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Introduction

One of the very few landmarks that have stood throughout the Lebanese history is Port of
Beirut (PoB). Since the establishment of Lebanon, the port has been one of the most
prominent international trades and transit hub, even the road network in the country was
built through and into this port, and Beirut was chosen capital thanks to the geographical
position of the port.

The distinctive location of the Port on the Eastern Mediterranean made it one of the most
important and busiest ports in the region. However, the port was failing in its key role as a
driver of economic development in the country due to mismanagement and lack of good
governance that reflect the complex political-economic realities of Lebanon.

But that is not all, what added insult to injury was the large explosion that severely
damaged the Port of Beirut on August 4, 2020. Hundreds of tons of highly explosive
ammonium nitrate, unsafely stored at the port, ignited and caused one of the most
devastating explosions in the world. In this context, a new study conducted by Roland
Berger in April 2021, titled “Joining forces for a new Beirut port area - A STRATEGIC
STUDY” summarized the current state of the Port and presented various strategic options
for reforming Port of Beirut (PoB). We will try to outline the main aspects of the study in this
spotlight, as we believe it has not received the recognition and exposure it deserves.

The study used a structured approach to develop strategic options for the port. This
approach has three parts. First, it assessed the current situation at the port. Second, it
presented a port development strategy, including strategic options, an overall business
strategy and criteria for the port’ s future governance model. Finally, it draws up a strategic
roadmap for the port.
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Current situation and market outlook

Overview of the Port of Beirut

The port of Beirut is located in a very attractive area in the Middle East, in the
Mediterranean Sea. The Mediterranean Sea has a geographical advantage as one-third of
the world' s total merchant shipping passes through it.

Lebanon has four main ports: port of Beirut, port of Tripoli, port of Sidon, and port of Tyr.
The biggest two ports in Lebanon are the one in Beirut and Tripoli. In details, port of Beirut
was considered one of the most important and busiest ports in the region, with direct links
to 56 ports around the world. While the Port of Tripoli is the second most important port in
Lebanon as its free zone is larger than the one in Beirut. Hence, port of Tripoli is operated
by several foreign companies like Gulftrainer and the Russian energy company Rosneft. The
other two ports are less known and less attractive compared to the port of Beirut and port
of Tripoli, as Port of Sidon and Port of Tyr are usually used for fishing and only operated
during the daytime and Customs are available on request only.

The Port of Beirut prior to the explosion

The port of Beirut can be sub-divided into three main areas: The container terminal, multi-
purpose area and the free zone. In details the container terminal has a total capacity of 1.5
million TEU per year. Furthermore, the port of Beirut is capable to accommodate some the
world’ s biggest container vessel.

The container terminal is managed by the Beirut Container Terminal Consortium (BCTC) and
the UK’ s Portia Peel Ports Limited and the US’ s Logistics, and Port Management
Americas LLC.

For the Multi-Purpose area, the general cargo terminal and storage area are situated on the
west side of the port. Prior to the explosion, this area handled more than 12 warehouses
available for storage. Also, the Port of Beirut had three industrial building with 18,000 m
capacity of storage.
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The free zone covers more than 127000 m of warehouse and market area, and it has a duty-
free market and retail area with more than 46 shops. To add more, several large companies
have leased the space and built modern houses.

Governance structure of the Port of Beirut

The governance structure is chaotic as it involves several different entities and committees.
We will present below the governance structure of the port of Beirut.

Port of Beirut governance structure

Ministry of Finance Ministry of Economy Ministry of Public Warks Ministry of Defengs Mirustry of inbenor
and Transportation

Management & Temporary Committee lor Management and
i £
operation Investmant of the Port of Babrut

Gestion et Explotabion du Port de Beyrouth
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Source: Port of Beirut, stakeholders interviews, desk research, Roland Berger

Repsars o

Since 1990s, four committees have managed the Port of Beirut. The current committee is
composed of the Chairman of the board, the General Manger of GEPB, GEPB’ s Board of
directors and senior management personnel. However this Committee is not a public
institution and does not establish the necessary legal frameworks with the absence of

accountability and audit on the financial operational.

Government model challenges

The Port of Beirut has no proper legal framework. This puts a major obstacle with regard to
the supervision of the port. In details three main challenges should be tackled in order to
achieve a better governance model, as listed in the table below:
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Port lacks a formal documented governance model and a legal framework and is subject to
vested interest interference - Three of the main obstacles that should be addressed in the future design

Unfortunately, the port of Beirut lacks of a clear port management structure and have no
regulations and regulatory framework.

