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0R0Ai.lSAri'IO;¡ QY  jl.DUSTRlAL BANK-CA7RO 

The   ¡.urj-oce of the   Industrial  Bank   in U.A.R. nay bo  curari ••< <: 

ne   HjH-cífJfc-.  in   Article-  ?.   of  its   statut*-,!:,  the itvclopcent vi 
' (j'i: K-vrtiar,   industry and  handling    banking transactions relating ti- 

i¡.pf.cit.ll?/  it conducts the   following activities: 

a) Pwticip.'.iioi. in  the  e stalli slucnt   and promotion  «f rL;i-j t j ;..u    c- 

•it],/*''-. 

b) Supporting Egyptian industry by providing  it with its  require::¡tr, 

of   raw  rmt.^ialr,, machinery    etc« 

c) Urantinj loans ajainst   collateral or  personal separi'..;. 

dì  *':;t.',iUaJ  -nsistancs to   graduates of technical  institutes to   sl.u-t 

iiriunirial enterprises by   granting them loans against collator tl or 

personal   security. 

In all cases the  industry under consideration must have all requ- 

irement-  of success and be  in need of the required funds.   It must also 

be ascertained that   loans will be spent on the industrial purposes for 

which th.-y were granted  and not  for any other purpose. 

So,   the organisation  of the  bank     is planned to fulfill its above 

mentioned purposes. 

It  is divided into different divisions and sections  in order to 

meet the necessary requirements to study the different  ailes  (technical, 

financial and economic). 

1.   EconoEJc Rosearen  Departaent 

a) Guidance  section 

In this section the projects applied for loans is discussed from 

every sides (economic,  financial and technical point of  view),  taking 

in consideration the  potential success of the enterprise  and ascertaining 

its needs from different  types of credit. 

b) Economic research section 

One of its main jubs is setting up a priority schedule for loans, 

depending on locally available raw materials, ro-yairaá machinery, its 

participation in fulfilling local consumption and minimising imports, 

labour needed and value  ailed to the national income. 
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The effect   of tho project on the national economy and degree of its 

ofiect   on   the balança of payments. 
It  concerns too of making  economic surveys of tho different 

industries   in U.A.R.,  industrial planning,  the role of the enterpri- 

se requiring loans in the industry  and its development.    Moreover, 

it deal.; with suggesting new methods of credit,  proposals for easier 

conditions   of granting credit   and the credit policy  of the bank. 

c)  Statistical section 
This  section is considered as a pool of statistics concerning 

industrial   bank's activities,   statistics about different industrier, 

(production,market, exports,   technical co-of:icients. .. ),  imports 

nf ;.,:!!    i i^orl^l.T,   i;i.)iir!c (T   ûiiiliir producty. 

gj,_Cr e d it     De part nient 

a) LOBJAS   section 
It concerns with the investigation of applications from financial 

and taxing point of views, analysing the profit and loss account 

and budgets during last three year«, reasons of losses'or high profits, 

dépréciât i ons,.. .etc. 

b) Engineering  section 
It estimates the securities offered to the bank to meet credit 

granted to  the clients. (Lands, buildings, machines and equipments.). 

In order  to fix the amount of loan that can be granted to then.. 

It exan.ir.es the technical organisation of the enterprise,  its 
efficiency, the performance of the nevmachinery for which the loan 

nay be demanded,  and its conformity with the latest designs of its 

kind. 

}. Lef-al   Department 
This department deals with all the legal aspects of the project 

and internal legal problems of the bank. 

#. Account ini; Depart nent_' 
It keeps the accounting records of clients according to a special 

adopted system, preparation of Balance-sheet and sinilar financial 

statements as well as management of the bank's funds. 
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% Inspection, Derartngpt 
It investigates the different effects of loans on bsrrowers, 

and discuss the new arising problems and the means of solving them. 

