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General introduction

Development and success of each enterprise are highly bound to its finance
and the evolution within the frame of its means of production .The latter is the
main factor and marker of production’s capacity and the pillar of profitability
increase.

Nowadays, Firms should adapt itself to market requirements in order to
assure long term survival, where competition is ruthless and because
competitiveness is imposing higher levels of performance to comply with the
international standards of investment.

The Algerian Firms use the right equipment in order to overtake its
economic life as a matter of cost of acquisition and clear away obstacles in the
process of searching for the best financing tools.

Despite these obstacles, firms have to reach their alternative development
through solutions to classical credits without mortgaging most of its investment.

Among the new methods of financing suggested by credit companies is
financing by « Leasing » called in French« Crédit-bail ». This method realizes
big success in these last years. Leasing is an attractive package to finance
investments in both movable and immovable properties.

It is a simple and flexible technique suggested to firms. It is considered more
as a means of competitive financing than a bank credit. It helps all firms
especially the young ones, it is the lung of the economic growth and the
development of small and medium firms (SME).

This formula was developed in USA in 1952 with the creation of the first
company of leasing, in Morocco is the first country which used leasing in 1965
and after 20 years, Tunisia followed the Moroccan example.

In Algeria, after the short publication of the law n° 90/10 in 14 April 1990
about money and credit, with the creation of « Algerian Saudi Leasing » (ASL),
was created by « Banque Extérieure d’Algérie » or (BEA) and the group

« Dallah Al Baraka ».

In 1997, the first company specialized in leasing is (SALEM); it is an
Algerian company in furniture leasing.
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1. Choice and interest of theme:

Although leasing was introduced in Algeria for 18 years, it is still behind
other forms of credits and by investors, this fact led us to study leasing both
from theoretical and practical point of view.

2. The objectives of this work:

The objective of this research is to firstly define the concept of « leasing »,
and secondly to address the issues to the practice of leasing in Algeria, and to
show the evolution of this mode of financing in Algeria, and to show why
leasing is chosen by Algerian firms.

We discuss if this mode of financing can participate in the development of
firms especially SME which are the principal actors of the creation of wealth in
our country.

3. Problem:

My research paper is dedicated to study the leasing, wherein we will be
seeing the practice of leasing in Algeria. The main question which should be
highlighted in this regard and which this modest research is trying to answer:
What are the reasons pushing the Algerian investors to choose the financing
through leasing formula instead of the financing through classical credit
formulas?

This problematic opens the doors to raise other questions such as:

- What’s leasing?
- Is leasing a good and adequate financing means for Algerian firms?
- What does the firm require to finance its investments through
leasing?
4. Hypotheses:

To come up with answers to the listed questions above, we are going to
represent a group of hypotheses which are:

% Leasing is an agreement based on movable or immovable goods,
matching with purchase option for a set price.
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% Leasing is a new technic of financing, it permits the transfer of
advantages to the lessor ( the leasing company) and to the lessee ( User of
the leased asset)
% Financing by leasing is quick and easy to use in establishment of firms of
any size.

5. Research methodology:

My research is based on two methodological approaches: «descriptive
approach», in first and second chapter. The key goal of this approach is to
take a deep look at the fundamental meaning of this technic.

And the second approach is the «analytical approach» in the third chapter
especially, by using statistical method (SPSS), to respond to the fundamental
Problematic.

6. The structure work:

My research work is structured in three chapters, and each chapter includes three
sections.

The first chapter will be dedicated to an overview of leasing and it includes
general notions and fundamentals characteristics of leasing as a method of
financing.

To be followed by the second chapter. This reveals the different aspects of
leasing, including the legal form and the accounting form, and to highlight on
practicing of leasing in Algeria, by market of leasing in Algeria and its aspects
in our country, finally we conclude with the third chapter.

The third chapter is a case study on Housing bank for trade and finance, to
close us in Algeria’s leasing, which reveals how leasing is treated through the
different procedures and requirements. This chapter will be concluded with a
benchmarking study between leasing and other forms of credits which are the
classical credit.
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Chapter one: Presentation of leasing and its characteristics

Introduction:

A firm often borrows money to finance the acquisition of an asset needed
for its operations. There is an alternative approach that might accomplish the
same goal which is defined as to «lease» the asset. In leasing, the firm commits
to make fixed payments to the owner of the asset for the rights to use the asset,
and this operation consists of three persons.

As a financial product, leasing presented advantages and disadvantages
which distinguish it from other modes of financing.

To know all that we must initiate this chapter by some basic notions, history
and definitions about leasing, and some typologies, and some characteristics that
makes the firms especially (SME) to build a strong capital asset by this new
technic.
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SECTION 1: History and definitions of leasing

1. History:
1.1 Origin and appearance:

« In 1984, while the leasing industry was reeling from the third major tax
change in four years, archaeologists found clay tablets from the ancient
Samarian city. They discovered that these tablets documented farm equipment
leases from the year 2010 BC... ».

Like we can see here, the leasing is existed for a long time; it has appeared
first with Samarian civilization and Babylonia. That makes us to contemplate
that leasing is an old method used in finance, thus, it means that this financing
way has been developing with time.

Fifty years later, the king of Babylonia in his famous Code of Hammurabi,
legislated the first leasing laws. The ancient civilizations of Egypt, Greece and
Rome enter in leasing transactions of real and personal property, while the
Phoenicians actively promoted leasing by rental ships to local merchants.

The first shows of leasing in the United States in the 1700's designed to
finance the use of horse-drawn wagons. By the mid-1800, railroad tycoons, were
battling to extend their private railroads across the country, required a huge
amount of new capital. Most banks, however, considered railroad financing
risky and refused to lend to the emerging transportation industry.

In the early 1900's, companies began to act as lessors for this equipment by
leasing it out while maintaining title to it. Often, the lessees would be the
shippers who wanted to control over their shipments without any responsibilities
of ownership. This method introduced the operating or true lease concept.
Meanwhile, other manufacturers were looking for additional ways to sell their
merchandise.

1.2 Development and internationalization of leasing :

Leasing returned to popularity during World War Il. Manufacturers entered
into cost-plus contracts with the government. These contracts allowed the
manufacturer to recover actual costs plus a guaranteed profit. In order to
minimize costs, many of these companies leased special purpose machinery

! www.slideshare.net/pk18july/the-history-of-leasing; ( Jeffrey Taylor frequently writes on leasing subjects and
has been published in the Molloy Monitor, Asian Leasing Journal, Journal of Equipment Lease)
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from the government. Companies discovered that they could return the
equipment to the government at the end of the lease, thus protecting themselves
against owning technically obsolete equipment when the war ended.

In the 1950's, consumers started to demand a vast array of goods. They
wanted speed, convenience and mobility. Manufacturers utilized leasing to help
overhaul old operations quickly and create new facilities for the production of
new products like televisions, advanced communications equipment and
airplanes.

People all around of the world know the meaning of leasing in investment
life, because the leasing is the most popular method of financing in the world,
consequently most of firms used leasing as a mean of financing.

Leasing has grown tremendously in popularity and today it is the fastest
growing form of capital investment. The popularity of leasing is evidenced in
the fact that 546 of 600 companies surveyed by the AICPA! in 1996 disclosed
lease data. Prior to the 1950s in the USA, leasing was generally associated with
real estate-land and buildings. Today, however, it is possible to lease virtually
any kind of fixed asset. In 1984 about 20 percent of all new capital equipment
acquired by businesses in the USA was financed through lease arrangements.”

In 2002, Leasing achieved 199 billion Euros, which represent an increase of
3, 43 % in real value than the last year. From 1994 to 2002, leasing sector was
more increasing with yearly rate of growth equal to 11%. All this is represented
in these two graphs®:

Source:www.Leaseurope.com

O Germany
79 2 > W UK

7% \‘q D O Haly
k O France
9%
h M Eastermnm Europe
13%% 18%6 O Mediterranean
B Benelux & Switz.
O Scandinavia

Figure n°1: Distribution of leasing in Europe

! Institute of Certified Practicing Accountants.
2 Determinants of Financial Leasing in Jordan (Finance & Banking Department, Mu'tah University, Jordan)
¥ www. L easeurope.com.
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Figure n°2: Evolution of Leasing in Europe

Since then, leasing is the most popular method of financing not only in the
USA, but also globally. It is estimated that leasing, in the late 90s, provides
about one-eighth of the world’s equipment financing requirements.

In 2004, financial leasing was the fastest rising way of financing fixed
assets all over the world. It was raised by 26% counting around 580 billion
dollars. The USA part count $241 billion taking over the funds provided through
the USA banks credit, bonds and equity. In addition, in the USA it shows that
fixed assets were purchased by the biggest 500 companies, 35% of these assets
financed by leasing in 2004."

Nowadays, Leasing is more increasing in the world, for example in USA
especial in New York City’s tech industry continue its strong growth, with an
increase in leasing activity.

The technology sector has become one of the fastest growing sectors in New
York City's office market, with total leasing volume for the sector growing by
more than 2000 percent from 2008 to 2013. Last year, the tech sector recorded
the largest growth among the sectors and beat its own five-year average by more

! Shamsi Bawaneh, Mohammad Al-Shiab «Determinants of Financial Leasing in Jordan», Finance &
Banking Department, Mu'tah University, Jordan.
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than five percent, like we see in this diagram there has been a large increasing in
growth of leasing’.

Figure n°3: Evolution of leasing from 2011 to 2014 in New York City’s tech (USA)

Tech hiring and leasing started 2014 off strong
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Source: New York City's Tech Office Leasing Doubles

In Algeria, leasing appeared only recently at 1990 and began to develop
after the implementation by the Government of a legal and a fiscal framework,
favoring its evolution and which gave birth to the leasing companies like ( ASL,
SALEM, ALC..)).

2. Definitions:
2.1 General Definition:

In USA and United Kingdom “Leasing” and in Latin “Credit —bail”, in
Arab “Idjar”... ». There are a lot of means of leasing in each area of the world,
and each mean includes a different definition of leasing, in general there are
three poles Anglo-Saxon, French translation and “Idjar” for Arab nation. In
France and UK, when we say leasing so there is a purchase option and this
option determine by the value of the goods in the market.

! http://www.worldpropertychannel.com /north-america-commercial-news/new-york-tech-office-space-jones-lang-lasalle-
twitter-google-amazon-ibm-january-2014-midtown-south-8042.php
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These terms represent different names for the same economic meaning: put
an arrangement with investors of goods to pay rents for irrevocable period.

In vocabulary Anglo-Saxon, term leasing means the renting match with
purchase option at the end of renting period, and the price of option determine
according to value of the goods in the market.

In French translation, name of leasing is credit- bail or «contrat de location»
it must match with purchase option for a set price.

Leasing is an agreement where the lessor conveys to the lessee in return for
a payment or series of payments the right to use an asset for an agreed period of
time. Therefore, leasing is a contractual agreement between the lessor and the
lessee that gives the lessee the right to use specific property, owned by the
lessor, for a specific period of time in return for stipulated, and is generally
periodic. An essential element of the lease agreement is that the lessor conveys
less than the total interest in the property.

Note that every lease transaction has three parties: The user of the leased
asset is called the lessee, while the owner of the property, usually the leasing
company, is called the lessor, and the third element is the manufacture. (The
supplier). Term lessee is pronounced « less-ee » not «lease-ee» and lessor is
pronounced « less-or ».2

According to « OTTAWA » convention of 28 May 1988, there was a
removing of certain legal impediments to the international financial leasing of
equipment, while maintaining a fair balance of interests between the different
parties of transaction, therefore the desirability of formulating certain uniform
rules relating primarily to the civil and commercial law aspects of international
financial leasing.

In the first article, Ottawa convention defines leasing as an operation which
one party (the lessor), on the specifications of another party (the lessee), enters
into an agreement (the supply agreement) with a third party (the supplier),
capital goods or other equipment (the equipment) on terms approved by the
lessee so far as they concern its interests.

2.2. Characteristics of leasing transaction:

! GERVAIS Jean-Francois. «Les Clés du Leasing », Edition d’organisation, janvier 2004, p 05
? Louis C. Gapenski. Healthcare Finance: an Introduction to Accounting and Financial Management Aupha
Press, 3rd Ed, 2005. p562
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The financial leasing transaction referred to in the previous paragraph is a
transaction which includes the following characteristics:

o The lessee specifies the equipment and selects the supplier without
relying primarily on the skill and judgment of the lessor.

o The lessor will acquire equipment by a leasing agreement, to the
knowledge of the supplier.

o The rentals payable under the leasing agreement are calculated so as to
take into account in particular the amortization of the whole or a
substantial part of the cost of the equipment.

This Convention applies to financial leasing transactions in relation to all
equipment save that which is to be used primarily for the lessee's personal,
family or household purposes. *

2.3. Leasing Basics:

1-Lessee wants to take or to acquirer equipment or goods and to keep the
purchase option for the final acquisition.

