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employed and the presentation of the material in this document do not imply the expression of any
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authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.
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_1_/ This material has been prepared as a background paper for the 'Jorkshop on the
basis of information supplied hy the Deputy Manager of Tconomic Pesearch
Department, Tndustrial Pank of the United Arab Republic, !M"r. Abd-"1-Tawab
Salman. The aim is to present factual information describing the 'mited ‘rab
Republic's provisions as a basis for discussion of the suhjecis to he
conzidered by participants. The views and opirbns oxpreasel in this paper are
based on the authnr's oriecinal paper and do not necessaril; reflect the views
of the secretariat of WNINO. This document has been reproduced without

formal editing.
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ORGALISATLCN OF 1LDUSTRIAL BANK-CATRO

The purpose of the Industrial Bank in UsAeR. may be curmaric-d
ac specifice in Article 2 of its siatuvtes,is the Cevclopment ol
Feoyrtien iphastry and handling banking transactions relating toerc’ o,
(:peciully it corducts the following activities:
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a) Perticipition in the cstatlishrent and prouotion «f
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b) Suprorting “gyptian industry by providing it with its raguircavais
of raw matorials, machinory..... ete,

¢) Grantin_ loans ajainst collateral or parsonzl seauri’ ).

A) Uitealia, assistance to graduates of tecaniaeal institutes to sttt
indusirial enterprises by granting them loans against collateral or
porsonal szcurity, ‘

In all cases the industry under consideration must have all remm-
iremente of success and be in need of the reguired funds. It must «iso
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 purposess

It is divided into different divisions and sections in order tc
meet the necessary requirements to study the different siles (technical,

financial and economic),

1., Econonic Research Department N

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, requirad machinery, its

participation in fulfilling local consumption and minimising imports,

labour needed and value added to the national incoume.




The effect of the project on the national economy and degree of its
ofioct on the balance of payments.

1t concerns too of making economic surveys of the different
{pdustrics in U.AGRe, industrial planning, the role of the enterpri=-
ses requiring loans in the industry and its development, Moreover,
it danls with suggesting new methods of credit, proposals for easier
conditicns of granting credit and the credit policy of the bani.

c) Statistical section

This scction is considered as a pool of statistics concerning
industrizl bank's activities, statistics about different industries
(production,market, exnorts, teehnical co-oflicienis...), fanris
of 3ot horiils, tooris of sisilar sroductis,

»

2, Creait  Depvaripent

-

a) Lomns section

1t concerns with the investigation of applic;a‘rfions from financial
and taxing point of views, analysing the profit end loss account
and budpets during last three years, reasons of losses’or high profits,
depreciantionses. etce

b) Engineering section

It estinates the securities offered to the bank to meet credit
granted to the clients,(lends, buildings, machines end equipments, ).
In order to fix the amount of loan that can be granted to ther,

It exanires the technical organisation of the enterprise, its
efficiency, the performance of the newmachinery for which the loan
may be devanded, end its conformity with the latest designs of its
kind, |

3, Legal Department

This department deals with 21l the legal aspects of the project
and internal legal problems of the bank,
b, pccounting Departnent

It keeps the accounting records of clienis according to a special
sdopted system, preparation of Balance-sheet and sinilar financial
statements as well as managemen{; of the bank's funds.
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5. Inspection Department
It investigates the different effects of loans on barrowers,

and discuss the new arising problems and the means of solving them,
6, Information Bureau

~

It deals with all the information about the applicents, their s
soundness and reputation,

-
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APRAISING REQU.STS FOR FINAICING

The application is submitted on a special form ( four copnies)
ebiain Mle froog Hhe Loite rain ofCie: or it office At Alex.indriae
It corprises sone questions, their answers allow the bank to have an
id¢w about the project applying for credit, to enable the arnk to
estitato the potential success of the enterprise from both eccnouic
and technicul sidese The application is discussed in the guicance
secticn, ell documents about the project are requesteds One copy is
subuitted to the statistical section for statisticcel purposes, the
other three copies are submitted to the following departments:

1) lo:ns depatnent,
2) legal department,

3

Jn the first two dept,, the application is studied from financial and

3) Information bureau,

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 departnents in order
to Lo studied and their decision be given at the same time, while the
engineerirg section examines the technical organisation of ihie enter-
prise, its efficiency, the performance of existing machines, new ma-
chines, neoded,

All the rosults of this study, corcerning the applicant economic,
financial and legal conditions are to be included in a report which is
subnitted 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 undertekes, by ité own technical staff, thoroﬁgh 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, | ST '




then the decision for loan from different espects is made ,
tie natter is roferred to the legal department which undertaker the
required formalities, .

The credits extended by the Industrial Bank are used for different
rur oses according to the requirements of industrial enterprisas aw
follows: ‘

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

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

2) Medium~ternm loans for assistion already established industries
to expand or to introduce renovaticn or to face permenunt or
senl-permenant deficiericy in the resources for operation, These
loans range betveen one and ten years,

3) Short-term loans for emergency in deficient meens of financing
special operations, such as financing contrects for a period not
exeeding one year, J .

