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FOREWORD FROM THE RESEARCHERS

This report is a journey into the legal and political intricacies of public procurement, oversight mechanisms, and complaint systems in Lebanon in
relation to procurement. The team has attempted to dissect the laws, procedures and practices around procurement in order to understand why
things are not working and why has procurement been a huge source of corruption and public funds squandering contributing to the biggest
financial and economic crisis in the country’s history.

The exercise has been tedious and complicated as the legal framework is scattered, with different bits and pieces overlapping, contradicting,
ambiguous at times, and often hard to find and access. The team had to go through detours and informal channels to obtain financial and internal
regulations of various institutions which are not easily shared, and which are supposed to be in the public domain. Getting internal circulars of
various institutions has often been a mission impossible. This opacity is in itself a clear symptom of a dysfunctional system in need for a holistic and
overhauling reform.

Our institutional mapping exercise has shown that, since the Chehabist era, practices have twisted the laws to the advantage of the powerful and
the corrupt in Lebanon. A little remains from the oversight and governance mechanisms and vision of the 50s and the 60s. Exceptions and detours
are abundant and are in the open. Nevertheless, the seeds of a strong democratic tradition are still present and they can still be relied upon for a
revival of state institutions, and the development of systems and processes that ensure governance, efficiency and effectiveness.

This research has greatly benefitted from the support of the Institut des Finances (IoF) . The collaboration, sharing of knowledge, and critical thinking
of the IoF team have been remarkable, and the Siren team is grateful for their support.

The Siren Research Team
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Executive Summary

Public procurement is one of the main sources of public funds squandering in Lebanon. The frail and outdated legal framework, coupled with weakened
oversight agencies, has enabled malpractices to emerge and thrive. This report maps the legal and regulatory framework of the public procurement system,
and of key stakeholders who intervene in the public procurement process, whether directly or indirectly. This includes but is not limited to the Ministry of
Finance, the Court of Accounts, the Central Tender Board, the Central Inspection, the Council of Ministers, and the Parliament. The mapping has enabled the
identification of the main gaps, overlaps, inconsistencies and weaknesses in the public procurement landscape, which justifies the urgent need for reform
and which may be summarized as follows:

The Central Tender Board has limited scope and means.

The Central Tender Board has numerous limitations, which prohibit it from acting as a central procurement agency. It has limitations regarding the size of
procurement, as it only mandatorily reviews bidding documents pertaining to works and goods transactions exceeding LBP 100,000,000 and only conducts
the procurement process for the transactions of the same value. The Central Tender Board has also a limited scope, as public institutions, autonomous
agencies, municipalities and unions of municipalities have legally bypassed the Tender Regulations through their bylaws. They conduct the procurement
process internally. The absence of standard bidding documents also exacerbates the scattered practices and limits the entry of new bidders to the market,
given that non-standard bidding documents are sometimes tailored to guarantee the win of a specific bidder.

Oversight institutions, such as the Central Inspection and Court of Accounts suffer from limitations, mainly related to their scope.

The Central Inspection’s oversight mandate has limitations. While some institutions are subject to its full oversight, others completely escape its scope, or are
subject to financial inspection only. Central Inspection also suffers from lack of specialized human resources and financial means, as it is subordinated to the
Presidency of the Council of Ministers.

The Court of Accounts has a wide mandate in theory covering ex-ante and ex-post audit, but limited jurisdiction in practice especially for the ex-post audit.
Numerous entities considered as big spenders in procurement are not subject to its oversight such as the Council for Development and Reconstruction, or the
Council of the South. The Court of Accounts’ ex-ante audit also overlaps with the Ministry of Finance’s expenditure control when the transaction exceeds a
certain threshold. The laws governing both stakeholders do not substantially draw the difference between the control and/or audit that is being exercised,
which causes unnecessary checks and delays.
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Executive Summary

Municipalities and Unions of municipalities are governed by a complex legal framework.