2-The lessor or company of leasing purchases goods for the renting to client.

3-The supplier (manufacturer or the seller) gives for lessee what they want
from goods, with conditions between supplier and the lessee. The supplier could
be Insurance companies or Government?.

In the end of contract, lessor gives a purchase option for the lessee, which
can help this last to obtain the equipment.

2.4. Leasing elements:

Leasing is a legal rent to the standard equipment. The duration of the
contracts is function of the depreciation period of tax funded materials (slightly
shorter if necessary). Contracts are accompanied by a residual value (option to
purchase at lease end) usually between 1% and 6% of the original equipment
duty-free price. Leasing rents are payable (at the beginning of period) and may
be linear or digressive, most often quarterly term.

¢ Amount: The Bank buys equipment from the 100% TTC.

! Ottawa convention(Articlel)
2 ABIDI. M, «Le Leasing Mobilier : Mode de Financement des PME/PMI », Revue CONVERGENCE N° 6,
décembre 2000, Revue éditée par la BEA, Alger, p 23
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¢ Rent: The payments of rents in pre-calculate flexibility of operation.
Represent the consideration (usually monetary) for the lease transaction;
this is what the lessee pays to the lessor.

The meaning of lease rentals is what the lessee pays to the lessor, but
these rentals change from one kind to the other for example between
financial lease and operating lease, the first one, the rentals recover the
lessor’s principal.

¢ Rate: Function of the fixed rates of the Bank, the commercial proposal
is always done on the amount of the rent. The residual value is in the order
of 1 to 6% of the initial value".

¢ Duration or a lease period: The term of lease period is the period for
which the agreement of lease shall be in operation. In some jurisdictions, it
Is an essential element in a lease operation. At the end of this period the
lessee has to return the asset (although lease terms may mean that this

« Right» is not likely to be exercised).

It may also be necessary, depending on local jurisdictions, to include
within the contract a certain period at the start of the lease where the lessee
may be given a right of cancellation. Beyond this period, the lessee may be
given a right of renewal. It is important to note that a lease cannot be
viewed as a lease if it is possible to interpret it as a sale of an asset to the
lessee.
¢ The leased asset: The leased asset must be non-consumable.
Legislation can impose some restrictions to this general rule. Therefore,
anything that cannot be owned or hold title cannot be leased, because to act
as a lessor one needs to buy the asset first.

The leased assets should be something that can be owned, a something
which cannot be consumable but can be amortized because all of that help
to facilitate operation lease, and to put the lessor in good situation when he
provides the asset, so the lease asset must be a strong thing to avoid
destroying this asset?.

2.5. Working of lease operation:
Therefore, «leasing is a financing operation at 100% in a particular, material
or equipment rental by the lessor (the leasing company or the owner) to the

! JEAN-Marc Béguin. Arnaud Bernard, Livre outils Finance: Essentiel des techniques bancaires, Editions
d’Organisation Groupe Eyrolles, Paris, 2008, P253.

2 MATTHEW Fletcher, RACHEL Freeman, Murat Sultanov, and Umedjan Umarov, Leasing in Development
Guidelines for Emerging Economies, INTERNATIONAL FINANCE CORPORATION 2005.
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lessee (user), which the lessor sale at the end of contract with unilateral promise,
for a price set when signing contract (call option) ».!

In practice, the leasing is a tripartite operation between:

A lessee, equipment operator.
Supplier of material or the manufacturer.
A financial company (lessor), owner of equipment.

Figure n°4: Working of lease operation

@ Choose the materiel
A

Supplier or the
Manufacturer

Y

Rent Purchase the materiel

Source: Pascal. PHILIPPOSSIAN, Le crédit-bail et le leasing, Ed. Organisation, SEFI,
1998, p 23.

Section two: Typology of leasing

Leasing takes several forms for each kind (movable and immovable
property), the most important are: (1) operating leases, and (2) financial leases.

All of them include a different meaning of leasing and its elements, and each
one of them represents leasing by many explications.

! pascal. PHILIPPOSSIAN, Le crédit-bail et le leasing, Ed. Organisation, SEFI, 1998, p.23.
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1- Operating leases:

«Operating leases is when the lessor is responsible for insurance, taxes, and
upkeep. May be it is cancelable by the lessee on short notice... ».

In this type, the lessor is responsible for anything happens to the asset like
maintenance and other things. This kind has several important characteristics:

First of all, with an operating lease, the payments received by the lessor are
frequently not sufficient to permit the lessor to fully recover the cost of the asset.
A primary reason is that operating leases are often relatively short-term (The
lease life may be much shorter than the economic life of the asset). For example,
if you lease a car for two years, the car will have a large residual value at the end
of the lease, and the lease payments you make will pay off only a fraction of the
original cost of the car. The lessor in operating lease expects to either lease the
asset again or sell it when the lease terminates.

A second characteristic of an operating lease is that it often requires that the
lessor maintain the asset. The lessor may also be responsible for any taxes or
insurance. Of course, these costs will be passed on, at least in part, to the lessee
in the form of greater lease payments.

The third and perhaps most interesting feature of an operating lease is the
cancelation option. This option can give the lessee the right to cancel the lease
before the expiration date. If the option to cancel is exercised, the lessee returns
the equipment to the lessor and stops to make payments.

The value of a cancelation clause depends on whether technological and/or
economic conditions are likely to make the value of the asset to the lessee less
than the present value of the future lease payments under the lease.

Operating leases (Usually a shorter-term lease); sometimes called «service
leases» generally provide both financing and maintenance.

Operating leases typically require the lessor to maintain and service the
leased equipment, with the cost of maintenance built into the lease payments.”

'Richard A. BREALEY & Stewart C. MYERS & Alan J. MARCUS, Fundamentals of Corporate Finance,
Alternate Fifth Edition, Fundamentals of Corporate Finance, Third Edition, By The McGraw-Hill Companies,
2001, P 548 & p550.
?Louis C. Gapenski, op. Cite, p562.
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2- Financial leases:

«A financial lease is the other major type of lease... ». In this type of leasing
the payment can recover the cost of lease asset; the different between operating
and financial leases is amortized or-payout lease, one is fully amortized
(financial lease) and the other one partially amortized (operating lease).
Sometimes financial leases called by capital leases.

With a financial lease, the lessee is usually responsible for insurance,
maintenance, and taxes. It is also important to note that a financial lease
generally cannot be canceled, at least not without a significant penalty. In other
words, the lessee must make the lease payments or face possible legal action.

The characteristics of a financial lease are:

o Particularly the fact that it is fully amortized.
o Make it very similar to debt financing.
o The name is a sensible one.

There are three types of financial leases that are of particular interest:
Tax-oriented leases, leveraged leases, and sale and leaseback agreements.
2.1. Tax-Oriented Leases:

A lease in which the lessor is the owner of the leased asset for tax purposes
is called a tax-oriented lease. Such leases are also called tax leases or true leases.
In contrast, a conditional sales agreement lease is not a true lease.

Here, the lessee is the owner for tax purposes. Conditional sales agreement
leases are really just secured loans. The financial leases we discuss in this
material are all tax leases.

Tax-oriented leases make the most sense when the lessee is not in a position
to use tax credits or depreciation deductions that come with owning the asset.
The lessee can benefit because the lessor may return a portion of the tax benefits
to the lessee in the form of lower lease costs. *

2.2. Leveraged Leases:

A leveraged lease is a tax-oriented lease in which the lessor borrows a
substantial portion of the purchase price of the leased asset on a non-recourse

! Richard A. BREALEY & Stewart C. MYERS & Alan J. MARCUS, op. Cite, P. 549
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basis, meaning that if the lessee stops making the lease payments, the lessor
does not have to keep making the loan payments. Instead, the lender must
proceed against the lessee to recover its investment. In contrast, with a single-
investor lease, if the lessor borrows to purchase the asset, the lessor remains
responsible for the loan payments regardless of whether or not the lessee makes
the lease payments.

2.3. Sale and Leaseback Agreements:

«Is a special type of financial lease, often used with real estate, which can
be arranged by a user that currently owns some asset...»".

Sale and Leaseback Agreements is a kind of financial lease, in this type the
user plays two roles one of them is to sell the asset to another person and the
second role is to lease the property back with predetermine period, so this is the
meaning of sale and leaseback.

Here, the user sells the asset to another party and simultaneously executes an
agreement to lease the property back for a stated period under specific terms. In
a sale and leaseback, the lessee receives an immediate cash payment in
exchange for a future series of lease payments that must be made to rent the use
of the asset sold. After that the lessee takes cash from sale of the asset and still
uses the asset.

Therefore, sale and leaseback occurs when a company sells an asset it owns
to another party and immediately leases it back. In a sale and leaseback, two
things happen:

- The lessee receives cash from the sale of the asset.
- The lessee continues to use the asset.

Financial leases are almost the same as sale-and-leaseback arrangements, the
major difference being that the leased equipment is new and the lessor buys it
from a manufacturer or a distributor instead of from the user-lessee. A sale-and-
leaseback may, then, be thought of as a special type of financial lease.

As in any operation of leasing, lease operation consists of two contracts, the
contract of sale and the contract of credit-lease, which are signed by the
undertaking concerned and the lessor.?

' Louis C. Gapenski, op. Cide, p563.
2 SIGONNEY. A, La PME et son financement, Ed. Organisation, Paris, 1994, p. 126.
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3. Other forms of leasing:

3.1. Nature of the contract object:

The legislative history leads to expand the scope of the regulation, and then
gives two types of leasing depending on the nature of the property:

e Movable leasing.
e Real estate (immovable) leasing.

3.1.1. Movable leasing:

Concerning the rental of goods, equipment and tooling. The firm concerned
generally chooses its equipment from a supplier. It is then intended to a leasing
company that buys from the supplier in place ,lessor takes the firm place and
rents it to the lessee (firm) over a period determined (usually from 3 to 7 years).
At the end of this period, the firm has the right to waive the rental, to renew the
contract, or to acquire equipment at a price that takes into account payments
during the lease. The user must also be affixed to the property rented a plate
indicating the property of the lessor. This property cannot be changed without
the agreement of the lessor and any damage must be reported to the owner who
also reserves a right of inspection.’

3.1.2. Real estate (immovable) leasing:

Following the success of movable leasing, it quickly became interesting to
extend this method of financing in buildings for industrial and commercial use
(shop, warehouses, factories...).Real estate leasing is the leasing by a financial
institution of real estate professional use to a company, which can eventually
become owner of all or part of these leased assets, and the expiry of the lease at
the latest.

! BouyACOUB Farouk, «L’Entreprise et le Financement Bancaire », Ed Casbah, Alger, 2000, p 256.
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Table n°1: Movable-Immovable leasing

Movable leasing Real estate leasing
Professional Object Chattel for professional Properties in professional
use use
Contract duration Amortization of material | Depreciation of the
building
Revocable period No > 7 years
Purchase option Weak amount Symbolic amount

Source : www.cofitem-cofimur.fr

3.2. The nationality of the contract parties:
3.2.1. Leasing national or internal:

Leasing considered as national if the lessor and tenant reside in the same
country.

3.2.2. International or cross-border leasing:

Leasing considered international if the lessor and lessee implanted in
different countries, which is subject to different regulations.

Leasing is distinguished from other forms of unilateral leasing by the
existence of a promise of sale from the outset of the contract by the lessor to the
lessee.

Leasing differs from other operations that are close (analogies of the
leasing), such:

a) The Renting:

It's a simple commercial contract (service) incorporating, in addition to
disposition of the property, various services, such as maintenance charged to the
lessor.

This legal obligation does not exist on leasing, even though it may be
offered to the tenant and its load with a policy of insurance. The framework

14
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called him the « full service ». It is the short-term rental where the lessor leases
the property to various companies successively, the activity of the renting
company is essentially hardware while the leasing company is distinguished by
its financial activity.

b) Hire - purchase:

It's a rental contract accompanied by a reciprocal promise for sale to the
lessor and the lessee. Unlike leasing, lessee doesn't have the option to buy at the
end of lease. It is committed to acquire the property after conclusion of the
contract of hire. By contrast the ownership is transferred at the end of the lease.

c) Rental with promise of sale or lease with option to purchase (LOA):

It is a rental contract accompanied by a unilateral promise of sale from the
outset by the lessor to the lessee, and there for a simple purchase option that it
can exercise or not at the end of lease. By simplification, leasing is intended for
businesses and professionals, while rental with purchase option is reserved for
individuals.®

Table n° 2: Comparison between leasing, simple rent and lease with Option

Leasing Simple rent LOA
Addressee Legal persons All clients Private
professionals
Tenant Tenant
Owner Lessor Company Company
Purchase option YES NO YES

Usul duration

fiscal Amortization

2 years at least

Contractual

Object

Movable or
Immovable goods

Movable or
Immovable goods

Movable goods

Source : Pascal PHILIPPOSSIAN, « Le crédit-bail et le leasing », Ed. Organisation, SEFI, 1998, p.26.

