SOLIDERE's License Expires in 2029. Renewal or Liquidation?

Since 1994, Beirut's historic core has been held in the form of a joint-stock real estate company, SOLIDERE,
established to rebuild and develop it over the period of 25 years. The original mandate was first extended for 10 years
(on 1/12/2005 through government decree 15909/ 2005). Thirty-two years after its establishment, SOLIDERE is
filing for another extension, asking the government to extend its current mandate termination date (2029) for another
40 years, till 2069.

Lebanon’s government should use the opportunity to modify and balance the real-estate company’s mandate, with the
aim of extracting public value from the heart of its capital city and spill them over to the rest of the urban
agglomeration. In this note, the Beirut Urban Lab outlines key facts concerning SOLIDERE and proposes three sets
of directions for Lebanon’s government to consider.

Brief History

When SOLIDERE was established in 1994 based on a revised legal framework for “real-estate
companies,” Lebanon was emerging from 15 years of civil war (1975-1990). At the time, special
facilities were extended to the company that took hold of 4.03 million square meters of built-up
area, liquifying all property in the forms of shares in a joint-stock company (Shares A)." Property
claimants who rejected the share were left with the only choice of buying back their claimed
properties with restrictive measures. In addition, investors were invited to acquire shares (Shares B)
that would inject capital in the company and allow its operation.” This constituted a first extension
of the existing real-estate company scheme within Lebanon’s regulations, one of many facilities that
would eventually be granted to the company.

The forceful takeover of property was justified as the only way to muster the coordination capacity
needed to launch Beirut's reconstruction’ A real estate holding company would be empowered to
assemble fragmented property, sort multiple inheritances, resolve conflicting property claims,
address heritage issues, and turn a war-shattered historical core into a global hub of tourism and
services." The arrangement was packaged with promises of jobs, prosperity, and wealth within a
framework of so-called trickledown economics.’

A detailed master plan® was developed and SOLIDERE was allowed to separate the built-up ratio
from land, allowing for a Transfer of Development Rights’ that is not permissible elsewhere in the
city. SOLIDERE also adopted high-end and detailed guidelines for repair, and it mandated that
clients who buy back/acquite existing buildings adopt the same detailed standards. This led to the
development of uniquely high standards for building and public space design but also rendered
property reclamation particularly difficult and constrained the ability to intervene in Beirut
Downtown to the most well-off developers.®

In the original scheme, SOLIDERE was mandated to plan, develop, and sell all properties, distribute
profits to shareholders, and get liquidated by 2019,” handing back its prerogatives to the Municipality
of Beirut and relevant public authorities. Three decades later, the bargain looks lopsided. Although a
well-designed urban fabric has materialized in a handful of carefully planned and greened—albeit
highly exclusive—neighborhoods, the original case for SOLIDERE's market power — coordinating
reconstruction amid chaos, has largely run its course. What remains is a company sitting on roughly
1.35 million square meters of land bank" (down from over 4 million), still holding undeveloped



parcels in the Biel area and in Martyrs' Square, and still pricing its own future privately, while waiting
for the market, rather than the public, to decide when development resumes (see map 1 below).
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Exceptions and Benefits

Since 1994, and beyond the original facilities that accompanied its establishment, SOLIDERE has
benefited from substantial public subsidies and privileges, estimated around US$3 billion. These
include waterfront land reclamation rights worth US$2 billion," tax exemptions worth roughly
US$590 million,'” and direct state land transfers (see Table 1 for a longer list). In return,
SOLIDERE distributed US$1.2 billion in dividends' and rebuilt infrastructure with a total cost of
one billion dollars—although to-date, its value was captured by SOLIDERE rather than the public,"*
as well as sections of the city center—nonetheless leaving major public obligations unfulfilled (e.g.,
green areas including the seafront park and the Garden for Forgiveness, a Museum, and Martyr
Square’s parking garage').