Concentration of cargo logistics

To start with, Lebanon has four main players in its dairy industry. Three are located in Bekaa
region and one is in Mount Lebanon. Considiring agriculture, it contributes five percent of
the total GDP. Agriculure holding in Lebanon are mainly found in North Lebanon, and
Bekaa region. For the cement production the domestic sector is led by three key players:
Ciment de Sibline, Cimenterie Nationale and Lafarge-Holcim.For the wheat industry,
Lebanon is subject to agricultural limitations as the country dependent on imports. On the
other hand, the wine sector in Lebanon is strong as this country was one of the oldest sites
of wine production, with 46 winerie in Lebanon, concentrated in the Bekaa region and
North Lebanon.

The service and tourism sector is a main contributor to domestic GDP. Lebanon has succeful
manufactures that are mostly located in Bekaa and Mount Lebanon regions, like “Kassatly
Chtoura”
confectionery.

and the famous Lebanese Ghandour factory that produce local sweets and

Regional hinterland

Lebanon has around 408 km of raiload at one point, inclucing connections to Syria,
Palestine and Turkey. During 1965 approxiamtely 250,000 tons of freight were transported

betweem Beirut and Damscus. Today, all this traffic goes by road.

Port traffic and volume analysis

Traffic development-Historical analysis

The acitivity in the Middle-East recorded a decline over the last two years, including 0.6%
decrease in value of total imports and 9.4% decrease in value of total exports from 2019 to
2020, due to global trade tensions, and the increasing volatility of the oil and gas market.
Hence, the biggest importing and exporting countries in the region by value are the UAE,
KSA and Turkey. While thses countries benefits from a positive trade balance, others like
Irag and Lebanon suffer for a major trade deficit.
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Trade development in Lebanon

According to the Investment Development Authority of Lebanon (IDAL), imports to Lebanon
benefit from the contry’ s low tariffs. However, both imports and exports have suffered a
declining since 2012 as a result of the Syrian conlfict, and since 2018 also due to the
Lebanese economic crisis.
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For the past five years, close to 75% of Lebanon’ s trade activities by value were by sea as
the port of Beirut was responsible for around 90% of these activites. However, and since the
explosion at the Port of Beirut, the Port of Tripoli has been playing a significant role in
Lebanese trade.

Main origins of imports

Demand for goods has changed due to the economic crisis. In details, in 2017 Lebanon’ s
top import partners by trade value were China, followed by Italy and the United states, but
in 2019 and after the crisis the top three import partners by traded value were the United

States, Greece, and China.

Main destinations for exports

Lebanon has limited level of exports. In terms of value, top export partners in 2019 were
Switzerland and the UAE follwed by KSA. In terms of metrics tons, Syria was the main export
destination (mineral fuels and oils), followed by greece and Egypt (mainly cast iron and

steel).

Trade at the Port of Beirut

The overall trade volumes by weight consist of approxiamtely 90% imports and 10%
exports. In 2019, total trade volumes recorded a significant decrease, with a drop about
20%. As a result Port activities and revenues decreased, reflecting the lower trade volumes
handled by the port.
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Total volumes of traded goods (imports and exports) at POB
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Source: Lebanese Customs, Port of Beirut Roland Beger

The exlposion in August damged the port and brought practically all operations linked to
the non-container cargo terminals to a sudden standstill. While the container terminal
remains operational, trade flows have fallen below those of previous year. As such, the
oulook for cargo is higly negative, as not even half of the trade volumes seen in previous
years were reached by November 2020.

Local demand (import and export)

Imports at the Port of Beirut constitute approximately 90% of all trade volume by weight, of
which about 65% is container cargo and 35 percent general cargo and dry bulk.
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Total volumes of main import commodities at POB
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As shown , in 2019 Lebanon entered a severe economic crisis, this led to a downward trend
in both GDP and consumption figures.

Container Cargo repesents a total share of about 65% of import tonnage. The main
commodities mainly foodstuffs and beverages ( mainly vegetable, beverages and daily
products)

General cargo makes up apporximately 20% of total imports by weight. The most imported
comodites are base metals, accounting for around 65%. Since 2016 there has been a
significant annual decline in general cargo coming into the country of around 18% per year.
As a resultm general cargo volumes were lower in 2019.

Export assessment

Lebanon is an import-oriented country whose exports are limited to a just few goods and
industries. On average across the years 2015-109, 25% of exports by weight were exported
as non-container cargom while 75% were transported in containers.

Transit

Transit trade refers to foreign goods ( imports and exports) that enter national territory but
are not used for local consumption. The volume of transit trade grew from 2015-2019,
however, it still constitutes a relatively small share of overall throughout at the port when
compared to volumes of total domestic trade, at most 4%.
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Total transit trade by country destination at POB
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Traffic-Forecast analysis

The World Bank and Oxford Economics estimated that by the end of 2020, Lebanese GDP
will have decreased by almost 25%. This macro-economic outlook has direct implications
for the port of Beirut.