! Eric GARRIDO, « Le cadre économique et réglementaire du crédit-bail, Ed. Revue, Banque, 2002, p.96.
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d) The sale with reservation of title clause:

It is a contract of sale by which ownership of the property is transferred to
the buyer upon conclusion of the contract subject that it performs effectively
price. It is a sale and not a rental property with deferred payment.

e) The installment sale:

In the contract of sale, the property is transferred to the buyer upon the
signing of the contract of sale, and payment of the price is made according to
schedule. Previous operations are not the definition of leasing that had to
undergo some adjustments to particular cases.

Section three: characteristics of leasing
1. Advantages of leasing:

The financial leasing can play a very important role in developing financial
markets and in providing finance to firms, especially small-scale-ones (SME)
that face problems of obtaining credit from banks.

Financial leasing companies have a dual role, as on one side they
complement the banking sector with increasing the range of products and
services but on the other side they compete with the banking sector, forcing it to
be more efficient and responsive to the needs of their customers. Leasing has
been used in many countries as a means of expanding enterprises’ access to
credit.

Advantages of leasing in emerging markets lie in its separation of ownership
from economic use.

A. For the lessor:

Ownership provides stronger security. In countries where security laws are
not well developed or enforced by judges, secured lending of the type offered by
banks can involve considerable collateral risk.

Leasing offers the advantage of simpler procedures for repossession,
because ownership of the asset already lies with the lessor.

Lessors can pass on tax benefits associated with their depreciation to lessees
via reduced financing costs.

16
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The lessor is more secure in case of failure of repayment, especially if the
repossession procedure is simple.

B. The lessee:

Lies in allowing SMEs to have access to capital for investment. In addition,
leasing enables the lessee to leverage off the purchasing strength of specialized
lessor companies.

However, for larger enterprises with adequate collateral, they would be a
bank loan, suppliers’ credit, capital markets, and internal funds. With a leasing
industry, small and larger enterprises would seek leasing for equipment purchase
as their financing options in addition to the other alternatives.

Leasing is perceived as a substitute for debt to firms that are «too risky or
are unable to access conventional debt markets».

Leasing could play an important role in enhancing financial intermediation,
induces competition in the financial sector, and hence promote investment and
economic growth. Gains acquired by the lessee include:

©  Less strict requirements for historical balance sheets, giving to newly
established small-scale firm’s access to finance.

©  Little cash required as leasing can finance a higher percentage of the
capital cost of equipment than bank borrowing.

©  Lower transaction costs despite the relatively high spreads of leasing.
©  Provision of medium- and long-term financing for the purchase of
equipment.

©  Tax incentives as lessees can offset their full lease payments against
income before tax, compared to just interest on bank loans.

©  Leasing could be a less risky transaction. Being able to retain
ownership of the leased asset.

©  The specialized nature of leasing companies, combined with their
scale, can also lead to a higher level of efficiency. They can offer
efficiencies in dealing with government bureaucracies to negotiate and
secure investment incentives, import licenses.!

1 FINANCIAL LEASING IN MENA REGION: AN ANALYSIS OF FINANCIAL, LEGAL AND INSTITUTIONAL
ASPECTS
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© A strong leasing market can also benefit financial sector
development more generally by broadening the financial markets.

©  It’s has a sufficient credit history.

2. Usefulness of Leasing:

As any mode of financing leasing detects some disadvantages both for the
lessee and for the lessor.

A. For the lessee:

¥ If the company is not able to profit from the savings in tax, it is an
expensive means.

®  During all the period of hiring, the lessee is not a Master of the
rented goods; consequently the credits likely to be used as guarantees to
the creditors are reduced.

® In its recourse to leasing, the company assumes important and
irrevocable financial expenses in the medium term. Any cancellation is
excluded, even if the investment were to prove not very profitable.

®  Leasing against (especially psychologically) some contractors,
officer general of the small businesses, appreciate better to have in their
balance sheet their assets, assets which they use, to translate their business
assets, they then hesitate to resort to leasing that guarantees them yet their
future ownership by the purchase option *.

®  Financial downtime of equipment: the tenant has the option to own
at the end of the irreducible period of the contract and cannot therefore
take advantage of a market opportunity (increased) to sell with a plus-
value or to refinance itself.

®  Credit institutions now take into account leasing commitments in
the same way as liabilities carried on the balance in their assessment of
the level of indebtedness of a company.

¥ The main long reproach to leasing is the cost that is higher than that
of a medium or long term credit. In fact, the comparison in terms of rates
is difficult because leasing is not a typical credit and its cost does not only
depend on the rent money, it is also function of the services rendered

! GERVAIS Jean-Frangois, op. Cite, p 19
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(speed of financing, financing 100%, flexibility of rents...), the nature of
the well-funded and the amount of the transaction.

¥ Also, comparing institutions, leasing companies and banks have
additional management fees due to the fact that leasing involves a
triangular relationship between: supplier, lessor and lessee making more
expensive leasing.

B. To the lessor:

Credit lessor in the event of default by the lessee is subject to the vagaries of
the market: credit lessor to get rid as soon as possible to equipment that cannot
operate itself, is not necessarily to have the skills to get the best price.

®  Especially if the tenant does not become owner at the end of the
contract, the lessor is particularly sensitive to aspects maintenance,
monitoring, insurance of the equipment that guarantee a return, wanted or
not, equipment in a satisfactory condition. The lessor must therefore
endeavor to obtain guarantees and some control of the condition of the
equipment.

®  Responsibility: the lessor, the owner; also, it is held financially
responsible for damage caused by the lessee operator during the operation
of the equipment. It is therefore important to have insurance covering it in
its capacity as owner.

3. Risks of leasing:

As any operation of credit, the lessor must protect themselves against certain
risks associated with the operation of the leasing. These are mainly related to:

— The leased equipment, the object of the contract.
— Lessee and his future.
— The rate of interest.
3.1. Risks related by equipment, the object of the contract':

First and most guarantees, the lessor resides in the beneficial ownership of
the property which is the subject of the leasing contract. The main risks of lessor
to equipment are commonly referred to under the names of:

! GARRIDO, Eric, op. Cite, p. 61 & 82
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@ Composition risk: due to the failure of the lessee during the contract, the
lessor is then brought to recover the property, and sell it on the second-
hand market. It is then imperative that the residual debt, it means the
amount from the outstanding capital balance it not amortized by rents, or
less than the market value of the property.

@ Risk of residual value: in the event that the lessee would return the
property at the end of contract to the lessor, without seeking to acquire it,
should the financial residual value adopted for the determination of the
amount of rent does not exceed the market value of the property, under
penalty to reach a more or less significant loss to the lessor at the end of
rental.

In practice, these risks vary depending on data relating to the nature of
equipment, or to the characteristics of the supplier and to the structure of the
second-hand market.

It means, misuse of a property by its tenant can participate in reducing the
value of property before the end of the lease contract. Therefore the residual
value risk is a risk of depreciation of the monetary unit during the contract
period.

3.2. Lessee and their future:

As in any credit transaction, the quality of the debtor is important in the
mounting of a leasing operation. But this importance is relative. Of course,
assessment of the quality of the lessee is very close to that used for the granting
of a traditional bank credit. For a major facility, should be the future of lessee
details relating investment that it comes to finance, financial flows and the profit
that he would release.

3.3 Risk of interest rate (or margin)*:

The gross margin of a lessor has two distinct components: financial margin and
margin for resale.

I. Financial margin: is comparable to a margin of intermediation Banks.
It's the difference between the percentage of internal rate (or implicit
rates) to the leasing contract, and the cost of returns of capital invested in
the acquisition of the property, expressed as a percentage, as an interest

! GARRIDO, Eric, op.cide, p. 61 & 82
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rate. It is this rate differential which must generate the income necessary
to cover the administrative costs of the lessor, and lift the bulk of its
profit as the cashing of rents during the contract.

II. Margin for resale: corresponds to the difference between the resale
price of a recovered leasing or at lease end and the amount of capital
outstanding, unamortized by rent (i.e. the sum of the fees remaining
unpaid over the financial residual value). As we saw previously, this
component is very random, because the future normally is very remote at
the time: it varies depending on the nature of the property, of the supplier
quality, of the second-hand market. There is a risk that must be reduced
to a minimum.

Therefore, in a leasing transaction, the main cost to the credit institution is

that capital funded to acquire the property covered by the contract.
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Conclusion:

Among all financing products available in the world, leasing has a real
popularity insofar as the development of its use has affected the four corners of
the world with a penetration of more and more importance. This growth is due
to its flexibility as well as the diversification of its formulas, which is perfectly
adapted to the needs of firms.

This triangular character operation is based on two contracts:

— Sales contract concluded between the leasing company and the
supplier, for the acquisition of the leased property.

— Leasing contract concluded between the leasing company and its
client, whereby the leasing company will rent the property purchased
for the latter.

In the next chapter I will be dealing with the aspects of leasing, particularly
the legal and tax aspect and the other aspects like accounting aspects, and for the
third section we will introduce leasing operation in Algeria, all that is done with
the attention to explain the resort of this financial method in our country.
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Chapter two: The different aspects of leasing and its practice in
Algeria comparing with some others

Introduction:

The wide distribution of leasing is explained largely by the variety of
financial motivations, and many related services to it as well as the application
of economic flexibility.

A number of reasons seemed to point to the appropriateness of a legal
process on leasing specifically designed for use in developing countries and
transition economies. Accounting translation of a leasing operation differs,
depending on whether one takes an economic approach or legal of the original
contract.

This chapter deals with the elements of legislation, and supervision. These
are critical elements, because if we make effective changes within the leasing
sector, these changes will be necessary in the existing legislative framework.

This chapter will also be reserved for the presentation of the various
provisions governing the leasing in Algeria, on the legal, tax aspect, and then the
accounting aspect.

Finally, we will move to the presentation of the market for this new financial
product in Algeria.

To do this, we will use the following approach:

e The legal aspect of leasing.
e The accounting Aspect of leasing.
e Leasing in Algeria.
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Sectionone:  The legal aspect of Leasing

1. Generalities:

Leasing is essentially a financial instrument that works basically on its legal
framework; its success rests on how well leasing legislation relates to legislation
on finance.

« First, there was UNIDROIT’s own pioneering work in the field of leasing,
whether through its sponsoring of the UNIDROIT Convention on International
Financial Leasing...»."

This convention used to build a strong relation between countries to make
rules that help these countries to dealing with leasing.

The legal treatment of leasing operates from a country to the other with a
different way; Case law and legislation hesitate to define the lease agreement
perhaps for its complexity. So for that, there are a lot of interpretations in each
country. So for that, I would like to represent some features of this product in
some countries.

1.1. InFrance

Under French law, a fundamental distinction is made between:

v The mere of a simple lease without an option to purchase a granted to the
lessee (location simple).

The mere lease of property is subject to the civil code’s rules (Article 1709)

v’ Leasing of asset with an option to purchase given to the lessee within the
leasing agreement at a residual known value (credit — bail and location avec
option d’achat _LOA).

Leasing for professional needs is subjects to Articles L 313-7 to L 313-11
and R 313-3 to R 313-4 of the monetary and financial code whereas LOA (for
private needs) is subject to article 311-2 of the consumer code. As this leases
are considered to be credit arrangements to performance of such activity is also
subject to banking monopoly.

*Martin Stanford ,UNIDROIT’s Preparation of a Model Law on Leasing: the Crossing of New Frontiers in the
Making of Uniform Law. 2009. P 580.
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Leasing operation can be carried out in France, on a regular basis only by
entities properly licensed by (banque de France) for such purpose as credit
institution (Article L511-5 of the monetary financial code).

2. United kingdom:

There are no provisions under English law imposing restriction on leasing
business and any person that can enter into a valid legal contract can legally
enter into leasing transactions, so there is no problem to make leasing
agreement.

There are nevertheless, many other legislative or regulatory restrictions.
This may have an impact upon the nature of a lessor’s business.

The legal nature of equipment leasing is different from a lease of real
property. An equipment lease is strictly speaking a contract of bailment or hire.
It confers upon the lessee a contractual right to possession of the relevant
equipment, subject generally retention by the lessor of the legal right of
ownership of that equipment together with reversionary right of possession at
the end of the lease term.

Given the general commercial nature of leasing transactions, there are no
legislative provisions relating specifically to the form or content of lease
documentation. In relation to specific types of lease transaction there may well,
however, be legislation to contracts of a particular types that will dictate
elements of the form of documents.’

