Po-AAr ~573- 58

UNCLASSIFIED
DEPARTMENT OF STATE

AGENCY FOR INTERNATIONAL DEVELOPMENT
Washington, D.C. 20523

~
ek

PROJECT PAPER

Egvpt: Development Industrial Bank II

UNCLASSIFIED



' TRANSACTION CODE
A0ENCY oom NTEMMATIONAL SEVELOPMENT _ a ADD PP
'""A. € cmance
i i It ———
> oLkt .
PROJECT PAPER FACESHEET ‘ 2. gocumen
I 3
) ZOUNTRY gNTITY , | 4. DOCUMENT REVISION NUMBER 'ﬁ
EGYPT |
$. PROJECT NuMBER 7 g,4118, 6. BUREAU. OFFICE | 7. eroJECT TiTLE ‘Maximum 40 chareciers)
—_— _— a ivMmecL 8 Co0E —_— —_
— . /
L 263-0045 _| NE (03 7| (DEVELOPMENT INDUSTRIAL BANK _J
b ESTIMATED ©v 5F BQC.EC~ SCMPLEZTION 9. ESTIMATED DATE OF O8LIGATION
, A INITIAL Fv I 7’ 8 3. QuamTEr |4 l
cv ? ’ 4 C FINAL mY , fEnter 1. 2. ) or 4)
10. ESTIMATED CJSTS 15000 OR EQUIVALENT §1 - )
T
' FIRST Fvy LIFE OF PROJEC™
A FUNDING SCURCE p—
[ 8 £x - . ToTaAL E Fx L G. TCTaL
4l0 aPPaoemiates “oraL ' 2.000 2,000 ! 2,000 2,000
cRanT i 2,000 b0 2,000 2,000, |, ; )
L AN | ' ll i h | I { ( | i . ]
. . t 1 )l
JITHEQ . | | ! |
LS g f | | I !
“OST cCuUNTRY ) ! 1,000 1 L, 0UC0 ; | 1,000 1, U00
OTWER DONORI(S, ! i | | | i
ToTaLs | 2,000 | 1,000 | 3,000 i 2,000 | 1,000 | 3,000
1! PROPCSED BLOGE™ APDRQOPRIATED FUNDS $300)
A. aPPAQ. B. PRIMARY | ®RIMARY TECH. C20E €5t ey 718 l HOIND FY K. JRO PV
Palatio PuRPOsE ! i
N Py P . | - ol ! -
CCCE 12 SRaN ] S .2aN } 5 SAaANT S, CSan i GRANT =9 AN l - GRANT M.ooLDaN
m SA 800 810 | I 2,000 i !
12) ; ; !
3 i !
14} i ; ! i f
“oraus | 2,000 | :
! . 12, IN- PTH EVAL.
NLATH By 5 SSTHFY___ | LIFE OF PROJECT < UA?,EQN SCHEDULED
A AQQROPQ'!‘.ION ; : !
"5 sRant 2 _9an | ® zAanT [ S .DAN | ~ GRaNT V. LOAN
i SA i | | 2,000
(2) ! | | MMy vy
Y { ! l ll 2 l8 19 ,
‘& |
TOTALS ] 2,000
13. QATA CHANGE INDICATOR. WERE “HANGES MADE !N THE P10 FACESHEST DATA BLOCKS 12, 13, 14, OR 18 OR IN PRP
FACESNEET DATA, 3LOCK 18Y IF YES, ATYACH CHANGED PID FACESHREET.

-~

4

NC
YES

1

2=

/Il. OR!G'NA}!NG OFFICE CLEARANCE

1S. DATE DOCUMENT
IN_ AlD’w, OR FOR

RECEIVED
AID/W DOCY-

SIGNATURE o Uy ! MENTS, DATE OF DISTRIBUTION
/z/d{f/ // //,V_/-/J
TITLE DorAld S. Browd OATE SiGNEC
Director, USAID/Cairo u§ :io vlvsl ’ um To vlv ’
0 127

AID 13230-4 1370



TABLE OF CONTENTS

Summary and Recommendations
I. Introduction
ITI. Background

A. The Industrial Sector
B. The Financial Sector

oo

HIIOOMmMMmMmo O Ww

[ M= B I -~ I =2

III. The Development Industrial Bank

Estzblishment and History
Board and Advisory Committee
Organization

Staff

Policy

Financial Management

Lending Procedures

Financial Analysis

Portfolio

Previous A.I.D. Assistance

General

Sub-lending

Operations Grant
Cormodity Import Program
Technical Assistance

Prospects and Projections

Project

Goal and Purpose

Description

Cost Estimate and Financing Plan

Implementation

Schedule

Procurement

Monitoring and Reporting
Terminal Dates
Evaluation

VIII. Recommendation Conditions and Covenants

Recommendation
Conditions Precedent to Disbursement
Covenants

OO oL

10

12

12
14

16
16
16
18
18
19

24
24
24
25

26
26
26
26
27
27

28
28
28
28



Tables Page

L. Distribution of Sub-ioans by Sub Sector 15
2, 3ub Loan Details 17
3. Projected lending Program 20
4. Revised Foreign Currency Lending Program 21
5. Foreign Exchange Resource Position 23
5. Resources vs, Projections 23
7. Jost Estimarte and Financing Plrn 25
Annexes

Uy €
5o
O W W P
r 0

O

3~

‘0

‘0

F—

b

(]

jo]

t

o

O

3

*-
o]
t
4]
"3 p

Policy S*tatement

Loan Authorization Limits

Beard and Advisory Commirttee

tilustrative Staffing

Strategy Statement

3mail 3cal= Industry Program

Current DI3 Lending Procedures

Previous World Bank Loans

Analysis of 1277 Loan Approvals

Analysis of Loans in arrears
Listing of oorrowers under Loan 263~K~035
Jerms of Reference - Training Program
Terms of Reference - Management Assistance
Sample USAID approval Memoranda.

Inicial Envirocnmentaj Examination

Logical Framework

Q'O aw
(4]

=X GO

. >0 0 =2

L3 U

O
.

(B3
}de



~4

10.

11.

12.

EGYPT - DEVELOPMENT INDUSTRIAL BANK
SUMMARY AND RECOMMENDATION

Grantee: The Government of the Arab Republic of Egypt (GOE)

Implementing Entity: The Development Industrial Bank (DIB)

Crant Amount: $2.0 million ( Two million U.S, dollars),
Purpose: to improve the institutional capability of DIB.

Project Description: To finance the foreign exchange cost of
(i) a Senior Advisor to the Chairman of DIB; (i1) a management
consulting firms; (ii1) training; and (iv) equipment and
materials for use by DIB.

Total Project Cost: $ 3.0 million (three million U.S. dollars)
of which thie evanr will finance two-thirds and DIB will
finance one-third, or LE 700,000 in local currency.

Application: The GOE's application is includeq as Annex A,

Statutory Requirements: All statutory criteria have been met.
See Annex B.
== Annex 5.

USAID Views: USAID/Cairo has recommended that thig grant be
authorized.

Environmental: The Initial Environmental Examination was a negative
determination., See Annex V.

Recommendation: that a grant of $2.0 willion be authorized to
the GOE on terms and conditions deseribed in the draft authorization
shown in Annex c.

Project Committees:

USAID/Cairo

Thomas R. Tifft, Chairman

Michael B. Briggs, Capital Development Officer
David C. Woody, Engineer

Thomas Morrison, Economist

James Phippard, Counsel

AID/Washington

Thomas A. Sterner, NE/PD
Gary Bisscn, GC/NE
Steven Singer, NE/DP
Craig Buck, NE/EI
Leonard Rosenberg, NE/PD
teven Kinsley, NE/PD

- iii -



I. INTRODUCTION

1.01 The Government of Egypt (GOE) has requested a loan of
$25.0 million and a grant of $2.0 million for the Development Ind-
ustrial Bank. The loan would be used by DIB for relending to the
Egyptian private sector and, in some circumstances, to the public
sector. The grant would be used by DIB for the improvement of its
internal operations - technical assistance, office equipment, etc.

1.02 Early in the fiscal year DIB stated that both the loan and
the grant would be required as soon as possible. During our evalua-
tion of DIB's request, it became evident that DIB did not require
the $25.0 million for re-lending immediately due to haring secured
additional funds from other sources. It was however evident that
DIB did need the $2.0 million grant now to emable it to improve its
operations, and to speed utilization of resources available from a
number of donors.

1.03 We therefore are only requesting approval of the grant
element this fiscal year. Based on our analysis it appears that

DIB will need to secure additional funds for re-lending during calen-
dar year 1979. We therefore will continue to monitor DIB's financial
coadition. When DIB's financial resources are less than its projected
needs for the succeeding twelve months lending program, we will pro-
cess an updated project paper justifying the loan. This approach

has been agreed to by the GOE and DIB.

1.04 Assistance to DIB was included in AID's FY 78 Congressional
Fresentation at $12.5 million loan and $500,000 for technical assistance.
A congressional notification was required. The GOE's request for assist-
ance is included as Annex A to this Paper. All statutory criteria have
been satisfied. The checklist is included as Annex B.



II. BACKGROUND

The Industrial Sector

2.01 The Government of Egypt in its Five-Year Plan (1978-1982)
places highest priority on the development of the industrial sector.
Almost one-third of total planned investments during this period are
for industry. Given the limited scope for growth in the agricultural
sector, it is imperative that industry assume a leading role in the
generation of increased income, employment, and foreign exchange
earnings.

2.02 Industry has become a large and important sector of the
Egyptian economy. From 1946 to 1976 industry's share of GNP in-
creased from 9 psrcent to 24 percent. Industry currently employs
about 1.6 million persons (17 percent of the civilian labor force).
Industry's share in total commodity exports has increased from 7
percent in 1954 to almost 50 percent in 1975,

2.03 Egypt's industrialization strategy over the last several
decades has enphasized production for the domestic markert primarily
through import substitution. Basic policy objectives have also
included the utilization of domestically available raw materials when-
ever posgible, and a diversification of the industrial base. These
basic policy thrusts have endured through several different types of
economic systems, ranging from free enterprise before 1950, to the
mixed system of the 1950's, to the present liberalization effort

with its "open door" policy. The present strategy places more em~
phasis on export promotion than did previous systems, but is aware
that this will entail some long=-run structural adjustments. The
current product structure of Egyptian industry shows that it is al-
ready well advanced into the import substitution phase. In 1947
industry was dominated by the production of basic consumer goods which
accounted for about 80 percent of gross value-added. By 1976 the
share of basic consumer goods had decreased to 46 percent, while inter-
mediate goods had risen to account for 45 percent and capital goods
for 9 percent.

2.04 Rather than attempting to change Egypt's basic industrial-
ization strategy, the current GOE Five-Year Plan focuses more on
decontrol and rejuvenation of existing industry in order to improve
its efficiency. Primary candidates for reform in this area (1) the
employment policy which, for example, has forced public sector firms
to hire up to six times their needs, and (2) the price control/
subsidy system which seriously affects performance and resource al-
location. The GOE has already initiated actions in these areas.



2.05 The GOE Five-Year Plan places highest priority for in-
dustrial investment on replacement and repair projects for existing
plants in order to increase capacity utilization. Second highest
priority is given to the completion of projects already underway,
while third priority is left for new projects. This set of priori-
ties is appropriate for Egypt which in the past has too often given
in to the temptation to start new projects before completing those
already begun or maintaining those already in operation.

2.06 Because of the emphasis on existing plants and projects
already begun, the public sector will necessarily continue to re-
celve a large share of total industrial investment. As a result of
the nationalizations of the early 1960's, almost all large-and medium-
scale industrial enterprises are now in the public sector, while the
private sector has been reduced to small and some medium-size es-
tablishments producing basic consumer goods. The public sector gener-
ates about two-thirds of the value added in industry and provides

half of total industrial employment.

2.07 Although the Five-Year Plan emphasizes the promotion of the
private industrial sector, investments in this sector over the next
five years both by the GOE and foreign donors will necessarily be

less than in the public sector. This is because almost three-quarters
of total output is still accounted for by the public sector. Since
GOE's highest priority for the industrial sector is for replacement
and maintenance projects in order to increase the efficiency of exist-
ing industry, the public sector will of necessity receive the majority
of investment over the next five years. The absorptive capacity of
the private industrial sector will gradually increase, but at present
it is limited because of 1itc concentration in very labor-intensive

and small-scale operations. The great majority of private establish-
ments have less than 50 employees, with the distribution weighted
heavily at the lower end, while the average public sector company
employs around 3,000 workers.

2,08 The GOE has set important roles for both the public and
private sectors in the Five-Year Plan for Industry. Through in-
creased efficiency and capacity utilization the public sector is
planned to continue the import substitution process toward greater
vertical integration and increased foreign exchange savings. Om
the other hand, the GOE is looking to the private sector to provide
the dynamism that is needed to lead the Egyptian economy into an
era of vigorous growth of output and employment.



2.09 Despite the univiting climate for private industry after
the nationalizations in the early 1960's, the private sector has
managed to hold its own and even grow, accounting for about one-
third of total value added in industry and slightly more than one-
half of total industrial employment in 1975. Textiles, food pro-
ducts, leather, wood-working and furniture, and engineering (in-
c¢luding metallic products) remain the dominant industries of private
activity and, by extension, of small-scale manufacturing., Out of
the 4,000 private establishments employing 10 or more workers, es-
tablishments ewmploying 10-50 workers account for 90 percent of the
total number and 57 percent of the total employiant of this group.

2.10 The artisanal sector (under 10 employees) continues to
occupy an importan: place within the private industrial sector with
a share of about 16% of gross value added in total manufacturing.

A 1974 survey estimated that there were approximately 113,400 arti-
sanal establishments employing around 330,000 persons or 73% of the
total private industrial sector labor force. The artisanal cector
is oriented toward production of household consumption goods. The
ranking of artisanal activities in terms of employment are garments,
woodworking and furmiture, food processing, engineering, textiles,
shoes and leather products and repair services. About three-quarters
of the artisanal establishments have fixed assets valued (in 1974)
at less than LE 100 and 977 at less than LE 1,000, which underscores
the very low capital base of the small artisanal workshop.

2.11 The major constraints to the growth of private industry and
particularly of small-scale industry include: out-of-date machinery,
deficient production and management (problems involving product design
and development, production planning, material selection, preventive
maintenance and working conditions), and marketing problems. Their
relative importance varies with the particular industrial activitcy

and size of establishment. The introduction of more sophisticated
techniques and specialized machines has created the need for skill
upgrading, while increasing shortage of skilled workers (due in part
to emigration) suggests the need for devising training schemes to
accommodate unskilled workers in private industry. The lack of ade-
quate space for expansion is also a serious problem. Timely procure-
ment of raw materials, despite recent improvements, still poses
problems. Improvement of product quality is needed in order to expand
exports. Finally, and intimately related to many of the above problems,
lack of access to institutional finance, particularly for smaller

size establishments, compounds the situation.

The Financial Sector

1. Institutions

2.12 Institutional financing for industry in Egypt is provided
almost entirely by the banking sector. Of the non-banking institutions,
only insurance companies have shown interest in providing long-term
financing, and then only to well managed large industrial projects.



The two stock exchanges, one in Cairo and one in Alexandria, have
not contributed to the mobilization of finance for more than twenty
years. The exchanges have some 43 listed securities with a total
market value of about LE 160 million of which bonds represent sixty
percent (mainly four government issues) and shares forty percent.
The annual turnover volume is about LE 10 million in Cairo and LE 4
million in Alexandriz. No new security has been listed in the last
twenty years.

2.13 The banking sector continues to be dominated by the four
public sector commercial banks--Misr Bank, Banque du Caire, National
Bank and Bank of Alexandria. The sector specialization of each of
these banks was removed in 1975 with the issuance of a new banking

law (Law 120). The '"open door" policy of recent years has led

to the establishment of a large number of new financial institutions
(joint-venture banks, foreign bank branches, offshore institutions),
most of which are only gradually initiating operations. Presently,
there are 33 local and joint-venture ??nks, 25 representative offices
and 11 finance and investment houses.=’ With the exception of DIB

and one other bank, all new financial institutions have confined them-
selves to traditional commercial banking activities., The one exception
is the Misr Iran Development Bank, a joint between two Iranian banks
and two Egyptian banks (Bank of Alexandria and Bank Misr). Its main
objective 1s to promote and finance joint-venture projects. It 1s
restricted to financing foreign exchange. It lends at medium-term

and takes equity positions.

2.' Financing of Industrial Sector

2.14 Public sector industrial investments continue to be financed
primarily from the national budget and secondary through suppliers’
credits «.J internally generated funds. The commercial banks generally
provide only working capital financing. D ' provides some long-term fi-
nancing for public sector projects but this is small in comparison to
total investments and is generally for small reconstruction and ex-
pansion projects. In the past three years, public sector companies

have relied heavily on suppliers' credits; oftentimes at an overall
higher cost to the economy.

1/ American representation included 4 branch offices (Citibank,

T American Express, Bank of America and Manufacturers Hanover);
4 joint-venture banks (local banks with Chase Manhattan, First
Chicago, Bank of America and American Express); and 2 represen-
tative offices (Chemical and Industrial National Bank of Rhode
Island).



2.15 For private sector investments, the main source of external
long-term investment funds is the DIB, for both local currency and
foreign exchange. All the commercial banks provide short-term fi-
nancing for working capital and for investment purposes. Short~-term
loans are often rolled over making them in effect disguised term
loans. Many private sector businessmen use the local resources so
obtained, or their own local resources, for purchasing foreign ex-
change in the '"parallel market" or purchasing items imported under
foreign exchange abroad to import capital or consumer goods (see
Para, 2.18). This practice appears to be on the increase since the
"own exchange" scheme allows private entrepreneurs to purchase im-
ported goods currently at a premium of only about 5 percent over the
parallel market exchange rate. The cost of the foreign exchange
resources so obtained would compare favorably with the on-lending
terms to sub-borrowers of DIB because of the relatively lower costs
on local currency loans charged by banks.

3. The Cost of Capital

2.16 Interest rates on deposits and loans in local currency for

all financial institutions are regulated by the Central Bank of

Egypt (CBE). (The current rates are shown in Annex E.) The current
rate for both short and long-term local currency loans are a minimum

of 9 percent and a maximum of 11 percent; which reflects a recent
increase of two percent on both ends of the spread. Additional charges
on loans by way of commissions and fees are also regulated and rarely
increase the annual cost by more than a percentage point. When com-
pared with the current and projected inflation rate, the lending rates
imply a negative, or at best a low, cost to horrowers. The issue of
raising interest rates for greater domestic resource mobilization and
for more efficient allocation of resources is a concept not well under-
stood in Egypt. The increase in interest rates is also opposed by

the public sector, particularly the Ministry of Industry, when financing
is for public sector companies. It is not unusual for the Ministry

to allow companies to "shop" for suppliers' credits. Successful
companies are then allowed to conclude contracts regardless of whether
it is an economic use of funds. Nevertheless, the GOE hasg agreed in
its Letter of Intent to the International Monetary Fund to further

(so far unspecified) increases in interest rates in the coming years.

2.17 Aside from suppliers' credits, interest rates on foreign
exchange loans reflect the cost of these resources; the rates are not
regulated by the CBE. Commercial banks have been making foreign ex-
change loans at an interest rate tied to London Inter-Bank Offered
Rate (LIBOR), but such loans have been few and generally short-term.
Misr Iran Development Bank (MIDB) charges an interest rate of 10.5
percent, plus a commitment fee, on its loans. The MIDB loans must be
repaid in foreign currency; only DIB has made foreign exchange loans
with repayment in local currency.



