund for
the Displaced and LL 35 billion for Council of the South
were paid.

Finally, the Ministry of Finance has held several meet-
ings with Electricité du Liban and the oil purchase
department at the Ministry of Energy and Water, in order
to audit and rationalize related expenditures. Pursuant
discussions and reporting have resulted in the projection
of more accurate spending figures, and the formulation
of more efficient accounting procedures.  

The Ministry of Finance has embarked on enhancing
revenue collection, which constitutes another key meas-
ure in the authorities' fiscal adjustment strategy. In fact,
in Q2 2007, all taxes outperformed EPCA targets
(achieving 8% overall higher revenue collection than
projected) and the IMF mission concluded that the
strong revenue collection should allow the authorities to
contain the primary deficit below the program ceiling.
Total revenues increased by around 10% for the first six
months of 2007 when compared against the same peri-
od in 2006. More specifically, revenues from Casino Du
Liban increased by 33% during this period reflecting the
increased share of the Treasury from the Casino's total
net revenues from gambling to 40% (in effect from Q1
2007) from the 30% collected during the first 10 years.
Also as part of a revenue enhancing and administrative
reform, the built property tax administration has been
linked to the Cadastre database since January 1st 2007.
As a result, comparative figures indicate that built prop-
erty tax revenues increased by 11% during the first six
months of 2007 compared to the same period of the
previous year.
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The Ministry has undertaken steps to improve cash
flow forecasting by establishing a Cash Management
Unit at the ministry, as per decision #1281 dated
August 20th, 2007. This unit is intended to reduce idle
balances by streamlining payments and receipts, and
improving cash management practices across govern-
ment entities. Presently, a report was prepared to detail
budgetary and treasury expenditures and revenues of
the past three years, in order to track line items that
recorded significant fluctuations. The report also pro-
posed a number of public institutions and directorates
to be taken as pilot agencies to commence working on
forecasting expenditures and revenues.

Reforms in public financial management initially have
focused on budget coverage and budget preparation
mechanisms. The Budget 2008 Circular included major
changes for preparation of the 2009 budget, as all line
ministries were requested to present forward estimates
of their financing requirements for the period 2009-
2011 in their budgets. The Draft Budget 2008, which is
currently undergoing final review before submission to
the Council of Ministers by end of September, was pre-
pared in light of the Medium Term Expenditure
Framework (MTEF). The MTEF constitutes a general
guideline for the spending agencies over a three-year
period and sets a global budget ceiling for 2008.

In parallel, the Ministry of Education and Higher
Education (MEHE) was selected as a pilot for preparing
an "extended" budget request for 2009 based on
Medium Term Expenditure Framework, combining cap-
ital and recurrent budgets and performance budgeting
principles, thereby linking the financing requirements to
the achievement of education sector objectives. A joint
work force was established between the Ministries of
Education and Finance for this purpose. Furthermore,
two World Bank TA missions visited in July and August
to assist in the translation of proposals in ministries'
strategic plans into budget proposals within a medium
term framework and within the budget ceiling. This task
will further assist spending agencies in preparing their
own medium term expenditure framework for next year's
budget. When fully implemented across all ministries /
agencies over time, this budget preparation framework
will help break the existing cycle of basing a ministry's
new budget on its previous year's allocations, and help
reconcile the achievement of targeted spending cuts
with the need for targeted increases in spending on pub-
lic infrastructure. 

A number of structural measures were undertaken to
modernize the revenue administration towards a func-
tion-based structure with strong headquarters, fully
automated business processes, risk-based compliance,
and skilled and professional staff. A decree to reorgan-
ize regional tax offices along function based operations
was issued by the Council of Ministers. The main prerog-
atives of the regional tax office are supervising the relat-
ed departments and cashiers, providing tax control
according to the plans of the Revenues Directorate and
preparing the necessary statistics. It is expected that the
follow-up collection will be moved from treasury to tax
offices by end of 2007. In addition, the restructuring
decree approved the organizational structure of satellite
offices. It is expected that by end of 2007, satellite
offices will have been launched and the related transac-
tions and procedures will have been finalized.
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On the tax administration front and modernizing leg-
islation, the Tax Procedure Code implementation regula-
tions are expected to be developed by end of 2007. The
draft law of the Global Income Tax is currently undergo-
ing final stakeholder consultations before its submission
to the Council of Ministers, which is expected to take
place in the fourth quarter of 2007. 

It is expected that the electronic registration systems
and procedures will be finalized, the registration team
within taxroll will be trained, and the necessary equip-
ment will be installed during October 2007. By the end
of 2007, a communication campaign and registration
process will have been launched. In addition, progress
has been achieved to put in place a new audit strategy
based on risk selection criteria, new audit techniques
and procedures, and the development of an audit man-
ual. Central audit and compliance teams were formed
and the annual audit budget plan and program were
prepared. A procedure manual and a scoring system for
"cease of activity" transactions have been developed and
other deliverables such the necessary business process-
es, procedures and automated functions are expected to
be completed by end-2007. 

To strengthen debt management and improve trans-
parency, the Ministry has prepared and published the
first specialized report in September 2007. The report
covers the government's debt structure, domestic pri-
mary market debt, information related to secondary
trading, a list of Eurobonds outstanding, and a full range
of risk indicators, configuration of creditors of each type
of debt and other pertinent data- information that is usu-
ally requested by investors and international organiza-
tions. This report will be generated in a timely manner
and is targeted towards decision makers, investors and
the public. 

In contributing to the improvement of the business
environment, the Ministry of Finance has laid out a
number of reforms to facilitate the work of private enter-
prises. In August 2007, the Ministry of Finance prepared
nine decisions for simplification and clarification of tax
inspection procedures. Furthermore, within the context
of promoting the creation of venture capital funds to
facilitate financing, the Building Block Equity Fund a
$20 million fund focusing on Lebanese and Lebanese
related Small and Medium Enterprises (SMEs) had its
closing ceremony on July 23rd, 2007 at $17 million. The
$20 million target is expected to be reached by the end
of the year.
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Launching of the “Intensive Training Program for the new recruits at the Ministry of Finance"
with the CEO and General Manager of Renault-Nissan, Mr.Carlos Ghosn



MINISTRY OF ECONOMY AND TRADE 

The Ministry of Economy and Trade (MoET)’s initiatives
aim at improving the business environment mostly
through growth enhancing structural reforms, which cover
areas such as competitiveness, cost of doing business,
boosting SME’s, WTO accession, and compliance with
European and other international technical standards. 

Overall, the MoET has been moving forward in imple-
menting its reform program in accordance with the set
action plan; notable exceptions exist in the case of leg-
islative barriers with the Parliament being effectively
paralyzed. Activities in the third quarter of 2007 have,
therefore, mostly focused on preparing laws and other
key documents.

Within the context of encouraging investment, major
achievements have been recorded in consolidating busi-
ness registration procedures, which will soon be formal-
ized in a Memorandum of Understanding with
LibanPost, the future site of a one-stop shop for new
business registrations. Furthermore, a mapping docu-
ment outlining further legal reforms in this area has
been developed.

Key laws for promoting and strengthening the
Lebanese Intellectual Property regime have been draft-
ed, and are awaiting either the Council of Ministers
and/or Parliament consideration for enactment. The
MoET has also been working on strengthening its
Intellectual Property Protection Office through creating
and staffing positions for an Investigative Authority, while
also equipping the Office with relevant training and equip-
ment, expected to be completed by February 2008.

Since the National Committee on Trade and
Transport Facilitation (NCTTF) was activated in July
2007, it has engaged in a series of intensive meetings to
undertake a needs assessment in four key areas: 

• Rafic Hariri International Airport 
• Port de Beyrouth
• Multi-modal transport system 
• Land borders

Accordingly, four sub-committees will identify prob-
lems facing these areas, as well as suggest solutions, all
of which will be integrated into a report with recommen-
dations to be presented to the Prime Minister and the
Council of Ministers. The outcome of this process will
also lay out the next steps for NCTTF.