3. Arab countries:
3.1. InEgypt

The leasing was established in Egypt by Law 95 for the year 1995 with
further amendments in late 2003. Amendments allow the leasing of all assets,
including cars that were not permitted under the previous law; and land as long
as it is attached to a productive activity. In terms of institutional set up, since
June 2004 leasing companies (lessors) have come under the General Authority

! Leaseurope, A joint Leaseurope and KPMG assets Finance tax network publication, P 167 & P 585.
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for Free Zones and Investment (GAFI)!, which is affiliated to the Ministry of
Investment.

The law grants leasing companies a five-year tax holiday on the profits that
arise from their leasing activity. Such tax concessions seem to have been
exploited mainly as a tax shelter for large corporations, through the
establishment of captive companies. Not only are lessors exempted but lessees
also manage to get a tax exemption equivalent to net savings from rentals
created on the income statement, inflating expenses for the tenure of the lease.
This has been exacerbated with the changes made in the standard format of the
registration contract in July 2003, which increased the time required from one
week to a three to six months period.

3.2. Morocco:

The Ministry of Finance must approve their license after approval of the
Credit Institutions Committee. According to Article 21 of the 1993 Banking
Law, the Ministry of Finance will notify applicants whether they are granted the
license or not within six months of receiving an application.

> Law No. 1- 93-147 of July 6th, 1993 — referred to as the Banking Act is
the law regulating the leasing industry as it regards the activities of all
credit establishments and their control.

> Atrticle 8 of the Banking Act defines the leasing transactions as
«transactions of renting of capital goods, equipment or tools, or of
immovable property for commercial use with the possibility for the
lessee of acquiring at a date fixed with the owner and not later than on
expiry of the lease, all or part of the leased goods, at an agreed price
taking account of at least part of the rental payments».

Leasing in Morocco include the low efficiency of the legal and the judicial
systems. The efforts of authorities make concerning legal improvements would
only benefit the economy in the long run’,

! General Authority for Free Zones and Investment.
2SAHAR Nasr, Financial leasing in MENA region: An analysis of financial, legal and institutional aspects.
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2. The obligations of the participants in leasing operation

The legal nature of leasing requires three stakeholders of the following
obligations:

2.1. The lessor obligations:

Lessor has legal financial obligations and obligations related to the
property:

¢ The lessor must return the funds directly to the supplier as provided in the
contract. Then, he undertakes to meet the payment deadlines granted to
the user of the property. He should not claim the rents before their term.

% The lessor may purchase additional insurance for its own account. He
can also integrate in his offers package or maintenance costs and
insurance premiums are included in rent

% Financial conditions such as rebates, discounts and deadlines for
payments negotiated by the lessee from the supplier must be kept into
account in the calculation of rents.

% The legal obligation of the lessor is to publish the contract at the registry
of the commercial court of the lessee seat. They must not be deceived by
the financial surface of the lessee; the slip of publication must be as
precise as possible.

% The lessor essentially has a duty of abstention. They undertake to do
nothing that could interfere with the use and exploitation of the property
by the lessee.

% The lessor also has the obligation to transfer the ownership of the
property to the lessee, at the end of the contract, if the latter opts for the
acquisition.

2.2. The obligation of the lessee:

++ He must in return for the right of enjoyment, pay on the dates agreed, the
rent fixed by the contract.

% The leasing contract can be charged to the lessee the obligation of
maintenance as well as giving the lessor the right to check the status of
leased assets.
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s+ They are required to use the property rented in accordance with the
agreed use and conservation, the lessee has the obligation to insure the
property against any risk reducing its use.

* They have the obligation to do not a modification or sublet or the
mortgage without the lessor's consent.

¢+ At the end of the contract, the lessee shall hold the property leased, if he
does not throw the option of purchase on the agreed date or in the event
of non-renewal of lease.

2.3. The obligation of the supplier:

¢+ The obligation of supplier is to deliver goods to the lessee. This is
realized by the signature of the «minutes of receipt of the material »
jointly by the lessee and supplier. This report finds that the property is
delivered and complies with the command.

¢+ The supplier assumes an obligation of guarantee against latent defects to
the benefit of the lessee in case of inadequacy or failure of the
equipment.

¢ Finally, the supplier has the obligation of transfer the title of ownership
to the lessor on the instructions of the lessee.*

3. Tax aspect of leasing:

During the first six years of its introduction in Algeria, many tax measures
taken by public authorities to encourage this new mode of financing. These
measures were undertaken and established this in the different laws of finance
from 1994. These are reflected as follows:

a. Finance Act 1994
= Article 135:

Equipment imported as part of an international leasing benefit from the
system of temporary admission for the duration of the lease, which cannot
exceed 5 years.

b. Finance Act 1996
= Article 58 :

Purchasing of buildings under leasing operations is exempt from tax of land
publicity.

' Eric GARRIDO, op. Cite, P88.
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= Article 112 :

In the operations of financial leasing and operating lease, the lessor is
deemed fiscally and has legal ownership of leased property and as such, he is the
holder of the right to practice the amortization of this property.

The lessee has the right of deduction from the taxable benefit of rent paid to
the lessor.

= Article 113 :

In an operation of international leasing, foreign exchange gains generated by
financial flows in a currency are subject to income tax.

C. The Finance Law for 2001
= Article 11 :

The payment of 60% on the amount of the sums paid as rent, in a contract of
international leasing, to persons not established in Algeria.

The base of the withholding tax which is reduced by 60% for amounts paid
as rent to persons not established in Algeria.

d. Additional Finance for 2001 Act
= Article 02 :

Under contract of financial leasing, banks, financial institutions and leasing
companies are allowed to practice the depreciation straight-line or declining
assets, over a period equal to the duration of the leasing contract.

= Article 05 :

Is excluded from the taxable basis to business tax « The activity professional
tax (APT) or (TAP) », the part corresponding to the reimbursement of the
principal under the contract of leasing. In other words, only the interests
received by the sponsoring organization are taxable to the TAP.!

! Jaws of finance from 1994 to 2010
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e. The Finance Law for 2003
= Article 61 :

Equipment falling within the scope of the investment benefit of tax and
customs advantages provided by order No. 01 - 03 of August 20, 2001, relative
to the promotion of investment, when they are acquired by a lessor under
contract of financial leasing agreement by a promoter with increasing of benefit.

From this Act, all the fiscal and quasi-fiscal advantages provided by
Ordinance No. 03/11 of 20 August 2001 on the development of investment,
which benefits the lessee are also reported to the lessor.

f.  Finance Act for 2004
= Article 10 :

Even acts relating to real estate acquisitions by banks and financial
institutions governed by Ordinance No. 03/11 of 26 August 2003 on the
currency and credit, a credit-real estate lease, for the financing of investment,
are exempted from the tax of land publicity.

g. Finance Act for 2006
= Article 08 :

The system of linear depreciation for activities with leasing of coefficients
as follows:

= 1.5 for the goods (excluding furniture and office equipment and passenger
vehicle) depreciable for a period of less or equal to 5 years.
= 2 for depreciable property for a period greater than 5 years and less than
or equal to 10 years.
= 2.5 for depreciable property during a period longer than 10 years and less
than or equal to 20 years.
= Article 30 :

Removal of the requirement of the repayment of the VAT deducted in
respect of disposal of leasing, if the transfer takes place before five years.*

! laws of finance from 1994 to 2010
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h.  Finance Act 2007
Reduction the tax on profits of corporations from 30% to 25%.

i.  Finance Act 2009
= Article31:

Provides for the exemption of rents paid through the leasing of the value
added tax from the date of the enactment of this law until December 31, 2018.

Jj. The Finance Law for 2010
= Article 27 :

Prior to the finance Act provisions 2010 relating to the rules of depreciation
under leasing contracts continue to apply on a transitional basis, until 31
December 2012.

Thus, and as an exceptional measure, the lessor, continues to be deemed tax
credit have legal ownership of the leased property that he holds to the
amortization.

Economic owner of the property within the meaning of the new accounting
standards, lessee has the right of deductibility from taxable profit of rent paid to
the lessor credit.
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kK.  The tax system'

Taxation depends on the nature of the well-funded, there are two situations:
furniture leasing and real estate leasing. The taxation of leasing in Algeria can
be summarized as follows:

Table n°3: Movable leasing tax

I.  Taxsituation during the purchase of the property

Leasing company

VAT on purchase deductible from that collected in respect of taxable business.
Inscription of the property under assets in the balance sheet.

Depreciation on the basis of the purchase duty-free price.

l. Tax situation during the rental period

Leasing company(lessor) Lessee (user)

Rental income are taxable goods to:

4. VAT on the amount of collected rents. VAT paid at the company's leasing in addition to
5.  The (TAP) on the Bank margin of cashed the rent is deductible from the VAT payable on
rents. taxable business.

6. The (IBS) for companies with share capital. ) _
7. (IRG) for companies in person or individual Ren'gs paid are deductible expenses from taxable
businesses in the category of BIC. profit.

! According to instructions of General Directorate of taxes «taxation of the leasing».
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Table n°4: Taxation of real estate (Immovable) leasing.

l. Tax situation during the purchase of the property

Leasing company

VAT on purchase if the building is new construction or if it is acquired from a natural or
legal person whose business consists of the purchase of property for resale (merchants of
goods). (Trade Act).

No VAT if the building is purchased from an individual. (Civil Act); Registration fees.
Registration of the real estate asset in the balance sheet.

Depreciation on the basis of the acquisition price.

. Tax situation during the rental period

Leasing company(lessor) Lessee (user)

= VAT on receipts.
= (TAP) on margin seen on the cashed | VAT paid on the letting of immovable

rent. property is deductible VAT collected in
= Property tax on business properties. respect of taxable business.
= (IBS) for companies with share

capital. Rents paid are deductible expenses from

= (IRG) for persons companies or | taxable profit.
individual businesses in the BIC
category.

Section two: The accounting Aspect of leasing

The accounting for lease transactions has a number of complexities, which
derive partly from the range of alternative structuring available to the parties.
For example, in many cases leases can be configured to allow manipulation of
the tax benefits, with other features such as term and interest rate adjusted to
achieve the intended economics of the arrangement. Leases can be used to
transfer ownership of the leased asset, and they can be used to transfer some or
all of the risks of ownership. In any event, the accounting objective is to have
the economic substance of the transaction dictate the accounting treatment.

The accounting for lease transactions is one of the best examples of the
application of the principle of substance over form, as set forth in the IASC's
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Framework for the Preparation and Presentation of Financial Statements. If the
transaction effectively transfers ownership to the lessee, the substance of the
transaction is that of a sale and should be recognized as such even though the
transaction takes the form of a lease.

1. Leasing contract (IAS 17)

In September 1982, the international Committee of the accounting standards
«lASB» published the international "IAS 17" standard of accounting for leases.
From this standard we can distinguish different types of contracts.

1.1. Classification of leasing contracts according to 1AS 17:

The classification of rentals contracts depends on the reality of transaction
rather than the form of the contract. The distinction between simple lease
contract and lease financing is the degree of risk transfer and the economic
future benefits arising from the use of the leased asset:

A. Lease financing (financial leasing): it is a lease agreement that would
transfer to the lessee substantially all risks and rewards incident to
ownership of an asset with or without transfer of ownership at the end of
contract.?

B. Lease (operational leasing): It is an agreement whereby the lessor
transfers to the lessee for a fixed period, the right of use of an asset in
Exchange for payment or series of payments.

1.1.1. Classification criteria?

To be re-qualified in finance lease contract, lease must meet one of the
following conditions (paragraph 10 IAS 17):

The asset transferred to the lessee at the end of contract.

The lessee has an option to purchase the asset at a price sufficiently less
than its fair value when the option may be lifted ;

Duration of contract is when the service life of asset is close; i.e. that the
duration of the contract, by principle than the life expectancy of many, it
sensible covers almost all of the latter, there is no transfer of property.

! Abbas Ali Mirza & Barry J. Epstein, Wiley IAS 2003: Interpretation and Application of International
Accounting Standards, By John Wiley & Sons, USA, 2003, chapter 14.

> ROBERT J.F., MECHIN F., PUTEAUX H., « Normes IFRS et PME », Ed. DUNOD, Paris, 2004, p. 71.

> KADDOURI. Amar, « Cours de comptabilité financiére selon les normes IAS/IFRS », ENAG EDITIONS,
Alger 2009, p189.
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The present value of the minimum lease payments in respect of the rental
amounts to almost of the fair value of the leased asset.

The nature of the leased assets is such that only the lessee can use them
without making them major changes.

The lessee assumes the charges relating to possible termination of the
contract.

Profits and losses due to the change in residual value are borne by the
lessee.

The lessee has the ability to continue the lease for a second period, subject
of substantially rent less than the market price.