Municipalities and Unions of municipalities are distributed across two legal frameworks. While some are subject to decree no. 5595 (which sets
the accounting principles for municipalities and Union of municipalities not subject to the Public Accounting Law), others are subject to the Public
Accounting Law. As a result, municipalities’ and Unions of municipalities’ budgets differ on various levels (such as the structure of the budget, and
the necessary documents to implement the budget) which results in unnecessary complications.

Loopholes in the Public Accounting Law

The Public Accounting Law has been subject to amendments over the years. However, no substantial amendments considerably enhancing public
procurement have been enacted. Recourse to mutual agreements is poorly regulated, and the pricing method is not in line with international
standards, as it does not provide for a secret reserve price set by the procuring entity.

The complaint mechanism and appeal system are flawed

The recourses available to bidders are rather scattered. While the Central Tender Board receives complaints in practice, it does not dispose of any
complaint mechanism set out by the legal framework. As to the State Council, it suffers from overload and is unable to fulfill its appellate role for
all cases submitted to its review, given that the lower administrative courts have not been created until this day. The State Council may also be
subject to governmental interference in the appointments which hinders its independence.
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Executive Summary

Risks of political interference

The Parliament disposes of legal powers allowing to increase its oversight over the management of public funds, to engage in dialogue with
oversight agencies, and to hold ministers accountable. However, its role is weakened by overwhelming political dynamics. As to the Council of
Ministers, it has a stronghold over oversight agencies and nominates the heads of these agencies. The Council of Ministers has also the power to
reduce recourse to mutual agreements, a mission it has failed to accomplish so far.

Stakeholder mapping

A stakeholder mapping was conducted, mapping various reform proposals, knowing that a draft law on public procurement presented by the
Institut des Finances is being discussed in Parliamentary committee. The positions of the various stakeholders have also been analyzed, together
with the political dynamics around the reforms. The model predicts that a strong coalition will build around the draft law based on the
decentralization principle while some of the stakeholders will be trying to introduce some enhancements that may not change its essence and
principles but challenge the original text.

Recommendations

Recommendations have been formulated in light of the identified weaknesses of the public procurement system and of key stakeholders. These
weaknesses are either structural or related to means and resources. Recommendations also address inconsistencies, overlaps, gaps, ambiguities,
and conflicts of interests. While recommendations address the weaknesses of every oversight body, it remains important to consider the reform of
oversight institutions through a global approach that takes into consideration the complementarity and continuity among them.
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If the Public Procurement Directorate will be regulating all contracting authorities and procurement processes, it remains necessary, as per
international standards and sound business principles, that audit role be clearly defined and entrusted to independent entities. Consequently, given
that Central Inspection’s mandate already covers most contracting entities as well as the large array of expertise and capacities it has developed over
the years, it would only make sense that this independent government agency be in charge of those inspections. Central Inspection can derive risk
assessment from the database that is to be created within the PPD and proceed with effective inspections by relying on its sectoral expertise. Yet,
many other reforms shall be implemented for CI to play this role efficiently.

Central Inspection: Back in the Game

Recommendations

Structural • Amend article 1 of legislative decree no. 115/1959 creating the Central Inspection to expressly provide for the moral,

financial, and administrative independence of the Central Inspection.

• Amend article 6 of decree no. 2460/1959 organizing the Central Inspection to expressly provide for the communication of

the central inspection report to Parliament at the end of the month of March, and to also expressly provide that periodic

reports be sent to Parliament.

• Let periodic report be produced quarterly (currently there is only an annual report).

• Provide CI adequate resources with an independent and minimal budget.

• Restore immunity against possible arbitrary transfers of the members of the Central Inspection Board.

• Limit the term of office of CI Presidency to a non-renewable 6 years mandate.

• Amend article 3 (4) of legislative decree no. 115/1959 establishing Central Inspection to include all General Inspectors as

members of the CI Board, as opposed to solely the Financial General Inspector and the Education General Inspector.

• Decision making within the CI Board shall take place by the majority of votes to avoid blockage.
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Central Inspection: Back in the Game

Recommendations

Scope • Grant the CI the prerogative to refer a minister to the Parliament for investigation for misconduct. The Parliament may then refer the minister

to the Higher Court for the prosecution of Presidents and Ministers.