In addition, since its creation, SOLIDERE has also sold 2.66 million square meters of land and air
rights for US$4 billion.'" The company currently values its remaining 1.35 million square meters at
US$2.5 billion—a valuation gap consistent with a 2012 claim that its land bank was worth
US$8billion.'” The gap between the actual profit reaped from pre-2012 sales and the estimated land
values is indicative of the company’s business strategy: SOLIDERE is not pricing development, it is



pricing patience. The company is waiting for political and market sentiment to turn before selling
the remaining land stock—while the public bares the cost of an inactive city center. This strategy is
built within the project’s design: While a private real estate company is accountable to maximize the
profits of its shareholders, a public agency would be accountable to the urban collectivity it serves.

Beirut’s Waterfront 1989

Beirut's Waterfront 1993

Beirut’s Waterfront 2001

Figure 2: Beirut's Waterfront Expansion

Beirut's Waterfront 2009

Type of practice

Legal instrument

What it did

Why it matters

Public / state land
transfer

Dectee 2786/1992;
Decree 5714/2001

Added 83,000 sqm from Beirut
Port and 24,471 sqm of private
state-owned lands as "public
spaces” inside SOLIDERE
boundaries.

Challenges the claim that
SOLIDERE independently
"created" Beirut's largest public-
space stock.

Waterfront
reclamation expansion

Decrees 4830/1994,
5609/1994,
5665/1994,
8939/1996,
3808,/2000,

5714/2001; Ministerial

Decision
156/27/2007

Expanded the waterfront
reclamation area from 240,000
sqm to 780,000 sqm.

Increased SOLIDERE's land
reserves, development capacity,
and pricing power.




Saint George / coastal
value

Decree 7660/1995;
Decree 4837,/2001

Included Saint George beach;
deleted Hotel Saint George's
beach rights; treated Sea Zone 5
as part of the western tourist port.

Shows state-backed teallocation
of coastal value into
SOLIDERE's waterfront
development logic.

Sample of master-plan
density amendments

Decrees 7402/2002,
111942003,
14225/2005,
14687 /2005,
16163/2006,
16184/2006,
16546,/2006

Amended its master plan by
transferring densities for specific
lots and adjusting building
regulations in ways not allowed
elsewhere in the city.

Shows that planning rules were
repeatedly modified to increase
development value.

Hilton exception

Decree 12796/1998

Allowed the Hilton Hotel to be
demolished and rebuilt despite
the original protection of the
building.

Demonstrates site-specific
exceptions to the planning
framework.

Public property
allocation

Master-plan
amendment dectees,
2002-2006

Allocated public properties facing
residential areas and modified the
spatial relationship between
public assets and private lots.

Converted public positioning and
adjacency into private/residential
value.

Low-density prestige
logic

Planning framework
and later amendments

Maintained a low-density prestige
environment while selectively
adding value/density through
regulatory changes.

Helped sustain high prices by
combining scarcity, branding, and
controlled development rights.

Real-estate registration
tax exemption

Minister of Finance
decision, 1997

Exempted SOLIDERE from
paying the additional 6% real-
estate registration tax (to
municipality and government
treasury)

Reduced public fiscal capture
from SOLIDERE-linked
transactions.

Preferential municipal
rent

Municipal decision,
2005

Lowered rent on municipal land
from USD 8/sqm to USD 2/sqm
up until 2005.

Gave below-market access to
public/municipal land.

BCD business tax
exemptions

Tax and municipal
exemptions until 2007

Exempted commercial businesses
in the historic core from property
and municipal taxes.

Subsidized businesses inside an
already privileged redevelopment
zone.

Subsidized credit

2008 dectree

Allowed commercial businesses in
the historic core to benefit from
state-subsidized interest rates for
two years.

Used public financial policy to
support commercial activity
within SOLIDERE's district.

Long-term port
exploitation

Decision 26/17/1997

Allowed SOLIDERE to exploit
and manage the eastern and
western toutist ports on
reclaimed lands for 50 years.

Rights exceeded the company's
original 25-year duration.

Contract extension

Decree 15909/2005

Extended SOLIDERE's mandate
from 25 to 35 years.

Protected and prolonged the
concession.

