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Over the last few years, Central Banks have been led to transform

their business models driven by a number of challenges
Key Challenges Underpinning Central Banks

Recurrent financial crises and their severe and structural
impact on the banking sector and the overall economy

Increasing complexity of the financial and banking sectors
and their interconnectedness with the overall economy

Higher stakeholder expectations for active communication
and enhanced transparency

More demanding international and regional banking
standards
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Central banks have been led to holistically modernize their
strategies, institutional models, governance and capabilities

A%

Transformation
Areas

Mandate and
Strategy

Operating Scope
and Interaction
Model

Governance and
Organization

Capabilities and
Culture

Central Banks Modernization Key Areas CONCEPTUAL

Financial Licensing FS Stability Monetary Market Payment Cross-cutting
Sector (FS) and and Crisis | Policy, Fx | Intelligence, System Support

Regulation | Supervision | Management and iﬁag'sDtgfg Activities

Economics Reporting (HR, IT, etc.)

= Ensuring well-defined Central Bank mandate and strategy covering the financial sector as a
whole (e.g., macro and systemic risks surveillance, crisis management and intervention mechanisms,
etc.)

———

= Reinforcing Central Bank positioning and fit into the wider financial regulatory operating space

——

= Defining clear governance model to ensure efficient and effective coordination within central banks
and across institutions;

= Reinforcing internal operating model and restructuring the organization as necessary

e

Strengthening skills and headcount, conducting talent pool review and optimization, as well as
reviewing overall incentives and career development programs to attract best talent;

= Streamlining systems and procedures to ensure clear internal processes and adequate delivery of

\ core and non-core activities )
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Major Central Banks are already pressing ahead with various

modernization efforts along recurrent themes

Examples of Modernized Central Banks and Key Modernization Themes

Explicit emphasis on
financial stability and
crisis management

NOT EXHAUSTIVE

» New responsibilities for the prevention of systemic risks and the supervision of
individual financial institutions to tackle both crisis prevention and crisis management

Increased autonomy in = |ncreased autonomy in setting the objectives of the monetary policy and defining

devising monetary policy corresponding tools and operations

Increased focus on price
stability and confidence

in the currenc adoption of inflation targeting
Focus on proactive
coordination with local,
regional and international

financial authorities regulatory policies

= Emphasis on price stability and confidence in the currency reinforced by increased

= |mproved transparency and better communication and cooperation with relevant local,
regional and international authorities as a result of the realization of spillover effects of

Improved tracking of = Improved monitoring of economic growth as a direct result of central banking policy

macroeconomic growth and regulations including unemployment rates

Sources: “The changing mandates of central banks — the challenges for domestic policy” — Gill Marcus (2012)
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In parallel, BDL has also remained at the forefront of modernization
although evolving in an increasingly challenging environment

Areas of Success Major Challenges Facing BDL

Local Political Instability &
Weak Security

Monetary Policy
(e.g. Exchange rate stability, high level of assets
in foreign currencies)

Financial Sector Stabilit?( and BDL'’s Vision
Economic Sustainability
(e.g. Solid and highly liquid banking sector

Incentives to support education, renewable
energy projects, entrepreneurship, etc.)

Regional Turmoil

Q. &

“To be one of the
leading regional
Central Banks
and a model to
the private and

. . . Local Economic Challenges
Financial Sector Regulation & g
Supervision
(e.g. Regulatory and supervisory frameworks in
line with international standards, highly capitalized
Lebanese banks)

()

Volatile Global Economic
Situation
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public sector
Transparency & Integrity institutions in Increasingly Demanding
(e.g., Anti Money Laundering, Governance) Lebanon and l.he International Standards

/'egl'on ” (e.g., Basel Il])

Continuous Monitoring by

International Stakeholders
(e.g. IMF, Rating agencies)

Internal Systems & Processes
(e.g., CDR, Payment, Cash, BBIS, Oracle etc.)
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In fact, BDL’s modernization has consistently been reinforced by
clear strategy, effective communication and strong leadership

Key Modernization Enablers

Strategic Direction

= Defining clear and transparent strategic
positioning and setting the direction in
which the organisation should goi.e.,
— Purpose and Vision, Mission, Targets,
Objectives, Initiatives, Plans, Resources

Leadership
= Seflting the example and motivating people
towards modernization, i.e.,
— Values, Teamwork, Empowerment,
Communication

Communication

= Facilitating modernization by
communicating the way to get therei.e.,
— Legal Framework, Processes &

Systems
— Knowledge Transfer, Metrics & — Accountability
Reporting — Culture = Z of all Behaviors



To ensure BDL maintains its leading position, a comprehensive
study of its ecosystem was carried out