• Subject the decision-making authority and executive authority of municipalities and UoM to CI, including Municipal Council members and

Presidents.

• Subject to CI oversight all administrations, public institutions, autonomous institutions, municipalities and Unions of Municipalities, and all

other bodies having a financial relationship with the state through participation, assistance or credit advance, as well as all companies whose

capital consists of at least 40% of state participation, etc.

• Grant the Financial Inspectorate the express prerogative to conduct audits in relation to procurement systems and processes.

Human

Capital

• Develop a Code of Conduct for CI employees as well as a detailed competency framework for inspectors.

• Implement a competitive salary scale for different functions within CI, in order to incentivize employees and to prevent bribes and corruption.

• Establish a KPI system for all CI employees along with a career path or career development programme.

Means • Establish a quality control system for performed and delivered works, goods and services, provided that quality-control is conducted

throughout all stages of implementation, and not only upon handover.

• Implement a transparent process allowing CI to assess the effectiveness of the sanctions it has issued.

• Create a research and analysis unit within CI responsible for research and development, data analysis, internal and external communication.

• Create a Risk Management unit staffed by risk professionals.

• Establish a Procurement Inspection Unit at CI with edge expertise in procurement oversight, with full access to analytics, and wide prerogatives

to investigate procurement cases.

• Establish a Municipal Inspection Unit at CI with expertise in municipal services and procedures, and a regional office or focal point in each

governorate.

The Scope of CI’s audit shall have no exception, and there should be no work around it’s oversight. CI shall also be provided the means to accomplish
its mission effectively.
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There are several unnecessary overlaps among oversight institutions. The ex-ante financial control done by the Court of Accounts and MoF is one of
them. This complicated procedure can be automated thereby eliminating the unjustified delays by MoF controllers in what should be a
straightforward reconciliation of accounts. The CoA can also focus on the ex-post audit of government accounts and its jurisdiction in this respect
can be extended to include all public and autonomous agencies. Its scope limitations shall be removed, its independence reinvigorated, and its
relation with the parliament reinforced.

Court of Accounts: The Power of Ex-Post Audit

Recommendations

Structural • Amend article 1 of legislative decree no. 82/83 organizing the Court of Accounts to expressively provide for the independence of the Court

of Accounts.

• Guarantee the financial and administrative independence of the CoA through the implementation of a budget plan that is independent

from the executive power.

• Set the term of office of the President of the Court of Accounts to a non-renewable 6 years mandate.

• Consider the nomination of the President of the Court of Accounts by a majority of votes of the Parliamentary Committee on Finance and

Budget.

• CoA decisions shall be binding and cannot be overruled by the Council of Ministers.

Scope • CoA shall focus on ex-port rather than ex-ante control.

• Include a CoA representative in the finance and budget parliamentary committee to make sure that CoA’s remarks and recommendations

are taken into consideration.

• CoA shall actively assist members of Parliament in addressing questions to ministers and questioning them upon violations with regards to

public finance.

• Enlarge the scope of CoA to include all concerned parties in management of public funds without exception (i.e. all public institutions,

autonomous agencies, municipalities and unions of municipalities).

• Transfer financial controllers that are within the Ministry of Interior and Municipalities to the Court of Accounts for retraining, and

determining powers and roles, in order to avoid duplication of control.

• Introduce both compliance and performance audits on procurement operations, and grant the CoA all needed resources to fulfill these

functions.

• All projects funded by loans and donations to the benefit of different administrations, public institutions and municipalities shall be subject

to the audit of the CoA.
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Court of Accounts: The Power of Ex-Post Audit

Recommendations

Human 

Capital

• Find the adequate balance between legal expertise, judges, financial and accounting experts and subject matter experts in the

Cadre of the Court of Accounts.

• Establish an employment unit which provides training regarding financial expertise and auditing procedures in line with 

international standards.

Means • Develop and promote a computer-assisted auditing system.

• Streamline audit preparation, performance, quality review and publication procedures.