Foreign share

Decree 11156/1997

Allowed foreigners and foreign
companies to buy SOLIDERE

Expanded capital access beyond
Law 117/1991, which limited

ownet: Shlp shares. rights to Lebanese and Arabs.
International Decree 207/2007 Allowed SOLIDERE to establish | Shifted the company beyond its

R SOLIDERE International. original reconstruction mandate.
€xpansion
Infrastructure Decree 12992/ 1998: Granted privilege to invest in Gave SOLIDERE sectoral

b . . .

. teleport networks and to dig exceptions beyond ordinary

exceptions Decree 15896/2005 water wells deeper than 150 regulations.

meters.

State as tenant

UN-ESCWA;
Ministries of Finance

State rents UN-ESCWA for
about USD 7 million/year and
two ministry buildings for about

Turned public expenditure into
recurring private revenue.




&

Telecommunications

USD 15 million/year — about
USD 22 million/yeat, between
one third and two thirds of
SOLIDERE's rental income
streams (depending on the yeat).

Table 1: Selected Exceptions, Facilities, and Subsidies.

Sources: Research was originally conducted by Sarah Shaito, Abmad Sabra has reviewed and added sources, analysis,

and explanations.

Public Cat A Cat B Sum
Shareholders Shareholders
(original land (investors)
owners)"®

What —$1,300M land —$2,000M —$650M capital | —$4,820M

SOLIDERE benefits (low est.) | undervaluation invested (65M quantifiable +

Received —$470M loss (land $3B, shares X $10) monopoly/density
fiscal/tax benefits | compensated rights
—$400M SI $1B)
permission =
—$2,290M

What it Gave +$100M public +$727.2M +$472.8M +$1,300M

Back spaces & parking | dividends over dividends over

(historical) (infrastructure 35 years 32 years
$961M excluded (nominally (nominally
— value captured | understated) understated)
by SOLIDERE)

What it Should | +$100M public +$1,014.2M +$659.4M +$1,773.0M

Give Back park & Martyrs' liquidation liquidation

(liquidation Square parking proceeds (60.6% | proceeds (39.4%

payout) of of

$1,673,673,293) | $1,673,673,293)

Net Balance —$1970M = —$2B | —$258.6M +$482.2M (=650 | —$1746.4M =
+ (—=2,000 + 727.2 | + 472.8 + 659.4) | —$1.7B (value
monopoly/density | + 1,014.2) absorbed against
rights value generated)

Table 2. SOLIDERE’s Balance Sheet. Liquidation payout is estimated at accounting figures
(SOLIDERE’s 2023 Balance Sheet'” assumes 1.6 billion USD in Shareholder equity, it is assumed
SOLIDERE will be liquidated at this value, not the projected value of its real estate in 2023 report
of the Board of Directors, which is placed at 4 billion USD and not shared publicly). The balance
sheet figures are consistent with SOLIDERE’s current market capitalization.” The gap between the
two valuations represents the value SOLIDERE excepts to extract from the extension. (Source:
Ahmad Sabra Thesis, forthcoming)




The Economic Model

SOLIDERE's development model fits squarely within the rentier logic that defined Lebanon's post-
civil war economy.” In this model, real estate was both the dominant sector and the macroeconomic
stabilizer that kept the post-war economy afloat.”” Rather than approaching land as a scatce resource
needed to support a productive economy, land was reduced to a financial asset to store wealth and
turned into a lever deployed to attract foreign capital into the country.” Consequently, land prices
rose well above local means, harming economic productivity and undermining the right to housing,.
In this context, a venture as large, coordinated, and symbolic as SOLIDERE should be considered
as one of the early drivers of this rentier model and the speculative property practice it engendered.

The 2025 Cabinet has announced its intention to shift away from the rentier model and develop
productive sectors of the economy that would foster employment and reduce brain drain.** As such,
how Lebanon’s government chooses to approach the renewal of SOLIDERE’s mandate falls at the
heart of its credibility. An unconditional renewal would tell Lebanon, and the world, that the
country's so-called recovery is still organized around extracting value rather than creating it, and that
reform was mostly branding rather than action. Conversely, a studied and conditional approach can
send the appropriate signal but also serve as a spark to regenerate a direly needed urban economy
for Lebanon’s capital. In what follows, we outline some of the directions that the government
should consider.