Demand forecast: the volumes through the Port of Beirut were relatively stable from 2015
until the start of the economic downturn in 2018. This direct link between the economic
development and trade volumes serves as the basis for our demand forecast.

For import trade, the forecast consist of foodstuffs and beverages, base metals, glass,
cement, ceramics, organic materials, and agriculture and forestry, together representing
about 70 percent of all imports. For export trade, foodstuffs and beverages, base metals,
agriculture and forestry goods, organic materials, and rubber and plastics, together
representing about 80 percent of all exports
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Overview of main drivers

Drivers and related indicators

Gross Domestic Product (GDP) growth:

There is a significant expected confraction of 25% in 2020 followed by anather esimated 3% decrease in 2021 for fhe Base scenamo In e
Reform scenana, 8 3% increase s assumed in 2021, From 2025, gradual growth is fomecast of about 2 5% year-on-year The Reform
scenano esbmates GOP b retum to hesloncal levets by 2024, while this level 1s not reached by 2030 n the Base scenano

Consumer spending:
Consurmar spanding Is expected 1o decline by 33% in 2020, followed by a gradual mcrease reachng anund B% n 2026 fof both Base and
Reform scenanos. Stable 5% growth is reached n the years leading up to 2030

Tourism:

Tourst armval numibers are predicled Io drog by B3% n 2020 but assumed bo recover after the COVID-19 pandemec weih an average growth
rate of 6% per year

Construction industry:
Consiruction activibes show a significant decrease of 62% in 2020 and are forecast fo furfher decrease in 2021 in he Base scarano. The
Reform scenano eshimales an increase in 2021, Both scenanos propect a stabilzed growth rale of B% in the years leading up o 2030

Gross National Income (GMI) growth:

A decline of almost 18% is expected in 2020 followed by a further decline of 2.4% n the Base scenano in 2021, whemas growh of sround
5% is projecled for the Reform scenario, The Relorm scenana alsa projects GNI lo recover o pre-crisis levels n lne with GDP n mad- 2020

Population:

The population = expecied lo decline by 0.4% in 2020, followed by a further gradual decline of about 1% year-on-year fo reach around 6
millkon inhabiants by 2030

Retugee population:

The refugee population is assumed fo decline sieadily over the coming years by around % year-on-year on average, reaching
approxemately 1 milon refugees by X030

Agriculture industry.
Agriculture industry is sustained in 2020 with na growth bul is eslimated to increase gradualy. reaching 5% in 2023 following e mullipls
crses, This growdh rabe is Spllowad by a slight decrease, stabizing at 3 6% n 2030

Main sxport markel GOP growth:

A decrease in real GOP for Lebanon's main expart destnalians (KSA Qatar, Irag and UAE) is projecied in 2020 followsd by 3 sieady
meovery 1o reach growth levels of aound 3% by 2030

Manutacturing Gross Value Added (GVA]

A T5% conlracton n manufactring GVA is esbmated m 2020, followed by a lurther decrease m 2021, belore increasing lo aboul 5% growih

n 2022 inthe Base acenano. The Reform scenaric estimates growth of arund 8% starting 2021 in line with the growth in GOP, reaching
double-digit growth in 2023, By K30, the growth levels siabilize al around 9% n both scenanos

Ircicaor impbcily grrven by GOP growih
Source: Desk research, World Bank Development Indicators, Euromonitor, Trading Economics, Bank
Audi Lebanon, FAO, Roland Berger

Two scenarios for GDP growth

Continuation of status quo (Base scenario): GDP is forecast to contract in 2020 (-25
percent) and 2021 (-2.3 percent), return to positive real GDP growth in 2022 (+1.3 percent)
and 2023 (+2.3 percent), then settle at annual growth of around +2.5 percent from 2025
onwards.

Reform & revival scenario (Reform scenario): This scenario assumes serious political and
economic reforms, such as those laid out by the IMF and the World Bank in the latest
Lebanon. Carrying out these reforms could make double-digit growth possible in 2022 and
2023. The 13 percent real GDP growth figure for 2022 is adapted from the recovery
behavior of Lebanon's GDP after the 2006 war, the ramifications of which were similar to
those of the current economic crisis, the global pandemic and the August 4 explosion.

Overview of real GDP growth scenarios

Real GOP growth scenario  Unit 020 2000 2022 2023 034 2026 2026 AT WM N NN
Baso sconario growth M 250% 23% 1% 22X 2™ 25% 25% 25% 215% 25 2%
Ralorm scanario growih [ 75 0% 75% 130% 105% ADN 5N 5% 29% 1% 28 2%




Port of Beirut: Analysis and Prospects

‘ BLOMINVEST
BANK..

