The Casino du Liban was founded on October 8, 1957 in accordance with the presidential mandate (marsoum jomhouri) number 16694 issued in 1957. It was established as a gambling investment. 52.32% of CdL is owned by Intro Corp. s.a.l

In July 1995, CdL signed an agreement with the Lebanese government by which CdL invests in the gambling and entertainment for 30 years since operations started in 1996   (so till 20206, after which the government inherits the land, equipment, and premises of CdL. 

During the years of operation, the government collects revenues from CdL’s gross profits in gambling, equivalent to 30% in the first 10 years of the investment, up to 40% in the next and 50% starting 2016. ++use data from cdl website on past events and caliber.
On a macroscopic scale, the external economy in Lebanon has undoubtedly reduced the number of tourists, and thus gamblers and casino-clientele; however, this report analyzes CdL’s microscopic, critical challenges by interpreting the key internal challenges and controversies constraining the casino’s gambling revenues. It will also dig into ways to boost “Other Revenues”, which entail distinctive revenues from: Food and Beverages (F&B aka restaurants), revenue from Theater, and income from Parking fees and highlight the major, chronic losses in the F&B services.  Room for improvement is vast when it comes to adding a source of revenue to a country as highly leveraged and as in need of structural reforms, including tax reforms. With a little support from the local municipalities and largely from the government, the Casino du Liban can be a game changer on the Beirut stock exchange and 

In the context of the Euro money conference held last week at Phoenicia hotel, the current economic and financial climates centre around how to render Lebanon a leader in technology and how to develop its capital market, legally and financially, starting with BSE and infrastructure spending, the horizon looks promising.

PWC gaming has wider social and economic implications. As Singapore has demonstrated during the past two years, the profile and tourism revenues generated by casino gaming can bring major benefits to cities and entire regions. This is why governments are so keen to encourage and attract

them. The potential for tax revenues is a further attraction—and this

consideration represents one of the main drivers behind the growing willingness of national and state

governments worldwide to legalize and license online gaming operators.  
A. CdL Revenues:
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When confidence was lost in the Lebanese economy post-2011, entertainment, a discretionary consumer spending within the tourism and hospitality industry, was exposed. Casino gaming is a universal and unique source of entertainment and government revenue; yet, according to PricewaterhouseCoopers’ (PWC) Global Gaming Outlook which highlighted trends by 2015, gaming is dangerously, “exposed to changes in economic confidence and conditions”. 
In turn, investors’ and tourists’ confidence in Lebanon was shattered with the outbreak of the Syrian crisis in 2011 and an Arab travel ban in 2016. The major external factor inhibiting the Casino from generating sustainable revenue is the political uncertainty in the country and regional geopolitical tensions. The Lebanese economy had recorded a solid growth of 8% from 2007 through 2010; activity in the tourism and real estate sectors, key drivers of the Lebanese economy, had picked up. In parallel, Casino du Liban’s management was able to distribute a record high of $215 per share to its investors by 2011, as a result of revenues accumulated from the 4-year optimistic drive.  
However, in 2011, growth rates retreated to 1-2% according to the IMF and a regional, local economic deterioration loomed. In the Casino, worsening economic conditions prevented the distribution of profits to stakeholders from 2012- 2016. In addition, the ban imposed during Q1 2016 by GCC governments discouraging nationals from visiting Lebanon in fear of political instabilities further slashed total tourist arrivals. As a result, overall tourist spending was slashed, including spending on casino gaming, knowing that Lebanon is the only country in the Arab region with no cultural restrictions on gambling or on the entity’s line of high caliber services that constitute a main tourist attraction to relax, have fun, and unwind. 
Annual Number of Tourists by December
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 in Lebanon
Against this backdrop, Casino du Liban’s (CdL) profitability was hampered.  Among other players in the hospitality and tourism industry, CdL’s entertainment services generated a Net Income of $64.7M in 2010 according to the company’s financial statements. Today, the Casino generates almost 7.5times less, while it also struggles to break even on the F&B operations and Theatre services, elaborated in the next sections.
Casino du Liban’s income structure involves three sources of revenue, but management’s reliance on one source may prove unhealthy and require urgent reform. 
Sources of CdL Revenues in 2016 (in % of total gross revenues)
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Graph: Blom Invest; Data: CdL Financial Reports 2015-2016
Similar to the conventional operations of casinos in the USA and Europe, CdL’s income from Gambling is substantial. However, in the context of improving the Casino’s efficiency and contribution to national GDP, this income-structure today is questionable. CdL’s total revenues stood at $178M in 2016, revealing a contraction of 37% from 2011’s. Such returns largely fueled by Gambling, the so-called largest income contributor as per CdL’s model, are insufficient to make a decent profit and cover the substantial losses generated by the F&B as well as the Theater services. 
PROPOSITIONS here?
Casino du Liban’s key operations and secondary revenue-generators are on a downward trajectory as a result of multiple internal challenges. CdL is a historical touristic attraction, and above all, a fixed contribution to the government’s budget. The licensing agreement between CdL and the government states that this last takes a fixed 30%, 40%, and 50% of the casino’s Gambling profits in the first, second, and third decade of its operations, respectively, noting the base year is 1996. 
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Graph: Blom Invest, Data: CdL financial statements