4. Foreign Exchange Rate System

2.18 Egypt has three rates for foreign exchange. Rates in two
markets are decreed by the Government, and the third rate is ne-
gotiated between individuals in a free market. These rates, and
the trade items exchanged at each rate, are as follows:

a. Official Exchange Rate (LE 0.40 = U.S. $1.00;
U.S. $1.00 = LE 2.56).

This rate is used for petroleum, raw cotton, rice,
Suez Canal transit tolls, SUMMED pipeline fees and repayment of
official debt incurred before 1977. However, in its agreements
with IMF, the GOE has committed itself to shift all remaining
transactions from the official to the parallel market in the com~
ing year,

b. Parallel Market Rate (LE 0.70 = U.S. $1.00
U.S. $1.43 = LE 1.00).

This rate, established in late 1976, was originally
intended to encourage workers remittances, tourism and some ex-
perts; on the payment side it was limited to private sector im=-
ports. Subsequently, official rate imports of goods and invisi-
bles were shifted to the parallel rate, except for the few items
listed above which are effectively outside the normal economy
(as noted, further shifts to the parallel rate will be made in
the coming vear.

c. Free (or "own") Exchange Rate

This rate is not offically recognized and it originated
with a special list of goods which Egyptians were allowed to import
based on their foreign earnings. The list has been expanded and bank
activity liberalized. It has resulted in a third market where rates
are negotiated between buyer and seller. The rate has fluctuated
within a narrow range at about five percent above the parallel market
rate.



ITI. THE DEVELOPMENT INDUSTRIAL BANK

A. Establishment and History

3.01 The Development Industrial Bank began operations in 1976 with

a full range of short and long-term financial services to finance establish-~
ment or expansion of industry. Its authorized capital of LE 10.0 million
has been fully paid in by the Government of Egypt; the Central Bank of
Egypt administers ownership rights of the Government.- This Bank is the
successor institution to previous organizations dating back to 1948,

when the Industrial Bank was established. The Industrial Bank was

owned by: Government (51%), individuals (25%), other banks and the

postal administration (24%); its shares were traded on the stock exchange.
It began operations in 1950 and was nationalized in 1961, along with
other Egyptian banks. In 1971, the Industrial Bank was absorbed by

the Bank of Alexandria, a commercial bank, into a department called
Special Services to the Private Industrial Sector, It was this depart-
ment wiiich formed the nucleus of the present Development Industrial

Bank by contributing most of its loan portfolio and many cf its staff.

In April 1976, a Temporary Committee was established to perform all
necessary actions to establish the DIB, and it was registered in the
Commercial Register of Cairo in May 1976. Also, in May 1976, the DIB

was registered with the Central Bank of Egypt as a non~commercial bank.
In June 1976, the Prime Minister signed a Presidential Decree formally
establishing the DIB, creating a Board of Directors, abolishing the
Temporary Committee and forming a Permanent Committee to undertake
administrative and management actions necessary for the Bank to begin
operations. The DIB commenced operations on August 1, 1976, Its

"Policy Statement" is attached as Annex F.

B. Board and Advisorv Committee

3.02 The DIB has a seven-man board of directors, including five
bank members, as do all public sector banks pursuant to Law No. 120

of 1975. Board members are appointed by the Minister of Economy and
Economic Cooperation on the recommendation of the Governor of the Central
Bank for an unlircited term. Internal directors include the five most
senior bank officers (chairman, vice chairman, and the three general
managers). The two external directors are: an industrial economist

and professor at the University of Alexandria and an Advisor to the
Ministry of Economy and Economic Cooperation. The Board determines the
Bank's policies, organizational structure, and operational procedures
within the framework and regulations established by the Central Bank

of Egypt. It meets once a month or more frequently if necessary. It
also approves all loans above LE 25,000 in local currency and all loans
above LE 100,000 equivalent in foreign exchange. (See Amnex G).

3.03 To strengthen the Bank, an external Advisory Committee was
established in March 1978. The Advisory Committee's six members, are well



known in government and business. The Advisory Commitee meets monthly
and its first meetiag was held in April 1978. It reviews and advises

on the investment cliwate, bank investment policy, particular investment
proposals, and bank operations. Bio briefs of the Board and the
Advisory Committee are given in Annex H.

C. Organizacion

3.04 The bank, under the Chairman and Vice Chairman, is divided

into three principal organizational units each headed by the General
Manager; (a) Long-term Lending and Follow-up, (b) Short-term Lending and
Financial Resources, and (c) Financial and Administrative Affairs.

In addition, there are severai departments which report directly to the
Chairman (legal, security, and others) and to the Vice Chairman (liquid-
ation).

3.05 DIB operates out of Cairo headquarters and two branches in
Cairo and Alexandria. The headquarters and Cairo branch are located in
the same building, which belonged to predecessor institutions. DIB plans
to expand its branch system into the Delta, the Suez Canal Zone, Upper
Egypt, .and other areas.

Functionally, the headquarters and branch operations differ. The head-
quarters not only carries out customary head office functions, including
policy direction, planning, and budgeting, but also the functions of
long~-term loan appraisal and supervision. The branches have responsibi-
lity for maintaining customer relationships and accounts, for servicing
long-term loans, and for other banking relationships including short-
term credit, letcers of credit, etec.

D Staff
3.06 DIB staff totals approximately 300 of whom about 60% are

professionals. The Bank plans to increase staff about 10% per vear,
below the rate of growth of sub-loans. Staffing of certain key depart-
ments is along with projections for 1980, are shown in Annex I.

3.07 Senior and middle management of the Bank has had substantial
experience, either with the DIB or other banks. In addition to education
and experience with DIB, four senior officers have attended World Bank
Economic Development Institute courses in development banking and in-
dustrial projects and other staff members are sent for special training
courses both in Egypt and overseas.

3.08 New employees are recruited through advertisements in newspapers
After an initial screening, the Board examines applicants not only in
their technical areas but also for their ability to present themselves



and for their English language capability. If outside assistance

is required, for example, for hiring engineers, then a consultant

assists the Board in itg examination. Because of its need for

specially qualified people, the Bank is not required to accept a
designated number of new graduates as are most investment organizations.
After joiring the Bank, newly hired persons are given a one-month orient-
ation program and selected for their initial assignments.

3.09 DIB conducty sever:l internal training programs and encourages
staff to attend outside training courses. Among the internal programs
are:a four-week credit analysis course given onco a year to staff members
of the long~term credit, short-zerm credit, end branch units of the

Bank; English language instruction, presently being given to approximately
25 persons in six-month introductory and intermediate courses; and a
one~month course in accounting for members of the Financial Department

at headquarters and the branches. External course: include two Central
Bank courses, one in bank operations of six months duration and the
other in banking (econcmic, legal, financial, etc.) problems of five
months duration. In addition the Bank sends staff +o special short
courses, such as foreign exchange control, small-scale industry,

public relations, employee pension insurance, etc., according to the
needs of particular jobs.

3.10 Pay scale for new university graduates is L.E. 300 per year,
increased to 360 after a six-menth probation period. Pay for category
B professionals (less than 11 years' service) ranges from LE 180 (high
school graduates) to LE 1,200 per year and for category A professionals
ranges from LE 720 to LE 1,680 annually. Top management salaries

range from LE 1,400 to somewhat over LE 2,000 annually. 1In addition
to salaries, all emplovees are eligible for various bonus and profit
sharing arrangements which add another 30%-357 to the stated salary
rates.

E. Policy
3.11 DIB provides a broad range of financial services to industrial

borrowers. Services, described in DIB's Strategy "tatement, attached
as Annex J, include:

a. Lending:
i) Overdraft facilitdies;
i1) Short-term loans of up to one year for working capital
needs;
iii1) Medium~-term loans of up to five years; and
iv) Long-term loans of up to 15 years.
b. Equity participations;

c. Letters of Guarantee; and

d. Documentary letters of credit.

- 10 -



3.12 Aside from an equity investment of LE .0 million in a joint
venture merchant bank, 1/ DIB has refrained from taking equity positions,
primarily because it has yet to build a solid investment base itself

and presently needs to have all its assets earning current revenues.

3.13 The main features of DIB's financial policy are:

a. DIB's maximum debt/equity ratio shall be 6:1, with debt defined
to consist of short-term and long-term debt, uncovered guarzatees and
deposits excluding compensating balances held by DIB as cash cover
agalnst loans.

b. DIB's total finmancial exposure in loans, guarantees of any
kind and equity participation in any single company shall normally be
limited to 20 percent of DIB's equity.

c. DIB will not take an equity participation in any company in
excess of 25 peicent of the company's equity, and DIB's total equity
participation in all companies shall not exceed its own equity.

d. DIB will generally limit its financing to enterprises with a
debt/equity ratio not exceeding 2:1.

3.14 DIB's primary focus is on the private sector. It does,
however, lend to public sector companies. In these instances, the pub-
lic sector borrower is required to be either a "mixed company" (owned
by both private and public shareholders) or export 20 percent of its
production to hard currency countries. DIB also is developing a special
program for the small-scale sector with assistance from the World Bank
and the Organization of Petroleum Exporting Countries Special Fund.

See Annex K for details of this program.

F. Financial Management
1. Budget
3.15 The DIB has a rolling five year financial plan. Annual budgets

are submitted to the CBE in July for the succeeding calenday year. After
revision and approval by the CBE, the budget is submitted to the People's
Assembly for final approval. Semi-annual revisions are allowed if nec-
essary.

l/ The merchant bank, Misr America International Bank, S.A.E., is
owned by Bank of America (40%), Misr Insurance (26%), DIB (25%),
First Arabian Corp. (4.5%) and Kuwait Real Estate Bank (4.5%).
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2. Controls and Audic

3.16 With the exception of a need to increase itg internal audit
staff, DIB's internal controls are acceptable and consist of the
following:

a. The Follow-up Department monitors sub-loans compliance with
long agreement terms and conditions. Thig Department consists of nine
full time professionals.

b. The Internal Inspection and Control Staff performs special
"snapshot" or quick audits of specific activities as requested by the
Chairman. This unit is presently understaffed and will be increased.
With an increase in staff, an audit program covering all DIB's
finaitcial and administrative will be developed and complemented. Both
of these improvements were recommended by AID's AAG during the recent
audit,

C. An adequate set of double checks are incorporated in daily
activities (duail signature on checks, receipt of cash double checked)
to prevent collusion.

3.17 DIB itself is audited by two independent chartered account-
ing firms appointed by the GOE Central Audit Organization. Both

AID and the World Bank have approved rights on the selection of
audit firm.

G. Lending Procedures

3.18 Glven the fact that DIB is government-owned, operates in a
country where resources are Scarace, and must comply with Procedures
enforced by its foreign lende;;borrowing from DIB 1is not easy and
only the hearty and persistent survive. Annex L illustrates the
steps that each borrower takes before obtaining a loan.

3.19 Despite these procedures, DIB has approved 1,439 loans in
the past year and one-half. AID will discuss with the Government
and DIB the elimination of some of these steps. The obvious candidate

prior to the commencement of the appraisal of his project. We are
not, however, confident that there will be much improvement in the
short-term and only limited hope for improvement in the medium-term.

H. Financial Analysis

3.20 In August 1976, at the commencement of DIB's operations, the
Bank of Alexandria (B0A) transferred to DIB: (i) assets of its
"Special Services to the Private Sector (SSPS)" department consisting

- 12 -



vl 4 i0c€al currency loan portfolio, considered sound, with a book
value of approximately LE 13.0 million, fixed assets with a book
value of LE 11,000(market value of over LE 1.0 million); and

(11) liabilities consisting of a LE 2.5 million debenture issue,
due December 1978, and current liabilities of about LE 1.7 million.

3.21 In March 1977, two World Bank loans and their related port-
folio, previously lent to BOA and administered by the SSPS department,
were transferred to DIB. Basic data on these two loans are detailed
in Annex M.

3.22 In July 1976, USAID authorized its loan of $32.0 million to
DIB, and in August 1976, the Central Bank of Egypt approved a line

of credit of LE 27.0 million to meet its local currency requirements.
The CBE funds withdrawn and outstanding are repayable on December 31,
1990. The interest rate is 4.5 percent per annum through December 31,
1980; after which it will be adjusted to the then prevailing inter-
bank bond rate. And in October 1976 DIB received a foreign exchange
loan from the African Development Bank. This loan is to be repaid
over 15 years including a three year grace period. The interest rate
is 7.5 percent per annum. DIB pays a commitment fee of one percent
per annum on the undisbursed balance.

3.23 At the close of calendar year 1977, DIB had outstanding
approximately LE 29 million in loans. Its debt to equity ratio

was 1.9:1 leaving it ample room to borrow additional funds. For

its one and one-half vears of operations it had a profit, before

taxes and provision for bad debts, of LE 1.6 million (LE 350,000 in
1976 and LE 1.3 million in 1977). Of this project DIB allocated

LE 934,000 as a provision for bad debts and LE 81,000 for staff
incentives. Its income tax was LE 490,000 leaving earnings retained
of LE 131,000. While tuis is a good performance for a new institution
it has been helped considerably by the transfer of a quality portfolio
from BOA, therefore allowing it to fully commit its equity in earning
assets; the low interest rate on the debenture issue and the CBE line
of credit; and the fact that the World Bank and the USAID loan were

at the official rate of exchange.

3.24 As stated above, DIB paid LE 490,000 in income taxes on its
1976/77 earnings. A problem with Egyptian income tax law is that

a provision for bad debts is not deductive from income for purposes
of calculating taxable income. A deduction for bad debts 1s only
allowed when the bad debt is actually written off. Given the general
reluctance of all financial institutions to actually write off bad
debts, it is possible that DIB has paid tax on income it has not, nor
will earn. For example, if interest is accrued on bad debts which is
normally the case, it increases income on which a tax is paid. In

- 13 -



the case of another development bank in a country where similar tax

laws exist, at one point eighty percent of its loans were in defauls:

but none were ever written off. Interest was accrued regularly and

the institution showed a profit, on which it paid income taxes. Annually,
it needed to borrow funds to pay the income tax since its cash income

was barely enough to cover operating costs.

3.25 In the case of DIB, if we assume that its provision for bad
debts is a real estimate of the principal and interest it will eventually
need to write off, its net income for the one and one-half years was
actually LE 752,000. On this net profit it paid income taxes of

LE 490,000, or an effective rate of 65 percent. A covenant will be
included in the Grant Agreement providing that the Government will

give serious consideration to proposing an amendment of its income

tax laws, allowing financial institutions to charge against current
taxable income, estimated losses from bad debts.,

I. DIB Portfolig“
3.26 The DIB's loan distributions show that DIB has a well di-

versifiad and broadly based portfolio. Details of 1977 approvals, by
distributions, are iacluded in Annex N and highlights are given below:

a. Size of loan: The lowest category of loan size (up to
LE 16,000) had the greatest number of loans 60%) but only 127 of
value. The highest category (over LE 500,000) had the smallest
anumber of borrowers (3%) but form the largest segment (40%) of
portfolio value.

b. Maturity spread is good: 23% of value of approvals are
short-term loans maturing within a year. Medium~term loans(1-5
years) form 137 of portfolic; long-term (5-10 years) form 38%, and
loans maturing in more than 10 years form 207 of portfolio value.

€. Asset size of borrowers: Borrowers at the low end of the
scale (less than LE 50,000) are largest in number (73%) and
represent 24% of portfolio. At the other end of the scale, the
largest borrowers (over LE 1,000,000) represented only 3% of
borrowers but had 31% of portfolio.

d. Industry Distribution: The loans are well spread through-
out industrial sub-sectors with the exception of tourism which equals
about 22 percent of the portfolio. Table 1 below shows the
distribution of loans by industrial sub~-sector.



TABLE 1
Distribution of Sub Loans bv Sub Sector

Sub Sector Percentage
Rood and Agro~Industry 14.9
Building Materials 7.0
Tourism 21.7
Engineering 16.2
Textiles 16.2
Printing 6.5
Chemicals and Plastics 8.9
Wood 0.8
Leather 5.0
Other 2.8
100.0
3.27 As of March 31, 1978 arrearages of principal and interest of

more than three months totalled LE 893,000 owed by 225 companies. Total
autstandings representad these arrearages included principal of LE
4,496,000 and interest of LE 745,000 and totalled LE 5,241,000. Three
companies which form the biggest block of outstandings (LE 3,716,000

of principal and LE 621,000 of interest) are considered strong by

DIB, and project delays have caused arrearages. One, a private textile
company, suffered from a two-year delay because imported machinery did
not meet guarantee standards and because a government export quota was
withheld; both problems are now solved. Another private sector company
encountered land title problems which are being resolved; however, the
borrower is also a strong trading company and the DIB is confident of

a solution soon. The third major borrower in arrears is a strong

public sector borrower, and DIB feels the loan is sound. Of the

217 private, medium term arrearages, one company represents che major
amount; the company is considered sound, and the loan is being reseheduled.
Other arrearages are caused by delavs in project completion, cost
overruns, and delays in construction. DIB considers all of the loans
good credit risks. A statement of arrearages of over three months is
attached as Annex 0.
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IV. PREVIOUS AID ASSISTANCE

A. General
4.01 On July 29, 1976, A.I.D. authorized a loan of $32.0 million

to the GOE for use by DIB. The GOE re-lent $31.5 million to DIB for
sub-lending by DIB and granted $500,000 for use by DIB to improve its
operations. The interest rate to DIB on the loan portion was eight
percent (8%) per annum. The loan is to be repaid to the GOE, in
Egyptian pounds, over 20 years including a three year grace period.

4,02 The loan to DIB was at the official exchangel/ which is now
an artificial rate and reflects a subsidy of approximately eighty
percent. The use of this rate was a conscious decision. At that
time, most of the transactions in Egypt were at that rate including
all transactions in the industrial sector. DIB, therefore, ueeded

to compete in the market place on equal terms. Also, it was our
desire to allow DIB the most favorable conditions possible, consistent
with prudent management, tu enable it to build a solid foundation.
Significant conditions and covenants included in the loan were:

(a) a limitation of 35 percent for public sector lending,

(b) a minimum interest rate for sub-loans of ten percent (107), and
(c) that each sub-loan have a minimum projected internal finamcial
rate of return of fifteen percent (15%). All sub loans in excess of
$250,000 required prior A.I.D. approval. Annex P 1lists all the covenants
of the first loan.

4,03 Conditions Precedent to Disbursement were not met until May
10, 1977 due to the need by A.I.D. and the World Bank to review the
new organization in its entirely including staff, capitalization,

and the initial portfolio manifesting from BOA. The first Letter of
Commitment was opened on May 11, 1977. The first sub-loan was opened
by USAID on June 29, 1977.

B. Sub-lending

4.04 As of July 31, 1978 46 sub-loans have been approved with
a total value of $21,716,376. An additional $3.0 million in sub

1/ LE 1.00 = $2.56. See paragraph 2.18
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loans are being reviewed by USAID and a further $2.0 million has
been approved by DIB's Board of Directors but not yet submitted to
USAID for approval. Table 2 below shows the pertinent facts of
the sub-loans. Annex Q lists each sub loan by sector and amount.