Generally the bank takes in consideration some factors for supporting

industrial enterpriscs, The rmost 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 produetion
(local, foreign) and dBher factors of production such as know-
how and skilled labour,

4) The veight of rcquestir;; unit between other coumpetitive units,

5) The possibility of solving problems facing industrial wnits
other than financial problens,

The different studies (eccnomic and financial) are based on

detalled factors and criteria for extendirg different credit facinties
to national industry,
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CORTROL OF UTILIZATION OF LENDING OPERATION

B

To corntrol the use of lending operation three processes are

adopted: .
1, Before lending -
Dotails studies made about the project before lending

(theoretical and applied studies) aiming the determination of the

project requirements are considered as a garantee for potentizal
cuccess of the project, This factor differentiate between normal
lending benks and the industrial ones, as the first kind of banks
grants their loans as long as the collateral garantee exists, bul
the decisive factors in case of the industrjal banls is the potential
suscess of the project, in other words its real needs from different
kinds of credit facilities (establishment, renovation, replacement
and current operation), In some cases applicants.reguest more
resources than their need while others ask for less than their nced,
here the job of the control to determine before lending their exact
necd, 31
2. _During lending

When the loan is approved, it is not granted dlrectly to the

applicant except in some cases , in other words, if the loan is
required for rencvation or replacemeut 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 echnéés. This kind of control is taken to ascertain spending
the loans in their proper purposeses )
3. After 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

ha ~s benefited or still have some other problewms handicap itheir

"developments.
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R;gular inspections as well as sudden ones are carried out
duriné the loan duration so as to be sure of the progressing stute
of the project and to understand the problems wiich it faces and
trying to advise remedial measures and present the necessary
recommendations to governmental authorities concerned with the

_objecfive of facilitaling its solution,
Durirg the inspecticn, tne inspector could, whenever possible,
offer technical and accouating guidance to project's leaders
trying to acquaint them with other producers to obtain some of their
requircments at better prices and suitable conditions and
opening new markets for their progucts,
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As The cyiton of Abe incductrlal ban
a) crontirg lemnn end edvenodn
B) G leteirs ol eradin
c) aircovnving 1ilio of (xchienge
¢) Timncing purchace of sono zachines wnd raw naterials
e) aciing as refer2e to custoners,
g0 the seccoanting rycten uust include @)l these eperations frcn
one side und the ruccirees of the bank {rom the other cides
The principle cources frer which the benk derives its incore are:
1) interoste on ieang (roated
2) discouut on kills purchased
3) corriccions charged for conducting different operaticnse
As the trancactions of the tunk chielly relite leo uuneys roceived
moneys pLid, roneys lent, intercst received and wllowved, digzount
end corrizsiocns corned end office estublichuent charges; the systen
of the Lunk bock-kceping natirally resolves iiself invo an cleborate
analysis oi money received and paide
The yrinciple bocks kept by banker ares
a/ daily counter receipts book |
b/ daily counter payments book
¢/ secticnal cash books .
d/ cash balance books L.) .
e/ general cash book, bill diaries
£/ securitics rogister
g/ loans ledger .
h/ Investnent ledger
i/ private ledger
i/gencral ledger

k/ sipcturae btook,
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Table L

AT

I1lustration of the Balance sheet of the Industrial Bank.

Table II

e

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

Balance Sheet at June ..eeve.s

year

at year yeal
: ; '%
Cask: in b:nk and on hand Capital(Authorized and issued; -
Investments at cost 375,000 shares of L.E. &4 each|
fully paid
| Industric] gdvonces =nd loans Reserves
secured by voarious guarantees -Statutury reserve
~short term loans -For buying hovernrental Bonds
-medium term loans ~General reserve 2
-long tern loans =For facirg highes prices of ?
fixed assets, }
-advances ~For support, ﬂ
-Loans under settelment loans and debentures: ‘
~small loans -Central bank of Egypt guaranteed;
. by governuent 3
-(Fost possed loans) ~Conme.'cial Banks
+Instalments & Interest ~Debentures issued 62/70
~Sundry debit accounts, ~Debentures issued ¢9/78
~Fixed Assets_ut costs after Provisicns:
depreciation - Provision for taxation
Land ~provision for staff indemnity
Buildings and furniture ~Provision for decrease in
investmenis values,
=Provision for doubtful debts .
~Provision for interest
difference on loans from .

J Contra Accounts,

SrBespeosh5—

LSundry Accounts

LProfit brought forward from

~Profit for the ycer

central bank of Egypt.
=Creditors ond_sundry credit
bal . |

Profiv_and loss Account,

- previous year

Contra Accounts
FEES260905

Sundry accounts,
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Table II

————

Profit and loss account of the year ended Jun@..ee

- : ;
June.. ! June.. | June;
M LQE. L.EQ | Lo}‘

, Inturest on Lloans and debenturcs:

Interest_on advances end

i

loans
interest on loans & debentures Interest on loans
General & administrative Irterest on advances
{ Reard of directors remuniration ‘ Commission receivable
Depreciations: | Interest on lcans from
pravious years
The Building » | Profit from installnent
Furniture . ' ‘ sale system.
Buildinge _ Penalty interest
Provisions: . Interest on de?bosits at
For staff indernities ; : banks
For doubtful debts . 1 Investrents'Revenues,
For taxation, Buildings' net incowe
Net Profit carriad to Balance . Miscelleaneous income
sheet » Profit on sale of assets

Interost on nationalized
debenturecs,
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