First, the Casino has been a victim of a violated gambling “exclusivity”. The contract between Casino du Liban and the Lebanese government is based on Law 320 which licensed CdL as a gambling investment for 30 years starting from 1996, when the Casino was back into operation following the damage caused by the Lebanese civil war. The entity was also granted the right to exclusively administer gambling activities, not only in the region of Keserwan where it is located, but throughout all of Lebanon. However, the Casino today finds itself in direct competition with countless illegal, small-to-medium-sized casinos it was never equipped to fight, by law or by strategy. Since 2010, the revenue generated from Gaming (97.6% of CdL’s Gross total revenues) fell from $274.9M to $174.7M in 2016. At the same time, no action was taken to boost or improve “Other Revenues”, namely from restaurant services and theater.
The national Laws 697 and 1139 enacted by the ministry of interior in June 2012 suppressed any hopes for improving gambling revenues, as they permitted gambling in “illegal” casinos. Over the years, loose regulatory systems in Lebanon and widespread corruption dethroned Casino du Liban, stripping it from its right to monopolize the casino gaming market. This healthy monopoly would allow CdL to contribute directly to national tourism and budgets via percentages agreed upon with the government. Nonetheless, permits were granted to individuals desiring personal gambling businesses that do not have fixed financial contributions negotiated with the authorities. These Casino-imitations are spread across Lebanon, even in the proximity of the Casino du Liban. Additionally, illegitimate lenders wander around CdL, lending large sums of money to savvy gamblers who would prefer to resort to these middlemen offering unregulated rates, instead of the centralized, legal, and organized lending procedures CdL can run, had it the right to initiate an internal corporate lending “fund”. 
Second, the new Law 174 banned smoking in all public places in Sept.2012 and the Casino was not exempt from the legislation’s detrimental repercussions. The majority of the Casino’s clients are adult smokers. When the law was enforced, CdL could not even apply for “special licenses” to dilute the repercussions of the new law on its gambling clients as well as its restaurants’ customers, so it had no choice but to abide or pay the expensive penalties. Despite the nature of its agreement to work through and with the authorities and share profits from operations, CdL failed to earn the deserved national support on this matter to-date, which could have financially benefited the entity itself and the country’s budget.
The non-smoking law weighed down pretty heavy on the financial performance of the Casino despite internal restructuring. CdL’s gambling revenues continued their decline despite the managing committee’s actions to keep up with the industry’s trends and changes. Internally, the casino was striving to boost gambling revenues. It still expanded the gaming lounge, added 145 new slot machines, and by 2016, CdL offered clients access to 602 machines. Furthermore, all slot machines which accepted change were replaced with the digital, modern, international Ticket-In Ticket-Out (TITO) system.  Lastly, a new management was elected this mid-April 2017, headed by Mr. Roland XXXX, promising to lead the Casino into a new era, with a sought collaboration with the Lebanon’s festival organization committees and the ministries of finance and of interior, to regain CdL’s exclusivity and profitability. 
The F&B (restaurants) department was not breaking even for the past 6 years. In addition to the smoking law effect on the already cost-burdened Food and Beverage section of Casino du Liban, the F&B costs were magnified over the years. Total revenues of the casino were down, but the greatest burden weighing down on operations is the substantial Salaries Bill of the outlets’ operations.