Table 2
Sub~-Loan Details
Number of Amount
1. Size of Loans Sub-loans UsS$
Type A $250,000 or more 16 17,219,596%
Type B Less than $250,000 30 4,496,780
Total 46 21,716,376

* USAID/Egypt approval is required om all Type A sub=~loans.

2. Sector Receiving Benefit

Private ) 44 18,468,876
Public 2 3,247,500
Total 46 21,716,376

3. Purpose of Sub-loans

Tourism 16 9,251,132
Printing 2 465,121
Engineering 2 242,312
Leather 1 600,196
Food 10 5,538,360
Textiles 7 1,352,142
Building 1 3,000,000
Chemicals 6 1,236,813
Others 1 30,300
Total 46 21,716,376

== S=|EmxEmoonss
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4,05 The composition of AID sub loans varies from DIB's total
portfolio for a variety of reasons. 1In the agro-industrial sub-
sector, U.S. technology has been well received; six of the nine pro-
Jects in this sector have been for much needed cold storage facilities.
In the tourism sub sector, the industry only recently started to

expand significantly and during this period DIB's only foreign ex-
change source was the AID loan.

4.06 An analysis of a representative sample of AID sub loans
showed that a) each one dollar of AID funds resulted in an

Investment equivalent to $1.51 from local.sources; b) of project

cost 40 percent were foreign exchange costs and 60 percent currency
costs; c) the average projectad internal financial rate of return was
17.9 percent.

C. Operations Grant

4,07 The Grant of $500,000 is being used by DIB for a training
program (about $400,000) and office equipment (about $100,000).

4,08 The training program will be in project development, appraisal
and implementation similar to that being conducted by the World
Bank's Economic Development Institute. Twenty five to thirty of
DIB's senior staff will be trained during two seasons of about eight
weeks each. The consultant to conduct the courses will be selected
from this U.S. firms who have submitted technical proposals to

DIB1Z . The contract between DIB and the selected consultant will
be in accordance with AID Handbook 11. Host Country Contracting
Selection of the Consultant will occur in September/October 1978.
Training will commence in January 1979. The terms of Reference/
Request For Proposals which describes the training program in detail
is included as Anmex R. to this paper.

D. Commodity Import Program

4,09 DIB was one of the seven Egyptian banks designated to re-
ceive $5.0 million each under the CIP program for re-lending to the
private sector. Procedures for using these funds (borrowing rates,
re-lending rates, etc.) have recently been agreed to between the
banks, the Ministry of Economy, the Central Bank and AID, therefore,
DIB has not yet described any of the CIP funds. DIB will use the

CIP funds primarily for financing working capital (e.g. raw materials)
of existing clients.

1/ Arthur D. Little, Robert R. Nathan Assoc., Harvard
International Advisory Services.

-18 -



F. Technical Assistance

4,10 Under the existing technology transfer and Manpower Development
Grant (263-0026) AID financed the services of one procurement specialist
for a total of three months, to assist DIB in the U.S. market in

general and specifically in A.I.D. procurement procedures.
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V. DIB - PROSPECTS AND PROJECTIONS

5.01 Financial projections for DIB's lending program for the

period 1978 through 1980 are shown in Table 3 below. The projec~

tions were prepared by the World Bank in January 1978. Actual re-
sults for 1977 are shown in the table for comparison.

TABLE 3
PROJECTED LENDING PROGRAM
(000)
1977 1978 1579 1980
Foreign Currency
Approvals 30,000 30,000 36,000 43,200
Commitments 9,570 16,310 21,160 28,660
Disbursements 3,860 5,862 17,252 23,058
Repayments 860 635 2,844 5,163
Local Currency
Long term
Approvals 9,836 10,000 12,000 14,400
Commitments 5,207 10,000 11,500 13,800
Disbursements 5,029 9,220 10,900 12,3880
Repayments 807 1,270 2,738 4,464
Medium term
Approvals 4,577 3,000 3,600 4,300
Commitments 4,865 3,000 3,450 4,125
Disbursements 4,153 3,171 3,405 4,057
Repayments 1,531 2,291 3.044 3,912
Short term
Approvals 10,139 7,500 9,000 10,800
Commitments 7,542 7,500 8,755 10,530
Disbursements 6,943 7,598 8,648 10, 355
Repayments 7,560 7,988 8,138 9,653



5.02 By June 30, 1978, DIB was slightly ahead of the projections
for foreign currency loans ($17 million vs. $15 million projected)
and on target for local currency loans. Based on this performance
new projeutions, for foreign currency lending, were prepared by DIB
and USATD and agreed to by the World Bank. Table 4 below shows the
revised projections.

TABLE 4
REVISED rOQREIGN CURRENCY LENDING PROGRAM
(000)
1978 1979 1980
Approvals 35,000 43,000 52,000
Commitments 21,000 31,000 35,000
Disbursements 17,000 23,000 30,000
Repayments 2,900 5,000 9,000
5.03 Meeting this projections will depend on a number of factors

both external and internal to DIB. The external factors are the rate
and speed by which the private sector develops. As described in Chap-
ter II the private sector is small but growing but is still dominated
by small industries whose capital needs are necessarily small. Foreign
private investment could play an important role over the next two years
but that will depend on a continuance of the GOE's liberalization ef-
forts (the "open door") and political stability in the Middle-East.
Sven assuming an accelerated pace in direct private foreign investments
it will not provide that great an opportunity for DIB in the short-term
since the size of DIB's loans will be governed by its capital and asset
base which will effectively limit DIB's loans to about $3.0 million per
company.

5.04 A second external factor will be the competition. As descri-
bed in paragraph 2.13, many new banks have opened and more are expected.
To date, they have not been a factor in financing the industrial sector,
but this obvliously will not continue. The banks expected to offer the
most competiticn are the joint-venture banks, since the foreign partner
provides both a source of capital and managerial expertise.

5.05 Internally DIB will need to increase its staff and the compe-
tence of thact staff. 1In the two years of its existance, DIB .as pro-
cessed over 1,700 loan applications and approved 1,439, a pace that will
be difficult to maintain. An increase in volume will require an improve-
ment in its operations and organization, and the modernization of its



physical facilitles both office and equipment. It 1s to this need
that this project 1is addressed.

5.06 During the first half of 1978, DIB secured the following
foreign exchange loans:

a. OPEC Special Fund: $8.8 million:

This is a two-step loan. The GOE repays the principal in 20
years including a five year grace period. There is no interest char-
ged o1 the loan but there is a service fee of three-fourths percent.

DIB repays the principal to the GOE over a fifteen year period in-
cluding a grace period of three years and only the service fee of three-
fourths percent. The loan is to be used for small scale industries and
to be re-lent by DIB at eight percent. The spread (difference between
borrowing and lending rate) is to be segregated and used for bad debts
resulting from the loans and technical assistance to the small scale
industry sector. (See Annex K)

b. World Bank: $40.0 million:

This is a direct loan to DIB and guaranteed by the GOE. The
terms are: repayment over a l7 year period including a grace period
of three years with interest at 7.45 percent per annum and a commit-
ment fee of three-fourths of one percent.

c. Arab Fund For Social and Economic Development: Xuwaiti Dinars
7.0 million (equivalent to $25.2 million):

This is also a direct loan to DIB guaranteed by the GOE and re-
payable over 15 years including a three year grace period with interest
at 7 percent per annum plus a commitment fee on the undisbursed balance
of one-half percent.

5.07 Resources available to DIB at July 1, 1978, for foreign exchange

lending iuclude the new loans described above plus balances of previous
loans still not committed. Table 5 below summarizes those resources.
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TABLE 5

FOREIGN EXCHANGE RESOURCE POSITION

July 1, 1978

(in millions)

USAID -~ (263-K-035) $ 9.0
USAID - CIP 5.0
CUPEC Special Fund 8.8
World Bank 40.0
Arab Fund 25.2
$88.0
5.08 Table 6 below compares DIB foreign exchang: resources with
its projected foreign currency lending program:
TABLE 6
RESOURCES VS PROJECTIONS
(in millions)
Projected Lending:
1978 (July/Dec) $18.0
1979 +43.0
Sub-total 61.0
Resources available -88.0
Available for 1980 27.0
Projected lending 1980 -52.0
Short-fall 1980 $25.0
5.09 Our conclusion is that it is premature to provide addition-

al funds for relending to DiB at this time. Based on the projections
a second loan could be considered in late 1979. It is also our con-
clusion that DIB will need substantial technical assistance in order
to effectively and efficiently utilize the resources available to it.



VI. THE PRCJECT

A. Goal and Purpnose

6.01 The purpose of the project is to improve the institutional capability
of DIB in providiag financing to Egypt's industrial sector. The project
goal is to increase the output and improve the efficiency of Egypt's
industrial sector - primarily through private investment.

B. Project Description

6.02 The DIB is a relatively new entity. It began operations in 1976
and has since processec over 1,700 loan applications totaling some

335 million. While the DIB's track record has been good, its performance
will have to show continued improvement if it is to play a significant
rfuture role in assisting the growth of the private sector. It must
process more applications more quickly and without sacrificing, (and
hopefully improving) loan quality.

Presently there are institutional constraints to continued expansion
and improvement to DIB operations that cannot be overceome with internal
resources. The first of these constraints is the organizational structure
of the DIB which, we believe, can be streamlined by provision of ménagement
assistance. The second constraint is that bank staff do not, generally
speaking, have adequate training or experience to effectively appraise
projects. Appraisals now require too much time and are often incomplete.

A training program in prcject appraisal will be provided under the FY

197 project. This FY 1978 project will attempt to broaden staff experience
by providing on-the-job programs in other development tznking organizations.
The third constraint is simply the lack of modern harware. The DIB does
much of its accounting manually and the few calculators at the Bank are,

in most cases, the personal property of employees. The project will provide
variety of alculating and accounting equipment which should result in
greater erficiency.

6.03 Management assistance will consist of (i) the services of one Tull-
time Senior Advisor tc DIB's Chairman who will provide advice and guidance
on all bank matters including policy, Strategy, organization, and pro-
cedures; and (ii) the services of a management consulting firm %o review,
recommend and implement organizational and operational improvements, manage-
ment information systems, personnel systems and internal control procedures.



The draft Terms of Reference (TOR) for beoth elements are in-
cluded as A.nex S. Subsequent to the drafting of the TOR, it was
decided %o recruit the Senior Advisor first. After employment, the
Senior Advisor would then be able to review/amend the TOR prior to its
issuance.

6.04 Training will continue the effo: ts started under the FY 76
project. It will provide a source of funds to send selected bank
employees to the U.S. and other development finance Companies for on-
the-job experience in organizations more advanced than DIB. We will
also rinance the short-term services of individuals to provide assig-
tance to DIB primarily in financial and procurement administration.

6.05 Eauigment will consist of a new mini-computer and related soft —~
wvare, 2lectronic calculators, two vehicleg, teaching aids and library

material.

C. Cost Estimate and Financing Plan

6.06 Table 7 beiow provides the estimated project costs and the sources
of financing.

TABLE 7

COST ESTIMATE AND FINANCING PLAN

(000)

Application FX Lc
Senior Advisor $ 200 3 50
Management Consulting Firm 900 200
Short Term Consultants 100 25
Training 100 25
Zquipment 500 700
Contingency 200 100

$2,000 $1,000

Scurces
AID Grant $2,000 -
DIB - $1,000

32,000 '$1,000
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VII IMPLEMENTATION

A. Schedule

7.01  The advertisement for the Senior Advisor was placed in
the Commerce Business Daily and selected U.S. newspaper on
August 2, 1978 with a closing date of September 5, 1978.
Selection and negotiation of a contract is expected to take
three months. The Senior Advisor should commence his
assignment in January 1979,

7.02  Prequalification and short-listing of qualified management
consulting firms will be conducted during November and December
1978, concurrent with the employment procedures for the Senior
Advisor. The terms of Reference should be issued to the pre~
qualified firms in mid-January 1979. Selection of a firm should
be completed by May 1, 1979. The firm should commence its

review in June 1979.

7.03  Training will be conducted over a two year period
commencing in January 1979. The short-term consultants will
also be employed during this same period.

7.04  The vehicles and electronic calculators will be purchased
in November and Tecember of 1978. The decision on the detailed
specifications of the mini computes will be deferred until the
initial review by the management consulting firm. It therefore
1s not expected to be purchased until late 1979. Additions to
the library will be acquired in early 1979, based on the
recommendations of the firm conducting the courses in project
evaluation (see para. 4.09).

B. Procurement
~==Zcorement

7.05  All procurement will be in accordance with Handbook 11 -
Host Country Contracting. Source and origin for the A.I.D.
funds will be the U.S. except for per diem and possibly air
fares for those being trained at Development Finance companies
outside the U.S.

C. Monitoring and Reporting

7.06  Special reports will be added to those required under the
existing project for the Senior Management Advisor and the
Management Consulting Firm. Brief reports will be required
monthly and full reports quarterly.

7.07 Monitoring of this project, as with the existing project,
will be handled by USAID staff with shrot-term assistance from



AID/W as necessary. Approval procedures for sub-loans requirz
a review by a permanent project committee and approval by the
USAID Director based on an Action Memorandum. Examples of
such decuments are included as Annex U to the Paper.

D. Terminal Dates

7.08 The Terminal Date for meeting Conditions Precedent will

be 30 days from the signing of the Grant Agreement. The Terminal
Date for opening Letters of Commitment will be June 30, 1980.

The Project Assistance Completion Date will be February 28, 1981.

E. Evaluation

7.09 Baseline data has been developed for DIB's performance
through June 30, 1978 (quality of evaluation, volume of trans-
action, etc) therefore evaluation will consider what improve-
ments have been effected through this grant. The first evaluation
will take place in October 1979 and annualy thereafter. The
evaluation team will consist of a USAID employee, an AID/W
employee, and an individual from the World Bank.



VIII. RECOMMENDATION, CONDITIONS

AND COVENANTS

A. Recommendation

8.01 Subject to the conditions and covenants listed below, we
recommend that A.I.D. authorize a grant of $2.0 million to the
Government of Egypt for use by DIB to improve its internal opera-
tiomns.

B. Conditions Precedent to Disbursement

8.02 Prior to any disbursement or commitment under the grant,
the GOE shall be required to furnish to A.I.D.:

a. A statement of the names of the persons authorized
to represent the GOE and DIB and a specimen signa-
ture of each.

b. Evidence that the GOE has passed on the grant to DIB.

8.03 Prior to the disbhursement of funds for the Senior Advisor
and the management consulting firm, DIB will be required to have a
contract, acceptable to A.I.D. with, for the Senior Advisor, an in-
dividual acceptable to A.I.D. and, for the management consulting firm,
a firm acceptable to A.I.D.

C. Covenants

8.04 The covenants contained in the existing project loan are
acceptable and in force. The only additional covenant will be that
required to correct the income tax anomaly as dascribed in para-
graph 3.24,

a. Additional Covenant:
The Grantee will give serious consideration to pro-
posing an amendment of its income tax laws, allowing

financial institutions to charge estimated losses
from bad debts against current taxable income.
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_ ANNEX A
INVESTMENT AND FREF IONES AUTHORITY

Telex : 348 GAFEC UN

: 2233 INVST UN

Cablo : INVESTAZON ACTION TO _ IC })51) XN BESTAVAILABLE

0. LUl L e 4 C

P.O. Box 1007 CAIRO ACTION TAKeK _on%"é,—_'g//l" OPy
Office of the Depury Chairman NAN INITIALS

N
: ]
Mr. Donald S. 2rowz, - T 4. )
Director - . 1741 .

UsS. Ageacy for Insernational Develooment
5y Lating America Street

Garden Ciiy

CAIRC

. o _ Cairo 71 July, 1978
Dear ir. Brown,

The Develooment Industrial 2ank has benafited from AID Loan Ho,
263=K=C35 in the amount of 3 32 million. The Bark has arproved use of

#0st- of these funds for specific sub-loans.

The Bank's demand fop 2ew loans for industrial project continues
to grow; particularly for orojects in the pPrivate sector. We hope that AID
will be able tc continue to suppori the Bark.

We request that you consider exiending new financial assistance
to the Governmenti of the Arab Zepublic of Zzypt for the Industrial 3ank
as follows:=

(1) A loan of ¢ 25.0 million for use by the 3ank in makins sub-

loans ard; - .

Y (2) A srant of $ 2.0 millien for use by the Zank <o improve iis
. own operations'including services o7 consultants and advisors
and equipment, - :

Thank gou for your .cooperation.

Sinceraly yours,

51'\.'2}-'[&—5
GAMAL z1-YazeER
Deputy Chairman
. For Invastmens Authority
3::3_;___;;—¢ .- L In Charge of American Aids to Zzyp:
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0 ANNEX B
dart 1

) TTYAFE 180 NG, TXFFACTIVE NATT Facd we, .
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5C(2) - ™30JECT CHECK.'ST

.‘Li'ste'd below are, #irss, statutory critaria applicaoniz generaity to prajects with FAA funds, and
.then project criterfa applicable to individual fund sources: Development Assistance (with a sube
_ Gategory for criteria appl‘:aate amly in tagns’ mnd Security Suoporting Assistance funds.

CROSS REFERENCES: IS coumTay CHECXLIST UP 70 DATS? INENTIFY. HAS STANDARD ITEM CHECKLIST BEEN.
It S LA © RELISWER 703 TNIZ ORpgTe Yes. :

ﬁ. GENERAL CRITERIA FOR PROJECT.
: ’l.. - Aop.. Unnumbered; FAA Sec. 3552(b)

(a) Describe how Committees on Appropria- (a) Project was described in FYl§78”

- tlons of Senate and House have been gr . C .
will be notified concerning the project; ongressional Presentation.

" (b) 1s assistance within (Operational (b) Planned obligation is within the
Year Budget) country ¢ internatignal level of funds appropriated for Egypt
orcanization allocation reported to for FY1978.

Congress—( re than $1 million
_ over that figure pius TO%)+—— —_—
2, FAA Sec. 611(a)(1). Prior to obligation (a) Yes.
‘ in excess of 3100,000, will there be (a) (B) Yeas.

engineering, financtal, and gther plans
nacessary to carry out the assistance anrd
(b) a reasonably Firm astimate of the
cost ta the U,S. of the assistance?

3. FM See, 611{a)(2). If further legis- .
-lative action 1s required within recip‘any . NO further ‘legiglative action is
cauntry, what is basis for reasonable required to implement the project.
expectation that such action will be
completed in @z <o zermit arderly
accomplishment of purpose of the assis-
. tance?

4. FAA Sec. S11(bj; %on. Ses. 0%, 17 fae Not applicable.
water or water-reiaved land resgurce oy .
construction, has prnject met the stap-
dards and criter’a ag gper Manorandum o
the President da“ed Sep, 3. 1673
(replaces Memorarcum of Mav 2, 1332;
see Fed, Regicler, Vol 28. No, 174, Pa=:,

111, Sept. 0. e P R T S

5. FAA Sec. 611(e). - If project is capita. Yeg.
B assistance (e.g,, coastructien), ang a°°

U.S. assistance “7= ‘% wil; aucesd

$1 million, has Mission Director cercivied |

the country’s capability effectively _to

.maintain and utilize the oroject?
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Cemd, .

8,

10.

8.

'sQ executed?
- whether assistance will encourage

.- FAA Sec. 209, 619. Is praoject susceptible
- aF execution 15 part of regianal or multi-

lageral project? If so why is project not
Information and conclusion

reqional development programs. !f
assistance is for newly independent

.. country,. is it furnished through multi-
“lateral organizations or plans to the
* raxigum. extent appropriate?<.