The discount rate used for calculation the present value of the minimum
lease payments in respect of the rental, is the implicit interest rate of contract,
and failing the lessee marginal borrowing rate:

> All other leases are leases (operating lease).
> The classification occurs at the beginning of the contract and
cannot be changed later.
1.2. The accounting treatment :

There are two classifications that apply to a lease transaction in the financial
statements of the lessee. They are as follows:

1. Operating.
2. Finance.

1.2.1. Operating lease :

The accounting treatment accorded an operating lease is relatively simple;
rental expense should be charged to income as the payments are made or
become payable. IAS 17 stipulates that rental expense be "recognized on a
systematic basis that is representative of the time pattern of the user's benefits,
even if the payments are not on that basis. «In case the lease payments are being
made on a straight-line basis» (i.e., equal payments per period over the lease
term), recognition of the rental expense would normally be on a straight-line
basis. However, if the lease agreement calls for either an alternative payment
schedule or a scheduled rent increase over the lease term, the lease expense

should still be recognized on a straight-line basis unless another systematic and
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rational basis is a better representation of actual physical use of the leased
property.

In the case of an operating lease there is no balance sheet recognition of the
leased asset because the substance of the lease is merely that of a rental. There is
no reason to expect that the lessee will derive any future economic benefit from
the leased asset beyond the lease term. There may, however, be a deferred
charge or credit on the balance sheet if the payment schedule under terms of the
lease does not correspond with the expense recognition, as suggested in the
preceding paragraph.

1.2.2. Financial lease:

According to 1AS 17, the lessee shall record a finance lease as an asset and
an obligation (liability) at an amount equal to the lesser of the fair value of the
leased property at the inception of the lease, net of grants and tax credits
receivable by the lessors, or the present value of the minimum lease payments.
For purposes of this computation, the minimum lease payments are considered
to be the payments that the lessee is obligated to make or can be required to
make, excluding contingent rent and executory costs such as insurance,
maintenance, and taxes.

The minimum lease payments generally include the minimum rental
payments, and any guarantee of the residual value made by the lessee or a party
related to the lessee. If the lease includes a bargain purchase option (BPO), the
amount required to be paid under the BPO is included in the minimum lease
payments. The present value shall be computed using the incremental borrowing
rate of the lessee unless it is practicable for the lessee to determine the implicit
rate computed by the lessor.

The lease term to be used in the present value computation is the fixed, no
cancelable term of the lease, plus any further terms for which the lessee has the
option to continue to lease the asset, with or without further payment, provided
that it is reasonably certain, as of the beginning of the lease, that lessee will
exercise such a renewal option.

1.2.3. Depreciation of leased assets:
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The depreciation of the leased asset will depend on how the lease qualified
as a finance lease. If the lease transaction met the criteria as either transferring
ownership or containing a bargain purchase option, the asset arising from the
transaction is to be depreciated over the estimated useful life of the leased
property.

Thus, the leased asset is to be depreciated (amortized) over the shorter of the
lease term or its useful life if title does not transfer to the lessee, but when it is
reasonably certain that the lessee will obtain ownership by the end of the lease
term, the leased asset is to be depreciated over the asset's useful life.

The manner in which depreciation is computed should be consistent with the
lessee's normal depreciation policy for other depreciable assets owned by the
lessee, recognizing depreciation on the basis set out in IAS 16. Therefore, the
accounting treatment and method used to depreciate (amortize) the leased asset
Is very similar to that used for an owned asset. The leased asset should not be
depreciated (amortized) below the estimated residual value.

At the inception of the lease the asset and liability (relating to future rental
obligation) are recorded in the balance sheet of the lessee at the same amounts.
However, since the depreciation charge for use of the leased asset and the
finance expense during the lease term differ due to different policies being used
to recognize them, it is likely that the asset and related liability balances would
not be equal in amount after inception of the lease.’

> Entries skip at the beginning of contract:

Leased equipment XXX

Lease obligation XXX

! Abbas Ali Mirza & Barry J. Epstein, op. Cite, chapter14.
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> The following entry will be made at the end of each year:

D C
Depreciation expense XXX
Accumulated depreciation XXX
> The scriptures pass at the end of year:
D C
Lease obligation XXX
Accumulated depreciation XXX
Cash XXX
Leased equipment XXX

2. Leasing contract (FAS)

Accounting for rentals according to FAS or “SCF” (financial accounting
system) contracts is not essentially different from the standard 1AS17; these
differences concerning the nomenclature of the accounts used are naturally
adapted to the Algerian system. SCF define the leasing contract and the lease
contract in article 135-1, which States: «... A lease contract is an agreement
whereby a lessor transfers to the lessee for a fixed period the right of use of an
asset in Exchange for a payment or a series of payments.

Leasing is a contract with the transfer to the lessee substantially all risks and
rewards incident to ownership of an asset with or without transfer of ownership
at the end of contract.

Simple lease contract means any contract lease other than a finance lease
contract...».
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Thus, this new accounting system classifies leases in, financial lease and
simple lease according to the economic reality; it means that the reality of
transaction through the following cases:

» Ownership of the asset is transferred to the lessee at the end of the
rental period.

> Lease gives the lessee the option to purchase the asset at a price
sufficiently lower than the fair value at the date on which the option may
be thrown so that, from the beginning of the lease, there is a reasonable
certainty that the option will be exercised.

» The length of rental covers most of the duration of economic life of
the assets even if there is no transfer of ownership.

» At the beginning of the lease, the present value of the minimum lease
payments in respect of the rental amounts at least to almost all of the fair
value of the leased asset.

» The leased assets are a specific, and only the lessee can use them
without making any major changes.

This below accounting treatment concerns a financial contract of leasing.
2.1.  Accounting treatment for the lessee:

A leasing contract is accounted by the lessee as a purchase on credit, in
accordance with the following general principles’:

> Registration of capital to the assets in the balance sheet property.

> Accounting for the debt corresponding to the liabilities (debts on
finance lease contract), in accordance with the general rules of accounting
of a loan (initial recognition at fair value or at the present value of future
disbursements, and accounting at each year-end with amortized cost).

> Accounting of a financial cost and a gradual repayment of the loan.

> Accounting for depreciation of the fixed asset and, where
applicable, impairment losses.

> Recognition of any deferred taxes related to the restatement of
contracts.

! Article 135-2 of the Ministerial Decree of July 26, 2008, laying down rules for evaluating and accounting,
content and presentation of the financial statements as well as nomenclature and the rules of operation of
accounts. (Official journal No. 19 of 2009-03-25).
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Since the takeover by the lessee, the property is recorded by debiting an
asset account and crediting the account of debts on finance lease contract.

When the payment of the fees provided in the contract, the amount of the fee
IS registered:

>  Credit a cash account.

> Thus, by debiting the account debts on contract of leasing (sub-
account 167) for part repayment of a share.

> By the flow of a financial costs account for party, interests on the
other.

In the accounts of the lessee the leased asset is depreciated according to the
rules concerning capital.

On the other hand, if there's no a certainty to become owner of the property
at the end of lease, the asset must be fully depreciated over the shorter term of
the lease contract and its useful life.

2.2. Accounting treatment for the lessor:

The leased property is recorded in the assets (for the financed amount) to the
account loans and receivables and liabilities in debts. Financial income is
recognized in product as the royalty payments by the lessee, so each user
charges made subject to a posting in the lessor as follows:

>  Credit the account of financial products (account n°763« Income
from receivables »).

>  Credit loan account concerned by repayment of capital (account
n°274 « Loans and receivables on leasing contracts»).

>  Charge cash account.

At the end of the contract, depending on the intended use, the property thus
taken may appear in stocks of the lessor (for a next sale) or in its capital (if the
lessor intends to use the property itself or will propose it in lease to other third

40



Chapter two: The different aspects of leasing and its practice in
Algeria comparing with some others

parties), or else the lessee exercises the purchase option and keeps the property
in its capital.!

Section three: Leasing in Algeria

1. Market of leasing in Algeria

After its introduction in Algeria, we find that leasing is a remarkable
evolution characterized by entry progressive new leasing companies (leasing
offer), and by the increase in the use of companies and professionals to this new
mode of financing (leasing request).

1.1. The offer of leasing in Algeria:

To better understand the evolution of this technic of financing in Algeria,
we considered it essential to present the financial actors who perform this
activity and practicing of leasing by these actors.

1.1.1. Algerian Saoudi leasing (ASL) 2

ASL holding is an international leasing company whose head office is
located in Luxembourg, incorporated on 21 November with a registered capital
to the tune of $ 20 million.

It aims to finance property imported equipment for professional use by
residents or practicing economic operators in Algeria.

Given that the BEA, Algerian shareholder, has a network of agencies spread
across the whole of the national territory, it brings the ASL from its network
operation, of the knowledge of its customers and provides active support for the
smooth running of its operations. Properties funded by the ASL are generally:

= The equipment of heavy transport, including ships and aircraft but also
equipment of side dishes likes the centenarians, cranes and trolleys.
= Computer equipment necessary for the management of the companies.
= Medical equipment.
1.1.2. Bank «AL BARAKA>» of Algeria

! Article 135-2 of the Ministerial Decree of July 26, 2008, laying down rules for evaluating and accounting,
content and presentation of the financial statements as well as nomenclature and the rules of operation of
accounts. (Official journal No. 19 of 2009-03-25)
2 Activity report of ASL, 1998, p.2.
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This is one of the first banks which practiced the leasing in Algeria, its field
of activity concerns not specific sectors.

1.1.3. The Algerian company of movable leasing «SALEM».

The SALEM is a subsidiary of the National Fund of mutuality agricultural
«CNMA>, approved by decision of the Bank of Algeria no 97/03 28 June 1997
«the withdrawal of approval n ° 97-03 issued to the Algerian leasing company
furniture leasing company SALEM SPA, dated 28 June 1997»".

Its capital is set at 1.65 billion from DZD detained at the rate of 1 billion of
DZD by the CNMA and 650 million of DZD by the BADR, the CPA, the CNEP
Bank and SOFINANCE.

The SALEM SPA is the first financial institution specialized in leasing in
Algeria, its primary objective was to establish agricultural mutuality in an
agricultural financial group which keeps its mutual status and provide financial
services: insurance, banks, leasing. This company was financing the agricultural
sector (traction equipment, harvest, etc.), the sector of the food industry (mills,
canneries seafood, etc.) and fisheries sector (trawlers, sardines, etc.).

1.1.4. The financial investment of participation and Investment Corporation
«SOFINANCE»

SOFINANCE, it is corporation, and is a public financial institution licensed
by the Bank of Algeria on January 09, 2001, with a registered capital of 5 billion
of DZD.

Its purpose includes all trades developed by the Universal Bank (financial
intermediation, encourage the creation and development of companies)
excluding deposits clients and management of means of payment.

Financed by leasing mainly:

= Public works and buildings equipment.
= |ndustrial vehicles.
= Machines

'Official Journal n ° 60 of October 19, 2008, p. 27.
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1.1.5.  Arab Leasing Corporation (ALC)

Arab Leasing Corporation is a financial institution established on 06
October 2001, but its activity began on February 20, 2002. Its capital is set at
758 million from AD:; it is underwritten by the following shareholders" :

= Arab Banking Corporation-Algeria (ABC-Algeria) : 34%
= The Arab Investment Company (TAIC) : 25%

=  CNEP bank: 20%

= DIGIMEX? : 09%

= International Financial corporation (IFC)*: 07%

= ALGEMATCO : 05%

The purpose of (ALC) is to carry the furniture financial leasing operations
in order to contribute to the development of Algerian companies and provide
assistance to the liberal professions by financing medium-term in accordance
with the regulations in force.

Its field of intervention concerns mainly constructions, public works,
transport, the processing industry and also the medical field.

1.1.6. Maghreb Leasing Algérie « MLA »

MLA is a new financial institution to Tunisian and European capital,
approved by the CMC in October 2005. It commenced operations in May 2006.

MLA has a share capital of 3 500,000,000 DA, Algerian subsidiary of the
Tunisian «Tunisia leasing Group» financial institution (TLG). It has as main
shareholders:

= Tunisie Leasing *: 36%

= La banque tunisienne Amen Bank’: 25%

= Dutch FMO : 20%

= Proparco, branch of the French agency of development : 10%
= Maghreb Private Equity Fund : 5%

= CFAOQO: 4%.

! Activity report of ALC, 2005.p.1.

%It execrates in imploration and distribution of building materials.
%It is a subsidiary of World Bank.

* Leasing leader in Tunisie.

® Second private bank in Tunisia.

43



Chapter two: The different aspects of leasing and its practice in
Algeria comparing with some others

It targets first funding for expansion of SME’s and the liberal professions by
the acquisition of the necessary equipment for their business.
1.2. Demand for leasing in Algeria

After the promulgation of Ordinance No. 96/09 January 1, 1996, businesses
and Algerian companies are authorized to use the leasing for the acquisition of
their equipment.

This product is intended in particular to small and medium enterprises, as
well as the liberal professions. Large companies can also use.

1.2.1. SME/SMI :

Small and medium-sized enterprises "SMEs" and small and medium
industries "SMI" is a very important part of the economic fabric Algerian.