• Enhance reporting and dissemination of results in order to allow all stakeholders – citizen, auditee, parliament, or any other 

interested party - to consult recommendations, and their impact online. The concerned administration is instructed to review 

the results of the report and pledges to implement recommendations, and to submit before the Court of Accounts’ Bureau a 

receipt of notification of the report.

• Introduce and implement performance audit on procurement operations.

• Amend article 60 of legislative decree no. 82/83 to review the penalties incurred by offending employees which have become 

insignificant.

• Extend the statute of limitations from 5 to 10 years provided for article 65 of legislative decree no. 82/83 organizing the Court of 

Accounts, as it often led to deliberate delays and failure to prosecute cases.

• Amend article 32 of legislative decree no. 82/83 organizing the Court of Accounts to include in detail the nature of the audit 

conducted, and to include the planning and objectives of the transaction.

The Court of Accounts needs to implement effective auditing leading to firm measures against violation of procurement rules and regulations. 
Highly qualified human capital is required, which can be achieved by establishing an employment unit providing training on financial issues and 
auditing procedures in light of international auditing standards. The Court of Accounts’ financial resources shall also be revisited in order to allow 
the personnel to perform duties.
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Judicial independence, a strong rule of law, public trust in the judicial system, and a proper implementation of the Statute of the State Council 
promulgated by Act No. 227 of 31 May 2000, among others, are indispensable factors to effectively create the right conditions for access to justice and 
ultimately hold the government accountable for its decisions. In order to overcome the roadblocks previously identified and allow the State Council to 
achieve its objectives, reforms should be adopted to reinforce the independence and impartiality of the administrative courts once established.

State Council: The Way Forward

Recommendations

Structural • Establish first level administrative tribunals within the State Council. The most recent amendments to the State Council Statute that took

place in 2000 provide for the establishment of first level administrative tribunals in each of the Lebanese six provinces which would

significantly decrease the overcrowding before the State Council, and allow it to fulfil the appellate role for which it was designed, all

while accelerating the process of rendering decisions.

• Limit executive intervention. The role of the Minister of Justice in the appointment process should be completely rescinded and

transparent procedures need to be set at every level in the selection and appointment process of judicial positions, such as the President

and the Government-Commissioner at the State Council, and others, as well as clear and objective criteria in accordance with

international standards.
Means • In order to reinforce judicial independence, it is essential to divest the President of the Council of certain powers namely organizational

ones pertaining to appointments, transfers, re-assignments, allocation of tasks between Chambers, enforcement of disciplinary

measures. According to the Constitutional Council, such practices are unconstitutional and contradict a key principle of collegial decision-

making.

• Enhance transparency by publishing State Council Bureau’s decisions to ensure compliance with Access to Information Law and agenda.

• Create a website for the State Council and publish electronically all relevant decisions and information, making them accessible to the

public.

• Final decisions made by the State Council require immediate and effective execution. This could be done by enforcing the financial

penalties provided for in article 93 of the State Council Statute to ensure that each moral public person required to execute a decision

issued by the Sate Council would do so within a reasonable amount of time.

• Encourage the judges at all levels to take decisions on procurement cases within the deadlines permitted by the law.

• Work on specializing the judges of the State Council, i.e appoint specific judges to look into procurement cases to ensure cumulative

expertise and efficiency.
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Municipalities and Unions of Municipalities : One for All

Municipalities and Unions of Municipalities mainly suffer from a lack of coordination in their legal framework, which is reflected through differences in 
municipal budgets. There is also a cumbersome pre-approval procedure by the Ministry of Interior and Municipalities which, coupled with the lack of 
automation processes in most municipalities and UoM, contributes to a great delay in the implementation of projects.

Recommendations

Scope • Unify and consolidate the legal framework governing municipalities and unions of municipalities. Today some municipalities and UoM are 
subject to the decree setting the accounting principles for municipalities and UoM that are not subject to the Public Accounting Law, while a 
minority of municipalities and UoM remains subject to the Public Accounting Law. As a result, budgets of municipalities and UoM differ.

• Address the legal inconsistencies in the texts concerning the municipalities and UoM which shall be subject to the Court of Accounts 
oversight (Article 90 of Municipalities Law no 118/77 and article 2 of Legislative Decree no. 82/83 organizing the Court of Accounts).