© FAA Sec. 601(a); (and Sec. 201(f) for
evelopment loans). Information an

“efforts of the country to:

concliusions whether project will encourage
(a) increase
the flow of international trade; (b) fos-
ter privace initfacive and competitian;
{c) encaurage development and use of
cooperatives, credit unions, and savings
and loan associations; (d) discourage
monopalistic practices; (e) imprave
technical efficiency of industry, agri-
culture and commerce; and (f) strengthen
free 1apbor unions.

.___________________~ _
FAA Sec. 6C1(b). Informatian and con-
clusion on now project will encourage
U.S. private trade and investment abroad
and ancourage private U,S. participation
in foreign assistance programs {including
use of private trade channals and the

services of U.5. private enterprise).

FAA Sec. 612(b); Sec. 636(h). Describe
steps taken to assure that, to the
maximun extent possible, tha country is
contributing local currencies to meet

the cast of contractual and other -
services, and foreign currencies aowned

by the U.S. are utilized to meet the cost
of contractual and other services.

FAA Sec. 612{d). Doms the U.S. own excess

roreign currency and, if so, what arrange-
ments have been made far i{ts release?

FUNDING CRITERIA FOR PROJECT

1.

Develooment Assistance Proiect Critaria

a. FAA Sec. 102(c); Sec. 111: Sec. 281a.
EXTENt tO wnich activity will (a] effec-
tively involve the poar in deveiopment,
by extending access to economy at loca!l
level, increasing labaor-intensive pro-
duction, spreading investment nut from
cities to small towns and =:=ai -zvaas;
and (b) help develop cooperatives,
especially by tecnnical assistanca, to
assist rural and urban poo- to Jelc
themselves toward better *:7a. ap¢ pt-er.
wise encourage democratic private and
lacal governmental insti“uytions?

Project 1s-not susceptable to exe-
cution as regional or multi-lateral
progran.

The project: (a) assists industries
which export; (b) directs 807 of
funds for private sector industries;
(c), (d), (e) encourages growth of
all financial institutions, finances
modern management and new industry;
(f) provides industrial employment
which unions may earoll.

"The funds are for the financing of

U.S. source and ofigin equipment,
materials and services, competitive
procurement procedures will be
utilized.

The agreement with the GOE will so
so provide and commit such funds.

Yes. Release and utilization of funds
if needed within scope of related local
currency project.

Development Assistance not applicatle.
in Egypt.




Part |

BEST AVAILABLE COPY

ve 0A
February 15, 1978

X

AlD HANOSOOK 3, App 5C,

b. FAA Sec. 103, 1037, '34, 105, 106,
107. Is assistance being made availa a
[Include only applicable paragraph --
#.9.,4, b, etc, -~ which corresponds tec
-sgurce of funds used. If more than ong
fund source is used for project, include
rglevant paragraph for each fund source,]

{13 [103] for agriculture, rural develop-
. ment or nutrition; if so, extant to

¢ U.which activity {s specifically

% . designed to increase productixity
“uvand incame of rural poor: [103A]

=~ 1f for agricultural research, is

27" full account taken of needs of small

: sfarmers; . . - o

LT -

:1(2)‘[104] for population planning or

o+ healths if sa, axtent to which

. - Activity extends low-cost, integrated

.:delivery systems to provide health

..and tdmily planning services,
especially o rural ereas and poor;

*{3)-[1Q5] for educat‘on, public admin-

< istratiemom—iwman_resources

’ development; {f so, extent to which
Activity strengthens nonformal
education, makes formal education
more relevant, espesiallv for rupre?
families and urtan poor, or
strengthens managemen® capability
of institutions 2nabling tia poor 72
participate ir develspment;

.
(]

(4) (106] for technicni assistance,
energy, resear:h. -sconsiruction,
and selected development problems;
if 50, extent ac4ivity is:

(a) technical cooperation and dave’op-
ment, especially with U,S. private
and voluntary, or regional and in“are
national deveiopment, organizations;

(b) to help alleviate energy problem;

(c} research into, and avaluation .,
economic development processes and
techniques;

(d) reconstruction after natural or
manmade -disaster;

(e) for special development problem,
and to enable proper utilization o7
earlier U.S.. infrastructure, etc:,
assistance; :

(f)s for programs of urban development,
especially small labor-intensive
enterprises, marketing systems, and
financial or other 1astitutions tu
help urban poor participate in
economic anc sozial develogment,

%(2)-3 |
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Bl
T (5) (107] by grants for coordinated
. 1 private effort ta develop 1nd

. disseminate intermediate techio'sgiss
_ appropriate. for developing countries.,

¢. FM Sec. 110(a): Sec. 298(s). I “hs BEST AVAILAELE COPY
recipient country willing to contribute
funds ta the project, and in what manner
. has or will it provide assurances that ‘%
- will provide at least 25% of the costs of
- the program, project, or activity with °*
. respect. to which the assistance is to be
: furnisned (or has the latter cost-sharing
.requirement been waived for-a “rela:ively
(least,-developed“ country}? .

,d FAA Sec. 110(b). Will g#nt capital
-assistance pe dispursed for.project over

- more than 3 years? If so, has justifi-
-cation satisfactory to Cangress been made,
\cnf efforts for other financing?

8. FAA Sac. 207; Sec. 113, Extent to - .
vnicﬁ assisum3 appropriate :
emphasis on; (1) encouraging topment —_ _.
.of democratic, economic, potitical, and .
“social institutions; (2) self-help in
qeeting the country's food needs; (3)
jmproving availab111ty of trained worker-
power in the country; (4) orograms

designed to ~2et the counry’'s nealth

needs; (5) other important areas of
ecanomic, political, and sacial davelop-
ment, including industry; “ree lahor

unions, cooperatives, and VYoluntary®
Agencies; transportation and communica-
tion; planning and public administration;
urban development, and modernizatiaon of
existing laws; or (6) tasagreting wome:

into the recipient country's national
econemy .,

f. FAA Sec. 281(b). Oescribe extent ¢a
which program recognizes the particular
needs, desires, and capaci: é¢4 of the
paople of the cauntry; u4iiizas thd ¢«
country's intellectual resources to
encourage institutional development;

and supports civic education and trainsng
{n skills required “or effectiva partici-
pation in governmental and political
processes essentfal to self-government,
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< ¢hof-payments position,

Ttk
¢

..9. FAA Sec. 201(b)(2)-(4) and -{8); 5e=.
_201(e); Sec. 2V1{a)(1)={3) and -(8). Ooes
“~the  activity give reasonacle promise of
contributing fo the development: of
- &conomic resaurcas, or t0 the increase of
.productive capacities and self-sustain’ng
gconemic growth; or of educational or
-~ aother institutions directad toward socia: -
 pragress? Is it related to and ¢onsis-
. tent with other develapment activities,
“and will- it coateibulae to realizable
“-19Rg-range abjectives? And.does projest
paper pros ide information and conclusizn
-on an activity's economic and technical
-...soundness?

37 h." FAA Sec. 201(b)(6); Sec. 211(a)(5). (8).
- zyjnformation and conclusion on possiole

2, gffects of the assistance on U.S. economy,
:;7:With special reference to areas of sube-
stantial labor surplus, and extent to
which U.S. commadities and assistance
s are furni ~+ ner_consistent w-th
" Improving or safeguarding the U,S.~balances

2/ ~Development Assistance Project Criteria’

'é;SLcans qn]xg -

"a, TFAA Sec. 201(b)(1). Information

. and-conclusion on availability of financ-
"' {ng from other free-world sources,
‘jﬂclud1ng private sources within U.S.

“h.. FAA-Sec. 201(b)(2); 201(d). Infore
s«:mation and conclusion on- (1) capacity of
: ‘the'country to repay the loan, including
reasonableness of r-epayment prospects,

~ and (2) reasonableness and legality

-~ (under laws of countrv and U.S,) of
lending and relending terms of the lozn.

c. FAM Sec. 201(e). If loan is not

‘- made pursuant to a multilateral plzn,
and the amount of the lozn exceeds
$10Q,000, has country submitted to AID
an application for such funds together

" with assurances to indiczt tha: Suncs

- will be used in an economic.ilv and
~ technically.'sound manner?

1

"d. FAA Sec. 201(f). Daes nrofacs nrses
describe how project will promate the
country's econamic developnent takine
into account the country's human and
material resources raquirements and
relatianship between ultimate objectives
of the project and overall aconomic
develapment?

Development Assistance not
applicable in Egypt.
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e@. FAA Sec. 202(a). Total amount of

. money under loan anich is going directly

. to private enterprise, is going to

intermediate creaft institutions or

* Qther borrowers for use by private

enterprise, is heing used to finance
imports from private sources, or is
otherwise peing used to finance procure-
ments from private sources?

P

f. FAA Sec. 620(d). If assistance is
for any productive enterprise which will

- compete in the U.S. with U.S. enterprisa,

" is there an agreement by the recipient

country to prevent export to the U.S. of

- more than 20% of the enterprise's annual

" production during the life of the loan?

Project Criteria Solely for Security
Supparting Assistance

FAA Sec. 531, How will this assistance
suppart promote economic or palitical
stability? '

Additional Criterta for Alliance for —- - -

Proaress
sl TS

[Note:  Alliance for Progress projects
should add the following two items to a
project. checklist.]

a., FAA Sec. 251(b)(1), -{8). Does
assistance take 1nto account principles
af the Act of Bogota and the Charter of
Punta del Este; and to what extent will
the activity contribute to the economic
or political integration of-tatin
America?

b. FAA Sec. 251(b)(8); 251(h). For
loans, has thaere been taken into. account
the affort made by recipient nation to

repatriate capital invested in other

ccuntries by their own citizens? s

- loan consistent with the- findings and

recommendations of the Inter-American
Committee for the Alliance for Progress
(now "CEPCIES," the Permanent Executive
Committee of the QAS) fn its annual

review of national development activities?

The project will support industrial
production and modernization of
industry.

" Not applicable.




ANNEX

DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON, 0. C. 20523

ASSISTANT
ADMINISTRATOR

PROJECT AUTHORIZATION
AND REQUEST FOR ALLOTMENT OF FUNDS

PART II
Name of Country: Arab Republic Name of Project: Development
of Egypt Industrial Banx

Number of Project: 263-0045

Pursuant to Part II,Chapter 4, Section 532 of the Foreign
Assistance Act of 1961, as amended, I hereby authorize a Grant to the
Arab Republic 2f Egypt (the "Cooperating Country") of not to exceed Two
MI11ion United States Dollars ($2,000,000} (the "Authorized Amount") to
help in financing certain foreign exchange costs of goods and services
required for the project as described in the following paragraph.

The project consists of assistance to the Government of the Arab
Republic of Egypt to improve the institutional capability of the Develop-
ment Industrial Bank (DIB) in providing financing to Egypt's private
industrial sector. The Authorized Amount will be used to fund management
assistance, training and equipment and materials needed by DIB. The
entire amount of the A.I.D. financing herein authorized for the Project
will be obligated when the Project Agreement is executed.

I hereby authorize the initiation of negotiation and execution of
the Project Agreement by the officer to whom such authority has been
. delegated in accordance with A.I.D. regulations and Delegations of Authority
subject to the following essential terms and covenants and major conditions
as A.I.D. may deem appropriate:

a. Source, Origin and Nationality of Goods and Services

Goods and services financed by A.I.D. under the Project shall
have their source, origin and nationality in the United States except as
A.I.D. may otherwise agree in writing.

b. Condition Precedent to First Disbursement

Prior to the first disbursement under the Grant, or to the
issuance by A.I.D. of documentation pursuant to which disbursement will be
made, the Grantee will, except as the Parties may otherwise agree in writing,
furnish A.I.D. in form and substance satisfactory to A.I.D.:



-2 -

(1) A statement of the names of the persons holding
or acting in the offices of the Grantee specified
in the Grant Agreement, and of any additional re-
presentatives, together with a specimen signature
of each person specified in such statement.

(2) Evidence that the Grantee has passed on the Grant
to the DIB.

¢. Covenant

The Grant Agreement will contain A.I.D. Standard Covenants.
In addition, the following covenant will be included:

(1) The Grantee will give serious consideration
to proposing an amendment of its income tax _
laws, allowing financial institutions to charge
estimated losses from bad debts against current
taxable income.

oh C7 Hheeler
for Near East
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2’7 UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT

CAIRY EGhPT

CERTIFICATION PURSUANT TO
SECTION 611(e) OF THE
FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED

I, Donald S. Brown, the Principal Officer for the Agency for
International Development in Egypt, having taken into account,
among other things, the maintenance and utilization of projects
in Egypt previocusly financed or assisted by the United States
and technical assistance and training planned under this
project, do hereby certify that in my judgment Egypt has both
the financial capability and human resources capability
effectively to maintain and utilize the technical and capital
assistance to be provided to the Development Industrial Bank.

;

p,
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e, K st
y 1
e, s //
’ e
W gy . ] fo & e

z ol
Donald S. Browm
Director

/

. 5 ) v -
—- /. /4- o Moo
g/;:a,\-:.u.".b-—g - /g’ /b
Date /
!




Annex E

EGYPT: DEVELOPMENT INDUSTRIAL BANK

Interest Rate Structure

(Main Deposit and Lending Rates
Effective Since June 17, 1978)

Devosits with commercial banks

1. Demand deposits
2. Time and notice deposits
- 15 days notice (minimum
amount LE 10,000)
30 to 90 days fixed
90 to 360 days fixed
360 days and more
1 to 23 years
- 2 years or more
3. Savings deposits (maximum
amount LE 10,000)

Percentage

0 %

~N O\O\\n £
PY

O O O

S B B Bt -t G

\n
o
kS

Devosits with other financial Institutions

1. Postal Savings Bank
2. Investment certificates
- Tor a period of 10 years
~ if continued another 10 years

Lending Rates for Local Currency

Maximum rate

Minimum rate

Minimum Rate for Cotton Financing
Maximum Penalty Rate

Fw -

Discount Rate at Central Bank

Transactions in Foreign Currencies

5.0%

7.0%
7.0%

11.0%
9.0%
8.5%
1.0%

8.0%

(At going international rates)
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ANNEX F

EGYPT - DEVELOPMENT INDUSTRIAL BANK

POLICY STATEMENT

OBJECTIVES

I'

II.

III.

Iv.

The principal objective of the Development Industrial Bank
(DIB) is the pPromotion of industrial and related activities
in Egypt through financial assistance for the establishment
of new productive enterprises and for the modernization,
expansion and improvement of existing ones. Productive
private and cooperative enterprises, including artisans and
small scale industries are mainly eligible for this
assistance. Financial assistance may be extended to public
industrial enterprises on a selective basis.

DIB will also promote contacts between Egyptian and Foreign
investors and assist in the setting up of joint venture
Projects under provisions of Law 43/1974, with a view to
introducing modern technology the Egyptian economy.

DIB will play an active role in mobilizing foreign as well
as domestic financial resources to achieve its principal
objectives. It will, in particular, contribute to domestic
savings mobilization by Promoting the development of the
capital market in Egypt through underwriting of new share
and bond issues and sale of its equity investments in
profitable enterprises.

DIB will make available to Egyptian enterprises its know-
how on economic, financial, technical and organizational
matters. It will encourage appropriate persons to become
entrepreneurs and will assist artisans and small workshop
owners to expand and develop their activities.

OPERATIONAL POLICIES

In order to achieve its objectives, DIB intends to adhere to
the following policies:

1.

2,

Financing will be made available for projects which will
contribute to the economic growth of the country,

Financing of investment projects will be made available
only after a thorough appraisal of all relevant factors
and will be based on the following investment criteria:

s
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(a) Particular attention will be given to projects aiming at
increasing the rate of industrial capacity utilization
modernizing existing industry, contributing to the proc-~
essing of local recources, and generating or saving
foreign exchange.

(b) An investment project, whather a new creation or an
expansion, should have an adequate internal financial rate
of return; the soundness of the borrowing enterprisa and
its ability to service debt will also be taken into
consideration.

(c) Projects to be financed should have an adequate economic
rate of return; in particular, projects contribu:ing
toward the creation of employment and to income distri-
bution in the country would be favored.

(d) In financing industrial projects DIB will endeaveor to
spread its resources among different regions and indusirial
sub-sectors with due regard to economic development objectives
and priorities set by the Government.

DIB's financing may be in the form of loans, participations in
equity and guarantees. DIB will generally limit its financing
to enterprises with a debt/equity ratio not exceeding 2:1.
This limit may be exceeded for hire-purchase operations, where
up to 80% of the project cos: may be financed, and for SSI

DIB will provide funds in local and foreign currencies according

(b) Medium-term loans with a duration of up to five years.
(c) Long-term loans up to 10 years and exceptionally up to 15

Activities (a) and (e) will be intended generally as support

3.
projects depending on their merit.l/
4,
to the suitability of each project in the form of:
(a) Working capital facilities.
years.
(d) Equity participation.
(e) Letters of Uadertaking.
activities to items (b), (¢) and (d).
1/

SSI are defined by DIB as enterprises whose fixed assets
excluding land and building do not exceed LE 150,000 (around
$215,000). '
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Taking into consideration the guidelines set up by the Central
Bank of Egypt relating to interest rates and comrissions, DIB
shall endeavor to obtain a satisfactory spread between the
average cost of its borrowings and its lending rates in order
to achieve a reasonable profitability,

DIB will obtain adequate security on its loans and require its
clients to keep adequate records by using sound accounting
procedures. It will abtain rights of information and inspection
and, 1in the event of faulty management, of intervention in the
enterprises it finances.

DIB will seek to sell 1its equity participations to the general
public at the earliest moment practicable.

The operations of DIB will not be limited exclusively to the
granting of financial assistance. It will also advise its
clients, when necessary, on the solution of ‘their technical
and financial problems, and assist to their investments.

DIB's part.:ipation in the equity of an enterprise will always
be a mincrity holding. 1Its intention is not to manage the
enterprise in which it participates, though it may seek the
right of representation on the Board of the enterprise.

FINANCTAL POLICIES

1.

DIB, whenever deemed necessary to increase its financial re-
sources, may borrow funds locally or abroad through bond issues
or by entering into loan agreements. It may also accept
deposits but generally from its borrowing clients only, since
it does not intend to compete with commercial banks in this
respect.

DIB will follow a prudent borrowing policy. Total debt shall
not exceed six times the amount of DIB's unimpaired paid-in
capital and reserves with total debt defined as including short-
term and long-term debts, uncovered contingent liabilities
(excluding undisbursed loan and equity commitments) and deposits
other than compensating balances held by DIB, against certain
loans.

DIB will endeavor to match the duration of its assets with that
of its liabilities, thereby safeguarding ity liquidity,
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DIB's financial exposure in loans, various guarantees and

equity participation (all on a commitment basis), in any single
enterprise, shall normally be limited to 20% of DIB's unimpaired
paid-irn capital and reserves. TIts participation in the equity
of an enterprise shall normally not exceed 257 of the enter-
prise's equity, and total equity investments of DIB shall not
excead 1ts unimpaired paid-in capital and reserves.

DIB shall protect itgelf against exchange risks arising out of
its operations involving foreign exchange,

Subject to such regulations as are in force, DIB will make
adequate provisions against possible losses and accumulate
sufficient reserves to enlarge its equity and protect 1itself
agalnst risk.