Laws to improve the business environment are also
being prepared for implementation. The Law for the
Protection of National Production, which aims at pro-
tecting domestic industry from injurious imports, was
issued in 2006. Its implementing decree has been sub-
mitted to the Council of Ministers for adoption. At the
same time, other laws on Standards and Technical
Regulations and Conformity Assessment, will draw upon
local and international expertise, and, as such, are
under preparation and to be submitted for Council of
Ministers consideration by end of Q4. The law establish-
ing the Competition Council was completed in draft form
in August 2007 and was sent for review by key stake-
holders prior to its submission for the Council of
Ministers and, subsequently, for Parliamentary consider-
ation by the end of the fourth quarter.

Finally, the MoET has completed a preliminary map-
ping outlining the areas of the commercial legal frame-
work that will require adopting and/or amending new cor-
porate governance and bankruptcy and liquidation laws.
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CENTRAL BANK

In the short-term the Central Bank (Banque du Liban
– BDL) has focused on the following measures: (i) main-
taining the floor on BDL gross reserves, (ii) transferring
regulatory responsibility and (iii) enhancing access to
credit.

Within the context of maintaining the floor on BDL
gross reserves, the figures to be submitted to the IMF
have been set according to a specific template developed
by both parties within the context of EPCA program. An
International Monetary Fund (IMF) mission which visited
Beirut July 19-23 to review performance under the
2007 EPCA program concluded that the end-year quan-
titative targets for gross international reserves and cen-
tral bank credit to government should be achievable.

BDL Governor issued Decision #9641 to regulate pri-
vate credit bureaus on June 29th, 2007. Transferring
regulatory responsibility will occur and is to be imple-
mented following the Parliament's approval of the draft
capital markets law.

BDL has embarked on enhancing access of business-
es to credit through the following concrete measures: (i)
interest subsidy schemes have been introduced to pro-
vide favorable conditions for leasing; (ii) interest subsidy
schemes have been extended to incubators and (iii) sev-
eral programs have been launched to encourage banks
to on-lend to SME clients through risk-sharing facilities.
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OFFICE OF THE MINISTER OF STATE 
FOR ADMINISTRATIVE REFORM

The Office of the Minister of State for Administrative
Reform (OMSAR) is modernizing the procurement code
to help bring procedures to international standards. The
draft law for public procurement and the draft law for
the reorganization of the public procurement adminis-
tration will be finalized by end of September 2007.
Following approval of the Economic Inter-Ministerial
Committee (IMC), these two draft laws will be submitted
to the Council of Ministers for endorsement.

OMSAR is also addressing corruption in the adminis-
tration. To this end, two candidate ministries have been
identified: the Ministries of Finance and Public Works.
The Ministry of Finance has volunteered to participate in
the anti-corruption project and a meeting will be held
between the Ministers of OMSAR and Finance during
September to sign a memorandum of understanding to
carry out the project.

OMSAR is developing modalities for outsourcing tasks
carried out by the public sector and has already identi-
fied the tasks to be outsourced to the private sector in
five Ministries (Economy & Trade, Social Affairs,
Industry, Agriculture, Public Works). 

OMSAR is also developing the TORs and scope of
work for the consultancy firm which will analyze find-
ings and identify priority activities, and propose a mech-
anism to such outsourcing based on international best
practices. TORs will be ready by end of October.

In addition, OMSAR is preparing an action plan for the
implementation of the e-Government strategy. OMSAR
has developed the TORs for the consultant to review and
update the e-government strategy and develop a high
level national action plan. OMSAR is currently in the
process of contracting a consultant to fulfill the require-
ments of the said TORs. OMSAR is also developing TORs
for the e-readiness assessment to be finalized by end of
September 2007. 

An e-procurement development project funded by a
mini-grant has been initiated with results expected in
mid-2008.

Finally, OMSAR will be implementing a training pro-
gram for the Ministry of Public Health (MoPH), which
includes Information Technology. By September 2007,
the preliminary assessment of MoPH training needs is in
the process of being completed and the preparation of
TORs kicked-off.
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3. Infrastructure and Privatization 
Reform Program

TELECOMMUNICATIONS SECTOR6

On the Telecommunications Regulatory Authority
(TRA), the transfer of regulatory functions from the
Ministry of Telecommunications to the TRA has proceed-
ed. TRA has been active in preparing for the upcoming
mobile privatization. The TRA budget has been
approved by the Ministry of Telecommunications and
the Ministry of Finance. A second Council of Ministers
decree is required for a budget advance. TRA has also
submitted its staffing regulations to the Council of
Ministers for approval. 

Several steps have been undertaken to progress
towards the corporatization of Liban Telecom (LT). The
Ministry of Telecommunications has been working with
an international human resources consultant on the pro-
cedures and processes necessary for the establishment
of Liban Telecom. The first phase of this consulting proj-
ect has been completed. As part of this phase, the LT
organizational structure, corporate governance model
and target profile for the Board of Directors and
Executive Management Board members have been
defined. The appointment process will be launched by
the fourth quarter of 2007. In addition, the LT asset
transfer plan and accounting procedures are expected to
be ready by the end of the year.

The privatization of the mobile operators has also
progressed. The related financial, technical and legal
due diligence are in their final stages. In parallel, the
Information Memorandum and Request for Applications
for launching the mobile tendering process have been
finalized. 
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Regulatory Authority, and the Higher Council for Privatization (HCP).
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POWER SECTOR7

In order to strengthen the sector policy-making capac-
ity, an international consultant has been appointed in
August 2007 to provide advisory services to the Ministry
of Energy and Water, with co-financing from a World
Bank grant. Initial meetings have been held with the
consultant, who is expected to commence services by
mid-September 2007. Furthermore, a grant has been
secured by Agence Française du Développement (AfD) to
finance the execution of a Master Plan for the power sec-
tor by Electricité du France (EDF). EDF is expected to
start working as of September 2007. 

To enhance the operational efficiency of EDL, an
international consultant has been appointed in August
2007 to provide advisory services to the EDL, with co-
financing from the World Bank and Agence Française du
Développement. In parallel, the government has
launched a number of initiatives. The government is
working on reinforcing the capacity of the EDL finance
department. A decision was undertaken by EDL's Board
of Directors to issue a Request For Proposals (RFPs) to
attract local and international accounting firms for
undertaking the tasks of organizing, modernizing, and
improving the work practice at the accounting depart-
ment of EDL. 

Furthermore, EDL's 2001 audited accounts have
been published online on both the EDL and Ministry of
Finance websites, and an international auditor has start-
ed auditing EDL financial statements for 2002-2006. So
far, the 2002 audited statements have been presented
in draft form, and the 2003 audited statements are
being drafted. In order to study the feasibility of extend-
ing the lifetime of the Zouk and Jiyyeh power plants,
RFPs have been drafted, and a short list of firms has
been prepared. On the distribution front, the Ministry of
Energy and Water is actively managing the work of the
international consultant that was hired to manage two
projects to improve metering and distribution. The ten-
dering process for both projects was launched in June
2007, and the pre-qualification phase has been com-
pleted. The deadline for the submission of proposals has
been set as end-November 2007. 

In order to corporatize and privatize EDL, an interna-
tional consultant has been appointed in August 2007 to
provide advisory services to the Higher Council for
Privatization (HCP), with co-financing from a World
Bank grant. Commencement of services is expected to
take place in mid-September. In June 2007, the
International Finance Corporation (IFC) was retained by
HCP to advise on the development of additional genera-
tion capacity in the Beddawi power plant through
Independent Power Producers. A tender process for the
selection of a technical and an accounting advisor to
assist IFC in the execution of the transaction was
launched in August 2007, with the aim of getting both
consultants on board in November 2007. 
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In order to assess the impact of the potential funding on debt sustainability, pledges were
categorized according to the following: 

• Support through the Government: aid in-kind, balance of payments (BoP) support, budget
support, and project financing (including technical assistance). 