• Amend article 48 of decree no. 5595/1982 setting the accounting principles for municipalities and UoM, which are not subject to the Public 
Accounting Law, to include the creation of a technical body within the MoIM responsible for setting the standard bidding documents for 
open tenders, which can be subsequently approved by the Minister of Interior and the Court of Accounts. 

• Remove paragraphs 7 and 8 from article 60 and paragraphs (1)  and (2) from article 61 of the Municipalities Law no. 118/1977 to exclude 
cumbersome pre-approvals by the “qaemaqam” and “mohafez” over transactions.

• Implement amendments  provided for in decree no. 4082/2000 regarding the creation of the Municipal Observatory within the General 
Directorate of Local Administrations and Councils in order to, among others, manage (identify, implement, review and update) municipal 
performance indicators.

• Subject all municipalities and UoM to the audit of the Court of Accounts. 
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Municipalities and Unions of Municipalities : One for All

Given the number of municipalities and the potential for decentralization, standardization and automation are a cornerstone of municipal procurement 
reform. But Municipalities should also get equitable and direct access to their funds in order to undertake procurement projects in their regions.

Recommendations

Structural • Amend article 53 of Municipalities Law no. 118/1977 regarding the creation of municipal bidding commissions to include clearly outlined 
criteria for professional qualification, together with a clear legal quorum and majority for decisions taken by the municipal bidding 
commissions. (Alternative: Preparing all members of the municipal council, at the beginning of their mandate by involving them in binding 
training courses that will help them during their duties during the next six years)

• Establish appropriate criteria for the distribution of funds from the Independent Municipal Funds (IMF) to municipalities and UoM, in order 
to increase their ability to undertake procurement projects to the benefit of their respective territories, which eventually leads to 
development and growth. The distribution formula by virtue of which the IMF operates (number of registered residents and average of last 
two years of direct revenues) does not reflect reality:

o In some areas, registered residents are far less than actual residents, while other municipalities and UoM have more registered 
numbers than actual residents, which contributes to an improper allocation of resources.

o Direct revenue in urban municipalities and UoM (which benefit from rental value fees for instance) is considerably less then rural 
regions.

Tools • Consolidate Independent Municipal Funds. For transparency and accountability purposes, all IMF accounts detailing all revenues and 
expenditures (taxes, fees, deductions and withdrawals from the account of every municipality or union of municipalities), are to be 
consolidated into one document. This account should be audited by the Court of Accounts to ensure legality and accuracy. In addition, said 
accounts should be made publicly available by publishing annual reports. The reports are submitted to Parliament at the end of each 
financial year. 

• Establish an e-procurement platform with full traceability, where all municipal procurement takes place and can be easily traced. The 
platform will be dedicated to the creation, installation and operation of every phase in the procurement process.

• Digitize and grant free access to the Official Gazette to allow all suppliers to participate in all public procurement.
• Implement automated systems for municipalities and UoM who rely on manual procedures for their financial activities, including 

expenditure requests and control.
• Train, certify and select public procurement officers to run the municipal procurement system.
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Ministry of Finance: FMIS and TSA

The Ministry of Finance is a vital player in public service financial control. Its role is not limited to merely ensuring compliance of government expenditures vis-
à-vis budget requirements, but also includes overseeing public finances as a whole. However, numerous procuring entities carry out their expenditure control 
internally which hinders accountability and transparency. 

Recommendations

Scope • Address legal inconsistencies in the Public Accounting Law (article 65) and Court of Accounts regulations (article 32 of legislative decree no. 82/83 organizing the 
Court of Accounts) which do not substantially differentiate between the expenditure control and ex-ante audit. Both articles do not provide for a substantial 
difference between both functions, and only mention that the transaction’s conformity is assessed in light of the budget and laws and regulations in force. 
Expenditure control in itself does not need to be eliminated per se, but needs to be clearly differentiated from the Court of Accounts’ mission of ex-post 
auditing. 