These are often confronted with several obstacles for growth and financing,
because access to bank financing in the medium term for this category of
companies remains limited due to the inadequacies of equity on the one hand,
and the constraints imposed by the Bank on the other side. i.e.:

" The requirement of guarantees often impossible.
" Rate of interest and the repayment terms binding.
" The refusal of risk-taking by banks.

" The cumbersome administrative procedures.

Faced with these problems, leasing appears as the most appropriate solution.

Indeed, the core business activities of SME/SMI through leasing in
Algeria are agriculture (especially for the acquisition of tractors and combine
harvesters), fishing (mainly for the financing of the trawlers), agriculture (for the
financing of processing machinery), and transport (for the acquisition of rolling
stock).

1.2.2.  Liberal professions

Due to the benefits of leasing, professions have found leasing more adequate
funding to expand their markets and develop their trade Fund.
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In different sectors of liberal professions, the medical sector which is the
leader. These are generally physicians and dentists who access to financing by
leasing of equipment for professional use. This formula, it allows them to:

= Renew their equipment at their own pace without worrying about
their depreciation.
= Clearly identify operating costs: the invoice is transparent, it
indicates the effective and actual cost of the operation of the equipment,
to pay fixed.
1.2.3. Large business

Large companies are also dealing with leasing, because it is the appropriate
means to satisfy their needs, and because the different benefits that their
available, it allows to balance the activity with the mode of investment cycle and
also gives the possibility to increase and renew their production capacity.

In Algeria, sectors of activity of large companies that use the leasing are
most often:

= The sector of hydrocarbons for the acquisition of drilling equipment.
= The public works sector, for the acquisition of loaders, dumpers,
excavators, bulldozers, mixers, trailers and semi-trailers.
. The industry sector for the acquisition of cranes, forklifts, large
machines comply with their activity.

2.  Legal aspect of leasing in Algeria

«Leasing is one of the modes of financing recently introduced in Algeria...».
The legal framework governing this activity was implemented in 1996 by order
96/09 January 10, 1996.

The regulatory framework of the leasing consists of two executive decrees
and settlement Bank of Algeria. It comes to:

» The Decree Executive No. 06-90 20 February 2006 laying down the
procedures for advertising furniture (movable) leasing.

» The Decree Executive No. 06-91 of 20 February 2006 laying down the
procedures for advertising of real estate (Immovable) leasing operations.
> Regulations No. 96-06 laying down the modalities of establishment of
leasing companies and the conditions of their approval.
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And there is in Algerian regulation some main tax measures in favor of the
credit lease financing:

» Deductibility of the taxable profit of the paid rent to the lessor (law of
finance 1996).

» Exclusion from the scope of the (TPA) from the amount of rents
collected relating to the amortization of credit financial lease (finance
complementary 2001 Act) operations.

» Alignment of the period of depreciation of fixed assets on contract of
financial leasing (finance complementary 2001 law).

> Benefit of equipment falling within the scope of realization of
investment, tax and customs benefits provided by Ordinance No. 01-03
August 20, 2001, relative to the development of the investment, when
these equipment are acquired by a lessor under financial leasing contract
credit agreement with a developer who enjoys the aforementioned benefits
(Act of Finance 2003).

» Authorization of banks, financial institutions and corporations engaged
in leasing operations to align the tax depreciation of assets acquired under
leasing financial depreciation of the credit (Finance 2008 Act).

» (VAT) Exemption of acquisition transactions by banks and financial
Institutions in leasing (law of Finance 2008) operations.

» The (VAT) exemption for the rents paid by credit, lease on agricultural
machinery and those relating to agricultural products in Algeria
(complementary finance law 2009) activity'.

! Article 135-1 of the Ministerial Decree at July 26, 2008, laying down rules for evaluating and accounting,
content and presentation of the financial statements as well as nomenclature and the rules of operation of
accounts. (Official journal No. 19 of 2009-03-25).
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Conclusion:

The development and the emergence of leasing reflect the interest it brings
to companies, it is as well as in some countries, having a particular framework,
this financing technic could play a leading role particularly important in the
development of certain sectors of activity where this product is used to satisfy
specific needs.

Through this theoretical part, we presented the leasing, its principles, its
different features and aspects in some countries and in our country, explaining
the use of undertakings in this product, in fact it is a technic much more complex
than a simple series of rents followed by an option to purchase at the end of the
contract.

From this chapter, we have achieved the following results:

The accounting treatment of a leasing operation is explained by IAS 17
and the FASB according to economic ownership, in order to give an
economic image to the company.

The legal context of leasing is explained by Ordinance No. 96/09, 1996.
Leasing market in Algeria dominated by banks and private financial
institutions.

The practice of this technic of financing in Algeria especially in Housing
Bank for trade and finance. In order to represent this mode of financing and
determine the reasons of choosing this new technic of financing, will be studied
in the next chapter.
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Chapter Three: Practical case: Financing by leasing in Housing
Bank for trade and finance-Algeria

Introduction:

In Algeria, there are a few firms dealing with leasing because leasing is new
in our country. The first company of leasing in Algeria is ASL holding, in 29
November 1990, and the next one is SALEM established at 1997, and after that
a lot of banks are specialized in leasing like Housing Bank for Trade & Finance
— Algeria.

The Housing Bank for Trade & Finance — Algeria, started its activities in
October 2003, to offer various financial products and among them leasing.

Housing Bank for Trade & Finance — Algeria starts its first leasing research
in 2007. In the same year a proposal for the establishment of the activity that
was presented to the board of directors of the Bank. The decision to launch the
activity was taken in June 2010 followed by the establishment of the Directorate
of the leasing in March 2011. First operation was performed in September 2011.

In this chapter we must see the presentation of Housing Bank for Trade &
Finance — Algeria and the treatment of leasing in this bank and then make a
benchmarking study including financing by Leasing vs. financing through
classical credit.
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Section one: Presentation of Housing bank for trade and finance-

Algeria and its activities

1. General presentation:
1.1. Company constitution:

The Housing Bank for Trade & Finance — Algeria relies, besides the capital
experience of its parent bank, on capital is starting from 2.4 billion Algerian
dinars or about $ 30 million US and brought to 10 billion dinars, or about 150

million USD. This capital held by financial institutions with is a rich track

record in the field of investment.

Source: Activity report

Shareholders No. of Shares %
The Housing Bank for Trade & Finance - Jordan 6,117,075 61.17%
Capital Investment Holding Company - Bahrain 2,382,925 23.83%
Libyan Arab Foreign Investment Holding Company - Algeria 1,500,000 15.0%
Total 10,000,000 100.0%

Table n°5: Main Shareholders as on 31/12/2012
o The Bank’s Shareholders:
- Paid in Capital: DZD 10 000 000 000.
- Share Nominal Value: DZD 1000.
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Source: Activity report of housing bank

m The Housing Bank for Trade & Finance - Jordan

M Capital Investment Holding Company - Bahrain

Libyan Arab Foreign Investment Holding Company - Algeria

Figure n°5: presentation graphic of company constitution

1.2.  Addresses of Head Office & Departments:

To do its job, Housing bank for trade and finance- Algeria exist in 16; street
Ahmed Ouaked, Dely lbrahim — Alger, and it also has many branches in
Algeria, which are:

1. Blida BranCh s Street of Larbi Tebessi N°61 — Blida.

2. 0Oran BranCch s 10, Coop El Bahia, Hai Essalem ex Saint Hubert-
Oran.
3. Setif BranCh s 20, Boulevard du ler Novembre 1954 — Sétif.

4. Dar El Beida Branch === 59 rue Mohammed Khemisti, Dar El Beida,
Alger

2. The objectives and missions of Housing Bank
2.1. Objectives of Housing Bank:
> The Housing Bank for Trade & Finance - Algeria is based on a wealth
of experience and knowledge acquired during more than thirty years in
the financial and banking field.
> Housing Bank Algeria invests the Algerian market with the ambition
to earn the trust of its customers, for mission to offer its customers
products and banking services modern, quality and consistent with
their needs and expectations.
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> Its policy is to implement a system of quality management to ensure a
steady growth of its results and occupy a significant place on the
market. To do this, it is fixed as currency satisfies its customers,
promote its staff and develop teamwork.*

2.2. Missions of Housing bank:

A. Offer to customers, businesses and individuals, modern, quality
banking services and products and meet their needs and expectations.

B. Participate in the promotion of banking and financial activity in
Algerian market. Satisfy customers, promote our staff and develop
teamwork.

2.2.1. Activities of the Housing bank for trade and finance:

Whether you are individual, business, or enterprise, Housing Bank Algeria
offers a wide range of products and services.

This includes products of the housing bank for trade and finance-Algeria,
and those activities are:

o%

x5 Financing products:
- Import financing
- Leasing
- Purchase raw materials and good
- International VISA CARD
- Investment credit.
X Placement products:
- Dinars placement.
- Currencies placement.

x5 E-Services:

- Monetique.

- E-Mailing.

- Web Banking.
- SMS Banking.

! Housing bank activity report.
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3. Organization and performance of Housing Bank:

During my training period in Housing Bank specially in leasing department,
| got in touch with the organization of this department or direction and some
other directions.

This is some function of each department:

e Agency Director:

Director of agency his mission is to implement the action plans to achieve
the goals of the Agency (in terms of resources, jobs, recovery of debts, market
share).

e Credit Department:

Director of Credit his mission is to find the balance between prudence
meanwhile financial commitments of the Bank and the imperatives of turnover
in the granting of credits

e Leasing Manager:

The Director of Leasing has for mission to implement the policy of the
Bank faced of leasing, to develop the commitments by the leasing portfolio and
ensure the best conditions of security.

¢ Risk Management Department:

The Director of risk Management is to ensure the collaboration with
operational structures than the major risks to which the Bank is well identified
and proposes the appropriate devices to cover. It verifies the effectiveness of the
internal control of the Bank and makes reports and recommendations on the
subject to the Executive Director.

eFinance Department:

Finance director, his mission is to establish the financial strategy and
overseeing the financial management of the Bank. Its main mission is to
optimize the financial management of the Bank.
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e Audit Department:

Control and Internal Audit Director is to assist the Bank to discover the
facts, identify deviations from repositories, identify potential problems, assess
risks, and diagnose the causes leading to recommendations for action.*

3.3. The Bank’s Financial Performance:

With the exception of the exercises «2011 and 2012», where the results of
the Bank, although positive, accuse a decline due to a policy of caution and
expectations continued for provisions, financial indicators of the Bank registered
during this period have a permanent increase which reflects the good financial
health of the institution.

Source: Balance sheet of the bank

Blance Sheet

Total Assets 40,550,336,160| 30,285,334,009

Total Liabilities 40,550,336,160| 30,285,334,009

Income Statement

Profit for the year 1,44.0,520,019 1,089,339,048
OFF BALANCE SHEET

Obligations 29,254,074,291 |20,661,899,206

Guarantees 19,606,799,941 |13,638,818,479

Table n°6: Financial situation of Housing Bank

3.3.1. Operations results

During 2012, the Bank was able to achieve net profits before tax amounting
to DZD2017.3 million, an increase of DZD498.1 million or 33% over 2011;
whilst net profits after tax amounted to DZD1440.5million, an increase of
DZD351.2 million or 32% over the previous year. This growth in profits asserts

! Bank flowchart
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the Bank’s capability to invest its funds with high competency and in line with
the strategy it pursues through activating the long term banking relations with its
customers, developing business with them and attracting more new customers
from various targeted economic sectors.

Source: Housing bank activity report.

DZD billion Profits

2010 2011 2012 2010 2011 2012

Profit after Income Tax Profit before Income Tax

Figure n°6: Profits of the bank during 2010 to 2012

The details of the operating results achieved by the Bank during 2012 are as
follows:

= Net income increased from DZD2.5 billion during 2011 to DZD3.1
billion during 2012, an increase of DZD556 million or 22%.

= Net interest income increased from DZD703 million during 2011 to
DZD845 million during 2012, an increase of DZD142 million or 20%.

= Net commission income increased from DZD1.1 billion during
2011 to DZD1.3 billion during 2012, an increase of DZD230 million or

21%.
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3.3.2. Financial Position:

The Bank’s assets grew by DZD10.3 billion or 34% since the end of 2011 to
reach DZDA40.6 billion at the end of 2012. Such increase has been achieved as a
result of increase in the customers’ deposits and increase credit portfolio. It is
worth mentioning in this context that the Bank retains a balanced combination of
fund sources and the uses thereof within its liquidity management system.

3.3.3. Customers‘ Deposits:

During 2012, the balance of Customers’ deposits with the Bank increased by
DZD5.3 hillion, or 44% from the balance at the end of 2011 to reach DZD17.3
billion at the end of 2012.