• Private sector support to enhance growth through facilitating credit.
• Support through the United Nations and Civil Society Organizations (CSOs).
• Projects underway.
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8 Appendix D provides a detailed breakdown of all pledges and intended uses.
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9 The same exchange rates have been used as previous progress reports to allow for comparison. In particular €1=$1.3

Table 1. Updated Paris III Pledges (Greater than $10 million; in $ million9)

European

Investment Bank 1,248 709 20 260 260

Saudi Arabia 1,100 100 1,000

World Bank 975 275 300 400

United States 890 120 235 286 250

Arab Fund for

Economic & Social 750 85 328 337 

Development 

France 650 163 488

European

Commission 486 39 243 65 139

United Arab 

Emirates 300 300

Islamic 

Development Bank 250 30 215 5

Arab Monetary

Fund 250 100 150

Italy 156 26 33 98

Germany 134 91 43

United Kingdom 115 35 80
International
Monetary Fund 77 77

Spain 53 16 5 33

Egypt 44 15 29

Belgium 26 13 13

Turkey 20 20

Canada 17 13 4

Norway 15 8 8

Oman 10 10

Others* 47 14 1 1
TOTAL* 7,613 1,464 346 320 77 400 476 1,303 2,301 896

Source: MOF collected data by September 21, 2007
*$31 million are still under review under “Other”; For a report detailing all pledges including “Others” please refer to appendix D.

Country Total
Private
Sector

Support

UN/
CSOs

In-
Kind BoP

Loan to
Government 

Budget
Support

Project
Financing

Projects
Underway

Grant to
Government 

Budget
Support

Project
Financing



A. UPDATE ON GOVERNMENT SUPPORT

Table 2. Updated summary of pledges for government support ($, million)

Source: MOF collected data by September 21, 2007

1. Budgetary Support 

The following is a status of discussions on budgetary support:

SAUDI ARABIA

Saudi Arabia pledged $100 million grant for budgetary
support. This support was received on April 11th 2007.
Details are provided in the Second Progress Report.

WORLD BANK GROUP

Total budgetary support pledged by the World Bank
Group is expected to reach $300 million. 

The first agreement for $100 million was signed with
the International Bank for Reconstruction and
Development on September 7th, 2007.  The agreement
is in the form of a Reform Implementation Development
Policy Loan (RIDPL) that earmarks money for budgetary
support. Disbursement is conditional on the implemen-
tation of reforms committed to by the government in its
Paris III program. The first RIDPL focuses on reforms in
the power sector, but also covers the social, business cli-
mate and public financial management sectors. This
form of lending helps in achieving two important objec-
tives: reducing the debt burden, and expediting reforms
in the targeted sectors. 

The loan was negotiated on July 6th, 2007 and
approved by the World Bank’s Board of Executive
Directors on August 2nd, 2007. Disbursement is expect-
ed by end September or early October 2007. For further
details please refer to appendix B.

The Government of Lebanon is currently in discussions
with the World Bank regarding another RIDPL with a focus
on the Social Sector for $75 million. Negotiations are
expected to take place in November 2007. The World
Bank Board of Executive Directors is expected to review
the social RIDPL before the end of 2007. 

A grant agreement of $1 million to support social sec-
tor reforms was signed with the World Bank on
September 7th, 2007. The grant is distributed as follows:
$700,000 for modernization of the social insurance
system (National Social Security Fund), $200,000 for
strengthening of social safety nets (Ministry of Social
Affairs), and $100,000 health sector cost rationaliza-
tion. The allocation for this grant is from previously
pledged $70 million grant for reconstruction and recov-
ery in the aftermath of the July 2006 war. 
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Grants

Budgetary
Support BDL TotalIn-Kind

Loans
TOTAL

Project
Financing

400 476 320 1,196

1,303 2,301 77 3,680

1,703 2,777 77 320 4,877



UNITED STATES

Total budgetary support pledged by the United States
is $250 million in the form of grants. 

A Memorandum of Understanding was signed with
USAID on behalf of the United States Government on
July 5th, 2007. This MOU sets the terms for the disburse-
ment of $250 million, expected over 2007 and 2008.
The disbursement of this support is based on the imple-
mentation of certain reforms selected from the govern-
ment’s reform program. The support will be used to
reduce debt with the first payments expected to be used
to pay upcoming debt service payments and maturities
to the World Bank. 

The first grant agreement for $75 million was signed
on August 31st, 2007. In addition, a monitoring agree-
ment was signed on September 12th, 2007.
Disbursement will be done directly to the World Bank
on behalf of the Lebanese Government as payments
become due. 

As each disbursement becomes effective, new grant
agreements will be signed with USAID on behalf of the
American Government. 

FRANCE

Total budgetary support pledged by the French
Government totals €375 million. As mentioned in the
Second Progress Report a mission was in Lebanon dur-
ing the week of April 23rd to hold initial discussions
regarding this support. The €375 million in debt
replacement are expected to be treated similarly to the
support provided at Paris II, however with tranching
over a period of three years.

The French Parliament is expected to vote on this
support as part of the French 2008 budget before the
end of 2007. The first disbursement would follow
immediately. 

EUROPEAN COMMISSION (EC)

The EC pledged a total package of $104 million (€80
million) for Macro-Financial Assistance, subject to
approval by EU Parliament. The package includes a $65
million (€50 million) loan and a complementary grant
estimated at $39 million (€30 million) to pay the inter-
est on the loan. The MFA is expected in two tranches
over 2007 and 2008. Several discussions with the
Ministry of Finance have taken place including meetings
in Lebanon with representatives of the EC in May 2007
and in September 2007 at the sidelines of the Euro-Med
Econfin meetings in Porto, Portugal. 

A fiduciary environment assessment mission is
expected in October 2007, prior to the finalization of
the MFA. The package is based on implementation of
reforms in public finance management, social sector
and power sector. The MFA is earmarked for debt reduc-
tion and subject to EU Parliament approval. Voting is
expected before the end of 2007 with the first tranche
made available soon after. 

UNITED ARAB EMIRATES 

As mentioned in the First Progress Report an agree-
ment for $300 million debt replacement loan was
signed on February 20th, 2007. The loan is allocated for
debt replacement and bears an interest rate of 2.5 per-
cent per annum. On August 28th, the agreement was
modified based on a Council of Ministers decision.
Transfer of money is expected by end September or
early October 2007. 

ARAB MONETARY FUND (AMF)

Total budgetary support pledged by the AMF is $150
million loan. The loan is expected to be based on fiscal
reforms. The Ministry of Finance has had several
exchanges with the Fund and a mission is expected in
the last quarter of 2007. The first tranche is expected to
be upon the signing of an agreement.
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OMAN

Oman has pledged $10 million in budgetary support.
The Ministry of Finance is in touch with the Omani Ministry
of Finance to determine the timing of disbursement. 

MALAYSIA

At the Paris III Conference the Malaysian Government
pledged to refinance some of its existing debt with the
Lebanese Government in support of the Government’s
economic reform program. On July 20, 2007, Lebanon
and Malaysia successfully completed a re-profiling of
two sets of Republic of Lebanon Eurobonds, amounting
to $500 million, held by Malaysia.

The transaction involves replacing two sets of
Eurobonds held by the Central Bank of Malaysia with
two new issued at concessional terms. Both transactions
were listed on the Luxembourg Stock Exchange and the 

Beirut Stock Exchange and were admitted to trading on
the Luxembourg Stock exchange on the 20th of July,
2007. The transactions were led by the Republic of
Lebanon. 

In effect, the re-profiling extended maturities and
grace periods, lowered the interest charged to 3.75%,
and resulted in debt service savings for Lebanon estimat-
ed at $60 million. For further detail please refer to
appendix C.

In addition, Malaysia through the Malaysian embassy
has expressed interest in supporting the Lebanese
Government with $1 million in budgetary support either
in the form of support to housing compensation or debt
reduction.
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Table 3. Summary of Budgetary Support Agreements Signed to Date ($, million)

Source: MOF collected data by September 21, 2007

Table 4. Summary of Budgetary Support Agreements Under Discussion ($, million)

Source: MOF collected data by September 21, 2007

Donor Amount StatusType of Support

Saudi Arabia Grant 100 Received

World Bank Loan 100 Signed
UAE Loan 300 Signed

US Grant 250 Signed

Malaysia Debt restructuring 500 Received

TOTAL $1,250

Donor AmountType of Support

France Loan 488
AMF Loan 150

EC Loan & Grant 104

World Bank Loan 75

TOTAL $817

UPDATE ON GOVERNMENT SUPPORT
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Donor
Grants for

Project
Financing

Loans for
Project

Financing
Description

2. Project Financing

Project financing pledged in Paris III totals $2,777 million, 83 percent of which is in the form
of loans. 