=

Source: Euromonitor, Oxford Economics, Bloomberg, desk research, expert interviews, Roland Berger

For the total traded volume, the decrease in trade volumes in 2019 and 2020 is projected to
continue into 2021, and trade volumes are estimated to only pick up again in 2022.
However, this is expected to happen slowly and previous traffic levels at the port will most
likely not be reached by 2030. In the Reform scenario, demand is predicted to increase from
2021, with historical volumes from 2018 and 2019 being reached within seven to eight
years.

For imports, in the Base scenario, the accumulation of multiple crises primarily affects
domestic consumption, while domestic demand, tourism and manufacturing pick up only
slowly. The Reform scenario, by contrast, foresees a full recovery of import volumes within
the ten-year period, with a gradual increase in volumes from 2021.

Total volumes of imported goods — Base and Reform scenarios at PoB
[.ﬂah soenario Raeform seenarko

Hustoncal — Foecas| Histoncal  Fomecast

T 12

B RBu

iz W i

4 34 38 !_:T o

0% J0NE AT 208 008 0D 2027 0 A H N 00 2T a0 Ul 030 015 206 AT 2018 2019 AP0 01 X K AN NS KO T R X0 TN

W Comane cae [ O ek 0 General cang

Source: Lebanese Customs, Port of Beirut Roland Berger

As to exports, in the Base scenario, only partial recovery is foreseen at the end of the ten-
year period. In the Reform scenario, however, growth could be around seven percent, and
2015-2017 volumes could be reached again by 2026-2027, with potential for further growth

thereafter.
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Total volumes of exported goods — Base and Reform scenarios at PoB
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Governance models

Overview of port administration models globally

Four primary port administration models have emerged over the years, each with its own
pros and cons. We may classify them by degree of governmental control for each key port
function. The main characteristics where they differ are: (i) ownership of infrastructure, (ii)
ownership and operation of superstructure, (iii) management of dock labor and (iv) various
other functions, including type of cargo handled. The four different models are called

"public service port",

tool port", "landlord port" and "private service port"

Degree of involvement of governmental entities in the four port administration models

Public Service Port Tool Port Landlord Port Private Service Port

» Lindy of command for
devsbgrmerd & operghon

» Eass o land bark
mcrjarsibon

| » Livled labor Nenibwity

* Lack of compelion and
wnovahony

» Wiadodd use of resources
> Nl cusomet onecfied

» o duplcabon of
rivustucite fsgupimen]
L ]

= hvoidanos of umon labor

> Spli opershon of equprnen
& servce for coega handing

> Wank froecml posbions
carga handing companees

= Rk of ondarinvestmant

> Lack of emosalicon

Implications for the Port of Beirut

* Loyal isrminal operaion dus
b resiments

> FmiliMy 1 ooping with
marked tequitermits

= Hghor alfisency

* Cormples coordmabon ard
nsh of over-capacly

> Rk of unde mpesiments
and congeshon

» FPord suthorly may slep n
oo lals f lefrmanats falesr

. F ull pavatsiment aonia

| <+ b [ n

> Invostirwnd Beaibisly

* Marked @nd compeihion
anurfe

» Humh of locus on profatinly
inslead of soonomcal nieds

* No oorbod oo sconomec
developmeni ralated o port
» Large cosl of buy-back
» Fush of spacubshon
| Do gorvatrimenil ponlnl

According to the study, the Port of Beirut should increase private sector participation by

transitioning from a tool port to a landlord port. This would enable private sector

participation in reconstructing the port, while the ownership of the infrastructure would

11
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remain with the Lebanese government. The government should set up a Port Authority to
replace the Temporary Committee. Additionally, contracts should be signed between the
Port Authority and the private operators. The precise type of partnerships and number of
private players will depend on the overall strategic plan developed for the port, which is
discussed next.

Port of Beirut Development Strategy

Strategy options - analysis and selection

Needless to say, Port of Beirut serves the local market, and its future role and its future
location are two key aspects for its strategic options. In more details, the study presents
three different strategic options for the port: rebuild as before, right-size, and relocate.
Options regarding the port’ s location:

Rebuild the port as it

was before

+ > Inflicting very minor changes
on operations
> Making the port fully
operational with a short lead
time and with less complexity

== > Missing the opportunity to
repurpose some prime real
estate
> Deepening fraffic congestion
and pollution in Beinit

Rightsize the port

> Focusing operations to
maximize efficiency

> Leveraging current operational
terminals at the port

> Decreasing traffic congestion
and pollution

> Repurposing parts of the land
for additional development

> Capturing demand in proximity
to the port

> Requiring political alignment

Relocate the port

> Minimizing traffic congestion
around the port area greatly

> Maximizing the potential of
repurposing the land in the
center of Beirut

> Disrupting an ecosystem that
is dependent on the port

> Requiring political alignment

> Requiring a suitable substitute
space

[ Recommendea
Source: Roland Berger, HPC
Undoubtedly, rightsizing the port would be the most appropriate option. It ensures the
possibility of focusing operations and maximizing efficiency, while it delivers economic
prospects. In addition, rightsizing the port respects the long history of the port within the
Beirut city, however it does require some changes and as such it would definitely need

political support in the country.