PROPOSED ORGANIZATION OF THE INDUSTRTAL BANK

Procedure

(1)

(11)

(111)

DIB will endeavor to have an efficient and balanced internal
organization and staff which should be adequate to undertake
the necessary appraisal of investment proposals, to agsist its
clients in the formulation and conduct of their projects and
to follow up closely the operations of the enterprises it
finances, in order thereby to safeguard its own investment and
prctect the interest of outside investors.

Appropriate reports covering the progress of DIB's activities
and financial position will be prepared periodically for
management review and submission to its Board of Directors.

Branches

DIB will start its operations with its head office and two
branches, one at 110 Galaa Street in Cairo (which is also the
head office address) and the other at Horreya Street in
Alexandria. More branches, if appropriate, may be opened in
the future.

AUDIT

The annual audit of DIB's accounts will be made by qualified and
independent auditors who shall be Public Chartered Accountants
and appointed by the Board of Directors.
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DEVELOPMENT INJUSTRIAL BANK

Loan Authorization Limits

A. Local Currency Loans

Over LE 250,000 Board of Directors

LE 200,000 to LE 250,000 Chairman

LE 100,000 to LE 200,000 Vice-Chairman

LE 75,000 to LE 100,000 General Managers for Credit
Facilities and Term Lending

LE 50,000 to L& 75,000 Deputy General Managers for °
Credit Facilities and Term
Lending

LE 30,000 to LE 50,000 Managers for General Depart-

ment for Credit Facilities,
Term Lending, and Investment

Up to LE 30,000 Manager of Galaa Branch (Cairo)
Up to LE 10,000 Manager of Horreya Branch
(Alexandria)

B. Foreign Currency Loans

Over LE 100,000 Board of Directors

Up to LE 100,000 Chairman
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EGYPT: DEVELOPMENT INDUSTRIAL BANK

BIOBRIEFS OF BOARD OF DIRECTORS & ADVISORY COMMITTEE

A. BOARD OF DIRECTORS

CHAIRMAN -~ Abdel H.A.Kabodan, 52

Chairman of the Board of DIB and Member of the Board of Directors of
the Central Bank of Egypt since establishment of DIB. Previously, was
with Bank of Alexandria as General Manager of term lending (1972-1976)
and, before that, held a variety of other managerial positions with
that Bank. From 1948-1959, was a lawyer and head of the Legal Depart-
ment of Barclays Bank, Cairo. He has participated in other activities
including Egypt's General Organization for Banks (1963~1964) and inter-
national banking confereuces. Educated at Alexandria University
Bachelor of Law and Economics) and Polytechnic Institute, Prague (Dip-
lome of High Studies in Banking and Economics); attended several special
training courses includ ing two at the World Bank's EDI.

MEMBER - Monir H. Shenouda, 59

Vice Chairman of DIB and a banker for 42 years. Joined DIB as General
Manager for Long Term Lending when the Bank was established and served
with its predecessor, SSPIS Department of the Bank of Alexandria in a
variety of positions since 1973, Previously, with the Bank of Alexan-
dria as Manager of the main branch in Cairo and held other positions
including Chief Accountant. From 1936-1957, with Barclays Bank where
he rose from clerk to Branch Manager; when the Bank was nationalized
and collapsed into the Bank of Alexandria. Educated at Ein-Shams Uni-
versity, Cairo (Bachelor of Commerce) and two major commercial banking
institutes; attended many special training courses including one at the
World Bank's EDI.

MEMBER - Abdel S.A.ElHakei, 55

General Manager of Finance and Administration since DIB's establishment.
Previously with Bank of Alexandria as Manager of Accounts and Financial
Affairs and other positions for 19 years. From 1946-1957, was with
Barclays Bank DCO, Cairo, as head of the Accounts Department and other
jobs. Also, lecturer at the Central Bank's Institute of Accounting,
Educated at Cairo University (Bachelor of Commerce); attended several
special training courses.

MEMBER - Abdel R, Omar, 52

General Manager for Short-term Lending and Financial Resources; joined
DIB in early 1978. Previously with the Central Bank and other banking



institutions for 30 years, including assignments of six months to
Lybia's Ministry of Economy and of three years to Egypt's Arab and
Foreign Investment Authority. Also, member of Egyptian delegation for
negotiation of trade and economic cooperation agreements. Educated

at Cairo University (Bachelor of Commerce); attended several special
training courses including an IMF Institute course in 1970.

MEMBER - Mahmoud Lotfi

Advisor to the General Authority for Arab and Foreign Investments &
Free Zones.

MEMBER - Mohammed Agamia
Professor of Economics at University of Alexandria.
MEMBER - Vacant

B. ADVISORY COMMITTEE

l. Dr. Eng. Mahmoud A. Hassan, former Minister of Industry;

2. Dr. Eng. Abd El F.Naguib, Consulting Engineer and formerly
Professor of Engineering and Chairman of the General Organi-
zation for the Metallurgic Industry;

3. Eng. Hassan A. El Fatah, businessman and formerly Chairman of
General Organization For Industry;

4., Mr. Hamed Habib, Chairman of the Federation of Industry;

5. Eng. Naiem Mahfouz, businessman owning Egyptian consulting
engineering firm and also several companies in Germany, Arab
countries, and Egypt; and

6. Abd E1 G. Farag, formerly Vice Chairman of DIB.
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DIB STAFFING PATTERN

Long-term Lending Dept:
Loan Officers
Engineers

Follow-up Dept.

Investment Prom. Dept.

Economic Affairs Dept.

Financial Resources Dept.

Credit Facilities Dept.

Branch Credit Facilities:

Cairo

Alexandria

Others

1978

18

12

11

ANNEX I

OB |

10

13



Annex J

EGYPT: DEVELOPMENT INDUSTRIAL BANK
STATEMENT OF STRATEGY

A. OBJECTIVES AND TARGETS:

1.

The prinicpal objective of DIB is the promotion of industrial
and related activities in Egypt through financial assistance
for the establishment of new productive enterprises and for
the modernization, expansion and improvement of existing ones.
Productive private and co-operative enterprises, including
artisans and small scale industries are not only eligible

for this assistance but also predominantly cared for.

Special emphasis is made on small scale enterprises and
projects benefitting the poor population in wrban and rural
area (Poverty alleviation Program) with a view to employment
creation. For this purpose, small scale enterprises are
defined as enterprises with total assets, excluding land
and building, not exceeding LE 150,000 (Say one hundred and
fifty thousand Egyptian Pounds) at the time of loan appli-
cation to DIB. Projects which either use goods and services
(inputs) produced .by the poor population or projects which
produce goods and services (outputs) consumed by the poor
pepulation would qualify for PAP lending. Also projects
whose fixed investment cost/Jjob excluding land and building
is less than or equal to LE 3000 (Say three thousand
Egyptian Pounds) would qualify for PAP lending.

DIB intends to promote Small Scale Enterprises and PAP
lending and to this end it is targetted that at least 20
or 25 percent of DIB's total lending over 1977-1979 would
be for this purpese.

Financial assistance may also be extended to publie
industrial enterprises on a selective basis. Loans thereto
will not be st the expense of fulfilling private sector
demand which has priority. Public sector projects should,
however, satisfy one or both of the following criteria in
order to be eligible for lending:
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a. Sponsors are mixed companies (owned by both private
and public sectors) unless newly formed Joint ventures
under Investment Laws 43/19TL or 32/1977 when they are
considered private concerns.

b. New projects where at least 20 percent of the output
will be exported to convertible currency countries; in
the case of projects involving replacement, modernization
of machinery or expansion, at least 20 percent of the
entire production of the unit should be exported to
convertible currency countries. Exceptions can be made
in case the output is given special priority by the
Government policy for local consumpticn such as the
present case with Foodstuff and Building materials,

c. Public Sector projects which satisfy PAP criteria
would be eligible to DIB lending.

DIB also promotes contacts among Egyptian and Foreign
investors and assists in the setting up of joint venture
projects under provisions of Investment Law 43/197L4 since
amended by Law 32/197T, with a view to introducing modern
technology to the Egyptian economy.

DIB plays an active role in mobilizing foreign as well as
domestic financial resources to achieve its orincipal
objectives. It will, in particular, contribute to domestic
savings mobilization by promoting the development of the
capital market in Egypt through underwriting of new share
and bond issues and sale of its equity investments in
profitable enterprises.

DIB makes available to Egyptian enterprises its know-how

on economic, Tinancial, technical and organizational matiers.
It encourages appropriate persons to become entrepreneurs
and assists artisans and small workshop owners to expand

and develop their activities.

OPERATIONAL POLICIES

In order to achieve its objectives, DIB adheres tc the following
policies:

1,

Financing is made available for projects which centribute
to the economic growth of the country.
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Financing of investment projects is made availsble only
after a thorough appraisal of all relevant factors and
based on the following investment criteria:

2. Particular attentiorn is given to projects aiming at
increasing the rate of industrial capacity utilizetion,
zmodernizing existing industry, contributing to the
processing of local resources, and generating or saving
foreign exchange,

b. An investment broject, whether new creation or an
expansion, should have an adequate internal financlal
rate of return: the soundness of tle borrowing
entrepreneur and his ability to service debt will be
taken into consideration.

¢. Projects to be financed should have an adequate
economic rate of return: in particular, projects
contributing toward the creation of employment and to
inerease distribution in the country would be favoured,

d. In financing industrial projects, DIB endeavours to
spread its resources among different regions and
industrial sub-sectors with due regard to economic
development objectives and priorities set by the
Government.

The following priorities are at present taken into
consideration for financing of industrial projects:

(1) Foodstuff and agro industries

(2) Building materials

(3) Tourism

(4) Engineering and Metallurgical

(5) Textile industries

(6) Cloth Printing, Dying and Preparatiocn
(7) Printing

(8) Chemicals and Plastics
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(9) Wood

(10) Leather

(11) Medical Equipment

(12) Construction Contracting Business
DIB's financing may be in the form of loans and partici-
pations in equity. Normally the enterprises whose projects
are rinanced should have a debt/equity ratio not exceeding
2:1. For nire purchase loans up to 80% of the oroject
cost may be financed even if debt/equity ratio exceeds 2:1.
Also for S.S.I. (defined as enterprises with total assets,
excluding land and building, not exceeding LEZ 150,000 at
the time of loan application to DIB) the 2:1 debt/equity

ratio may be exceeded depending on the individual merits
of the project.

DIB will provide funds in Local and Foreigzn Currencies
eccording to the suitability of each project in the form of:

a. Working capital rfacilities. N
b. Short~term Loans not exceeding oue year agains::

(1) pledge of raw materials and goods

(2) cession of contracts for supply to Govermment and
Public Sector Bodies

(3) benefits ceded in documentary letters of credit
for export of manufactured goods etec.

¢. Medium-term Loans with a duration of up to five years.

d. Long-term Loans up to 10 years and exceptionally to
15 years.

e. BEquity participation.
f. Letters of Guarantee (unconditional undertakings)

g. Documentary Letters of Credit.
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Activities (a), (b), (f£) and (g) are intended generally
as support activities to items (c), (d) and (e).

5. Taking into consideration the guidelines set up by the
Central Bank of Egypt relating to interest rates and
commissions, DIB endeavours to obtain a satisfactory spread
between the average cost of its borrowings and its lending
rates in order to achieve a reasonable profitability.

6. DIB usually obtains adequate security on its loans and
requires its customers to keep adequate records by using
sound accounting procedures. It acquires right of
inspection and, in the event of faulty management, of
intervention in the enterprises it finances.

T. DIB will seek to sell its equity participations to the
general public at the earliest moment practicable.

8. The operations of DIB will not be limited exclusively to
the granting of financial assistance. It will also advise
its clients, when necessary, in the solution of their
technical and firancial problems, and assist them in
obtaining required government approvals and incentives in
relation to their investments.

9. DIB's participations in the equity of an enterprise will
elways be a minority holding. Its intention is not to
manage the enterprise in which it participates, though it
may seek the right of representation on the Board of the
enterprise.

FINANCIAL POLICLES

1. DIB, whenever deemed necessary to increase its financial
resources, may borrow funds locally or abroad through bond
issues or by entering into loan agreements. It also accepts
deposits but generally from its borrowing clients only, or
in forms or durations not commontly employed by commercial
banks since it does not intend to compete with « )mmercial
banks in this respect,

2. DIB's maximum debt/equity ratio shall be 6:1, with debt
defined to consist of Short-term and Long~term debts
(excluding undisbursed commitments), uncovered contingent
liabilities and devosits (excluding compensating balances
held as cash cover against loans).
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3. DIB will endeavour to match the duration of its assets with
the duration of itg liabilities, thereby safeguarding its
liquidity.

L, Normelly DIB's total financial exposure in loans, guarantees
of any kind end equity participation (all on a commi tment
basis) in any single company shall normally be limited to
20% of DIB's equity. Otherwise it calls for DIB's board
special approval.

5. DIB will not take an equity participation in any company in
excess of 25% of the company's equity, and DIB's total
equity participations shall not exceed its own =quity.

6. DIB will protect itself against foreign exchange risks
arising out of its operations involving foreign exchange
by passing over such risks to its clients.

T. Subject to such regulations as are in force, DIB will make
adequate provisions against possible losses and accumlate
sufficient reserves to enlarge its equity and protect itself
against risk.

D. PROPOSED ORGANIZATION OF DIB

l. Staffing and Organization

a. DIB endeavours to have an efficient and balanced
internal organization and staff which should be adequate
to undertake the necessary appraisal of investment
proposals, to assist its clients in the formulation
and conduct of their projects and to follow up closely
the operations of the enterprises it finances, in order
thereby to safeguard its own investment and protect the
interest of outside investors.

b. Although the increase in DIB's activity reaches some
20% annually, the staff number will be increased by a
maximum of 10%. ZEarly in 1978, DIB plans to amend
the staff number in some departments as follows:

Long-term Lending 14 members ) ,
+ 6 Engineers

Credit Department 7 members )
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Follow-up Dept. 8 members

Galaa Branch {Credit) 10 members

Horreya 4 members + 1 Engineer

Training

Apart from sending members of our Staff to other
Development Industrial Banks, DTIR is planning to arrange
a course for 24 to 30 members for a period of 8 weeks.
Members will be freed from their daily duties to attend
and study. Lecturers are being chosen from U.S. and
Egyptian Universities and Institutions. Financing will
be covered from USAID grant. The course is expected

to take place during 1978.

A Project appraisal advisor will also be engaged by DIB
for 6/12 months to help upgrading the standard and to
train our staff to make good reports.,

Appropriate reports covering the progress of DIB's
activities and financial position will be prepared
periodically for management review and submissior to
its Board of Directors. A financial officer will be
seconded to DIB for a period of one/two years to build
up a sound management information system,

Salary Structure has been reviewed oy Central Bank of
Egypt thus allowing for further incentives, more yearly
ellowances and abolishment of grades with higher top
ceilings. The new Staff Regulations were put in force
as from January 1978.

DIB started its operations with its head office and +is
branches, one at 110 Galaa Ltreet in Cairo (which is
also the head office address) and the other at Horreya

' Street in Alexandria. To expand activities outside

Cairo and Alexandria and to promote industriess in
different areas. it is tlarnned to have one branch in the
near future in the Canal Zone, probably in Suez or Port
Said, and another one in Mehalla Al Kobra, an important
industrial center in the Delta. At a later date, one

or two more branches will be opened in Upper Egypt.
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E. AUDIT

The annual audit of DIB's accounts will be made by
qualified and independent auditors who shall be Public
Chartered Accountants and appointed by the Board of Directors.



ANNEX K

SMALL SCALE INDUSTRIAL PROGRAM

The Development Industrial Bank is to receive assistance from
the IBRD and the OSF (OPEC Special Fund) which will be used in a
coordinated program to help Egyptian industries. The IBRD will
loan $40 million to DIB and the OSF has already signed an $8.75
million loan with the GOE which will be re-lent to the DIB ip-
terest free. The two loans are in support of a project which
will:

a. provide a part of DIB's foreign exchange requirements for
industrial (manufacturing and processing, agro-industry,
tourism and related service activities)financing;

b. assist DIB in strengthening its development banking func-
tion and related organization and procedures; and

c. finance a program of technical as: -~nce to small-scale
industries (defined as assets excluding land and buildings
of less than $215,000 or LE 150,000).

The two loans, excluding $500,000 of the OSF funds, will be
used to fill roughly 60% of the DIE'g foreign exchange requirements
for industrial financing over two years. The sub-projects to be
financed will be primarily private sector. The OSF loan will be
used only for the smaller of the small-scale industries, those
whose total assets, excluding land and buildings, do not exceed
$143,000 (LE 100,000) with at least half the amount directed to
those whose assets do not exceed U.S. $28,000 (LE 20,000). These
loans will be at 8% p.a., a rate set low to provide an incentive
for small-scale industry development. In addition, 10% of the IBRD
loan, or $4 million, will be used by the DIB for relending to small-
scale industry. These amounts are considered sufficient to cover
the DIB's lending in foreign exchange to the described target group
during the two years.

The IBRD/OSF project also includes financing for a technical
assistance pilot project designed to assist small-scale industry de-~
velopment, including the artisan sector.

The objectives of this effort are to:
a. raise productivity by improving manufacturing processes and

extension of assistance to solve problem areas in production,
engineering and management.



b. increase the quantum of skills available to small-
scale industry by accelerated training and skill up-
grading; and

¢. vemedy deficiencies in the commercial aspects of manage-
me:nt.

Implementation will be carried out by the Engineering and
Industrial Design and Development Center (EIDDC) and by the
Productivity and Vocatiocnal Training Department (PVT) of the
Ministry of Industry. The program will be focused on Cairo and
Alexandria where a majority of the small-scale industries are
loacted. Local costs estimated at US $280,000 (LE 200,000) will
be provided out of a special fund at DIB created from accrued in-
terest on the OSF-financed sub-loans. (The fund will also cover
bad debts on small-scale industry sub~-loans). The IBRD loan
will finance the projected foreign exchange requirements of
U.S $200,000. These will be used for machinery and supplies for
training programs (U.S. $80,000), 24 man-months of technical ser-
vices from three advisors (U.S. $110,000) and fellowships and
study tours (U.S. $10,000).

The IBRD/OSF project already has been instrumental during the
planning stages in focusing DIB attention on the merits of small-
scale industry promotion. As a result, the DIB has set a target
of 207%-25% of its total lending to small-scale industries. The
inputs of the IBRD/OSF project will satisfy the near-term needs
of the DIB for fulfilling this target. It will also begin the
development of the agencies that can cater to the technical and
training requirements of small-scale industries.
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CURRENT DIB LENDING PROCEEDURES

1. Borrower discusses his proposal with DIB's Long-term Lending
Department Officer who outlines customary terms, project eligibility,
bank policy, and is given an application form.

2. Borrowzr obtains approval of its proforma invoices for supply

of equipment. This approval is given either by the Investment Author-
ity (for Law 43 companies) or GOFI (for other companies). GOFI acts
through "Decision Committees" which review a minimum of three bids or
proposals for each equipment item.

3. GOFI informs DIB of its approval of proformas and also of its
concurrence in DIB financing of the proposed project.

4. DIB's Long~term Lending Department undertakes its appraisal.

The Engineering Section receives copies of the proforma invoices and
visits the project site together with the Loan Officer. The Informa-
tion Section makes a credit checking of other banks and companies,
learns the Borrower's reputation, and checks whether there has been a
previous DIB relationship. After this information is gathered, the
Loan Officer works with an Engineer to complete the appraisal. If an
outside consultant is needed for specialized techniques, he is ob-
tained from the Bank's list of over thirty such consultants. The
Loan Officer then prepares the marketing, economic, and financial
analyses. The completed appraisal is then approved according to the
schedule of lending limits (See Annex T for Bank lending limits).
Thereafter, approval is sought from AID or the World Bank, as appro-
priate, or others if needed.