Table 5. Summary of Project Financing Discussion ($, million)

European Investment Bank 

The new $260 million (€200 million) is expected
to be spent on $86 million (€66 million) for waste
water and $182 million (€140 million) power
project. 

20 260

Saudi Arabia
The Lebanese authorities are currently in discussions
with the Saudi Fund regarding the programming of
the $1,000 million in loans for project financing. 

1,000

Arab Fund for Economic 
& Social Development 

No discussions as of yet as significant agreements
with AFESD are pending Parliamentary approval.

328

World Bank No discussions as of yet.400

European Commission  

€ 187 million are grants in the framework of EC
cooperation with Lebanon for the period 2007-
2010. Signed with PCM €10 million for technical
assistance for support to socio-economic and politi-
cal reforms; €18 million with CDR and OMSAR (for
municipalities); €3 million for EU scholarship fund
for Palestine refugees in Lebanon; €15 million 
facilitating access to finance, support mechanism 
to the Central Bank; €4 million support to 
humanitarian demining in Lebanon.
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Islamic Development Bank

MOU signed with CDR:
$5 million grant to assist in CDR studies
$30 million very soft loan – 1% interest: 

Hospital – total $32 million. (A new one in Tyre 
for $10 million, and rehabilitation of other hospitals)
Schools - $5 million 

$215 million at 5%. Those include:
Bisré Dam - $70 million
Waste and waste water sector (in Akkar) -$20 million
Financing gaps in existing projects – approximately 
$50 million. This is mostly for infrastructure 
particularly roads.
Rehabilitation of roads – approximately $65 million.

30 215

UPDATE ON GOVERNMENT SUPPORT
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Donor
Grants for

Project
Financing

Loans for
Project

Financing
Description

Italy

Grants: €15 million grant in 2008; €10 million
grant in 2007 programming underway. 

Soft loan: €75 million for non-productive sectors
such as social, agriculture; some will be to cover
gaps in existing projects. 

33 98

Germany 

€40 million from various ministries (e.g. border secu-
rity, coastal radar system, water system) €30 million
Paris III pledge: (2007) under development coopera-
tion for programs related to vocational training, water
supply and sanitation, and the environmental sector.
These funds comprise €22 million for the continuation
of the "Rehabilitation of Water and Wastewater
Systems" program and €3 million in additional 
funding for the "Introduction of Cooperative (Dual)
Vocational Training" program. Germany is also 
providing about €5 million for activities to address
environmental damage.Projects being worked on:
Vocational and Technical School €12.8 million, Water
Supply €33.2 million. All implementation is through
German development corporations (GTZ, KfW).

91

Spain
Project financing (€1.9 million) and technical assis-

tance (€1.76 million).
5

Egypt Expected for the power sector.29

Belgium
€10 million for reconstruction of villages destroyed in
the South. Approved project for re-equipment of the
Tibnin civil hospital for €4 million.

13

Canada Technical assistance.4

Norway
Discussions were held with the Ministry of
Environment to finance project dealing with oil spill.

8

Denmark Border management.1
TOTAL 476 2,301

Source: MOF collected data by September 21, 2007
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3. In-Kind Contribution

Support in the form of technical assistance and in-kind contributions totaled $320 million.
In-kind contributions are expected from the United States, Egypt and Turkey. To date, the
United States has indicated that $270 million in technical assistance and in-kind contribu-
tions were supplied to the Lebanese armed and security forces. In addition, Egypt has signed
an agreement to provide supplies and technical assistance to rehabilitate the power sector
for approximately $15 million, particularly the Jiyeh power plant.

4. Balance of Payments Support

As mentioned in the Second Progress Report, a loan in the amount of $77 million from the
IMF was received at Banque du Liban on April 4th, 2007. 

B. SUPPORT TO THE PRIVATE SECTOR 

Significant progress continues to be achieved in
reaching agreements to promote growth through sup-
porting the private sector. To date, $752 million in
agreements have been signed with another $175 mil-
lion expected to be signed shortly. The disbursement
will depend on the applications of the private sector and
the banks’ processes.  

EUROPEAN INVESTMENT BANK (EIB)

Progress has been achieved on three fronts:
• EIB signed with CDR a €60 million Line of credit agree-

ment to provide long term financing for SME invest-
ment projects. 

• Final agreement on a €100 million facility that targets
the reconstruction and recovery of SMEs whose business-
es were affected by the recent conflict is expected to be
reached with CDR and BDL (subsidized with EC €15 mil-
lion grant). This loan is subject to Parliament approval.

• EIB through the Facility for Euro-Mediterranean
Investment and Partnership (FEMIP) signed a commit-
ment agreement for a total of €12.5 million. The first
agreement of €7.5 million was to help create a new
investment company, Byblos Ventures s.a.l. (Holding).
Byblos Ventures is mainly dedicated to small & medi-
um sized enterprises (SMEs) in Lebanon. The second
investment was in Bader's Building Block Equity Fund

for a total of €5 million. The Bader organization whose
goal is to promote entrepreneurial culture is Lebanon
was the driving force in creating this fund.

WORLD BANK GROUP (THROUGH THE IFC)

A total of $235 million in agreements have been
signed with local intermediaries. The following is updat-
ed information:
• Credit line facilities totaling $90 million: BLOM  

Bank ($50 million), Fransabank ($25 million) 
and Credit Libanais ($15 million)  

• Trade Finance agreements totaling $100 million: 
Bank Libano-Française ($20 million), Bank of Beirut 
($40 million), and Fransabank ($40 million) 

• Risk sharing facility with Bank of Beirut of up to $25 
million 

• An investment of $20 million was made in a retail 
institution (ADMIC).
The IFC expects to sign two additional agreements for
a total of $45 million by year end, bringing IFC’s sup-
port to the private sector in Lebanon to $280 million.

UNITED STATES (THOUGH CITIGROUP AND OPIC)

As per the Second Progress Report, Citigroup and The
Overseas Private Investment Corporation (OPIC) have
signed agreements with financial intermediaries for the
total Paris III pledge of $120 million. 
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ARAB FUND FOR ECONOMIC 
& SOCIAL DEVELOPMENT 

On December 9, 2007 the Arab Fund for Economic
and Social Development signed a loan agreement with
CDR for KWD 30 million ($85 million) for the recon-
struction of damaged infrastructure. The loan agreement
was sent to Parliament for approval. 

FRANCE (THROUGH AFD)

The Agence Française de Développement (AFD) has
signed agreements for a total of €85 million ($111 mil-
lion) with local intermediaries as per the Second
Progress Report. 

ARAB MONETARY FUND (THOUGH ATFP) 

In addition to the two agreements signed in March
and April 2007 and reviewed in the Second Progress
Report, the Arab Trade Financing Program (ATFP) signed
an addition $25 million credit line agreement with Audi
Bank to finance Lebanon’s external trade. This total of
$107 million exceeds the AMF Paris III pledge for pri-
vate sector support.  
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Country Total Pledged Signed to Date
Additional

Expected by
Year End

European Investment Bank 130709 94

Total Expected
by Year End

224
World Bank Group 45275 235 280
United States 120 120 120
Arab Fund for Economic &
Social Development 

85 85 85

France 163 111 111
Arab Monetary Fund 100 107 107
Belgium 13

TOTAL 1751,464 752 927

SUPPORT TO THE PRIVATE SECTOR

Table 6. Summary of Private Sector Support to Date ($, million)

Source: MOF collected data by September 21, 2007



C. SUPPORT THROUGH UN & CSOs

Support channeled through the United Nations agencies and civil society organization (CSOs)
is $346 million. To date the US has expressed that the $50 million through USAID has all been
earmarked for development projects and $27 million has been contributed to support UNIFIL. 

D. PROJECTS UNDERWAY 

Some of the funds pledged in Paris III represent contributions that were in the process of
being allocated. The following table provides a description of the projects underway. 

Table 7. Summary of Project Underway ($, million)
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Donor Projects
Underway Description

EIB 260
$260 million (€200 million) for projects in waste water, 
ports and roads

AFESD 337

Electricity Sector = 35 million KWD; Damaged Infrastructure = KWD
30 million; support for admin reforms = KWD 9 million; water &
waste water = KWD 25 million.