Business development strategy

The examination includes an assessment of the current situation of the port terminals and
an analysis of the forecast demand.

> Current status of the port area:

The main types of cargo handled at the port are the container terminal, general cargo area,
dry bulk area and other areas. The below figure summarizes the current status of the four
major areas of the port after the August explosion.

Current status of the port’ s four major terminals:

12
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Containers General cargo Dry bulk Other areas

> Container terminal is fully > Terminal can operate at > Terminal can operate at = Warehouses at the free
operational {4 cranes 65% capacity 65% capacity zone are damaged
requining mainienance > Quays 9 and 10 have > Quays 9 and 10 have > PoB does not have a
parts) been damaged been damaged liquid bulk terminal

> Management contractof  » Storage areas at the > Grain silos to be > No dedicated Ro-Ro
the current operating terminal are destroyed demolished ferminal (including ferries),

company ended

> Capacity limitation due to
slorage space

> Numerous service
providers are active

» Storage areas at the
terminal are destroyed

> Numerous service
providers are active

usually handled at general
cargo terminal
> PoB had an MRO center

-

> Mo major handling
challenges

> Storage space needs

to be revised

-

= Major handling and
storage challenges

-

> Major handling and
storage challenges

-

= No major challenges;
however, inflicting
cost pressune on
handling

Mote: Tratfhc lights indicene the reed for and seventy of infervenion and sclutons

Source: Desk research, Roland Berger, HPC
> Demand forecast and economic outlook

Two possible economic development scenarios offered by the demand forecast. The base
scenario and the reform scenario. The first one projects a slow process of economic
recovery in which pre-crisis level of the economy will not be reached within the next ten
years. While, by contrast, the second scenario reflects a boost in the country’ s economy
that can be initiated only if political and international support, investments and financial aid
are enabled.

However, in both scenarios the trade volumes is not expected to exceed previous levels of
pre-crisis period.

Total volumes of traded goods — Reform scenario at POB (m ton: 2015-2030)
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Source: Lebanese Customs, Port of Beirut, Roland Berger

The future focus of operations defines what business strategy to adopt. Moreover, the
demand forecast above determines also the types of cargo that will be most in demand.
Container cargo should be a main business focus in terms of trade volume. Interesting to
note that transshipments could also be a further interest that leads to higher container
volumes at the port. In addition, a separate terminal would be necessary to manage the

13
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demand on general cargo. Lastly, a significant share would account for the dry bulk with
both clean dry™ bulk and dirty dry2 bulk.

> Strategic business development options

The study identified two options for business development. Option A that will reduce the
storage areas at the port for general cargo and dry bulk, in addition it will make room for a
different use of the land. Option B will ensure also the reduction of storage areas at the port
for general cargo and clean dry bulk, while it will move the handling and storage of dirty
dry bulk out of the city.

Strategic business development options and required operations by terminal

Containers General cargo Dry bulk Other terminals
BD!
Option A = Enact operational > Restore infrastructure = Restore infrastruciure > Restore free zone area
) improvement (sscurity, and build transfer for clean & dirty bulk & and logistics free zone
Reducing port fraffic infrastrocture stations build transfer stations and explore potential
storage areas management} > Reduce storage > Reduce storage areas opbians 1o expand
> Widen the conltamer facilities al the curment (dirty and clean) curent operations
. backyard to ease port area and relocate | » Dedicale berths for Ro-
BD! congestion closer to carge - Roffemylcruise
demand > Restare infrasiruciure terminal, military,
Opt on B for clean bulk il andl veasel
iedmng PDJTS > Maove out dirly bulk seqvices and maring
torage areas sefvices (manne
. . > Reduce storage areas
maving out dity (clean} & build transfer palice, coast guard,
ary buk stations elc.)

1) Business devalepment

Source: Roland Berger, HPC

The above two options have different requirements concerning the use of space at the port.
Moreover, the required berthing length and port land is related to several requirements
with regard to connectivity and implementation. The study assesses these dimensions at a
high level and identifies the preferred business development option for the Port of Beirut.
In this context, option B is hereby the best business strategy. This option paves the way for
professionalizing operations, maximizing efficiency and making the best possible use of the
available land.

Spatial development strategy
The spatial plans presented by this study were produced by HPC and Roland Berger. On this

basis, the study provided three high level plans that demonstrated the possibilities available
for the Port of Beirut concerning location of the terminals as well as future expansion.