Recovering Beirut’s Historic Core

Extending SOLIDERE’s mandate unconditionally or in exchange for minor concessions will
amount to prolonging an already failed recipe. However, a conditional extension that allows the
government to shift the company’s accountability, albeit partially, to the public interest of all city-
dwellers may be a desirable compromise in the current conditions. In other terms, if a 2029 renewal
is adopted, it should be limited, and it should introduce a reversal in the original development model
while preserving the urban-design gains and extending their benefits to the wider city.

Redistributing Profit

Prior to any negotiation, the government should hold SOLIDERE accountable for the commitment
it has left unfulfilled: City parks, including the seafront public park (recently named Hariri Park)
where no greenery has been planted despite a now 35-year-old commitment, but also execution
plans for public parking garages and cultural assets should be pre-requisites to an actual extension of
the mandate. The cabinet could consider a 2-year extension to ease the 2029 deadline and allow
SOLIDERE to demonstrate its good will prior by initiating actual project execution before
determining the duration and conditions of the larger extension that should not exceed 10-15 years.

In addition, SOLIDERE's real current market value—likely around US$1.6 billion®- should be
assessed against the company's claim of US$3.5 billion in assets. Consequently, any value (in
revenues) created above the US$1.6 billion baseline should accrue to the city, not to shareholders
who have already been compensated many times over relative to their original contribution.”® A
ceiling set below the US$1.6 billion mark with anything earned above returned to the city or the
public treasury removes SOLIDERE's incentive to wait out the market, and makes swift
development the more profitable choice for everyone involved.



Three Pathways

Theoretically, Lebanon’s government has three pathways to respond to SOLIDERE’s demand of
contract extension. However, in practice, we argue below that only the conditional renewal option is
viable.

Outright Liquidation: A strict implementation of the current text indicates that, short of renewal,
SOLIDERE should sell its full land bank in a public auction by the deadline of its mandate (2029).
This might look like the clean alternative to renewal, and is a solution frequently advocated by
Lebanon’s activists. However, upon closer examination, the long-term effects of this option may
further compound the negative externalities generated by the company. Indeed, dumping 1.35
million square meters onto a largely stalled, still-recovering property market devaluates land values
across the city center and beyond, hence locking-in a fire-sale price for assets the public has spent
three decades subsidizing. In current economic circumstances, it is likely that a handful of well-
networked investors would acquire and hoard the land bank at devaluated prices, capturing all the
value for private interest and reproducing the same concentrated control that defined SOLIDERE's
monopoly, without a mechanism in place to captute or redistribute that value for the public.”
Moreover, a sudden dissolution leaves no clear path to actually complete the unfinished public
obligations— i.e., the seafront park, the parking garages—or to bind whoever inherits the parcels to
deliver those. Liquidation trades the patient extraction of public value for the appearance of
decisiveness and ignores Lebanon's limited institutional capacity which prevents it from managing
well the handover.

Controlled Fragmentation: By splitting SOLIDERE into two or three companies, it is possible to
see the city’s core regenerated through a healthy market-based competition as part of an economic-
development vision, with affordable commercial space, public open space along the waterfront, and
the mixed-use development that creates jobs rather than just luxury units for absentee buyers. There
are many advantages to this option, most notably the creation of healthy competition, the injection
of new capital, and allowing for opportunities to swiftly redistribute company assets. However,
fragmentation only works if clear and powerful institutional oversight prevents collusion among
stakeholders. It also requires solid central and urban governance frameworks that secure
accountability and adequate urban standards. In short, while likely the most desirable, this option
requires an institutional oversight that is arduous to uphold by public institutions at the current
moment.