Profitability (Loss) of F&B Services at CdL (in $M)
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Graph: Blom Invest; Data: CdL financial reports
2016*: Restaurant Cosst include Raw Material and Salaries. Also, Salaries figure for 2016 is estimated at $10.9M as the exact figure is unavailable in 2016 reports.
CdL’s tragic performance on Theater and shows indicate no effort whatsoever to nurture this source of revenue in the past 6 years, while Parking revenues were successfully maintained. CdL was a worldwide attraction pre-1975, renowned for hosting high-caliber, international shows such as the Miss Europe election which took place at the Casino for six consecutive years from 1960 to 1965. Such shows placed Lebanon on the touristic map. Unfortunately, post-1990, the department lost its stake in the Casino’s total profits as it became difficult and expensive for international artists to come into Lebanon, cover their own and their band’s stays, perform, and fly back. The renowned XXX , maestro of choreography and  XXXXXX See casino website. 
Casino du Liban was an international attraction for tourists, renowned for extravagant shows and unique talents. Revenues from theatre at CdL would definitely need action to revitalize the department and render it a source of revenue.
CdL's "Other Revenues": Theater and Parking
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B. CdL Costs: 
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CdL’s 2016 reports reveal an alarming trend particularly in employee salaries, restaurant costs, 
the taxes expense, as well as the General and administrative costs. These inflated accounts all 
signal an urgent and immediate call for action by the Board of Directors of Casino du Liban, in collaboration with the Lebanese government as the report explains in the next sections.
As studied in the previous section of the report, Casino du Liban’s primary revenue is generated by gambling, while its F&B and theatre activities as well as parking profits contribute much less, almost none at all to the entity’s overall operations as these departments’ activities did not break even since 2015.
Alarming trends in CdL’s financial statements urgently call to tighten the belt on the largest annual costs incurred. The Casino’s total expenses have been rising since 2010, primarily fueled by the spikes in Salaries and personnel charges, including F&B salary bills. Salaries in fact constituted 75.9% of total expenses on average from 2010-2016. In the same line of analysis, General and administrative charges grasped a share of 13.1% of the casino’s total expenses on average since 2010, while Taxes and fees to the government accounted for 4.7% of total expenses over the same period. 
Clearly, this investigation aims to highlight the mismanagement or exceptional circumstances and trends nurturing these expenses to prove there is room for improvement in the key account of salaries, as well as the general expenses, and lastly, the taxes paid to the government. Overall, CdL’s total expenses in the past 6 years climbed by 23%, to stand at $102M by end 2016. 
First, labour at the Casino is very expensive and it is weighing down on profitability. The key driver of the Casino’s inflating expenses is Salaries and Personnel (S&P), which includes: salaries and related personnel charges for gambling as well as restaurant personnel costs.  Like any other domestic organization and corporations in Lebanon, the Casino has been infiltrated with corrupt individuals and loose management since its re-opening in 1996, post- civil war. 
The Casino’s past years of operating were also marked by corruption and nepotism. More than 300 employees had lower labor productivities and/or their personal benefit bills sky-rocketed. In addition, the swelling in personal benefits bills is largely attributed to suspended payments between the Lebanese National Social Security Fund and the Casino; the former owes CdL $25.6M in the form of unsettled payments by 2016, according to CdL’s latest General board of directors’ Report. This unsettled amount forced the Casino to account for $8.31M allocation expense.
Salaries of CdL employees swelled for 3 years before an Employee reform plan was in place to tighten personnel expenses. Salaries kept increasing from 2010 till 2013 when they peaked at $93.8M in 2014, having risen substantially by 55% in 4 years. However, it is worthy to note that CdL’s Board implemented an impressive “employee reform plan” in January 2015. Through the needed reform, CdL settled in one lump sum an exceptional payment of $27.1M in the form of “Employee termination indemnities” for 133 ‘inefficient’ workers who were sacked that year. As a result, the Casino’s Board limited its losses. It prevented incurring an estimated $70M cost on those same workers whose salaries and charges are enforceable on the Casino until 2026, had their work not been interrupted. 
Second, the General and administrative (G&A) expenses at the Casino show mixed trends, but the outlook to discipline these seems optimistic for 2017. 
Attempts to discipline the incurred charges on CdL managed to contract total expenses:   

The breakdown of G&As reveals   :      
Third,   Taxes paid by the casino, are highest in terms of Municipality tax which are on an upward trajectory. 
External: competition with Cyprus and Tax exemptions – 

i. Tax Cost Structure can help here, whereby first, total Tax Expense grasps a 4% stake of total expenses. Nonetheless, what could be reformed/reconsidered is the VAT in Leb., on which the Casino collects 57% of total expenses. 

ii. And, comment on the uprising/trend in Municipal fees! The gov. should instead support CdL, by providing facilities etc.  

Conclusion and propositions: 

The international gaming standards and unique customer experience extended to gamblers kept CdL a key player in the provision of entertainment to resident or non-resident visitors and gamblers. . According to PWC, the greatest threat against casino gambling by 2015 was the threat of online gambling 

In fact, Lebanon registered 4 years of impressive economic growth at 8% per year over the period of 2007-2010 as per the IMF. However, as the Syrian Crisis hit in 2011, confidence was lost and the economy lost its momentum. Domestic political developments coupled with regional unrest adversely affected the key sectors on which the Lebanese economy relies: tourism, construction, and real estate. Against this backdrop, the performance and activity of Casino du Liban are traced and analyzed within the tourism industry, to determine the key interpretations behind the company’s profits and/or losses and to propose a unique set of ways to move forward in the future.
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Graph: Blom Invest; Data: CdL financial reports 2016


*Total Salaries & Personnel Charges*: include F&B-salaries & benefits.