Central Banking Ecosystem Institutional Framework

Next-Generation Central Banking Ecosystem

Operating

Ma;nddate Scope and Gov;ndance Capabilities
Interaction .. and Culture
Strategy Model Organization

Modernization Program Management

1] SPECIAL
INDESTIGATION
(ONHISSIOY

HAN:

Banking Control Special Investigation

Banque Du Liban Commission of Lebanon Commission
(BDL) (BCCL) (SIC)

Capital Markets Authority
(CMA)
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This study was based on extensive analytics, benchmarking and

stakeholder engagement over close to six months

Key Sources of Data and Information

Held More Than 10 Meetings with H.E. the Governor

Collected Comprehensive Data and Information
Macro economic indicators, monetary statistics, financial sector data, calculation methodologies, macro and
micro supervisory frameworks and tools, laws, circulars, charters, job descriptions and organization charts

Conducted More Than 100 Interviews
Across BDL with Vice Governors, Departments/ Units Heads and Teams, BCCL with Board Members, Unit
Heads and Teams and SIC with the Secretary General, Unit Heads and Teams

Attended Five Technical Workshops
/T, Cash Operations, Financial Operations, FX and International Operations, Payment Systems

Held Weekly Progress Update Meetings
With BDL Vice Governors and BCCL Board Members

Validated Findings Against More Than 30 Best Practice Benchmarks
Spread Across All Geographies

S~
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As an outcome of this study, improvement areas were identified
for BDL and its ecosystem

Overview of BDL Key Improvement Areas

Strategic Organization Structure Governance Framework
Plannin g BDL s organization could be further BDL s governing body could be
enhanced in terms of structure to complemented by key components
reduce existing bureaucracy and
multilayered communication

BDL s strategy needs to be more widel,
embraced across the organization

Financial Sector Stability Payment
The financial stability function needs to Systems

be holistically institutionalized across

BDL's payment systems needs to
the BDL ecosystem

address a number of challenges (e.g.,
detailing of new functions, definition of
payment systems licensing process,

Human Culture Data Availability, Technology and

Resources Framework Profile Governance and Reporting Infrastructure
BDL s HR Framework could be Assessment of the BDL cultural traits | Access to accurate and updated data | BDL should continue implementing its
improved to incentivize employees reveals room for improvement namely should become more seamless to state-of-the-art IT Systems (e.g., BBIS,
across discipline, collaboration and enable effective monitoring and FileNet)
equalit safequarding of financial stability in the
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To address the identified improvement areas, BDL has proactively
launched a full-fledged next-generation Modernization Masterplan

Modernization
Masterplan To Be
Completed Before the
End of 2014

Modernization Masterplan at BDL Ecosystem Level

Total Number of Programs = 32
Total Number of Initiatives = 99

’_____—_—__—_—_—_—_—_—_—_—_—_—_—_-

Banque Du Liban

BDL Modernization
Masterplan
encompassing
14 programs
46 initiatives

Banking Control
Commission

*‘, \Smée?nlmn
Special Investigation
Commission

BCCL Modernization
Masterplan
encompassing
10 programs
30 initiatives

SIC Modernization
Masterplan
encompassing
6 programs
13 initiatives

BDL Ecosystem >

A

Capital Market
Authority

CMA Modernization
Masterplan
encompassing
2 programs
10 initiatives

—_—_—_—__§

N\

J

Launched on March 26™, 2014

|
BCCL, SIC and CMA programs to be launched simultaneously

am - - e - e e S .

v

“Next-Generation BDL Ecosystem”
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The modernization has already borne fruit with the integration of
state-of-the art financial sector stability systems

Integrated Financial Sector Stability Systems

—————— Dependencies———— -

Systems

Stress
Testing
System

eSTR

OBI (MIS)

Integrated
Financial
Stability
Systems

BBIS (New)

S]020101d BuIUOIOY 7 UOIR[RIST

(Near) Real-time
Data Feeds

Risk Rating
System
(CAMEL
BCOM)

=141
Warning
System

Access Rights

10
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Nevertheless, the goal of this modernization goes beyond and
entails 14 comprehensive programs and 46 high-impact initiatives

BDL Modernization Masterplan

Program

Institutionalize Financial Sector Stability

ii

Enhance Organization Structure

Revamp People Processes

Solidify BDL’s Governance Structure

00

Strengthen Data Governance and Security

ii

Upgrade Systems and Infrastructure

Boost Automation and Efficiency

Q©

Manage Change and Strengthen BDL’s Culture

i

Develop BDL'’s Strategy

Solidify Market Corporate Governance

Enhance the Legal Framework

ii

Create Centers of Excellence

Integrate Central Banking Ecosystem

Manage Modernization Program

E|®

Total: 46 initiatives

Number of Initiatives
8 initiatives
5 initiatives All initiatives have
been allocated to