• External expenditure control is crucial in order to enhance good governance and a sound management of public funds. As such, all public institutions and 
autonomous agencies conducting their expenditure control internally, must instead conduct it via the Ministry of Finance’s controller. This includes by way of 
example but is not limited to the CDR, the Council of the South, EDL, the Lebanese University, OGERO.

• Implement Financial Management Information Systems (FMIS). In order to remedy to the opacity of public finance and scattering of financial documents, the 
exchange of electronic data with proper security measures will ensure speed and accuracy of information exchanged  between the procuring entities and the 
MoF and would ultimately result in establishing a sustainable structure of cooperation and a standardized database. As such, operations such as request for 
expenditures, and subsequently their control can be automated and would replace traditional, manual control which often is the main reason for delays. This 
includes linking expenditure controllers placed within ministries to the Ministry of Finance to ensure efficient control and speedy liaison. This will enhance 
accountability and will facilitate review of each ministry’s expenditures and their validity at the end of each year. 

• Enhance Treasury Single Account System (TSA). Lebanon disposes of a TSA. However, pursuant to IMF literature, the TSA structure is decentralized and 
fragmented. The accounts pertaining to public sector entities are not reconciled on a regular basis. Most public institutions, such as the CDR, have separate bank 
accounts and some public institutions such as the EDL and NSSF are an exception, and have accounts in commercial banks, which is in contradiction with article 
243 of the Public Accounting Law. Commercial banks also hold accounts for donations, used for funding government expenditure. The TSA also facilitates 
reconciliation between accounting and banking data, i.e. the process of matching the balances in an entity's accounting records for a cash account to the 
corresponding information on a bank statement. For effective public funds management, the TSA should at least cover all government entities. It is also 
recommended that the TSA covers public institutions and autonomous government entities, loans, grants and donations from institutions, and extra-budgetary 
funds. All governmental bodies, public institutions, autonomous agencies, and extra-budgetary funds should dispose of bank accounts within the Central Bank 
and linked to the main account. The balances should be automatically swept at the end of each day to the main account, and the Central Bank must effectively 
consolidate the balances in all the government accounts. As such, the government banking arrangement should be unified, and the Ministry of Finance should 
be entrusted with oversight alone.

• Introduce the Internal audit function at the level of all procuring entities and harmonize it with Public Financial Management reforms/improvements.

Tools
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Parliament: Return of the Jedi

Parliamentary collaboration with oversight agencies is vital for a sound public procurement and for the management of public funds in general. The dialogue 
between Parliament and oversight agencies such as the Court of Accounts and the Central Inspection should be enhanced, and institutionalized. 

Recommendations

Means • The Court of Accounts (and eventually the Central Inspection) can be placed under the administrative authority of the Parliament, which is 
the case for financial oversight agencies in several other countries. This helps avoid potential conflicts of interest arising out of the Court of 
Accounts being linked with the executive and which may impede the Court of Accounts from fulfilling its mission independently.

• Strengthen communication processes between Parliament and oversight agencies (particularly the Court of Accounts and the Central
Inspection). This will enable the Parliament to access transparent and reliable information.

1. Oversight agencies shall draft periodic reports of activities in order to enable the Parliament to take the necessary measures or 
conduct the necessary investigations. Asking oversight agencies to submit and publish the periodic reports, write explanations of 
proceedings and abide by requests for information, grants the parliament the means to enhance governance and transparency.

o The reports must be made accessible to the public in order to increase transparency, along with the comments made by members of 
Parliament, heads of the concerned oversight agency, as well as the concerned public administration or institution.

• Strengthen governmental accountability. Each ministry must draft a report of its financial activities and submit its financial statements within 
three months of the end of the financial year (i.e. 31 December). 

• The budget and finance parliamentary committee shall audit oversight agency reports and report to Parliament with its findings. It shall also 
audit reports of each ministry’s activity. The report must be followed by a formal response from the government within 3 months. The report 
is published on the Parliament’s platform and is accessible to all citizens.

• Heads of oversight agencies must be ensured a guaranteed term or office. Tenure must therefore be guaranteed, and immunity must be 
granted to heads of oversight agencies in order to enable them to operate without threats of being removed.

Tools
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