EC 139 €107 million were grants pledged in Stockholm

IDB 5 $5 million grant to assist in studies

Germany 43
€10 million Stockholm Pledge

€2 million committed in 2006 for emergency measures

€21 million committed before 2006 for ongoing programs
UK 80 EC contributions

Spain 33 €25 million pledged for the Lebanon Recovery Fund 
at Stockholm. €15 million received to date.

TOTAL 896



A total of $1,070 million of agreements have been signed to date from the categories project
lending and projects underway.

Table 8. Summary of Project financing agreements signed to date ($, million)

E. UNDER REVIEW

A $31 million is still under review by the donors and their programming is yet to be final-
ized. These include support from Jordan, Greece, Australia, China, Ireland, Cyprus, Brazil,
South Korea, Luxembourg, Portugal, and Slovenia. This support is expected to be in the form
of grants.
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Donor Signed to Date

EIB 260
AFESD 337

EC 197
IDB 250

Germany 26
TOTAL 1,070

Signing of World Bank Agreements



Table 9. Sector Allocation of Pledges

Source: MOF collected data by September 21, 2007

The above table does not include countries where sector information is not available as of publication of the report.

SECTOR ALLOCATION

In addition to budgetary support and private sector support, donors have indicated certain
sectors to which they would like to allocate their pleges. The power and social sector were
of a focus as per the priorities set in the Government’s reform program. The following table
details available allocation of pledges.
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Donor Description

European Investment Bank Private Sector, Power, Water, Ports, Roads, Privatization
Saudi Arabia Budgetary Support; Other
World Bank Budgetary Support, Private Sector, Power, Social, Water
United States Budgetary Support, Private Sector, Security, Development
Arab Fund for Economic &
Social Development 

Private Sector, Power, Roads, Water, Admin reforms

France Budgetary Support, Private Sector
European Commission  Budgetary Support, Political Reforms, Social, Economic and Recovery, De-mining
United Arab Emirates Budgetary Support 
Islamic Development Bank Social (Hospitals & Schools), Roads, Water
Arab Monetary Fund Budgetary Support, Fiscal Reforms, Private Sector
Italy Employment, Social, Infrastructure
Germany Security, Education, Water, Environment
United Kingdom Palestinian Refugees
International Monetary Fund Balance of Payment
Spain Development Projects 
Egypt Power
Belgium Private Sector; Reconstruction
Turkey Social
Canada Social, Economic Development, Governance
Norway Environment, Humanitarian
Oman Budgetary Support
Jordan Housing
Sweden Peace Building, Recovery, Development
Denmark Security, Humanitarian
Japan Development
Austria Development
Finland Development
Malaysia Budgetary Support, Housing



As indicated in the Second Progress Report, the Government of Lebanon entered into
Emergency Post Conflict Assistance (EPCA) with the IMF. This agreement allowed the
Government of Lebanon to access the IMF’s policy for emergency post conflict assistance in
an amount equivalent to SDR50.75 million (equivalent to $77 million at time of transfer)
while agreeing to certain quantitative targets and monitorable actions. These targets and
actions were based on the Government’s Economic and Social Reform Program. The EPCA
program also provided access to capacity building through technical assistance from the
Fund. 

On July 19-25, 2007 a second IMF mission was in Lebanon to review performance of the sec-
ond quarter under the EPCA program. The report issued by the IMF on September 4th con-
cluded that the 2007 program is on track with the Lebanese authorities meeting all end-June
quantitative targets with large margins. The end June monitroable actions were completed as
well. The mission documented that the economy continues to be overshadowed by the polit-
ical and security situation with the political deadlock not exhibiting a sign of resolution.
However, the financial system remains resilient owing to moderate capital inflows.

The IMF indicated that the Lebanese authorities are well placed to meet the end-year quan-
titative targets under EPCA. However, donor disbursements have been slower than expect-
ed. (For further details please refer to IMF Report on Performance Under the Program
Supported by Emergency Post-Conflict Assistance in Appendix A)

The first mission dating May 14-28, 2007 held discussions for the 2007 Article IV consultation
and reviewed the first quarter assessment under the EPCA program. For details regarding this
mission please refer to the Second Progress Report. 

The next IMF mission is expected in October 2007.
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A. INTERNATIONAL MONETARY FUND, LEBANON
REPORT ON PERFORMANCE UNDER THE PROGRAM SUPPORTED BY
EMERGENCY POST-CONFLICT ASSISTANCE

Prepared by the Middle East and Central Asia Department

(In consultation with other departments)
Approved by Juan Carlos Di Tata and Scott Brown, September 4, 2007

• The Executive Board approved Emergency Post-Conflict Assistance (EPCA) for 25 percent of quota, or SDR
50.75 million, in April 2007, and Lebanon drew the full amount shortly thereafter. The EPCA-supported pro-
gram for 2007 is based on the five-year reform program presented by the authorities at the Paris III conference
in January 2007. This report updates Executive Directors on performance under the program during 2007 rel-
ative to the first- and second-quarter quantitative indicative targets and structural monitorable actions. A safe-
guards assessment of the Banque du Liban is underway.

• The staff’s findings are based on discussions held by two missions that visited Beirut during May 14–28 and
July 19–25, 2007. The missions comprised Messrs. Gardner (head), Schimmelpfennig, Sdralevich, and Ms.
Oner (all MCD); and Messrs. Finger (PDR), Hoffmann (MCM), Le Borgne and Mati (FAD). The missions met with
the minister of finance, the governor of the central bank, the minister of economy and trade, and senior officials
from the prime minister’s office and various agencies. Mr. Di Tata (MCD) and Ms. Choueiri (OED) participated
in some of the policy discussions.

• The 2007 program is broadly on track. The authorities met all the end-March quantitative indicative targets,
with the exception of net borrowing by the government from the central bank. All end-June quantitative targets
were met with large margins. The implementation of some of the monitorable actions for end-June suffered from
delays, mainly due to technical reasons. The authorities are well placed to meet the end-year targets. So far,
Lebanon has been relatively insulated from the effects of the recent financial market turbulence. Donor support
in 2007 is falling short of expectations, which could adversely affect financing and debt dynamics.
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I. BACKGROUND AND RECENT DEVELOPMENTS

1. There are as of yet no signs of a solution to
Lebanon’s political deadlock, which stems from both
deep internal divisions over power sharing and geopo-
litical tensions. Mediation attempts by the Arab League
and France have so far failed to produce a compromise.
Parliament is expected to be convened on September 25
to elect a new president, but absent a quorum (if the
opposition stays out) the process will possibly stretch
out until President Lahoud’s term ends on November
25. Failure to elect a president could result in the forma-
tion of two parallel governments—the governing coalition
could remain in power, while the outgoing president
could appoint a new prime minister. While all parties
have vowed to refrain from violence, the security situa-
tion remains tense.

2. The economic situation continues to be overshad-
owed by the political stalemate and episodes of vio-
lence, including the assassination of an MP and the
armed confrontation between the army and Islamic
militants in the North. In this environment, economic
activity, including tourism, remains subdued, and real
GDP is expected to rebound only slowly to achieve a
moderate increase of about 2 percent in 2007, some-
what higher than envisaged in the program (Figure 1
and Table 1). Following price pressures in the summer
of 2006 arising mainly from the conflict with Israel and
the ensuing blockade, CPI inflation declined through
mid-2007 and, on current trends, should fall to around
2 percent by year’s end.

3. The financial system remains resilient to the polit-
ical uncertainty. Owing to moderate capital inflows (and
slow deposit growth), as well as limited donor disburse-
ments, gross international reserves declined by $300
million to $11 billion in the first quarter. However,
deposit growth has accelerated since then, and by end-
June broad money was already 4? percent higher than
prior to the conflict with Israel, with international
reserves recovering to $11.6 billion. Still, the economy
is highly vulnerable to swings in confidence, and the
political deadlock has increased risks, as reflected by
Eurobond spreads (459 basis points as of August 29)
and deposit dollarization (at around 76 percent), which
remain substantially higher than prior to the 2006 con-
flict. The recent turbulence in international financial
markets has not had a significant impact on Lebanon.
While spreads have increased by around 80 basis
points between mid-July and mid-August, there has been
no pressure on the currency, and deposit inflows have
remained robust though at a more moderate pace than
in the second quarter.
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Sources: Lebanese authorities; J.P. Morgan; Bloomberg; and Fund staff calculations.
1/ Coincident indicator is a composite indicator of economic activity monitored by the central bank.
2/ Defined as gross international reserves minus principal and interest due over the next 12 months on

all foreign currency liabilities of the central bank to entities other than government of Lebanon.
Excludes long-term foreign exchange liabilities of the central bank.