3 initiatives Sponsoring Vice
— Governors and

4 initiatives assigned to owners,

3 initiati with clearly defined
Inttiatives timelines

4 initiatives

6 initiatives

2 initiatives

2 initiatives

2 initiatives

1linitiative

3initiatives

1linitiative

2 initiatives

11
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The masterplan execution is led by H.E. the Governor with full
engagement from BDL’s leadership, management and employees

ILLUSTRATIVE

¢ Central Council ~

BDL Modernization Masterplan Governance

Executive Office

Dotted line stands
for sharing of

progress reports

with EO for
consolidation

Sponsoring Vice

Governor?

Sponsoring Vice
Governor?

Sponsoring Vice
Governor?!

Sponsoring Vice
Governor?

Initiative 1.1
— Owner
__Dep. A |
Initiative 1.2
— Owner

. Dep.E |

Initiative 1.8
— Owner

Dep. M

1)

Initiative 2.1
— Owner
__Dep.C |
Initiative 2.2
— Owner

.~ Dep.E |

Initiative 2.5 -
— Owner

Dep. L

Initiative 3.1
— Owner
.~ Dep.J |
Initiative 3.2
— Owner

Initiative 3.3
— Owner

Dep. A

Initiative 4.1
— Owner
. Dep.B |
Initiative 4.2
— Owner

. Dep.B__|

Initiative 4.4
— Owner

Dep. P

Initiative 11.1/Initiative 12.1| Initiative 13.1] Initiative 14.1
— Owner Dep.| —Owner |- Owner Dep.] — Owner
G Dep. B D Dep. F
Initiative 12.2 Initiative 14.2
— Owner — Owner
. Dep.E |
Initiative 12.3
— Owner
Dep. A

initiatives in the same program could have two different sponsoring vice governors)

In some cases, a program could have more than one sponsoring vice governor assigned (i.e., two

Key Roles and Responsibilities
Governor
= Champion and leader of the BDL Modernization Masterplan

Central Council

= Qversee the implementation of the overall BDL Modernization
Masterplan and ensure alignment with mandate and values;

= Reviews monthly implementation progress update reports

Vice Governors

= Qversee the implementation of a portfolio of programs or
initiatives and follow up on their progress with owners;

= Ensure effective coordination and communication between
initiative owners;

= Perform reliable management of risks, challenges and content
delivery;

= Ensure the preparation of consolidated progress reports

Departments and Units — Owners

= Implement allocated initiatives and coordinate with relevant
stakeholders;

= Report regularly on progress against initiatives to the sponsoring
Vice Governor

Executive Office
= Support the Governor in:

— Establishing and harmonizing implementation and reporting
standards and processes;

— Identifying potential cross portfolio risks and dependencies

= Generate monthly consolidated progress report for the Governor
which encompasses all the modernization initiatives at the
ecosystem level

12
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Six core modernization program management activities have been
defined to ensure proper monitoring and enable successful execution

BDL Modernization Program Management Core Activities

= Track deliverables for each initiative and

prepare frequent consolidated reports
Tracking

= Communicate messages relevant to
the modernization to all stakeholders

(e.g., workshops, focus groups,

meetings)

e S - » Formalize ownership of proposed
= Request changes to the initiative A iess Communication modernization initiatives
timeline or budget Trackln_g & Management Initiative Ownership
Change Request Form Reporting O Formalization Form

O

5

Initiative
Change Program 1 Ownership

Requests Management o
Management Formalization

Required Decision Form

Required -
Decisions Initiative
Management Planning

0 Q

= Request decisions that must be made to move the
initiative forward

= Aid in planning the initiative plans (e.g., worksteps,
deliverables, milestones, cost plans, detailed schedule)

13



Delivering on this masterplan will reinforce the ecosystem’s
effectiveness, positioning and culture

Key Benefits from the Modernization of the BDL Ecosystem

( )

» Enable BDL and its ecosystem to continue delivering
effectively on their visions and mandates in the context of
increasingly complex local, regional and international
environments

\. J

( )

» Entrench the image of an institutional framework widely
recognized by its stakeholders as continuously seeking
transparency and excellence

\. J

4 N
» Reinforce a culture centered around the appreciation of

talent and rooted in the values of equity, leadership-by-
example, teamwork and collaboration, empowerment and

investment in capabilities
. J




Thank You

Questions?
Comments?
Suggestions?

+
W www.bdl.gov.lb