6, Information Bureau 

It deals with all the information about the applicants,  their  s 

soundness and reputation« 
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APRAISIIIG    REQUESTS FOR    FINANCING 

ol.t.-tin :M 

) 

The  application is submitted on a special form  ( four coppios) 

fmM t'.io  b.^A-'L  :.;iir. o-r/ic*  or li.; office àt  Alexandria* 

It   cor-prises some questions, their answers allow the bank to have an 

inch about the project applying for credit,  to enable the bank to 

ostinato the potential success of the  enterprise from both economic 

and technical  sides. The application is discussed in the guidance 

section,  til documents about the project are requested*  One copy is 

submitted to the statistical section for statistical purposed,   the 

other throe copies arc submitted to the following departments: 
î)  loúnr. depatir^nt, 

2) legal  department, 

3) Information bureau* 

In the first two dept,, the application is studied from financial and   ' 
legal points of view* 

The information bureau is responsible for collecting information 

about the reputation of the client, its dealings and the weight of 
his project, • 

The other three copies are sent to different depart tient s in order 

to lo studied and their decision be given at the same time, while the 

engineerirg section examines the technical organisation of the  enter- 

prise, its efficiency, the performance of existing machines, new ma- 
chinesr ne od ed. 

All the rosults of this study,  concerning the applicant economic, 

financial and  legal conditions are to be included in a report  which is 

submitted to a special committee to give the recommendation and then 

presented to the managing director or the board of directors. 

If the application concerns the establishment of a new industry 

or the participation by subscribing for a special ratio,  in its capital, 

the bank undertakes,  by it« own technical staff, thorough investigation 

of the various aspects of the projects. In certain cases,  it may seek 

the advice of experts specialised in the particular field under consi- 
deration* 
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When the decision for loan from different aspectc  is made , 

the Matter  is referred to the  legal department which  undertaker,    the 
required foraalities. 

The credits extended by the Industrial Bank  are ueed for    üiitovem 

pur.oses according to the requirements of industrial    enterprises a« 
follows: 

1) long-term loans for the purpose of establishment, renovation 

and expansion. These loans range between 10 and  20 years, 

2) Medium-term loans for assistion already established industries 

to expand or to introduco renovation or to  face  periaenant or 

semi-permenant deficiency in the resources for operation. These 
loans range between one  and ten years. 

3) Short-term loans for emergency    in deficient means of financing 

special operations, such as financing contracts for a period not 
exeeding one year. * 

Generally the bank takes in consideration some factors for supporting 
industrial    enterprises. The cost important   factors are: 

-      1) The requirement of the home market to which the requesting unit 
is affiliated. 

2) The soundness of the financial position of the firm. 

3) The availability of raw materials necessary for the production 

(local, foreign) and Other factors of production such as   know-. 
how and skilled labour. 

A) The weight of requesting unit between other competitive units. 

5) The possibility of solving problems facing industrial units 
other than financial problems. 

The different studies (economic ana financial) are based on 

detailed factors and criteria for extending different credit facilities 
to national industry. 
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COKL'ROL O? UTILIZATION OF LENDING OPERATION 

To control, the use of lending operation three processes are 

adopted: 

1» fi'iforû lendir.R 
Details studies made about the project before lending 

(theoretical and applied studies) aiminc the determination of the 

project requirements are considered as a garantee for potential 

Euccess of the project. This factor differentiate between normal 

lending: banks and the industrial ones, as the first kind of banks 

grants their loans as long as the collateral garantee exists, but 

the decisive factors in case of the industrial banks in the potential 

success of the project, in other words its real needs from different 

kinds of credit facilities (establishment, renovation, replacement 

and current operation). In sor.e cases applicants.request more 

resources than their need while others ask for less than their need, 

here the job of the control to determine before lending their exact 

need, % 

2. During lending . 
When the loan is approved, it is not granted directly to the 

applicant except in some cases , in other words, if the loan is 

required for renovation or replacement of machines, it is paid to 

the machinery suppliers, the same is valid for raw materials...etc. 

It is only granted to the applicant for paying wedges or for other 

current expences. This kind of control is taken to ascertain spending 

the loans in their proper purposes. 

?• ffter lending ^ 
The aim of control, after the loan is given,is to pursue the 

effects of the bank»s loans on the industrial enterprises, whether they 

bàft-'.s benefited or still hav« son« other problem« handicap ithtir 

developments«    . • 
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Regular inspections as well as sudden ones are carried out 

during the loan duration so as to be sure of the progroeeing fit ate 

of the project and to understand the problems wuich it faces and 

trying to advise remedial measures and present the necessary 

recommendations to governmental authorities concerned with the 

-objective of facilitating its solution. 

During the inspection, the inspector could, whenever posBiblo, 
I 
j offer technical and accounting guidance to project's leaders 

trying to acquaint theo with other producers to obtain some of their 

requirements at better prices and suitable conditions and 

opening new markets for their products« 
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sten;   it   is The liccountirr ¿y-t^ i« baocò  cu  J   uUc <-,.tc--v   ry 

deri\rd bus:cclly fror. ur.ua!  pu: :.o:.e»  M.:   tr.ju ad 1er. of iï.c  U.nk. 