3.3.4. Credit Portfolio:

The credit portfolio increased by DZD1.9 billion or 19% from the end of
2011 to reach DZD11.8 billion at the end of 2012. It is worth mentioning in this
context that the off balance sheet commitments witnessed a significant increase
in both outward L/Cs and L/Gs.!

Section two: Procedures of leasing treatment
1. Leasing in Housing Bank for trade and finance- Algeria

The bank has a portfolio about 50 contracts that generally represent a close
commitment of 550 million dinars. Customers of the bank are primarily the
companies of BTP; they are present also in manufacturing industries such as
leather or paper processing, and in medical equipment.

To use financing by leasing we must choose a contract, Housing bank
offered Standard contract, which is common to the whole of the professions.
Their duration on the other hand is variable and can spread from 2 to 5 years
depending on the type of equipment financed. It is as well as for the hardware,
for reasons of technological obsolescence, the times are closer to 2 years while
for equipment to the construction industry, they are generally close to 5 years.
However, everything is negotiable with the client on the basis of a standard
folder which is very simplified compared to what is required for example for a

! Housing bank activity report.
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classic investment financing. Rents can be monthly or quarterly and are
calculated according to the repayment ability of the client.

1.2. Characteristics of leasing in housing Bank:
Leasing is a technic of financing which utilizes three principal actors:

- The supplier that is a manufacturer or salesman.

- The lessor in fact the bank which bought the goods to rent it for its
customer.

- The tenant or the lessee who takes in hiring the goods by reserving
the option definitively to acquire it at the end of the leasing agreement.

2. General conditions of financing:

It is advisable to specify initially, that the mode of financing by leasing type
that the housing bank for trade and finance-Algeria, proposes to set up relates to
the goods (material and equipment) of professional or industrial use.

With the financing by leasing the material and following equipment are
eligible:

3. Vehicles of tourism of strictly professional use.
4.Commercial vehicles for the goods and passenger transport.
5.Machines and materials of public works.

6. The equipment of handling and drilling.

7.The medical equipment and materials.

8. Industrials equipment.

2.1. Shares to be financed:

The operation of leasing is financed at 100% by housing bank, however one
1st strong rent could be required taking credit going from 5% to 20% according
to the study of the risk

2.2. Financial Conditions of installation:

2.2.1. Duration of the credit:
This one will relate to medium term and from this fact it will vary from 02
to 05 years according to the nature of the equipment or material to
finance.
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2.2.2.

2.2.3.

2.24.

2.2.5.

2.2.6.

2.2.7.

2.2.8.

2.2.9.

The margin rate:
Majority of the financial operators in the field of leasing are very reluctant
to display their margin rate. This is not the policy pursued by Housing
Bank Algeria. In particular that with application of the new accounting
standards IFRS, the client is implicitly consider as the owner of the
equipment which is the subject of the leasing contract. For this reason, the
margin rate should be displayed clearly. It is also more often subject of
negotiation with the client and varies depending on the risk associated
with the contract. In general, it stands at around 12% what remains very
moderate compared to the practice of the market in which is not
uncommon to find margins that far exceed this rate.
Rent:
Are established by taking account of the amount and the duration of
leasing and can be constant, linear, decreasing according to the activity of
taking credit. The rents applied by Housing bank is monthly or quarterly
and they can have in the long term fallen or has to fall.
Residual value:
This one will be able to be fixed or to lie between 1% and 2% of the
amount to acquisition of material or the equipment.
Methods of payment of the rents:
The payment of the rents will be carried out by the handing-over with the
cashing of the promissory notes held by housing bank.
Agency fee of the files of leasing:
An agency fee is planned for engagements in leasing; this one will be
posted on our conditions of bank.
The limit operational time:
The deadline of use would not know exceeded one year from the date of
signature of the authorization ticket.
Fees registration (taxes) and of inscription (CNRC):
Must to apply in accordance with the regulation into force on the matter,
are with the load of the lessee and will be compensated by the agency fees
of the file.
The collection of guarantees: Leasing has many risks which are:
The risk binds by the quality of the lessee.
The risk associated with the quality of the good that was chosen by the
lessee.
The risk associated with the depreciation of the equipment.
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3. The different phases of treatment:

3.1. Procedures of treatment the requesting of financing by leasing:

Firstly, the lessee must provide a file made up of indicated hereafter in
double specimen and must be deposited either on the level of one agencies or the
level of the sales management or the direction of leasing.

The file of the lessee must contain what follows according to the legal
nature of the applicant

After that, implementation of the decisions of financing: In the event of
agreement of the committee of credit and the reception of the ticket of
authorization, the installation of financing in leasing will follow the following
procedures:

> To inform the lessee.

> To invite the taking credit (lessee) to sign the contract of leasing.

> To establish the final bill book of rents payments and the residual
value and the expenses.

> To confirm the order with the supplier and to fix a possible date of
removal material or the equipment.

> To follow the delivery of the equipment or the materials.

> To subscribe insurance in all risks for financed material whose
expenses will be with the load of the taking credit.

3.2. Procedures to receive goods financed by leasing:
3.2.1. The signing of contract the supplier of equipment:

Funding will not know a beginning of consumption than after completion of
all the formalities prescribed in the authorization ticket.
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3.2.2. Delivery the property:

The Bank may instruct the client to receive and install the equipment as well
as to carry out all the administrative procedures or other related.

A verbal trial of provisional acceptance of material, jointly between the
lessor and the lessee and the supplier in triplicate. This document once signed,
allows the Bank to precede the payment of supplier.*

3.2.3. The commissioning of equipment:
During this phase of the operation the Bank must ensure that it has:
v Collected the required guarantees.
v/ Affixed to the equipment an inventory number.
3.2.4. Maintenance of equipment:

The lessee, as stipulated in the leasing contract, is responsible for the
periodic maintenance of the equipment.

3.2.5. Payment of rent:

Rents are paid according to the periodicity set out in the payment schedule
and the leasing contract.

The account of the lessee must be sufficiently funded to ensure periodic
rents without incident.

Any delay in settlement over a period of 48 hours will be brought to the
knowledge of the client by mail with acknowledgement of receipt; to regularize
its situation otherwise recovery through legal channel will be started within a
week.

3.2.6. End of the contract:

At the end of leasing contract, branch of leasing in collaboration with the
Department followed by commitments and the directorate of legal affairs, will
proceed the transfer of material to the residual value in accordance with a
schedule for payment of rents and leasing contract.

! Leasing direction report
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3.3.  The credit-lease contract:
3.3.1. The mandatory terms of the leasing contract:

Under the terms of the above-mentioned Ordinance to leasing, the leasing
contract mentioned expressly in its object:

» The guarantee to lessee of uses and enjoyment of the leased
property for a minimum period and at a fixed price in advance, as
was the owner.

= Insurance to the credit perception of a lessor amount of a rents term
called «irrevocable period» during which it can be put at the end of
the lease, unless otherwise agreed parties.

=  The possibility for the lessee to acquire the property leased to a
residual value taking into account rental income, if he decides to
exercise the option of purchase.

3.3.2. The proxy clause of the leasing contract:

These clauses are important and they are protective of the interests of the
Bank.

Leasing offers the possibility to transfer to the lessee all rights, obligations,
benefits, drawbacks and risks associated with the ownership of the property
financed by leasing and the exemption of credit lessor's obligation generally
chargeable to the lessor.

Thus it should be charged to the lessee credit all obligations which usually
the owner of the leased property. It must provide:

e The installation of the leased property at its expense and risk.
e The obligation of maintenance and repair.
e The obligation of insurance in all risks.

3.4.  Transit operations:

Customs clearance and transit operations will be entrusted to a freight
forwarder, which can chose by mutual agreement with the buyer credit of
equipment, the supplier shall transmit to the Housing Bank:

= Fax delivery particulars (name of ship, packing list...)
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= By express mail (DHL, TNT, UPS...), a complete set of clearance
documents in addition to those transmitted by the banking channel.
This information will be provided to the freight forwarder to repair the
file of customs clearance and thus avoid delays which could be
detrimental to the Bank and the buyer credit such as demurrage, charges.
=  Control & coordination : The leasing Directorate shall designate
an agent who will be responsible for:
> Monitoring of import operations.
> Relations with the insurance company and the freight
forwarder.
>  Coordination with the lessee for the removal of the material
or equipment reception.
3.5. Accounting treatment for the leasing:

The accounting scheme of the leasing operations with margin recorded in
the mobilization of the credit as well as accounting for leasing acquired by
import transactions is as follows:

3.5.1. Material codes:

Housing bank is involved in financing credit-lease of equipment and
materials listed and codified as follows:

o Equipment rolling stock (trucks & buses): category A.
o Commercial vehicles: category B.
o Machinery and equipment for public works: category C.
o Lifting, handling and drilling equipment: category D.
o Machines, tools and miscellaneous equipment: category E.
o Medical equipment: category F.
3.5.2. Clients codes :

The customer of the Bank is identified by its current account opened with
one of the agencies. This account must be included on all invoices of leasing
rents, correspondence and business records to share with clients benefiting from
the leasing.’

! Leasing direction report
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3.5.3. Accounting for the commissions study and case management:

DEBIT

CREDIT

220

140 Customers current

account

No
VAT
exemption.

management (commission)

341 140 Collected VAT.

management (no taxes).

704 350 Commissions of studies and files

704 353 Commissions of studies and files

3.5.4. Accounting for the mobilization of the leasing operation:

DEBIT CREDIT REMARKS
205 100 leasing (main
+margin).
340 900 short term leasing
operation (main)
365100 leasing margin
(margin).
3.5.5. Regulation of rents on credit — lease:
DEBIT CREDIT REMARKS

220 140 Current account
of customers
(main + margin + VAT)

Non collected VAT case
of exemption

205 100 Leasing

(' main + margin)

341140 Collected VAT
on margin

365 100 kept margin
( for the margin)

704 300
with taxes

leasing margin

Or

704 303 leasing margin
without taxes

Case of an client is

exempted from VAT
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3.5.6.

3.5.7.

Accounting (tax) registration and publication fees:

DEBIT

CREDIT

REMARKS

604 340 costs of recording
the lease contract.

261 050 short term leasing
operation (provision).

Regulation with advances:

DEBIT

CREDIT

REMARKS

220 140Customers current
account (main + margin)
(Period+ commissions).

365 100 Kept lease margin
(For the rest margin).

205 100 Leasing.
341 140 Collected VAT.
704 370 taxable margin on

payment by anticipation of
lease operation.

There is VAT calculate
case of exemption.

704 373 non-taxable
margin  on payment by
anticipation ~ of  lease
operation

For clients they have a
VAT exemption.
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Section three: A benchmarking study: Financing through Leasing
vs. financing through classical credit.

1. Practical case treated by Housing bank for trade and finance-Algeria
1.1. Construction of the sample:

The construction of the two sub-samples raises the dual problem of
representativeness and the homogeneity of the two sub-samples. So that the
indicator of risk can be applied to a company, the sample from which it is
established must be representative of the economy: from the point of view of the
sectors of activity, the size of the companies but also of the relationship between
the number of leasing firms and classical credit companies.

The target population is incorporated companies in several sectors of activity,
domiciled at the Housing Bank. These companies have all benefited at least a
credit in the period 2012.

The sample contains 25 companies including 9 firms (36%) are using leasing
and 16 firms financed by classical products (64%).

The sample covers the whole of the national territory from different states
(Wilayate) of Algeria and contains only files accepted by the Bank which can
skew the quality of the model

1.2. Selected ratios:

A first selection was carried out on the basis of the ratios most commonly used
by analysts as being the variables explaining the use of leasing

1.3. Construction of classes:

After choosing the most discriminating ratios, we should set standards that allow
locating each firm in its sector of activity and comparing competitors. This
construction based on use of leasing by demanding him or her existence in the
balance sheet.

1.4.  Adjustment of the probability distributions:
We are interested in comparing the means of two (leasing firms: pl, and
classical credit firms: u2) and we use 2 independent samples with means
(leasing firms, X1, and classical credit firms, X2) to estimate this difference.
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Formula:
_ (- X2) — (M1 — U2)

Sfl—fz

t

It tells us the average distance between the sample difference (X1-x2) and the
population difference (u1-p2) which is null under HO.

1.5. Hypothesis testing using an Independent Samples t-Test:

Firstly we want to know if there are any significant differences between the

characteristics of firms using leasing and those using long term debt. After that

we compare the means of leasing and non-leasing firms by excluding from both

groups export-import firms.

1.5.1. Hypothesis 1:

HO = There is no difference in the mean of utilization equity in leasing firms and
classical credit firms.

H1 = There is a difference in the mean of utilization equity of the firms that use
leasing and firms use classical products.