Conditional Renewal: A negotiated continuation of the SOLIDERE mandate provides the pathway
to recover at least some real public value, while keeping the company in place for an additional 10-
15 years and building its assets. As noted above, such negotiation should start from the premise of a
ceiling over profit and the necessity to balance the mandate towards stakeholders with benefit for
city dwellers. At least two (not necessarily exclusive) orientations can be concomitantly considered:
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Figure 3: A Revised Masterplan should
imperatively reconnect the historic core
to the city and the sea

Figure 2: Fragmentation could follow the
geographic/spatial organization of Beirut's
historic core and create three zones, each of
which would have a separate management
coordinated by Lebanon's planning agencies and
the citv's local authorities.

e Transform the economic model that guides SOLIDERE’s urban form to allow for much
larger public concessions: By revising the master plan and introducing enforceable timelines
to activate idle land rather than open-ended discretion, the government can set the first step
to reap public benefits from private development. By way of example, a revised master plan
should reconsider, first, the weight of the projected traffic imposed on the city, once planned
developments are implemented, and it should therefore reduce densities and vehicular
mobility particularly at the level of the waterfront. A revised masterplan would further mend
urban ruptures by restitching the historic core’s neighborhoods with surrounding city
quarters and extending existing functions into the historic core (e.g., an extension of the
Beirut Digital District land uses toward Martyrs' Square; mixed income housing in all
residential zones; co-working spaces). Finally, planners could reconsider the connection to
the port redevelopment, hence restitching the city’s waterfront and linking through the
proposed pott interventions towards Mar Mikhael.*® Further details should be introduced
once the principles of integrated and balanced development are adopted.

e Impose a disciplined enforceable timeline of 10-15 years for land sales and development and
a hefty value capture mechanism from land sales to be reinvested in the wider city: Public
authorities should secure a percentage of the profits gained from SOLIDERE’s land sales
and earmark them to implement existing plans that would benefit the entire city, supporting
a project of national interest such as public mobility and/or other targeted interventions
such as long-term visions designed to ease urban shared mobility and improve urban



walkability across Beirut.”” This approach would follow the model of land value capture
implemented in other cities, where well-identified public authorities are able to reap profits
from land value increases to reinvest them in concrete projects earmarked for the public
good.”

Given that the valuation of properties within SOLIDERE's jurisdiction is subject to the
same uncertainties documented across the rest of the city,” owing to the absence of
transparent valuation models and a highly speculative land market, the Beirut Urban Lab
insists that a "value capture" mechanism that earmarks a percentage of gains to go back to
public coffers and be reinvested in developmental intervention rather than just a ceiling on
profit, is highly desirable, next to a tax on vacancy™ to disincentivize speculation, and a
gradual schedule of property transfer.

Both options discussed above are feasible, and Lebanon’s government should negotiate a blended
outcome that merges them, while introducing binding deadlines to liquidate property and measures
to fight vacancy.

Short of such concessions, the government should retain the option of rejecting SOLIDERE’s
renewal as viable. It may consider transferring property management to a newly created public-
private or a partnership with a nonprofit such as a university that would introduce direly needed
economic activities to the historic core. Alternatively, the government could also consider other
options within Lebanon’s planning regulations, such as the establishment of a public agency with
temporary jurisdiction over the area. These options may seem risky, and BUL encourages serious
consideration of a conditional and limited extension, but they remain more desirable than the
prolongation of the current modus-operandi or a renewal with the mere concession of one or two
buildings that leaves the same development model unscathed.

In Conclusion

Lebanon’s government has an opportunity to reverse the tides and elaborate a concrete strategy that
materializes its claims of a new economic model. To be clear, none of this is about punishing
SOLIDERE for the act of rebuilding Beirut's center —that work mattered, and the urban-design
gains exist. Neither is it possible to bring justice to the thousands of city dwellers who lost property
with the establishment of SOLIDERE. However, recognizing that the original mandate has been
fulfilled, that the company's main remaining strategy is to hold the city’s historic core and wait, and
that the public has already paid enough: in subsidies, in land, in a decade-long extension already
granted, our argument is for setting Beirut and Lebanon on a new path.

Renewing SOLIDERE's license as it stands lets the emblem of Lebanon's pre-2019 rentier economy
write the next chapter in the already war-torn country. Lebanon should choose differently:
conditional renewal with teeth, or controlled fragmentation with a plan. Either way, Downtown
Beirut should finally become a productive and lived city center, rather than a land bank waiting for
better days, or a playground for the rich and affluent.
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