Figure 1 . Lebanon: Recent Developments, January 2005 - July 2007
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II. PERFORMANCE UNDER EPCA

4. All the quantitative targets for the first and second
quarters of 2007 were observed, with the exception of
the end-March ceiling on government borrowing from
the Banque du Liban (BdL) (Table 2). Difficult market
conditions in the first months of 2007, with commercial
banks reluctant to roll over maturing securities, led the
government to rely more on financing from the BdL, thus
exceeding the end March target, albeit by a small mar-
gin—the outcome was LL 106 billion ($70 million) above
the LL 903 billion ($602 million) flow targeted for the
first quarter. All end-June targets were met by ample
margins: 

• The BdL was able to meet the reserve target with a
margin of $1.5 billion due to the pick up in deposit
inflows and the absence of any pressures in the for-
eign exchange market;

• The primary fiscal balance (excluding grants)
through end-June is estimated at 0.6 percent of
annual GDP, some 3 percentage points of GDP bet-
ter than programmed, owing to a stronger than pro-
jected revenue collection on income and VAT taxes
(partly due to the higher growth and to VAT carry-
overs from 2006), better performance and earlier-
than-expected receipt of non-tax revenue, and lower
foreign-financed capital expenditures;

• The target for net government debt was also met
despite a higher than expected interest bill in the
second quarter;

• Despite additional BdL direct financing of the gov-
ernment in the primary market, overall central bank
credit to the government at end-June came out sig-
nificantly below the program target because of cen-
tral bank sales of government paper in the second-
ary market. Credit to the government turned out
lower than its end-March level, even after account-
ing for the cancellation of treasury bills held by the
BdL, which was financed through a June operation
involving the transfer to the government of the BdL’s
unrealized gold valuation gains. This operation does
weaken the BdL’s balance sheet. 

5. The end-June monitorable actions (structural
reform measures under the program) have been most-
ly completed, despite some delays and except for a
minor technical aspect1. At the same time, one action
has become redundant (Table 3): 

• The draft 2007 budget was submitted to parliament
on June 13. The budget is consistent with the EPCA
primary deficit target and—as envisaged under the pro-
gram—includes the operations of two extrabudgetary
funds and does not allow for budget carryovers;
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1 No monitorable actions were envisaged for end-March.



• The audit plan of the electricity company (Electricité
du Liban, EdL), finalized with a small delay on July
13, envisages completing the audits of the 2002–04
accounts by the end of the year and the 2005–06
accounts by mid-2008. Moreover, for the first time
in some years, EdL provided financial results for the
first half of 2007, a key input into the finance min-
istry’s fiscal projections. In August, the 2001 audit
report was posted on the EdL and ministry of
finance websites;

• The auditor for the National Social Security Fund
(NSSF) was appointed on June 12, and the audit
plan through 2005 was finalized on August 6. The
audits of the 2001–02 accounts are expected to be
completed in early 2008. Subsequent audits will
cover more recent years. Because the books have not
yet been closed, an auditor has not yet been appoint-
ed to audit the 2006 accounts, but the authorities
considered that extending the current contract to
cover 2006 would be a simple formality. 

• Based on a legal opinion rendered by the ministry of
justice, the authorities consider that the law for the
sale of the fixed assets of the two state-owned
mobile phone operators is no longer necessary,
making the corresponding end-June monitorable
action of seeking parliamentary approval redun-
dant. On this basis, the government expects that
invitations for expressions of interest for the two
companies would be issued before the end of 2007.

III. PROSPECTS FOR THE REMAINDER OF 
2007 AND PREPARATIONS FOR 2008 

6. Policy performance in the first half of 2007 bodes
well for the achievement of the program’s end-year
quantitative fiscal targets. In particular, the strong rev-
enue collection should allow the authorities to contain
the primary deficit below the program ceiling. However,
not adjusting domestic gasoline prices to match the
recent rise in international oil prices has eroded excise
revenues to near zero since May. Looking forward, it is
important to restore promptly this revenue source,
which constitutes a key measure in the authorities’ fis-
cal adjustment strategy. As a first step, the program
envisages raising the gasoline excise to at least LL300
per liter by end-September 2007, which is expected to
generate about 1/2 percent of GDP in 2007. This meas-
ure is expected to be politically difficult, but its imple-
mentation does not require parliamentary approval. 

7. Donor disbursements have been lower than
expected. So far in 2007, actual disbursements of
pledges committed at the Paris III (Text Table 1) and
Stockholm conferences have been disappointing, as the
finalization of many agreements is taking significantly
longer than expected, owing mostly to technical and
administrative reasons. During the first six month of
2007, the shortfall was moderate because disburse-
ments had been programmed to take place mainly in
the second half of the year. Unless an acceleration takes
place during the remainder of the 2007 in line with
Paris III pledges, disbursements are likely to fall short of
the projection under EPCA. As it is difficult to foresee
where there would be scope for further fiscal adjust-
ment to offset such a shortfall, the government would be
forced to borrow the difference at market interest rates. 
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8. The end-year quantitative indicative targets for
gross international reserves and central bank credit to
government should be achievable. A reallocation of the
assets of the NSSF from bank deposits to treasury bills
covered much of the government’s domestic financing
need in the first half of the year. As this one-off portfolio
reallocation comes to an end, the availability of liquidi-
ty in the banking sector should enable the government
to rely to a greater extent on market financing, thus lim-
iting recourse to central bank credit to below the pro-
gram’s ceiling. However, greater interest rate flexibility
may be needed to tap the financial markets, particular-
ly if donor disbursements do not materialize as project-
ed in the second half of the year. Looking beyond 2007,
the current global repricing of risk could increase
Lebanon’s financing costs, though spreads, so far, have
been primarily driven by domestic politics and may well
decline if the political crisis is resolved.

9. The budget law and other fiscal legislation for
2008 are under preparation, but the presidential elec-
tion and its aftermath are likely to delay their approval
to end 2007, at the earliest. The 2008 budget process
is at its initial stages, and so far only limited information
is available. The authorities’ indicated that the draft
Global Income Tax law is near completion and should
be ready for submission to parliament by end-year, as
planned under Paris III. Parliamentary adoption and
completion of the necessary administrative measures
before end-2007 would allow the law to be introduced
in 2008. Work is also proceeding on a new tax code
that harmonizes tax procedures and on a new risk-
based tax audit strategy. Meanwhile, there is scope to
advance on administrative reforms that do not require
parliamentary action. In this regard, ongoing work by
the new cash management unit to establish a cash flow
plan is encouraging, and further progress is expected in
implementing a public financial management reform
plan that was developed with assistance from the
Fund’s Fiscal Affairs Department. Improvements in these
areas are key to prepare the ground for more effective
budgeting, monitoring, and control in 20082. 
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Sources: Lebanese authorities, and Fund staff estimates.
1/ The financial terms of some loans are still uncertain.
2/ Includes project loans and grants that support the existing expenditure envelope.
3/ Based on a discount rate of 7.45%, Lebanon’s average projected rate for U.S. dollar market financing.

Text Table 1 . Lebanon: Paris III Aid (In millions of U.S. dollars, unless otherwise specified)

2 A forthcoming FAD technical assistance mission will focus on the distributional impact of reducing subsidies.
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Table 1 . Lebanon: Selected Economic Indicators, 2003-08

Sources: Lebanese authorities, and Fund staff estimates.
1/ Defined as cash in ciculation plus resident and non-resident deposits.
2/ Short-term debt on a remaining maturity basis.
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Table 2 . Lebanon: Quantitative Indicative Targets Under the Program Supported 
by Emergency Post-Conflict Assistance, March–December 2007
(Billions of Lebanese pounds unless otherwise indicated; end-of-period)1/

Act. Prog. Adj. Prog. Prel. Act. Prog. Prog. Prog.Adj. Prog. Prel. Act.