! Grains for domestic food supply
2 Serving industrial and other purposes
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Spatial Development Options

Option 1 Option 2 Option 3

Expanding container storage and Is and
logistics operations into first landfill area logistics activities into both landfill areas

Rightsizing the current area

Allocating quay 16 for container terminal
Container Terminal Allocating quay 16 for container terminal Allocating quay 16 for container terminal ) . o
Expanding container storage by reclaiming|
Deepening container backyard Expanding container storage into landfill area basin 4
Allocating quays 11, 12, 13 and 14 for general
Multipurpose Terminal cargo, Allocating quays 13, 14, and 15 for general cargo, Mocing berthing operations into landfill
clean bulk and Ro-Ro clean bulk and Ro-Ro area

Expanding free zone and logistics
WAL RS T ETWATEN Expanding free zone area to include activities Expanding free zone and logistics operationsin  operations in
south of basin 3 landfill area landfill area
Allocating areas for urban development and/or Allocating areas for urban development and/or  Allocating areas for urban development
port related industries port related industries and/or port related industries

Source: BLOMINVEST Bank, Roland Berger — A Strategic Study
On the whole, all three suggested options have both advantages and limitations. In this

Repurposed Area

sense, the study does not make a recommendation as to which option should be selected.
However, one of the key issues for the development of the port is its governance structure.
In fact, the study offered various options for a revamped governance structure at the
national, port management and port operations levels.

At present, it is not possible to make a recommendation about the segmentation of the
different operations, the type of partnerships that can be set up and hence the number of
private sector players to be involved. This will only be feasible when the port development
plan is decided and agreed upon. It is important, however, that these future partnerships
should be based on open and transparent processes and systems.

Strategic Roadmap for the Port of Beirut

Financial modeling and analysis

The study provided a financial analysis based on an assessment of historical trade volume at
the Port of Beirut and the forecasts for future traffic in the base and Reform scenarios.
Moreover, it took into account both the historical performance of the different revenue
streams and their forecast values through 2030. Adding on it presented forecasts for
operating expenditure (OpEx).

» Port revenue

Revenues of the Port are calculated based on a function of price per volume, and three
elements are needed for estimates for the period through 2030. Price, Port traffic volumes,
and vessel traffics. Moreover, the Port of Beirut has five main revenue streams.

The five main revenue streams of the PoB:
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Port Revenue Streams

Port dues on vessels

Port dues on cargo

Handling and hire of

Storage

equipment

Other

cover berthing and
mooring activities

Tariffs depend on the
length of the vessel &
average stay at the port

Tariffs are in USD per
meter perday, in5

length categories and
have a minimum due

Tariffs on cargo channeled
through PoB

Container cargo: local and
transshipment containers are
priced per TEU

Non-container cargo: general
cargo and dry bulk are priced
per ton depending on weight
of the cargo

Fees are outlined in detail and

specific services

Fees are based on cargo type

priced separately dependingon  and duration

the cargo type

of storage

(in USD/Ton or USD/TEU)

Port dues (include the first

Relative activies to hire of nine days of storage) charged
equipment related per additional storage day,
to discharge/loading charged in  depending on the cargo type

USD/hour

and the numner of days
required

Tariffs also depend on type of No standard handling package

commodities

this category is
included as a separate
revenue stram

Related to
administrative
processes

Source: BLOMINVEST Bank, Roland Berger — A Strategic Study
Estimated average tariffs by revenue stream:

Estimated average tariff

Port dues on vessels [USD/vessel]

Length group 1: 0

-75m
Length group 2: 76-150 m
Length group 3: 151-225 m
Length group 4: 226-300 m
Length group 5: = 300 m

1,110
2,151
1,938
1,686
3,425

commodity type)

Port dues on cargo (specific tariff charged by the Port of Beirut, based on

Containerized cargo [USD/TEU]
Containers for local consumption
Transshipments

95
10

General cargo
Dry bulk clean
Transit

Non-containerized cargo [USD/ton]

N W oo

Handling

Containerized cargo [USD/TEU]
Containers for local consumption
Transshipments

125
60

General cargo
Dry bulk clean
Transit

Mon-containerized cargo [USD/ton]

~ =~ =

Source: Port of Beirut, Roland Berger

The revenue estimates can be used to derive an overview of business

at the PoB and its

development over the next period. As demand is essential for revenues, however economic

development of Lebanon is as important. Total revenues are estimated to reach USD 360-

440 million by 2030. Again, it is important to note that the overall performance hinges on

the state of the Lebanese economy as well as on the trade volumes being channeled

through the port. The next figure below illustrates the forecast development of total

revenues at the PoB in the Reform scenario.
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Overview of total forecast revenue at the Port of Beirut (2017-2030; USD m)