5. DIB then informs the Borrower of the approval, and the Legal De-
partment draws up the necessary Loan Agreement, Mortgage, and other
documents. The legal process is lengthy and normally takes three to
four months to complete. When the Loan Agreement is signed, the custo-
mer's loan account is domiciled at either the Cairo or Alexandria
branch.

5. DIB informs the Import Agent that the Loan Agreement is signed and
that the Import License should be obtained, based on the approval from
GOFI (step 2 above). After issuance of the Import License, DIB's Fi-
nancial Resources Department opens the Letter of Credit.

7. When the goods arrive in Egypt, the Borrower and a DIB represen-
tative obtain release from customs, the Borrower takes the equipment
to the plant site, and DIB's Legal Department prepares the final mort-

gage.



8. After goods are delivered, the Follow-up Department visits

the Borrower to confirm that goods are as ordered and are properly
installed and operating. In the case of foreign exchange loans,
the Follow-up Department reviews the original appraisal and reports
any differences, particularly in regard to time and cost estimates.
Thereafter, each project is visited seml-annually.



Amounts:

Purpose:

Dates of Agreements:

Dates of Effectiveness:

Closing Dates:

Amounts Committed:

Amounts Disbursed:

Number of Sub-Projects:

Individual Free Limits:

Ageoregate Free Limits:

Relending Rates:
(Government to BOA/DIB)

Onlending Rates:
(To Sub-Borrowers)

Exchange Risk Borne By:

WORLD BANK LOANS

Credit 412-UAR

$15,000,000

ANNEX M

Credit 576-EGT

$25,000,000

To finance BNA's foreign exchange
requirements for its development
finance operations through mid-1977
and institution-building.

June 29, 1973
November 29, 1973

March 31, 1979

$15,000,000

$13,300,000
53

$ 100,000

$ 4,000,000

7%

9.5%

Government

July 30, 1975
February 19, 1976
October 31, 1979
$25,000,000
$14,200,000

86
$ 250,000
$ 8,000,000

8%
10% (by BoA)
11% (by DIB)

Sub-Borrowers
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Development Industrial Bank Sahudt
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Statement of Loans in Arrears Over Three Months

EGYPT: DEVELOPMENT INDUSTRIAL BANK

Local Currency Loans

Short-term Loans
Medium & Long-term Loans
Sub-total Local Currency Loans

Foreign Currency Loans

Medium & Long-~term Loans

Sub-total Loans

Less: Provisions

Net Portfolio

(As of March 31, 1978, in LE 000s)

Total Loan Portfolio

Amt.
5,458
16,248

:1,906

10,603

32,509

(1,060)

31,449

Arrears Portfolio Affected
No. Principal Interest Principal
-0~ -0- -0- -0~
219 525 36 1,877
525 36 1,877
7 3 329 2,619
226 528 365 4,496

0 XIANNV
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LGYPT: DEVELOPMENT INDUSTRIAL BANK

AID SUB-LOANS APPROVED

Foodstuffs and Agroindustries

E1-Abd Commany for Feed & Refrigeration $
United Retrigeration Co.

Mehalla Cooling Co.

Misr Company for Distillation of Oils
Mahmoud Habib Cooling

El-Hanafi Cold Storage

Dolce Ice Cream Co.

Kishk Refrigeration

Egyptian Poultry Co.

Egyptian Co. for Refrigeration

Groppi Co.

Building Materials

O W3 v W

Soe. Generale Pour Les Produits de Ceramique

Tourism

Atoun Tourism

Kanzy Hotel

Helio Park Hotel

Green Pyramid Hotel
Misr Travel Co.
Semiramis Travel Co.

El Manaar Tourist Hotel
Lotus & Merryland Hotel
Atoun Hotel

Fxhnaton Tourist Co.
Delta Touristic Hotel
Cairo Tower Hotel

Uncle Sam Hotel

Engineering and Metallurgical

Force Batteries
Mechanical Lathing Co.
Amoon Engineering Workshops

165,345
250,000
67,940
128,215
38,800
372,523
1,357,252
1,182,500
1,500,000
35h,OOO

70,000 ,

3,000,000

30,000
2k6,000
150,000
250,000
2kL7,500
59,132
250,000
200,000
1,494,000
2,049,257

915,750
1,700,000

759,493

41,700
31,416

210,896

5,486,575

3,000,000

8,351,132

28k ,012
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Textile Industries

Hosni Eid & Co. $
Aswed Bros.

El-Said Factory for Tricot

Pierre Bedikian & Co.

Cairo Clothing and Hosiery Co.

Cloth Printing , Dying and Preparation

Z1 Gharbiya Industrial Co.
Abu Simbel Dying & Finishing

Printing

Cairc Envelope Manufacturing
Ahmed Ashour Printing

Chemicals & Plastics

Port Said Factory for Plastics
Berzi Bros. Plastics
Mitco

Wood

Leather

Medical Equipment

Dr. Ahmed Hetta

Total

220,000
155,580
26,730
51,222

668,000

187,110
2,07k

238,796
226,325

235,967
196,557

600,196
~O=

0=

30,300

1,121,532

k31,184

465,121

1,032,720

30,300
$20,202,576



BEST AVAILABLE COpy :

TRAINING PROGRAM’
N
PRCJECT APPRAISAL

SRAFT
SCOPE OF WORK
AND
LNSTRUCTIONS FOP P2F2ARATION AND SUBMISSION
OF TECHNICAL PROPOSALS

The Arab Republic of Egypt, acting through the Development
Industriel Bank (Bank), plans to contract with a qualified U.S.
management consulting firm or university for professional services
to conduct a training progrem in Project appraisal and implementaticn
for tre Cevelovment Industrial Bank, Cairo, Arab Republic of Egzypt.

1. CENTRAL

A. The 'Mraninine Provewn

The purpose of this training trogram is to improve the
quality or project appreisal and implementaticn performed by
the Bank. The 3cope of Work will include presentation of
& training orogrem consisting of lectures and wvorkshops in .
project appraisel and implementation, development of & gimilaer
course to be carried oul by the Bank, writing ar & procedure
manual , upgrading of +the Benk's library, and recommending
eppropriate academic courses at U.S. Univrersities for Banlb
employees., The Scope o Work is defined more fully in
Section IT bvelow.

The Bank presently has no rformal training programs
in project analysis although senior officsrs and other staf?
have attended verious seminars and courses in Tgyprt and
abroad. The Bank's reference Lidbrary has approximately 850

"velumes in the fields of Zconemics, Planning, 3anking, Costizg.
Taxes, Accountancy and Auditing. About 300 ralvzie zea
English.. A project appraisal manual was prepered by a

Técent foreign advisor but needs some modification to make it
suitable as the 3ank's :nideline o internal procaduras.

The 25/30 Bank officers broposed for the ﬁraining Drogrem
are to e instructad ir “we successive and idersical Programs,
each for 12/15 persons. 3anx officers will be relieved or
all other Zank duties dvring the 8.30 a.m. - 2.30 p.m. working
cay. Thz Bank anticips s taat each Training program will not
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exceed 3/9 veeks' duration; the Conmsultant will be expectad
To complete cther tasks in the Scope o Work duri=z thia
period. {

The Devalowoment Tadustr-al 3Sank

Théaaank, establisned in 1976, is 2 successor %o provious
organizations dating baci to 19LS., It is the ovly eatirely Tgypt-
lan cwned industrial development bank in Zgypt and operatas chisfly
as a davelopment bank but also provides some commercizl banking
servicas T2 established zustorers. DI2's activities include Zinanc-
iz2g of public and mostly oprivate sector including smell and medium
size projects. As af December 31, 1977, tctal assets were LE 20.5
nillion of which L2 29,1 =2illion was represented by loans.

Staff of the Zank numbers approximately 315 including 230 officers..

these. professionals 35 (including enginears) are involved in the
deparzaeat Zor long-term lending, 3 are in the depariment of credit
uau 13 are assigned <o the Yollow-Up Department. Czedit Deparwments
at Calsu wund Alaxendria 3ranches have 13 and b orf?icars ragpactively
vlus one bngineer ut Alexwudria, The averuge truining purticipunt's
et Ly 36 yeurs with 9 yeurs' cxperience fn the Bank uad with o
University degree of Bachelor ¢r Commerce. He/she has a basic “u<x
not fluent knowladge of the Inglish langusge; the Bank will provide
adequata translation into Arabic, 12 neaded.

Consultant's Perrormance .

—-ce* Formance ¢f the Scope of Work withcut, howsver, abrogati

The Consul‘ant shall work direc< lf with the B&n& and in close
censulsation with U.S. AID staf? rezaining, however, full renonsibility
2or its own wo.k.

The Consultant shall submit a three weeks' progress repors in
Tsar form To the 3ank end U.S., AID not later than 4sh —veel.and,
sting Jield uerscnn-_, indicating pruaress toward work completicn
giting _nJ censtraints sn Srogress and recommending corrective ac:;cns.
ALl recerts and correspsndence shall be a2 Iaglish.

i
1

The Consultant zav essociate itsel? with Igyptian 2irms in (.
. Ny
b ne

g
l.' \

Srimary responsibility for satisfactory completian of e=cgh task.
I: <8 proposal, the rm should state the extent to which iz
te"ds <2 associata itsg&f wish Zgyotian 7irms and,

{2 applicable,-
he nature of associaticn corntempletad,

W

F

* et
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SCOPE OF WORK

Course in Pro‘ect Appraisal and Implementation

Prepare and conduct a course in project appraisal and
implementation to include lectures discussion aad workshops.
ror approximately .25/30 Junior and niddle-level ‘officers.
Lectures and Ylorkshop ccurse content 1s to be provided in 30
copies.

Course content must be oriented to practitioners of project

analysis. The course is expected To emphasize the Practical

application of lecrure concepts in real or simulated situaticns.

Classrocm discussion and case studies will be ap impertant
element of the course,

i

1. Lectures are %o be similar to those offered oy the

World Bank Zconomic Development Inatitute's train-
ing progrumsg inp Industrial Projects and Development
Banking, or equivulent trolning progrums, Lectures
will include but not be limited o the follcwving
subJects: i

a. FEconomic Develonment and Indus:rial Poliey

1) Economic growth and industrial devel:nment

2) Import substitution and Zxport promction.

3) Regionel and backward area development/small-
scale enterprise sector/industrial estates,

4) Financing or industrial projects.

5) Various means of financing,

b, Develovment Banks

.
1) Role of Develorment 2anks in econonmic grovrei:
rolicies, issues, cbjectives, functions,
managerent, resoursces.,
- 2) Project % Comparative Advantage.
3) Project Identification & Promotion.
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[
¢. Project Prevarstion and Apnorsiaal
i

1) Project Appraisal Cycle.
2) Profect Appraisal Process, |
3) Project Identification Design and Preparation
4) Technical Aspects of Appraisal.
an 5), Arpropriate Technology.
6; Project Scale & Timing,
7) Opers “ng Cost Estimatiaa.
 8) Capital Cost Estimation.
9) Appreisal of Menagement.
10) Appraising Agro-Industrial Projects,

d. Financial Statcments - Analvsis

1) Understanding Financial Statements.

2) Anglysis of Financial Statements-Ratio
_5. Analysis,

3) Break-even and Sensitivity Analysis-Profit
Graph.

k) Inflation Accounting,

5) Time 7alue of Honeay,

L4

6) Measures of Project Worth.

A}

7) IRR/NPW/3-C Ratio.

8) Risk Analysis.
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€. Marketing ang Demand Fo;ecasting

1) Demand Analysis.
2) Appraisal or Marketing Plang.

. Economic Analysis

1) Eccnomic Costs & Benefits,
2) Shadow Pricing.
3) Conversicn Factors.

4) Economic Analysis-Comperative Bedefit-Cost
Method,

5) Social Cost-Benefis Analysis.

£. Project Implerentation & Munrvement

1) CPM Network Plunaing,
2) Project Control.
3) Use or consultants,

4)  Procurément or equipment and services,

5)° Project Supervision,
6). Project Evaluation

2. Workshops are to be based on case materialsfsupplied by
- the Conswltant ang also on projects already finenced or
being appraised by the Bank. S

B. Study o? reliminerv Desizm for Similar Course
o—— ’ , -
.——""" The Consultart will prepere a two-stage study of thz Crmems =
' and, if approgriats, Srelinsnary designs for establishment of a similar
Sourse, as follcws: ' ! ] :

- 1. Demangd study -

a. . Investigate the PTesent and potential demane within IZgow
for establishment of & similar course, to be available o the
bank, other banks and Tinancial institutions. planning agencies,
government ninistries ang aay drivate sector iastituticns.
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i
A report on taa demand for establishment of g
similar coursge will bYe prerared and submitteqd three
DZnths after the er’ective date oy the coatresct,
Copies will ba distributed ag follows:

1) Fiva copies to Mr, ALY, Kabodan, Chairman, DIB
2)' Ten copies to Mr. R.N. Bakley, USAID/cATRQ
Preliminary Desitng

I? potential 2emand eppears surficient ag determineq by
AID-and the Bunik:

8, Investigate end deseribe appropriate institutional
capabilitics, in universities, bank truining progriung,
wud athers, top estublivhing such - “Surse,  Prepare
preliminury designs ror establishy:. " such g course,
including institutional location (- .18 or new) ang
Preliminary estimates of costg ineluding wath locel Ty
and foreign exchenge (Jor advisors angd equipment); and T
Trecommend a prererred design,

b. A report on the preliminary projecs designs, includ:ag
identificatiog Or 2ppropriate institutional capabilitjag.
preliminary brojzct designs, and g Tecommended design, will
be prepared and submitted six monthg aJ%er the effective
date of tha contrace. Copies, to be bound with =he demand
study, will e ‘istributed as Tollovws:

1) PFive conies fo: Mr, A, H. Kabodan. Chairman. IR

2) Fifcaen copies <o: Mr, R, N. 3akley, USAID/CATRO

-

j=2% iy g T - d
C. Manual on Iroiect 21sal and Tmplem. -ation
e : .
1. Pevelop ane establish a manyg) N Froject appratsal

axd implementation, suitable Zor use as Bank's interna: .
Procedures guidelipe, J

2. The manuel ¢n froject Arpraisal and Impleméntationh_
should be Prepared as rollows: '

&. Draf% Manual i :
A drezt manual W.1ll be prepared and submitted <= Months
alter the elM2ntive date o7 the coniracz, Copres will
te distribugeq as rollows;
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1) Five copies to: My, Kabodan, Chairman, pIy

2) Five codies to: Mr. R.N. Ballav. "SATD, ~aTEQ
b. Final manual

A Pinal manual, including COmments from the Bap):

and AID will be Prepared angd submitted prior to

course completion, Copies should be.distributed
as followg:

1) Firty copies to: Mr, A.H. Kabodan, Chairman, DIB

2) Ten cop:sg to: Mr, R.N. Bakley, USAID/CAIRQ,

Bank'g Liberury

Evaluate apng Tecommend additiops to the Bank's
reference library on Project appraisal and development
barking, including books eand periodicals; supervisge
Procurement; e:- ablish cataloging and charge-out -
Systems. Assist the Bank in developing methcig to
maintain a high guali~y Livrary,

Tr2ining Procorams

Recommend arpropriate training and courses, Presantly
available at U.5. universitiegs, which cover Project rinencisl
analysis and informaticn Systems, investment Dolicies,
Projects premocion, development banking, and-eccnonic
development, These Programs should not 2xceed one
academic Jquarter/semestar and are to ne attended Yy ona
O WO 3ank ofvicaps per quarter/semester, These traipn-
12g progrems are 70T expected toerasult in ke avarding
of a wiversity degrae,

Advisor in Praiect Aporaisal

Provide services or an advisor in.prodectappraisal
vho will contribute to Strengthening nT2 s 2RZANIlltien
i1 Project arrreizal and Supervision,

This advisor i e¥mectad -o nave ngineering vackzround

o7 To have Supervised engineers because of the importancs or
task 3 velow. Ie vl vork as an advisor %o =zhe Jeners}

Manager of zhe Tern Lending Dezartment and, although independent

or' the training ~eéam, will ccordinate with and draw op The
“Lewn'y ald Cenuultagy capedbilitiag, ag 4zpropriate.
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Particular tasks Inelude but are pot limitad g,

1. Provide treining to DIm'g s5tarf in techniques
of projec+ a4ppraisal apg implementation by direct
participation,giving,on-the-Job training and
holding working lavel seminars.,

2. Develop and assist in carrying out precedures
TO ensure thag adpreisal work focuses on the
developmental impact in addition %o Tinancial,
technical apg economic soundness of projects
Broposed for financing,

3. Help coordinate work of DIB's engineering stafd:
Pinancial anelysts and econcmists during Project
appraisel, e engineering stars has heen
incrensed Tecently o Provide greatger in-house

- capability: tha DIB expects %0 continue zg draw
on outside englneers and techniceal experts for
Srecializeg engineering capebilities,

b, Assist in establishing ang operating follow-up
Procedures por Projets which the Bank rinuncey.
eSpecially in relation to vizits 4z COrrYwas g
Plants and review o7 borrower's brojects,

5. Provide edrize ¢n organizatiocnal improvements
within or 830ng 3ank units tg improve erficiency,

6. Advise on Jirmulaticn and drafting. of Bank policieg
and procedures,

TECHNICAL PROPOSAL

Cintent 57 Technical Pronoga”

In Ienaral, <the technical Proposal should demonstrate vy the
qualizy a7 ics sontent g cvladge or the tralining Teguiremants and,
an understanding cr

the requisirts tasks set forth in the Scope or )
Work, 1Its contents should inciude but not be limizad <o the ©01’ow-

"l." Training Qverviay

Information demonstra:ing an understanding of the training
Program, including actions taker +o become Tamiliar wigh

the 2ank's requirements, views on the edequacy or Tae Scope
cr Work and any suzgssted modifications OT comments on Other
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important training Prograr. aspects,

2. Work Srogram
“__
and pPerrormance or the traizing orogram, describing
incividual tasxks, their Sequercing and inter-relations,
A time schadule ip par chart form indicating start and

end dates (from retice to Proceed) for Such tasks.

3. Orzanization and Lavel or Zffort

|
An organizatiop chart showing relationships among all
Professional lavel Dersonnel 23signed ta the training
Program and division or duties, 4 manpower schedule indicat-
ing, ror professional, technical apg clerical positions,
number of bPecple to he a3signed, theipr function, estimated
man-months op erfort, period or assignment . and location
where work wi1l be perrformed, Information'concerning the
work loud orf the Consultant and itg ebilicy showld bve
provided.

b, Stafring

Experience resuwmnes and biographic data of eVery professional
and key technicul stare meumber to he assigned including
nationality, education, professicnal qualirications and
regiStration, chronological experience record indicatiux
Jears, Job title ani description, émployer, lavyel of v
responsibilicy; Overseas experienca Dy years and country,

5. Qualifications

.