Gross reserves of the Banque du 
Liban (stocks)2/

Net debt of the 
government (stocks)3/

Primary balance 
of the government, before grants 
(cumulative flows)

Accumulation of 
government gross arrears 
(cumulative flows, continuous)

Accumulation of external arrears by
the government and the BdL 
(cumulative flows, continuous)

Government net borrowing from the
BdL (stocks)4/

Letters of credit contracted by EdL
(stock)

Disbursements of official grants and
loans to the pulic sector (cumulative
flows)

BdL’s holdings of Eurobonds (stock)

Disbursement of grants to the gov.
(cumultative flows) 

Of which: disbursement of project
grants (cumulative flows)

Receipts from privatization/securiti-
zation operations (cumulative flows) 

Transfers of gold valuation gains
from BdL to government (cumula-
tive flows)

Projection of revenue from compa-
nies slated for privatization (cumu-
lative flows)

18,084

59,361

9,791

690

2,147

17,505

61,121

-575

0

0

10,696

0

0

0

0

0

331

17,263

61,121

-575

10,694

17,645

60,497

-324

0

0

10,797

690

2

1,963

2

0

0

0

17,166

59,766

-848

0

0

9,237

620

318

0

0

2,380

521

16,045

59,838

-942

9,309

17,539

58,327

223

0

0

7,687

740

251

1,014

246

93

0

2,380

16,863

60,507

-1,005

0

0

8,696

2,197

983

43

0

2,380

1,036

17,475

61,504

-1,317

0

0

7,630

4,006

1,316

91

0

2,380

1,566

2006 2007
December March June September December

I.

II.

III.

IV.

V.

VI.
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du
m
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Source: Lebanese Authorities
1/ At program exchange rates.
2/ In millions of U.S. dollars. Defined as Banque du Liban's foreign exchange deposits abroad, foreign exchange holdings (including SDRs), gold

and holdings of foreign liquid currency-denominated securities, less encumbered foreign assets.
3/ Includes the accounts of the Center for Reconstruction and Development and the Higher Relief Council maintained at the Banque du Liban.
4/ Includes a decline in net borrowing of LL2380 billion on account of the gold revaluation transfer which took place in the second quarter of 2007.
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Measure Target Date Implementation Status

Fiscal

Draft budget consistent with program com-
mitments submitted to parliament on June
13, 2007 (decree # 403).

End-June 2007

Submit to parliament a draft 2007 budget law
consistent with the targeted primary balance of
the central government, and including detailed
HRC operations and CDR foreign financed expen-
ditures. The budget law should not allow budget
carryovers for expenditures for which no third
part liability already exists, and treasury advances
of more than one month after the fiscal year. 

Auditor appointed on June 12, 2007.
Contract will be extended to cover 2006
once accounts are closed. Audit plan final-
ized on August 6. 

End-June 2007
Appoint auditor for NSSF accounts. Auditor to
prepare an audit plan of NSSF for 2001–06.

End-September
2007

Issue a Cabinet of Ministers decision setting a
specific floor on gasoline excise of LL 300 per
liter of gasoline.

Power sector
Auditors for 2002–04 appointed on June 1,
2005, and auditors for 2005–06 appoint-
ed on April 13, 2007. Audit plan for
2002–06 finalized on July 13. 2001 audit
report posted on website on August 27.

End-June 2007
Appoint auditor for EdL accounts. Auditor to pre-
pare an audit plan of EdL for 2002–06. Publish
2001 audit report.

Privatization
Based on a legal opinion from the ministry
of justice, the law is not necessary to pro-
ceed with the privatization.

End-June 2007
Submit to parliament the draft law to authorize
the sale of the mobile sector’s assets and relevant
operating licenses by the government.

End-December
2007

Issue an invitation for expression of interest (EOI)
in participating in the process of acquiring the
licenses and assets of the two mobile telephone
companies (MIC1 and MIC2).
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B. LOAN AGREEMENT BETWEEN LEBANON AND IBRD
PARIS III – Rafic Hariri Conference
Brief description

I. BACKGROUND

In the context of the International Conference for
Support to Lebanon “Paris III or Rafic Hariri” held on
January 25th 2007 in Paris, the World Bank pledged
$700 million in loans in support to Lebanon. These
loans to the Government are in addition to $275 million
in loans to the private sector through the International
Finance Corporation. The first agreement of the $700
million with the International Bank for Reconstruction
and Development was approved by the Bank’s Board of
Executive Directors on August 2, 2007. The agreement
is in the form of a Reform Implementation Development
Policy Loan (RIDPL) that earmarks money for budgetary
support, the disbursement of which is conditional on the
implementation of reforms that have been committed to
by the government in its Paris III program. The first
RIDPL focuses on reforms in the power sector, but also
covers the social, business climate and public financial
management sectors. This form of lending helps in
achieving two important objectives: reducing the debt
burden, and expediting reforms in the targeted sectors.

II. RIDPL NEGOTIATION PROCESS

The RIDPL was negotiated on July 6, 2007 between a
Beirut-based team comprised of IBRD staff and Lebanese
government representatives from the Prime Minister's
Office, Ministry of Finance, Ministry of Energy and
Water, Electricité du Liban (EdL) and Higher Council for
Privatization, and a Washington-based team comprised
of the IBRD energy task team. 

III. TERMS OF THE LOAN

1. Size of the loan: $100 million in one disbursement
2. Coupon payments: 

• Variable: LIBOR plus fixed spread 
• Interest is payable on April 15 and October 15 of

each year
3. Maturity and Repayment schedule: The loan has a 15

year maturity and a 5 year grace period. Principal
repayments will be on April 15 and October 15, each
for 5 percent of the loan. Principal repayments com-
mence on October 15, 2012 and end on April 15,
2022. 

4. Intended uses: Budgetary support / debt repayment 
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IV. SECTOR REFORM SUPPORT

The RIDPL agreement aims at supporting the Government’s reform program as presented in
Paris III. The Government, as part of its reform program implementation, had undertaken
certain reform actions that were presented World Bank Board of Directors prior to approval
of the loan agreement.

Reform of the Energy Sector. As is consistent with the
government’s program, particular emphasis is placed on
the reform of the power sector. As part of the several
actions undertaken by the Government within its reform
program for the power sector, the following were pre-
sented to the IBRD board as conditions for disburse-
ments of the first RIDPL: establishment of an inter-min-
isterial power sector reform committee, award of con-
tracts for advisory services to the Ministry of Energy and
Water, Electricité du Liban (EdL) and Higher Council for
Privatization for the restructuring of EdL, appointment of
auditor for 2002-2006 EdL accounts, employment of
consultants to advise on the installation of meters,
engagement of a consultant to prepare a Master Plan for
the electricity sector and signature of an import contract
for natural gas.

Improving the Business Climate. The government
reforms focus on reducing impediments to business.
Under this heading, the following was presented to the
IBRD board as conditions for disbursements of the first
RIDPL: creation of the Telecommunications Regulatory
Authority and appointment of its Board.  

Social Protection Reforms. Social reforms are a main
pillar of the government program, with the aim of pro-
viding improved social services more efficiently.  Under
social reform, the following were presented to the IBRD
board as conditions for disbursements of the first RIDPL:
establishment of an inter-ministerial committee for
social policy, and completion of technical discussions at
a specialized parliamentary committee on draft law that
reforms the end-of-service indemnity.

Modernizing Public Financial Management. The gov-
ernment has embarked on public financial management
before and within the context of its Paris III reform pro-
gram. Within this context, the following were presented
to the IBRD board as conditions for disbursements of the
first RIDPL: appoint an advisor to launch the implemen-
tation of a modern internal audit function at MOF, and
publish on MOF’s website a high level summary of the
Public Finance Management action plan 

The Government of Lebanon is currently in discus-
sions with the World Bank regarding another RIDPL with
a focus on the Social Sector for $75 million. 
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Series 
Number of tranches

Coupon rate
Coupon frequency
Coupon 1
Coupon 2
Issue date mm/dd/yy
Mat. Date mm/dd/yy

Structure

Outstanding Amount Held by CB 
of Malaysia ($)

Currency

$300 million $300 million

Price at maturity

16
1
$

100.00
5.000%

2
27-Jun

46
1
$

100.00
3.750%

2
20-Jan

27-Dec
12/27/02
12/27/17

Amortized Structure - 20 equal semi-
annual payment redeemable starting

year 6 (first principal payment 
June 08) (grace period of 5 years)

20-July
07/20/07
07/20/17

Amortized Structure:
15 semi annual principal payments
of $15 million and 16th payment 

of $75 million
First principal payment 

January 20, 2010

C. RE-PROFILING OF DEBT HELD BY CENTRAL BANK OF MALAYSIA
August 3 2007, a Brief Note

At the International Conference for Support to Lebanon (Paris III) held on January 25, 2007, the
Malaysia Government pledged to refinance some of its existing debt with the Lebanese Government in
support of the Government’s economic reform program. On July 20, 2007, Lebanon and Malaysia suc-
cessfully completed a re-profiling of two sets of Republic of Lebanon Eurobonds, amounting to $500 mil-
lion, held by Malaysia. This brief note summarizes the final terms that were agreed on between the
Malaysian Central Bank and the Lebanese Ministry of Finance.