PoB dafa Esfimation Forecas!
3
| e
3 _A3_5 1 1
290-350 2903 I 1 ! !
e i -
1 1 250-300 250-3 I 1
1 T e 1
] i i
247 ' 190-235 h .
170-210 165-200 ==
Rt | == 1 I
1 ! i 1
17 2018 2018 2020 2001 wz2 7 z0ma 7 2008 U 2028 0 20

1! Range Base Achual
Source: Port of Beirut, Roland Berger
Adding on, handling fees grasped a large share of PoB’ s revenues, followed by port dues
on cargo. If we compared these elements, we can notice that the share of revenues from
port dues on vessels is relatively small, behind that of both storage and other revenues.
Overview of total revenue by revenue stream at PoB (2020-2030; USD m):

PoB data | Estimation Forecast 180-225

160-200

140170 145180

125155 137
95.120
100-120 %110 g5.400

100-120
isu 35II i

201? 2019 2021 2024

T
17

Bl Handling [l Porlduss | Storage & othars

Source: Port of Beirut, Roland Berger
> Port operating expenditures

The port operating expenditures (OpEx) are closely linked to the revenue forecasts and
assumptions for the share of the different OpEx items. Total operating expenditure is
estimated to be around USD 105-125 M. In line with increased revenues, OpEx is estimated
to be around USD 200-240 M in 2030. Overall, total OpEx will be at around 60% of total
revenue in 2020 and it is expected to reach a target of 55% of total revenue by 2030 only if
the operational improvements are implemented.

Overview of total OpEx at PoB(2020-2030, USD M):
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PoB data Estimation Farecast
200-240
| g
1802 180-220
== o205 T, :
! 1 1554 s ]
1 1 -r—=1 150-1 1 ! L !
i | =3 ! 1
] 1 ] 1
2 115-140 Ll i
1 105-125 o=ty
e wewm )
| 1 1
2017 2018 2019 2020 2021 2022 2024 2028 2028 2030
i_ I Range Base Actual

Source: Port of Beirut, Roland Berger

The main expenses of the PoB are personnel costs and it grasped 40% on average; the
study assumed that staff efficiency will improve which will bring the share of personnel
expenses to around 27% by 2030. Cargo terminal operator fees (51%), financial charges
(1%) and provisions and other unspecified expenses (8%).

The below figure shows the breakdown of total OpEx by main expense items at the port.
Breakdown of total OpEx by main expense items at PoB(2020-2030, USD M):

Poll data | Eshmation Foracast

&1 i 5570 5565 55»55 55-55
5 54-35
1540
5 30-35 3&35
| 25-30 25-30
20-25
9

2{:'1]'_- ?';3_ 2D1EI 020 2021 2‘{}22 024 EDZE 028 ZIZIII

Il LotonParorna [ Operabors and manienanco [ Lbkdes Dhor Oparaiorfoes

Source: Port of Beirut, Roland Berger

Funding options
Undoubtedly, Port of Beirut is a highly valuable asset to the country’ s economy. However,
it is crucial that the governance structure of the port is revamped and a port development
plan is agreed on to pave the way for various financing options.
However, before reaching out to potential financiers, the following key steps must be taken:
e Conduct a detailed prefeasibility study
e Obtain approvals and commitment to the chosen development plan
e Determine the number and type of investment partners

o Define the value proposition for each partner

As mentioned above, various options are available for the Port of Beirut. In fact, the private
sector should be encouraged to continuously upgrade operations and invest in equipment
and facilities once the government provides a fiscal space to encourage investments.
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Other financing option can be provided through equity financing such as Macquarie or
Brookfield, of by major EPC companies involved in infrastructure projects. Moreover,
pension and sovereign wealth funds also offer equity financing, and commercial banks and
pension funds offer debt financing.

Adding on, International Financial Institutions (IFls) such as IFC, EIB, ICD and AlIB provide
also financing for infrastructure. For instance, if PoB forms a public-private partnership (PPP)
with private operator, IFls could provide blended financing solutions based on a
combination of market loans and grants (for example, interest rate subsidies, loan
guarantees and technical assistance). The advantage of this is that the funding is adapted to
the recipient's needs, which increases the volume, impact and economic benefit of such
solutions.