The Consulzancg Zay resubmit bagie inZormation concerning
itsgelf Previously submitted ag prequalivying iar SZailon,
Any edditional infcrzration op elahoration or suen. fully
demonszrating tha Cornsultant's Particwlar capability +o
Derrorm the tasks described ip the scope o7 work, sheuld

be provided. a1l informatign should bhe Providad concerning
'any Igyptian associates pPrceposed to parrform the study.

Basis for Zvalugtion of Provosals

Technical IToposels shall “a eveluated op-i<ha basis of the rolowing -~
factors:

= Qualizy of the propnsal as demnnpstrated by its Scope, detailed Planning
and technical content,

- Unde:standing CT the services =o bhe performed es demonstrated by the
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- Intention and ability ¢q assign ex;e*?e:eeir TWal!:ag
Dersonnel, both technicar and Manegerisl, Preferably
from its own organization or joint, venilure,

- Intention and ability to verrora the vork in g realistic-
ally Timely menner, utilizing approoriate starf levelg,

Services w13 ROt be made on the bagig of price, Therefore,
Drices Dust not be included in the Proposals.

Selection and Neqotiation

The .Bany: 3 evaluation op Proposals gng selection o
the CConsulrant shall pe final and NOT subject 1o Turtherp
YPPeal. The zupy Teserves the right to reject any op all
Propcogals,

required serviceg, Upon approval by AID, Rege*tiationg will
be aturtag with the “ODP ranked Proposer toward establishment
OT contract PTovisions apg Ca8ts. In the event apn sgreement
is not reached, Negotiationg will be terminated Prior to
initiation or nNegotietions with the Secand ranked Tirm,

Suhmission or Pronosalg

1. Technical broposals showlg be received by the eddresseag
naned below net later than August 15, 1973, Proposals
shall - he forvarded in envelores marked "Technical Sropesal
for Trainipg rogram in Frojeet Appraisal®, ’

2. Copieg or the Prcposal shaulg te addressed *q 2ach -7
the following:

2., .Threa Ccopies to:

Mr., A.3H. Kebodan, Chairman, Development Industrial .
Bank, 110, Galeg Street, Cairo, Arab Republie oT" Egypt,

9. One cory to: -
Fi)‘NE/CD, Mr. Thomag j. Sterner, Agency rfor Internationa;
DeVelopment, Cepartment or State, Washington, D.C.

20s523.
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2) USAID _ Attn. Mr. Robert §. Bakley, -
American mbassy, Box 10, Fpo New‘York.O9527.

PROPCSED CONTRACT

Only contracts and subcontracrs. with (a) individualg
ef U,s. citizenship; (b) Droposersg oerganized undar The lews
of the U.s.; or (¢) Jaint ventures ap 89sociations of sych
’irms--shall be eliginla for AID dollar'financing. Except
48 otherwise arbroved by AID, alx emploveeg Aroviding Services
in Zgypt under AlD-financed contracts must pe either U.g,
c¢itisens or legal residents of the Uu.s.

Zxecutim orf the contract is expected by &pbroximately
October 1978, T+ i3 expected that eont. act
3ervices ghoulg begin within 30 days or contract signing,’
Cub—contracting o7 contract Services w111 not he permitted
without +he writtaen approval or USAID
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MANAGEMENT CCNSULTANT
FOR

DEVELOPMEIT BANK

SCX?E OF WORK
AND
INSTRUCTIONS FOR FHEPARATION AND SUBMISSION

OF TECHNICAL PROPOSALS

The Arsb Republic or Zgyot, acting threugh the Development Tndustrial
Bank (3enlk), plans tc contrect with a queliflied U.S. management con-
sulting firm for prof :ssional services to conduct a reviaw af existing
menagement methods ani recormend improvements “o the DJevelopment In-

dustrial Bank, Cairo, Arab Republic of Egypt.

GENERAL

A. Management Rev<eyw

The purtose of <h's zanagement review i3 t3 improve the quallsy
and to reduce the cost of bank operations. Tha Scove of Wark
will include a re—iew and recommendations. together -i%h 2 “iman
Dhased implementa~icn plan, for improvemerts in strategy. orga-
nizational structire, operating procedures, husiness develorment,

dercornel,. Inform tion storage, naragerant information 3ystem,
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Publie reportirg, accounting, intermal audit, and specialized
areas. Follow-on services to implement approved recommendations
will be agread afer presentaticn ¢f conclusions of the reviey
and recommendations. Also, the servicasg of g senior management
advisor are to be furnished. The Scope of Work is defined

zore fully in Saction TT below,

The Bank is intarested in having its overall operations reviewed
by a menagement censuliing firm because of its high rate of growth
during the firs-: vear and a hal? of operations as an independent

" bank. The Develorment Irndustrial Bank, formerly a division of the
3ank of Alexand-ia (a commercial dbank), Legsn opverating as an
independent ins:itution on August 1, 19T€. At <hat time, its

loan portfolio Sotalled $32.0 million and the intermational lepndars
had committed $72.0 millien in loans to the Rank. As of Decamber 31,
19TT, the loan portfolic had grovn to 372.0 million and inter-
nationel lenders were considering further cormitments of nearl-
$80.0 million. 3ank staf® has worked hard to keep up with “he
large Inerease :n rortfolio. Qfficer stare (excluding typists

and non-clerical staf?) as of Decéﬁber 31, 1977, totalled 217,
which represented a 17% increase over start of operaticns. Mos*

of the Bank's ecuipment dates from its previous form as a divisicn

of a large commercial bank, as do meny of i%s onerating procedures.
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The Bank wants to improve and modernize its owm operations so
that it will zmaintain its position 23 a leading investment ing=-

titution in ZZot.

The Develooment Industrlal Bank (DIB)

The Bank, established in 1976, is a Successor to previous Arga-
nizations dating beck to 1946, It is the ouly whollwr Egyptian
owned industrial development bank in Zzypt, It operates chiefly
&s a development benk Lut alse provides some commercial banking
services to established customers. DIB's activities include
financing of public and Private sectors including small and medium

size projects.

Staff of the Bank as of April 30, 1978 mumbers 326 including

227 officers. Of the professional staff, 14 are involved in the
Department of Long-ferm Lending, seven in fhe Department of

Credit and eight ar- assigned +o Follow-Up Department. Credist
Departments of Galaa and Alexandria Branches have 10 and four
offigials respectively. The 3ank employs seven engineers of “hich

one is staticned in Alexandria.

Consultant's Per?ormance

- responsibility for its own work.

The Consultant shal’ work directly with the .Bank and in close

consultation with U.S.A.I.D. ‘stase retaining, however, i1l
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The Consultant shall subtmit a monthly Drogress report in letter
fora to the 3ank aad U.S.A.I.D. not later than the 10th of the
following month, listing fleld personnel, indicating progress
toward work completicn, citing any constraints on progress and
recommending corre.tive actions. All reports and correspondence

shall be in Englisa,

The Consultant may agsoclate {tself wi<h Egyptian firms in perform-
ance of the Scope f Work without, however, abreogating its Primary
responsibility for satisfactory completion of each task. In its
proposal, the firm should state the extent to which it intends to
associate itsel? with Zgyptian Pirms and, if applicable, the

nature of associa*ion contemplated,

IT, SCOPE QF WORK

A.

Phase T - Managemer+t Review and Recommendstions

1. Review the Banit's overall strategy, based on its legal status,
internal policy statements, and market oprortunitias. This
tagk will be urdextaken asg a synthesis or tasks deseribed

below and i3 erpected *o result in recommendations %o modify,

if adviszable, the following:

e, Legal status;
Y. Policy stataments;
¢. Marketing sirategy; or

d. Other areas of operations.
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Review the Bank's organizational structure to carry out its
strategy and recommend Yy appropriate podifications, include

ing but not limi+ed to che following areag:

&. Placement of functions within orgenizational divisions
and sub-divisions.

b. Delegatiocn of 2uthority and exercige of responsibility by
managers of difisions and sub-divisiors.

C. Span af control sui“<able for manegers of divisions and

sub-divisions.

Review the Bank's opere - ing procedures and recommend any
nodifications to improw efficieney of overations, inelunding

modifications which wil.:

a. Speed service :o cusitomers;
b. Provide senior mana; ement with information for approvriate
decision-making;

€. Reduce costs of operations.

Review and recormmend aprropriate modificatiecns in the Bank'sg
business development (merketing) strategy, taking into acecsunt
its segmented market, cenditions imposed by various foreign
lenders, its organizaticnal structure, and staf#ing. In

2xecuting this task, the Consultant will:
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&. Describe pras ¢ malunds of market analysis, to maximize
profits from targe: sustomer categories, and recormend

improverests.

b. Describ: prasept methods of developing customer relatfop-
shira, and »ecommend improvements, including but not limited

to:

‘-

i) customer services offered;
11) frequency of customer calls; end

1i1) follow-up of existing loans.

c. Describe present institutionel promotion etforts including

advertis’'ng, and recommend appropriate modifications.

Review the Bank's personnel system and recommend eny avpropriate
modificationz. In executing this task, it mus*= he borne in
miné that th= Bank's personnel system is subject %o Govermment

regulations.

Consulsant's review and recommendations should Zaclude but

rot be limited %o:

&. Reerultment policies and effectiveness in attracting new

staf?’.

" ™. Job descriptions and required qualifications.
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Development oppor-unities for staff, including on-the-

Job trainiag, ouvside/inside training programs, usage,

and effactiveness.

Career development system, methods of evaluation, and

results.

Turnover Trequeacy, reasons for leaving, and steps under-

taken to retain and develop competent individualsa,

Promotion policies and effectiveness in developing indi-
viduals crpable of £illing senior management positions

from insice of the orgzanization.

Pay siructure; including salary and other income earned
as a result of Barnk employment, together with recormend-
ations for improving income strucfure, including merit or

bonus prorssals.

Review the infsrmation storage and retrieval system and

recommend any odifications.

Review the present management informatZon system and recommend

desired improvements, including but not limited %o the follow-

ing aresas:
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Cash: including satisfaction of reserve requirements,
disbursements, and projectad Tepayments; maturing of

time deposits plszed Wit otaer banks.

Loan Porffolio: including amounts of applications; approvals;
commitments; disbursements; dmortization schedules; and

past .ue amounts, together with monitoring of deadlines

for bérrowers' submitting of informaticn or for Bank

ection,

Deposits: including amounts; maturities; interest rate;

and interest due, if any.

Long-Term Jebt: obligations; installments due; and projected

amortization schedules,

Letters of‘Credit: including date bf application, date
of issuanc=, date of expiration, correspondent bank,
amount, customer, sub-loan, and information eon arrival
of goods and clearance from customs.

Periodic reports prepared for internal and external needs
together w.th recommendations +o consolidate reports

and mechan:ze preparation.
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Review Zank's Dresent system of reporting to the publie,
including Publication of eudited annual financial statements
and cther publications. Make recommerdations regarding
ﬁppropriace TePCrs an. publications which could improve the
Bank's mariating strategy in Task No. &4 abova, correspondent
relationships ir Task No. 11l.ec. below, relationships with
foreign len@ers, end for any other appropriate reasons which

support the Bank's strategy.

Review and recommend modifications in the Bank's accounting
System. The Ban': g Primaril ; concerned with strengthening
its cest accounting system sc that it can establish profit

and cost centers within its Bank.

Review and recommend improvements in the Bank's intermal audit

rrocedures, partféularly but not limited'to the following areas:

&. Reporting resTonsibility of audit uni¢.
b. Staffing and Authority of audit unis,
¢. TFrequency, dezth, and scope of audit funetion, in relation *o
Bank's:
i)  general operations; and

ii)  dndividial sub-loans.
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The Bank is rarticularly intarested in investigating J0sgi -

bilities which a8y exist in the following functional areas

and desires the Consul*tant o address them, independently of

the above tasks:

Establistment of promotionel activities which can be
SEDPTOD" ietely undertaken by the Zank in developing each
segm;nt ¢t its market, ineluding particularly the small
scale incustry market segnent, (Certain Toreign loans

are aviilable solely or partially for this marke+ segment, )

Pevelopme1t of intermal econcmic research capability,
The preseat unit SuPpor s the medium-ternm lending (project
appraisal) unit, and the 3ank wants to éonsider fhe
expansion of its econcmic Tesearch capatilities to include
other fun;tions, including possiﬁly preparation o magro-
economic studies, financial sector studies, and industr>y
studies, “or the purroses of promoting additional invest-
7

ment in Erypt.

Aeview and reccmmend improvements in me+thods of daveloping
cooperatlisn with domestic and Toreign financial institutions
in regard to shering of financial,‘information, and manage-

ment rela-ionships; .



- 11 -

Phagse IT - Plan %o Toplementation of lecommendations

The Consultant will rrepare a nlan to carry ous recommendations in
Phase I - Management Rev=ew end Recommendations above. This plan,
%o be mutually sgreed arong the Consultant, the Bank, and AID, will

inelude for each recommendation:

l. Description of the proposed method of implementation, inec

time phasing;

2. Description of any further adviscry services required, including
capabilities and experience needed, man-months required, and

estimated costs;

3. Preliminary specifications of any equirment réccmmgnded for

purchase together wich estimated ccats; and

.

4. Assessment of the ccst effectivenass of adoﬁting the proposed
recommendation, when quantifiable. When a recommendation cannot

be quantified, benefiis of adoption should Ye described.

Phase ITT - Tmplementatisn of Recommendationg

The Consultant is expect2d o be asked to assist the Bank in implement-
ing the Plan described ii Phase IT above, by providing fursher advisory

services and assisting ia Drocurement of equirment.

The extent of these serrices will.ﬁe determined end negotisted after

the Bank evaluatec the Review and Plan described in Phase T and IT above.



Senior Managcement Aivisor

The Consultant will provide a senior nanagement advisor, acceptable

to the 2ank's 3card of Directors apnd to U.S.A.I.D., who may be

ditions. It is_expected that the advisor will hava substantial

experience in the tollowing areas:

l. Management of Jinancial institutions at a senior level;
2. Promotion of development finance companies; and

3. Operatiosn or devalopment finance companies,

The Senior Menagemert Advisor will advise and assist the Baﬁk’s

Chairman in:

1. Planning the overall operationsal strategy of the Bank;

2. Developing and elaboratiag the Bank's investment criteria;

3. Zstablishing an ippropriate zanagement information system
and control procadures;

L, Developing and s rengthening the B;nk's internal organization
Procedures;

5. EZstablishing the needs of the Bank for financial resources
and preparing the Recessary .projections of its operztions and’

financesy -
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O. Ulegotiating investment Droposals;

T. Setting up suitable promotional activities which can be
undertaken by the Bank in accordance with its plang fopr
increasing thig capability, with particular reference to
development of small 3cale industry;

8. Developing the Eank's internal economic Tesearch capability;

3. Developing suitable working relationships with industxrial

financial and banking institutions inside and outside of

Egypt.

Reports

t is antic’vpated that the Consultant will prepare e draft Manage-
ment Review aad Recormendations (Review) and Plan for Implementation
of Recommendationsg (Plen), as described above in Sections A and B,
within four (1) months after the effective date of his contract.

The draft report shal be submitted in five (5) coples each to

the Bank end U.5.A.I.D./Cairo for review and comment.

The Consultant shall issue the final Plan within sixty (60) days
arier submission of the draft Review and Plan. The finel Plan,
in bound form, shall be submitted in ten (10) copies to each to

the 3ank end U.S.4.I.D./Caire.
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IIT. TECENICAL PROPOSAL

A. Content of Tachni-al Provosal

In general, the tachnical proposal should dewonstrate by the
quality of its comtent a knowledge of the management review
and advisory requ.rements and an understanding of the requisite
tasks set forth in the Scope of Work. Its contents should

include but ﬁét br limited to the following:

1. Management Re'-iew ancd Senior Adviser

Information demonstrating an understandine of the manage-:
ment review and senior mﬁnagement adviéor requirements,
including actions taken to become farilier with the Bank's
requirements, views on the adequacy of the Séope of Wérk
and any suggested modifications or comments on other ime

portant maenagement aspects.

2. Work Program
Details of the proposed approach *o the planning and
DPerformance of the management review, desecribing inéividual
vasks, their sequencing and inte;relations. A time schedule
in bar chart form indicating star: and end dates (from
notice to proceed) for such tasks, and a CPM enelysis of

the study indicatiag interdependence among *asks ghould bhe

‘{acluded.
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Crganizaticn and Level of Tffor+

An organization chart showing relationships among all
professional level tersconnel agsigned to the management
review and divisior of duties. A manpower schedule indicat-
ing, for professional, technical and clerical positions,
aumber of' p20ple to be assigned, their function, estimeted
aan-months J>f effort, period of agsignment and location
where work :#i)ll be performed. Information concerning the

worklcad of the Consultant and its ability should be provided.

Staffing

Ixperience resumes and bilographic data of every professional
and xey tecnical stuff member to be assigned includizg:
nationality education, professional qualifications and
registration.,, chronological experisnce récord indicating
vyears, job itle and description, employer, level of res-

ponsibility overseas experience by years and country.

Qualificaticns

The Consultent msy resubmit dasic information concerning
itsel? previously subtmitted as Prequalifying information.
Any additiorel information or elaboration of such, fully
demonstratirg the Con;ultfpt's partiéular capgp%%ipy to

perform the tasks described in the Scope of Work, shoutd

be provided. Full informationm, including AID Form 1120-8
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or Standard Forms 254 and 255, should be provided Zor any firm
nov being proposed as an associate or subcontractor which

was not prososed in <he prequelification information.

™) information should be provided conceraing any Zgyptian

firm or assaciates proposed to perform the study.

3as8is for Zvaluation of Provosals

Tachnical propo:els shall be evaluated on the basis of the

following factors:

- Quality of the proposal as demonstrated by its scope,

detailed planning and technical content.

- Understanding of the services to be performed as demonstrated
by the propcsal content and *task coverage;

-~ Intention and ability to assign experierced, qualified
personnel, b;th technicael and managérial, oreferably from
i+ts own orgraization or Joint-venture.

- Intention ard 2bility to perform the work in a reelistically
timeiy mepnexr, Ytilizing aprropriate sta?f levels.

Selecticn of a Cznsultant to perferm professional services will
a0t be made on tne basis of price. Therefore, prices must not

be included in the proposals. -
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Selection and Nagotiation

The Bank's evalvation of proposals and selection of the
Consultant shall be final and not subject to further appeal,
The Bark and U.S.A.I.D. reserve tae rigzht 4o reject any or

all proposals.

On completion of the evaluation, the Proposers will be ranked
in order d% eveluated capability to perform the required
Services. Upon aporoval by U.S.A.I.D., negotiations will be

started hetweer +he top-ranked proposer and the 3Bank toward

" establiskment ¢ contract provisions.and costs. TIn the event

an agreement iz not reached, negotiationg will be terminetag
prior to initie+ion of negotiations with the second-ranked

firm.

Submission of P-oposals

l. Technical D~oposals showld be received by the addresgsessg
2amed below not later than (six weeks from mailing date
of this reg:est), Pronosals shall pe forwarded in envelope
marked "Tec.nical Proposal fon Censulting Services -

Management Review."

2. Covies of the Droposal should be addressed to each of the

following:
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a. Three copies to:
Mr. A.H. Xabodan, Chairman, -evelopment Industrial
Bark, 110, Gelaa Street, Cairo, Arad Republiec of

Egypt.

b. One copy =o:
NE/PD, Mr Themas A. Steraer, Agency for International

Develcpment, Department of State, Washington, D.C. 20523,

¢. One copy to:

USAID, Attn: Mr, Robart JI. Pakley, Americaen Embassy,

Box 10, FT0 New York 09527,

PROPOSED CONTRACT

The prorosed contract shall be a cost-plus-fixed-ree type and shall
conform to *he standar& type of agreement usea by AID for engaging

professional and *echnical services. Dollar costs of the contract

will »e financed 2y ATD, and local currency costs will he peid ‘-

Zgyptian pounds by the 3ank.