I. RE-PROFILING OF $300 MILLION DECEMBER 2017 

The Lebanese Ministry of Finance and the Central Bank of Malaysia agreed to the following changes
in the terms of the $300 million December 2017 Eurobond:

New bondsNew bonds



II. RE-PROFILING OF $200 MILLION MARCH 2010

The Lebanese Ministry of Finance and the Central Bank of Malaysia agreed to the following changes
in the terms of the $200 million March 2010 Eurobond:
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Series 
Number of tranches

Coupon rate
Coupon frequency
Coupon 1
Coupon 2
Issue date mm/dd/yy
Mat. Date mm/dd/yy

Structure

Outstanding Amount Held by CB of
Malaysia ($)

Currency

$200 million $200 million

Price at maturity

30
1
$

100.00
7.125%

2
7-Mar

47
1
$

100.00
3.750%

2
20-Jan

7-Sep
09/07/04
03/05/10

Bullet

20-July
07/20/07
07/20/12

Amortized Structure – 2 semi-annual
principal payments of $100 million 

in January 20, 2012 
and July 20, 2012

New bonds

APPENDICES
RE-PROFILING OF DEBT HELD BY CENTRAL BANK OF MALAYSIA

Old bonds



D. Paris III Detailed Break Down of Grants and Loans ($, million)
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Country Total
Pledged

Private
Sector

Support

UN/
CSOs

In-
Kind BoP

Loan to
Government 

Budget
Support

Project
Financing

Grant to
Government 

Budget
Support

Project
Financing

European Investment 1,248 709 20 260 260
Bank 

Saudi Arabia 1,100 100 1,000

World Bank 975 275 300 400

United States 890 120 235 286 250

Arab Fund for 
Economic & Social 750 85 328 337
Development 

France 650 163 488

European Commission 486 39 243 65 139

United Arab Emirates 300 300
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APPENDICES

Under Review Projects Underway Intended Uses of Funds

260

337

139

a) $260 million (€200 million) in existing projects (waste water, ports
and roads)

b) The new $260 million (€200 million) is expected to be spent on $86
million (€66 million) for waste water and $182 million (€140 million)
power project. The counter part is CDR as an implementing agency. 

c) Private Sector support: $709 million 
d) Technical Assistance: $19.5 million (€15 million) maybe used for

implementing privatization 

a) Budgetary support: $100 million grant received 
b) Project financing under discussion 

a) Budgetary support of $100 million signed with a focus on reforms in the   
power sector; $75 million agreement with a focus on social under discussion

b) Private Sector support signed $235 million
a) Private sector, $120 million
b) UNIFIL; $184.5 million
c) Armed forces & Internal Security: Total $285.5 million; received

$270 million
d) Budgetary support: Signed MOU for $250 million of which a grant

agreement for $75 million signed
e) Development support through USAID: $50 million
a) Private sector support = KWD25 million
b) Projects Underway: Electricity Sector = 35 million KWD; Damaged

Infrastructure = KWD30 million; support for admin reforms = KW 9 mil-
lion; water & waste water = KWD25 million.

a) Budgetary support: €375 million under discussion
b) Private sector support: €125 million

a) Budgetary Support: €80 million package  
b) Recovery (Grants pledged in Stockholm): €107 million 
c) Grants in the framework of EC cooperation with Lebanon for the period

2007-2010: €187 million. Signed with PCM €10 million Euro for techni-
cal assistance for support to socio-economic and political reforms; €18 mil-
lion with CDR and OMSAR for municipalities; €3 million for EU scholarship
fund for Palestine refugees in Lebanon; €15 million facilitating access to
finance, support mechanism to the Central Bank; €4 million: de-mining

Signed loan agreement for debt reduction

PARIS III DETAILED BREAK DOWN OF GRANTS AND LOANS
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Country Total
Pledged

Private
Sector

Support

UN/
CSOs

In-
Kind BoP

Loan to
Government 

Budget
Support

Project
Financing

Grant to
Government 

Budget
Support

Project
Financing

Islamic Development 
Bank 250 30 215 5

Arab Monetary Fund 250 100 150

Italy 156 26 33 98

Germany 134 91 43

United Kingdom 115 35 80

International Monetary 
Fund 77 77

Spain 53 16 5 33

Egypt 44 15 29

Belgium 26 13 13

Turkey 20 20

Canada 17 13 4

Norway 15 8 8

Oman 10 10
Jordan 8 8
Greece 7 7

Sweden 6 6

Australia 5 5
China 4 4

Denmark 4 3 1

PARIS III DETAILED BREAK DOWN OF GRANTS AND LOANS
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APPENDICES

Under Review Projects Underway Intended Uses of Funds

Social - $30 million 
Infrastructure - $215 million 
Studies - $5 million grant
a) Budgetary Support: $150 million loan linked to fiscal reforms
b) Private Sector: $100 million
Programming yet to be finalized

Vocational and Technical School €12.8 million, Water Supply & environ-
ment €33.2 million. All implementation is through German development
corporations (GTZ, KfW)
Contribution to European Commission: $80 million 
UNRWA in Lebanon: $30 million 
Implementation of UNSCR1701/UNIFIL: $5 million

Balance of payments support

€36.34 million or $48 million to UN Agencies and NGOs (including
Lebanon Recovery Fund to which a total of €15 million was transferred),
€1.76 million ($2.3 million) for technical assistance, €1.9 million (2.5
million) for project financing
Signed agreement with PCM on $14.6 million as an in-kind grant to reha-
bilitate the Jiyeh Power plant (execution by Petrojet)
Health / reconstruction: Re-equipment of the Tibnin civil; Hospital for 
$6 million (€4 million)
The remaining amount under review

Particular interest in the Health Sector

Programming yet to be finalized

Discussions underway for a project dealing with the impact of the oil spill
with the Ministry of Environment

Budgetary support
Housing 

UN Agencies and NGOs including Danish Refugee Council, UNMAS, UNRWA
Security: $1 million in support to implementation of UNSCR 1701,
including border management

UNDP for peace building and municipalities; Swedish NGOs for various
projects in Lebanon

5

43

80

33

8
7

5
4

PARIS III DETAILED BREAK DOWN OF GRANTS AND LOANS
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PARIS III DETAILED BREAK DOWN OF GRANTS AND LOANS

Country Total
Pledged

Private
Sector

Support

UN/
CSOs

In-
Kind BoP

Loan to
Government 

Budget
Support

Project
Financing

Grant to
Government 

Budget
Support

Project
Financing

Ireland 3 3

Japan 4 4

Austria 1.3 1.3
Cyprus 1.1 1.1
Finland 1.0 1.0
Brazil 1.0 1.0
Malaysia 1.0 1.0
South Korea 1.0 1.0
Luxemburg 0.8 0.8
Portugal 0.7 0.7
Slovenia 0.1 0.1 

TOTAL 7,613 1,464 346 320 77 400 476 1,303 2,301 31 896
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PARIS III DETAILED BREAK DOWN OF GRANTS AND LOANS

Under Review Projects Underway Intended Uses of Funds

UN Agencies and NGOs: including UNRWA, UNMAS and several Lebanese
and Japanese NGOs

UN Agencies including UNDP and UNRWA

UN Agencies

Housing 

3

1.1

1.0

1.0
0.8
0.7
0.1 

31 896