As the :•-::: i'-H of lio   industrial  l-a.-:!;   ir.  cc:.:,:¡rUjÍL.   iuu.J.3;.'  ef: 

a)  t~r;-.:.< vi ¿  -C;n~ ív]   rc;y':ni c~ 
1,)  j í ;-.;.: (-   l(.i\:-rr, of   crcdi.L 

c) dif ••.•Gv;-.i.i>:t; i il ir;   of cxchrnjye 

a) íi;:i-,i:cir.£ purely -e  oí «crio machines and raw materials 

0) acting as refer 30  to customers, 

so the rjx-oantinr, ryctfn uust  includo  all the«jo opc-rationa fren 

one  aide and the r^-curecs of tho bank from the other ciào. 

Tie principio courccs frcr. which tho bank derives its income are: 

1) intert:i;tc on ¿.owis  ¡rented 

2) discount on bills  purchased 

3) cci'.Ki:_r;io»e charlea íor coiid-jctinc different  operations. 

Ae the  transactions of the b^nk    chiefly rel;.to to i:cr.cvr: received, 

noneys piad, ro&eys lent,  interest received and allowed, discount 

anrt cos situions earned and office establishment chargas; tho  cyst en 

of the bank book-keep ir, ¿- naturally resolves i'self into an elaborate 

analysis of money received and paid* 

Tho r.rincidió bocks kept by banker ares 

a/ daily counter receipts book 

b/ daily counter payments book 

c/  sectional cash books 

d/ cash balance books    ¿_ ) 

e/ general  cash book, bill diaries 

f/  securities roaster 

g/ loans ledger 

h/ Investment ledger 

i/ privato   ledger 

a/general   lodger 

k/  sij^tvro book. 

L_ 
) 
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Table I 
Illustration of the Balance sheet of the Industrial Bank. 

Table II 

Illustration of the profit and loss account of the Industrial Bank. 

\ 
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Table I 

Balance Sheet at June 
i 

ir 
at 

Cor.h   in b:<nk and on hand 

Investments at cost 

J.rdur.tric-3   advcr.ces end loans 

secured by various guarantees 

-short term loans 

-medium term loans 

-long tern lofuis 

-advances 

-Loans under settelraent 

-small  loans 

-(Tost possed loans) 

••Instalments & Interest 

-Sundry debit accounts« 

-Fixed Assets at costs after 

depreciation 

Land 

Buildings and furniture 

Centra Accounts. 

Sundry Accounts   • 

year year yeaj 

Capital (Authorized and issued i 

375iOOO shares of L.E. 4 eachj 

fully paid 

Reserves 

-Statutury reserve 

-For buying kovorncental Bonds 

-General reserve 

-For facing niches prices of 

fixed assets, 

-For support» 

Loans and debentures: 

-Central bank of Egypt guaranteed 

by government 

-Conme^cial Banks 

-Debentures issued 62/70 

-Debentures issued ¿9/78 

Provisions: 

- Provision for taxation 

-provision for staff indemnity 

-Provision for decrease in 

investments values, 

-Provision for doubtful debts 

-Provision for interest 

difference on loans froa 

central bank of Egypt, 

-Creditors and sundry credit 

Profil and loss Account» 

-Profit brought forward from 

- previous year 

-Profit for the year 

Pj°5irA_Accpiu\ts. 

Sundry accounts. 

-+ 

*.. 

i 

P 

* 
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Tabi» II 

Profit and loss account of the year ended June.... 

H 
Interest on Loans and debentures: 

j Interest on loans & debentures 

| General & administrative 

j Foard of directors remuniration 

Ì       D e pr e c iat ion si. 

i 
l 

71. c- Building 

Furniture 

Building, 

Provisions; 

For staff indemnities 

For doubtful debts 

For taxation. 

Net Profit carried to Balance 

sheet 

H 

i Interest on advances and 

LÀ 

loans,. 

Interest on loans 

Interest on advances 

Commission receivable 

Interest on loans from 

previous years 

Profit from installment 

sale system. 

Penalty interest 

Interest on deposits at 

banks 
Investments'Revenues. 

Buildings'  net incorre 

Miscellaneous income 

Profit on sale of assets 

Interest on nationalized 

debentures. 

¡Juno; 
T.  v Lim i 



• 