Potential financing partners:

Expected E
- . Xamples
Partner Description Advantages H Disadvantages IRR indcatve®  sefiction only
Infrastructure > Opaniclosed funds with focus an » Focusand expertise > Partialy very high > T15% Brookfield
funds economic nfrastruchre prajecis an infrastructure expected rmtums Q) rcousse
Pansion funds = Opendclesed funds with focus on = Laong-term, stable > Require comples, long- > 5-10% d
long-term wealth maintenance and invvestmant tarm revanus S
grawth prefarences puananiess i owap
Sovereignwealth > Sovereign-backed fund, e.9. based = Siong interestn = Pobential politiczation > 4-8% ;g‘*
funds an rescure revenues drersdyng partialos,  of projects W Y ls
.9, into infrastructure '
Major EPC = EPC industry playars focused on > Synengies with EPC > Lackof sk > T4% s
companies infrastnachure delivery cantracting and diversification = =mun
technical exparise B vocumer
Terminal > Port indusiry players focused an = Gynergies with = Leckaf risk = F10% D’WWLF‘?@\‘:
operators aperabions i sion technical diversificat Spsa
Commercial banks = National, mgonaland intematonal > Specic i with = Higher credil ferms = 0%
financial restihdons with a focus on infrastructure projects than budget fnance ar @M-vhﬂ(
= infrastncure P B cime
a Pension funds > Openicksed funds with focus an > Long-emm, stable > Mey requirsloog-un = S10% ILI.“J
lorg-bem waalth managament (e.g. investment TEVERIIE QUATBNISEE A
wia bands) preferences (e; [ =]
. —~
International > Bilateral ar multisteral donar > Good financing = Patenallylengthyand > 24% Q;IF: AlB
- financial inatitubicrss warking cn indrastructure candbicrs and bureaucratic project o™
institutions techaical expertiss managemeant =
1) Expecied RRs are based on secondary research and expertintanews; wefigures an ¥ wge accarding o each projects specifcation

Source: Desk research, Roland Berger

Conclusion and next steps

It is unanimously agreed that crises create opportunities. But in the case of Port of Beirut,
time is of the essence especially as no action what so ever has been done on rebuilding the
port of Beirut which is an essential step towards building back a better revitalizing Lebanese
economy.

In particular, this study provided guidance to policymakers on the crucial additional
requirements and options for reconstructing Port of Beirut. It also paved the way for
financing this project. Ultimately, this study showed possibilities from inside and outside the
country that can join forces to commence a new era for the Port of Beirut.

Urgent action is needed at both the national level and the level of the port itself. As detailed
in this study, structural, economic, social and political reforms at a national level are critical
in order to unlock the future development of the Port of Beirut and Lebanon as a whole.

Moreover, implementing the actions outlined in this study is a matter of urgency to restore
trust and to make Beirut a safe and efficient economic hub for the region especially that on
the first of September 2021, the Middle East region will witness a revolution in port activity
due to the opening of the new Haifa port. Hence, this opening of the Gulf port will surely
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have dramatic impact on the port of Beirut activity as it is the newest port in the world with
the latest in port technology.

Finally, and with respect to the point raised in the previous paragraph, we believe the study
has few short comings, notwithstanding its excellent and comprehensive nature:

1) The forecasts under the reform model are on the conservative side, since the
outcome of reform could be very positive to an economy starved of reforms for
more than 20 years.

2) The study should have more to say about the future connection/relations that the
Port of Beirut should have with other ports in Lebanon, especially the Port of
Tripoli.

3) Similarly, there should have been more say about the Port’ s position vis-a-vis
other ports in the region and the Mediterranean.

4) The estimated cost for each development option should have been presented
along with the optional financing plan.
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For your Queries:

BLOMINVEST BANK s.a.l.
Research Department

Bab Idriss, Weygand Str.
POBOX 11-1540 Riad El Soloh
Beirut 1107 2080 Lebanon

Research Department
Tel: +961 1 991 784

research@blominvestbank.com

Disclaimer

This report is published for information purposes only. The information herein has been compiled from, or
based upon sources we believe to be reliable, but we do not guarantee or accept responsibility for its
completeness or accuracy. This document should not be construed as a solicitation to take part in any
investment, or as constituting any representation or warranty on our part. The consequences of any action
taken on the basis of information contained herein are solely the responsibility of the recipient.

21


mailto:research@blominvestbank.com

	Introduction
	Current situation and market outlook
	Overview of the Port of Beirut
	The Port of Beirut prior to the explosion
	Governance structure of the Port of Beirut
	Government model challenges
	Concentration of cargo logistics
	Regional hinterland

	Port traffic and volume analysis
	Traffic development-Historical analysis
	Trade development in Lebanon
	Main orgins of imports
	Main destinations for exports
	Trade at the Port of Beirut

	Local demand (import and export)
	Traffic-Forecast analysis
	Overview of main drivers
	Overview of real GDP growth scenarios

	Governance models
	Overview of port administration models globally
	Implications for the Port of Beirut


	Port of Beirut Development Strategy
	Strategy options - analysis and selection
	Business development strategy
	Spatial development strategy

	Strategic Roadmap for the Port of Beirut
	Financial modeling and analysis
	Funding options

	Conclusion and next steps