Cnly contracts and subzcntracts with: (a) individuaels of (.5.
citizenship; (b) proposers organized under the laws cf the U,S.:
or (¢) Joint-ventures or associations of such firms shall “e

eligible fecr AID dolla- financing. zExcept as otherwise apﬁfbved*

by AID, a1l employees Sroviding services in Tgypt under ATD-financud

contracts must be eithar U.S. citizens or legal residents of the U.S.
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Execution of the con*ract is expected by approximately

» 1978, It i3 axpected that
contract services should begin within thirty (30) days of contract
signing. Subcontrac=ing of contract services will pot be

L)

pernitted without the written approval of U.S.A.I.D.
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&‘w!’ UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT
CAIRO, EGYPT

February 10, 1978

ACTION MEMORANDUM FOR THE DIRECTOR
FROM ! TRobert N. Bakley, CDE

SUBJECT: AID Loan No. 263-K-035: Develomment Industrial Bank
Sub-Loan to Mr. Ahmed Ashour Ahmed.

Problem:

The DIB has approved a sub-loan with a total foreign exchange
requirement of over $250,000, subject to AID and IDA approval.
USAID's Sub-loan Approval Committee has reviewved the DIB project
appraisal, surmarized below, and recommends your approval.

Discussion:

1. Sub-loan:

3orrower ¢ Mr. Ahmed Ashour Ahmed

Amount i $226,325 from AID (L.E.90,983)
DM9L1,480 from IDA (L.Z.165,700)

Repayment : 6 years in 6 annual installments

Interest Rate: 117 p.a.

Security : Mortgage on =quirment, ©dildings, and land;
Maintain cash balance of 20% of lcan,

Purpose : Importation of U.S. machinery.

Zxpansion of a recently established printing plant located at Giza
with headguarters in Caire. Total project cost is estimated at
L.E.6k2,000 of which L.Z.256,583 or 40% is in foreign exchange.
Foreign exchange costs will be rinanced by DIB sub-loans from AID
(L.E.90,982) and IDA (L.E.165,70C); local currency costs will be
financed from the Berrower's own funds.



Present status of the Sroject is: land was purchased "o years ago;
building construction :is zearly completed; some equipment has been
installed and is operating. Orders for loan-financed equirment are
ready to be placed, and *he equipment is expected %o he operating
withia five zonths.

3. Borrowver:

The 3orrover i3 a preprietorship established oy Mr. Ahmed Ashour
Anmed in June 1977 wi<h 7aid=in capital o-* L.72.125,000. This

company will print ordinary reper and pace.... terials (cellophane,
alunminum foil, and polyethylene) and will menuracture envelopes (both
plain and wizndow).

The Borrower is a member of a orinting family. The father started
in the prirting business in 1926, and five of his six sons are in the
seme business. The Borrower shares half of +wo other prirnting
companies with brothers: Isig (postcards, wrapping puper, and
calendars) and Ahmed & Moustafa Ashour Press (box labels and

packaging).

We have met Mr. Ahmed and seen his three companies. He impresses us
as xnowledgeable in printing; his plants seem clean and efficient.

4, Market:

Tze printing industry in Egypt is predominately privately owned and
totals approximately 1,100 firms of various sizes and specialities;
acre than nalf are located in Cairo. This project targets on the
corporate tackaging segment of the market. In plain paper rrianting,
tbe comrany aas several large customers, including Cleopatra
cizaretzes, and in flaxcgrachic printing the company will substitute
for importad printed packaging. In envelope zanufacture, only a few
small scale uni®s now produce enveloves, and the company's production

is expected %o be absorbed by increases in domestic demard.

A sales force is not employed. Large corporate contracts are
obtained by the brothers, chiefly from cigarette, pharmaceutical,
cosmetic, and food manufacturers. Envelopes (also postcards and
other retail products) are distributed through wholesalers who

operate rationally. A company office is maintained in dowvmtown Cairo.

The project will substi‘ute for some imported printing and envelopes.
The economic rate of return has been estimated by DIB at 30%.



5. Technical:

This project involves three production lines: (1) Printing of ordinary
paper with capacity of 706 tons/year; (2) Flexographic printing of
605 tons/year; and (3) Manufacture of 57.6 million envelopes per year.
Machinery for the first production line has been imported with the
Borrower’s own funds. Machinery for flaxographic orinting is to be
imported rrom Germany with an IDA loan of DM9L1,L80 (L.E.165,700),

and the envelope-making machinery is o be finunced with $226,325
L.2.90,983) in AID funds. Suppliers will provide installation and
operation sraining, U.S. machinery was selected after soliciting 11
U.S. companies. DIB engineers have reviewed the selections and have
aporoved technical sultability. Additional bag-making equipment is
expected to be purchased later.

Raw materials, iacluding paper, cellophane, aluminum foil, Polyethelene,
and inks, are produced locally; nowever, if shortages occur, they are
imported. Utilities appear adequate for plant operaticn. Labor will
be trained by the Borrower and will total 30 personms.

€. Financial:

DIB-preparad financial projections appear reasomable and show the
project will be able to repay its debt comrortably.

Yet profi: as a percentage of sales increases from 4% (at 60%
capacity) to 18% (at 80% capacity). Operating prorit margin remains
at approximately LO% taroughout the project.

Current position is not calculated because no current liabilities
are projected. Inventory requirements are estimated at approximately

80 days #orth; short-term debt financing is not contemplated.

Leverage is low by U.S. standards. Debt: equity ratio in the firs+
year of operation is 0.56:1 and decreases thereafer as long=-term
dedbt is repaid. Debt coverage is acceptable in the first Jear at
1.8 and improves to 2.1 in the next year and thereafter rises
steadily to 3.0. .

Cash {low generated internally provides for repayment of debt, capital
improvements, payment of dividends, and retention of esrnings as
the ccmpany grows.



The financial rate of return of 20% exceeds the 15% minimum required
in Section 6.01(g) of the Loan Agreement,

7. Coneclusion:

This projlect appears to be a suitable sub-loan for the DIS.

Recommendation:

That you aprrove thig subeloan.

APFROVED

DISAFPROVED .
DATE >~ / / “//75/

Sub-Loan Commit. e

COE:TRTifS% ‘—LQF(‘_

CDE:PSLewis (jraft)
PRM:PDavis
LEG:JPhippard

COE: TRTiff+:g%:2/10/78

Clear:
DD:JR0leson =

-
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SEG
g’: __,'-{ UNITED STATES AGENCY for INTERNATIONAL DEVELOPMENT
CAIRO, ECYPT"

June 14, 1978

ACTION MEMORANDUM FOR THE ACTING DIRECTOR \QJ/
FROM : Robert N. Bakley, Assistant Director, CDE
|

SUBJECT: AID Loan No. 263-K-035; Development Industrial Bank
Sub-loan to Egyptian Poultry Co. (EGYPCO) ’

Problem:

The DIB has approved a sub-loan of more than $250,000, subject
to AID approval. USAID's DIB Sub-loan Approval Committee has
<=viewed the DIB project appraisal, summarized below, and
recommends your approval.

Discussion:
Z==tussion

l. Sub-loan

Borrower : Egyptian Poultry Co. (EGYPCO)
Amount : 31,500,000 (LE 600,000 at official exchange rate).
Repayment. : 7 years including a 2 year grace peried, in

5 equal installments.
Interest Rate: 11% p.a.

Security : (a) Mortgage of land, buildings, and machinery
(b) Compensating balances of 20% of loan amount

Purpose ¢ Importation of U.S. equipment

2. Project

Establishment of a new integrated poultry farm at saveral locationg
near Cairo. This project will be cdpable of producing and selling
annually: 12 million hatchery eggs; 7.5 million table eggs;

10 million chicks; 3 million broilers: and 50,000 tons of poultry
feed. Total Project costs are estimated at LE 6,629,493 of which
foreign exchange costs are estimated at LE 3,448,175 or 52%.



Sources of foreign exchange include: a) LE 600,000 from AID sube
loan of $1,500,000 (official rate); b) LE 1,050,000 (parallel

rate) at 11% p.a. repayable on the same terms as the AID loan but
with a lower compensating balance requirement of l0%; and

¢) remainder from owner's equity contributions in foreign exchange.

Present status of the project is: land has been prrchased; half of
shareholder subscriptions received; equirment contracts for several
items are ready to be awarded; and construction has started. The
project will begin operating in stages; the feed mill is scheduled
for completion in May 1979; and all operations are %o be ready
during 1980.

3. Borrower

The borrower is the Egyptian Poultry Company (EGYPCO), a corpora-
tion authorized under Law 43 in Auqust 1977 with a life of 25
vears, extendable with approval of the Investment Authority. The
company is authorized to engage in a wide range of poultry activ-
ities. Authorized capital is LE 4,209,240 comprised of 2,104,620
shares with a par value of LZ 2; two of four assessments have
been paid in and the others are scheduled for receipt during

June 30-July 15, 1978, and January 1979.

Stock was sold in an interesting manner. In March 1978, the
sponsors advertised in Egyptian newspapers the sale of stock
during the next 30 days. The minimum subscriptions was LE 20 for
10 shares plus Pts 70 handling fee, payable in four installments
of which the first LE 5.70 was due immediately and the other three
of LE 5 each were due upon call. Stock sale was handled by the
Misr International Bank, which used Misr Bank branches and its own
correspondents overseas, chiefly in Saudi Arabia and Kuwait. After
three weeks, the issue had been over subscribed by 20% and sales
were terminated. Subscriptions totalled LZ 4,209,240. The total
number of sharesholders is 8,500 and the majority are Egyptians
resident either here or overseas. The seven project sponsors hold
29% of the shares.

The first board of directors is composed of the seven project
sponsors, who will serve a five~year term. Thereafter, the board
will be increased to nine members who will serve three~year terms.
COf the present board members, five are Egyptian citizens and most
have worked in Kuwait in finance or government. DIB informs us
they are all highly competent and reputable businessmen.



The project is loca*ed at six different locations near Cairo.
Five sites are west of Cairo and one is south of Helwan. Aall
land has been purchased, and the architect ir preparing detailed
designs.

The project includes four chief elements:

(a) Parent rearing farms to raise day-old chicks ur%il they are
20 weeks old and transferred to the adult laying fzrms. There
they producs eggs for the hatchery;

(b) Hatchery where eggs are hatched and day~old chicks produced;

(¢) Broiler production areas where day-old chicks are raised
until they are six weeks old and ready for the slaughtar-
house.

(d) Feed mill, which will manufacture chicken feed, made of
grains, oil meals and animal protein.

Principal foreign equipment includes: hatchery (Holzer Co., U.S.),
feed mil] (Xoopers Co., U.5.), slaughterhouse, cold storage plant
and cother pieces. Equipment supplier - and Imperial Group's Ross
Poultry will provide training in operation and maintenance. AID
funds will be used for the hatchery, feed mill and other equipment.
Local currency is being used for land, comstruction, vehicles,
furniture, itmport duties and other items.

Raw materials to be impoited include poultry stock, scme feed
concentrates and medicipnes. Other materials are avai’zble in
Zgypt.

6. Financial

DIB-prerared financial projections appear to be based on reason-
able assuartions and show the company should be able to repay its
debt. Financial statements ccnvert all foreign exchange at the
parallel market rate because, at the time of preparation, exaczt
uses of AID official rate funds had not been determined. Adjust-
ments if made would: increase cash in the balance sheet; reduca
depreciation charges, thereby increasing profits in the income
statement; and reduce initial project rost in the cash flow,
thereby impreving the IRR. Without adjustment, projected
financial performance is sumawhat understated and satisfactory.



Profitahility (net income/rsvenue) is projected +o increase from
6% (at 60% of production capacity) to 19% (at 80% of production
capacity) , which is relatively low when compared to some other
sub~Jnans. The company will enjoy a tax holiday for the first
five years of production, during which the locan will be repaid.
Return on equity (net profit/equity) is projected to rise from
3% in the first year to 13% in the fifth year.

Current position and working capital appear adequate. The company
plans to obtain an overdraft facility from DIS to take care of
short-term working capital needs.

Leverage (total debt/equity) is conservative with full disburse-
ment of the locan, at 0.28:1.00, and declines as ihe loan is
repaid. Debt coverage ratio stares at 1.9:1.0 in 1981 and
increases thereafter, which is satisfacrory.

Cash flow internally generated is projected to provide adequate
funds for repayment of debt and payment of dividends. The
company plans to distribote all net profits as dividends to
shareholders. Positive cash flow is expected throughout the
life of the sub-lcan.

The financial rate of return is calculated at approximately 15%

and the economic rate of return is calculated at 17%; both would
be slightly higher if AID-financed equipment had been valued at

the official rate in these statements. These rates satisfy our

loan agreement minimmm of 15%.

7. Ccnclusion

This pruject appears +o be 2 suttanle sobeloan for the TT3.

BEST AVAILABLE COPY
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Ascommendation.

That you approve this sub-loan.

APPROVED
DISAPP

DATE c /27

Sub-1lcan Committae:
\

CDE : TRTY ££+ A
CDE:PSlewis (draft)
AGR:MNoving
BRM:INoXTis “ L5 woo
LEG:JPhippard\

CDE:TRTifF+: gt:6/14/78



INITIAL ENVIRONMENTAL EXAMINATION
NARRATIVE DISCUSSION

Project Location: Egypt

Project Title: Development Industrial Bank II

Funding (Fiscal Year and Amount): FY 78 - $2.0 million

IEE Prepared By: T.R. Tifft Date: October 20, 1977

Action Recommended: Negative Determination

Discussion of Major Environmental Relationships of Project Relevant
to Attached Impact Identification and Evaluation Form:

This project is a proposed second AID loan to the Development
Industrial Bank. This loan will finance the procurement of equip-~
ment, technical assistance and training to upgrade the DIB's
capabilitics.

Because of the nature of thisg loan, the project lacks significance
in terms of its environmental impact. The mission recommends, in
accordance with usual AID actions in such a case, that a Negative
Determination be made.



BEST AVAILABLE COPY
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TFRISTOID TECITIN navTh e

LEITIAL TVIROM®: L TXAMITATTON
Project locetion: Sgype
Project Title: Develomment Indust;.'ial 2anx IT
Tunding (Fiscal Year and Amount): FY 79 . $25 oMilliom
ZEE Prevared Ov: momipes 2% Oct. 20, 1977
fnvirommestal Action Pecormemded: Nesative leterminatiom
Mission Decision:
(Approval/Disacproval of Tavironmental ion Recommended in the ITF)
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Cther Mission 0ffices P e )23 7%
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AEST AVAILABLE COPY

DIPACT TDETTIFICATION Maf TVALUATION FORM

Tmpect
» Identification
Izpact Srees and Sub-ercas ani Svalustionl/
A. LATD USE
1. Changing the character of the I ad through: « N
a. Increasigg the nopulation N
b. Extracting natural resgus:ae i)
¢. Land cleering N
d. Changing soil cliaracter N
2. /Mltering matursel defenses h)
3. Farcclosing inpartont uses ki
4. Jeoporiizing mun or s vorks N
5. G(ther factors
B.  WTAITER OALITY
. 1.. Poyxigel xtata of woter ¥ -
2. Chemicnl wnd ologiecnl stmt-- 3 Y
2. ZEealogienl Srlmmae ) N

1/M— Yo emvirommental impact

ittle environmental impact

r
L.
M - Moderate envirpmmental impzet
2
U

:
|

-~ High environmental imnact
- Unknown envirenmentnl imnact

1Y)
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D2ACT TDTTMIFICATION MDD TTALTATT ST TORM

cl

D,

r:

ATMOSPYERIC

1. AMr addivives
2. MMr pollution
3. JNoise pollution

L, Other factors

L ™R, RECQURCTS

1. Diversion, altared use of w sor
2. Irreverathle, ineffisiwat ¢ mitrenss

3. Other facteors

1. Changes irn econcmic/cmnlavemcont notterns
2. Thenges In nomalntion -
3. Changes in cultaral pattarm s

L, Other Pactors

Page 2
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DELCT TTOTTITICSTION Ay v Iesmn.

BEST AVAILABLE copy

PR

~ =y
Ve =eALTH
———32,

1. Chonging o azturel enviromre—s

2. Iliminating an cogystam aler ik
ode

3. Qther factors

H. GIERAL
l. International impacts
2. Comtroversisl immasts
3. Cther factors

I. OTUER POSSIBLE TMPACT® (not 240

S ————

‘Prepmued 2y IO A Pui
Prciect Zogation: ot

Proitget Maia .

aheve)
! Bex. 90 1577
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AlD 102028 (1-72)

Project Title & Number: _jy,.y ) Lptnentdudusteial Bauke 1L {cOd=0as )

_ _NANRATIVE SUMBARY ~

Program or Sector Gostl: The brosder objective 10
which ttus project contributes:

Increase 1he capacily of the private
seclor by provision of medium Lerm
Toreipn exchange loans Lhiaugh the

[H )

B l“'JA U

PROJECT DESIGN SUMMARY
LOGICAL FRAMEWORX

_OBJECTIVELY VERIFIABLE INDICATORS

Measures of Gusl Achievanwent:

There are no short—ian verifiable
indicators of goul achijevencnl /
Progress.  Over the longer Letm a
revitalized private secltor will
hiave sipuilicant tmpact on overall

ceutumle perlormance.

MEANS OF VERIFICATION ~

Lile of Project:

FrombY 4 - wfY_ pa
Tuisl U S Fundig _ 33 millfun
Dete Piepamad o Lomhor 2 l. L/

N/A

Assumpticns for sutunving goal tergens

Continuation ol Gog Poliches
tavorahile Lo g ivite sector
cxpansion,

Projuct Purpose:

fmprove the insti Lulivnal capabi lity

Conditlons that will indicate purpuse has been
schisved: End of project status.

bBecreaticd loan applicalion pro—

Data provided by DIB on internal

Assumptions lus schieving puws pose:

Thal o higher fevet ot fatividual

perfopmance

o’ Lhe DIB ) . . compelence aned tradaing ol bip
cessing tine, Increascd ul.l?guLluu operslions and assessment by Sl and managemsn . wi il rermit
rale, fncrease In loan qualily USAID and World Bank of loan in Improved Pl Ll oni )

qualiLy

Outputs: Magnltuda of Outputs: Auumgptions for schieving owtputs:

Tridned Diy management and staft,
organizational and operationn)

improvemente .

No specific measurements available
Lo assctis magaitude of outputs.

Al outlputs expected Lo be achieved
by FY 1984

= None

The ful]l cooperation of DIB Rl f amd
managemant

Inputs:

AL will provide $2 willlon for techni-
cal assislance Leaining and equipmentd.
and materiols foc Lhe DIB

Implune-n;l;l—or-\ E;m;::;i_dwl\lily)_
Manigement ausistance cundisting of]
a rall Lime senior advisor and e
services of o managenent. conaul Ling
tlrm.  Training rore selecled banig
vployees in Lhe 11,5, and at other
DEC s Equipment. such ag calcn-
lators and weisching alda.

Assumptions for pioviding inputs:

none

AdOO 378V UVAY 1538