It means:

Ho: pi-p2=0 (p1=p2)
Hi: pi-p2 +0 (M1 + p2)
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Table n°7: Sample t-test to compare the mean of leasing firms and classical credit firms

Variable mean | mean Difference df t-statistics | significance | Decision
1 2 (meanl- mean2) level

E/E+D 0.637 | 0.716 -0.0784 23 -0.683 0.501 NS
D/E+D 0.3622 | 0.283 0.784 23 0.683 0.501 NS
Propriety Ratio 0.254 | 0.434 -0.180 23 -1.346 0.191 NS
ROE 0.357 | 0.1866 0.170 23 1.672 0.108 NS
Profit margin 0.670 | 0.031 0.638 23 1.457 0.159 NS
NN current asset/ 0.297 | 0.276 0.020 23 0.226 0.823 NS
Total asset
Current ratio 1.154 | 3.168 -2.014 23 -1.061 0.3 NS
Quick ratio 0.223 | 2.047 -1.824 23 -1.203 0.241 NS
ROA 0.0795 | 0.0435 0.0359 23 1.271 0.216 NS
Cash/ Total asset 2.670 |0.120 2.549 23 1.558 0.133 NS
Working capital/ 0.0889 | 0.290 -0.201 23 -2.218 0.037
Total asset **
Debt-Equity ratio | 1.075 | 0.636 0.438 23 1.096 0.285 NS

Source: Established by the student
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Table n°8: significance levels

Pearson 2-tailed Meaning

p<0.1 *

p<.05 *k

p<0.01 Fhx

NS Non-significant
level

Source: Established by the student

1.5.1.1.Comments and interpretations:

1. E/ E+D ( Participation of equity in investment):
= The mean of classic credit firms is higher than leasing firms
» The t-test is not significant; indicating that the difference in mean of
utilization of equity is not significant at all levels (p > 0.1).
An independent sample t-test was conducted to compare the level of use of
equity for leasing firms and classical credit firms. There is no significant
difference (t=-0.683 and p = 0.501).
We therefore accept the null hypothesis and reject the alternative hypothesis

11, D/ E+D (Participation of debt in investment):
= The mean of leasing firms is higher than classic credit firms.
= The t-test is not significant; indicating that the difference in mean of
utilization of debts is not significant at all levels (p > 0.1).

An independent sample t-test was conducted to compare the level of debt for
leasing firms and classical credit firms. There is no significant difference

(t=-0.683 and p = 0.501).

We therefore accept the null hypothesis and reject the alternative hypothesis
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V. Propriety Ratio = Shareholders fund / Total asset
= The mean of classic credit firms is higher than leasing firms.
= The t-test is not significant, indicating that the difference in mean of
shareholder’s fund is significant (p > 0.1).

An independent sample t-test was conducted to compare the Shareholders fund
from the leasing firms and classical credit firms. There is no significant
difference (t =- 0.629 and p = 0.117).

We therefore accept the null hypothesis and reject the alternative hypothesis

V. ROE = Net income / Equity ( increasing in equity ):
= The mean of leasing firms is higher than classic credit firms.
= The t-test is not significant; indicating that the difference in mean of
equity increasing is not significant at all levels (p > 0.1).

An independent sample t-test was conducted to compare the equity increase
from the leasing firms and classical credit firms. There is no significant
difference (t=1.672 and p =0.108).

We therefore accept the null hypothesis and reject the alternative hypothesis

VI. Profit margin = Net income / Sales ( handling expenses):

= The mean of leasing firms is higher than classic credit firms.
= The t-test is not significant, indicating that the difference in mean of profit
margin is not significant (p > 0.1).
An independent sample t-test was conducted to compare the profit margin from
the leasing firms and classical credit firms. There is no significant difference

(t=1.457 and p =0.159).
We therefore accept the null hypothesis and reject the alternative hypothesis.
VII. Non-current asset/Total of asset (Part of fix asset):

= The mean of leasing firms is higher than classic credit firms.
= The t-test is not significant, indicating that the difference in the mean of
fix asset is not significant (p > 0.1).
An independent sample t-test was conducted to compare the fix asset from the
leasing firms and classical credit firms. There is no significant difference
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(t=0.226 and p =0.831).

We therefore accept the null hypothesis and reject the alternative hypothesis.

VIII. Current ratio = Current asset /current liabilities ( Ability to pay
current debt without resort to outside financing)

= The mean of classic credit firms is higher than leasing firms.
= The t-test is not significant; indicating that the difference in mean of
current ratio is not significant at all levels (p > 0.1).
An independent sample t-test was conducted to compare the ability to pay
current debt without having outside financing by leasing firms and classical
credit firms. There is no significant difference (t=1.061 and p=0.30).

We therefore accept the null hypothesis and reject the alternative hypothesis.

IX. QUICK RATIO = Quick assets / current liabilities ( Quick asset is
already in the form available cash ):

= The mean of classic credit firms is higher than leasing firms.

= The t-test is not significant; indicating that the difference in mean of
current ratio is not significant at all levels (p > 0.1).

An independent sample t-test was conducted to compare the quick ratio by
leasing firms and classical credit firms. There is no significant difference

(t=-1.203 and p=2.41).
We therefore accept the null hypothesis and reject the alternative hypothesis.

X. ROA = Income / Total of asset ( how well company is using its assets to
make money):

= The mean of leasing firms is higher than classic credit firms.

= The t-test is not significant, indicating that the difference in mean of ROA
Is not significant (p > 0.1).

An independent sample t-test was conducted to compare the return on asset by
leasing firms and classical credit firms. There is no significant difference

(t=1.271and p=0.216).

We therefore accept the null hypothesis and reject the alternative hypothesis.

69



Chapter Three: Practical case: Financing by leasing in Housing
Bank for trade and finance-Algeria

XI. Cash / Total of assets ( part of available from the whole of assets):

= The mean of leasing firms is higher than classic credit firms.
= The t-test is not significant, indicating that the difference in mean of cash
is not significant (p>0.1).
An independent sample t-test was conducted to compare the part of cash from
asset by leasing firms and classical credit firms. There is no significant
difference (t = 1.558 and p = 0.133).

We therefore accept the null hypothesis and reject the alternative hypothesis.

XIL. Working capital / Total of asset ( Funds available to finance current
business operations):

= The mean of classic credit firms is higher than leasing firms.
= The t-test is significant, indicating that the difference in mean of working
capital is significant at (p <0.05) and (p <0.1).
An independent sample t-test was conducted to compare the funds they are
available to finance current operations by leasing firms and classical credit
firms. There is significant difference (t =-2.218 and p = 0.037).

We therefore reject the null hypothesis and accept the alternative hypothesis.

XII. Debt-Equity ratio = Debt / Equity: Measure of a company's financial
leverage.

= The mean of classic credit firms is higher than leasing firms.
» The t-test is not significant; indicating that the difference in mean of debt
on equity is not significant at all levels (p > 0.1).

An independent sample t-test was conducted to compare the financial leverage
by leasing firms and classical credit firms. There is no significant difference

(t=1.096 and p =0.285).
We therefore accept the null hypothesis and reject the alternative hypothesis.
1.5.2. Hypothesis 2:

This cross tabulation shows that among 12 Imp-Exp firms only 2 firms use

leasing, while among the non-import/export firms in my sample 7 out of 13 use
leasing.
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Perhaps, it is more useful to compare the means of the two groups out of the 13
non import/export firms.

Table n° 9: Import-export * leasing Cross tabulation:

Leasing Total
0 1
Import-export 0 6 7 13
1 10 2 12
Total
16 9 25

Source: Established by the student

HO = There is no difference in the means of financial ratios in non-export &
import about leasing firms and classical credit firms.

H1 = There is a difference in the mean of financial ratios in non-export & import
firms that use leasing and firms use classical products.

It means:
Ho: pi1-p2=0 (p1=p2)
Hi: pi-p2 20 (H1+ p2)
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Table n°10: Sample t-test to compare the mean of non-Exp & Imp leasing firms and classical products firms

Variable meanl | mean2 Difference df t-statistics | significan | Decision
(meanl- mean2) ce level

E/E+D 0.773 0.551 0.221 11 1.639 0.129 NS
D/E+D 0.226 0.448 -0.221 11 -1.639 0.129 NS
Propriety Ratio | 0.478 0.275 0.202 11 1.519 0.157 NS
ROE 0.068 0.372 -0.304 11 -2.077 0.062 *

Profit margin 0.026 0.080 -0.533 11 -1.176 0.265 NS
NN current 0.471 0.338 0.133 11 1.176 0.264 NS

asset/ Total asset

Current ratio 2.006 1.174 0.831 11 1.295 0.222 NS
Quick ratio 0.955 0.154 0.801 11 2.325 0.040 *k
ROA 0.028 0.086 -0.057 11 -1.234 0.243 NS
Cash/ Total 0.094 3.409 -3.314 11 -1.076 0.305 NS
asset

Working 0.227 0.093 0.133 11 1.356 0.202 NS
capital/ Total

asset

Debt-Equity 0.36 1.36 -1 11 -1.792 0.101 NS
ratio

Source: Established by the student
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1.5.2.1. Comments and interpretations:
1) E/E+D (Participation of equity in investment):

= The mean of classic credit firms is higher than leasing firms

= The t-test is not significant; indicating that the difference in mean of

utilization of equity is not significant at all levels (p > 0.1).

An independent sample t-test was conducted to compare the level of use of
equity for leasing firms and classical credit firms. There is no significant
difference (t=1.639 and p = 0.129).
We therefore accept the null hypothesis and reject the alternative hypothesis

2) D/ E+D (Participation of debt in investment):
= The mean of leasing firms is higher than classic credit firms.
= The t-test is not significant, indicating that the difference in mean of
utilization of debts is not significant (p > 0.1).

An independent sample t-test was conducted to compare the level of debt for
leasing firms and classical credit firms. There is no significant difference

(t=-1.639 and p = 0.129).
We therefore accept the null hypothesis and reject the alternative hypothesis

3) Propriety Ratio = Shareholders fund / Total asset
= The mean of leasing firms is higher than classic credit firms.
» The t-test is not significant, indicating that the difference in mean of
shareholder’s fund is significant (p > 0.1).

An independent sample t-test was conducted to compare the Shareholders fund
from the leasing firms and classical credit firms. There is no significant
difference (t = 1.519 and p = 0.157).

We therefore accept the null hypothesis and reject the alternative hypothesis

4) ROE = Net income / Equity ( increasing in equity ):
= The mean of leasing firms is higher than classic credit firms.
» The t-test is significant, indicating that the difference in mean of equity
increasing is significant (p <0.1).

An independent sample t-test was conducted to compare the equity increase
from the leasing firms and classical credit firms. There is a significant difference
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(t=-2.077and p = 0.062).

We therefore reject the null hypothesis for (p = 5% but not for p = 10%) and
accept the alternative hypothesis

5) Profit margin = Net income / Sales ( handling expenses):

= The mean of leasing firms is higher than classic credit firms.
= The t-test is not significant, indicating that the difference in mean of profit
margin is not significant (p > 0.1).
An independent sample t-test was conducted to compare the profit margin from
the leasing firms and classical credit firms. There is no significant difference

(t=-1.176and p = 0.265).
We therefore accept the null hypothesis and reject the alternative hypothesis.
6) Non-current asset/Total of asset (Part of fix asset):

= The mean of classic credit firms is higher than leasing firms.
» The t-test is not significant, indicating that the difference in the mean of
fix asset is not significant (p > 0.1).
An independent sample t-test was conducted to compare the fix asset from the
leasing firms and classical credit firms. There is no significant difference

(t=1.176 and p = 0.264).
We therefore accept the null hypothesis and reject the alternative hypothesis.

7) Current ratio = Current asset /current liabilities ( Ability to pay
current debt without resort to outside financing)

= The mean of leasing firms is higher than classic credit firms.
» The t-test is not significant; indicating that the difference in mean of
current ratio is not significant at all levels (p > 0.1).
An independent sample t-test was conducted to compare the ability to pay
current debt without have outside financing by leasing firms and classical credit
firms. There is no significant difference (t = 1.295and p=0.264 ).

We therefore accept the null hypothesis and reject the alternative hypothesis.
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8) QUICK RATIO = Quick assets / current liabilities ( Quick asset is
already in the form available cash ):

= The mean of classic credit firms is higher than leasing firms.
= The t-test is significant, indicating that the difference in mean of current
ratio is significant (p < 0.05) and (p <0.1).
An independent sample t-test was conducted to compare the quick ratio by
leasing firms and classical credit firms. There is significant difference

(t=2.325and p= 0.040).
We therefore reject the null hypothesis and accept the alternative hypothesis.

9) ROA =Income / Total of asset ( how well company is using its assets to
make money):

= The mean of leasing firms is higher than classic credit firms.
» The t-test is not significant, indicating that the difference in mean of ROA
Is not significant (p > 0.1).
An independent sample t-test was conducted to compare the return on asset by
leasing firms and classical credit firms. There is no significant difference

(t=-1.234and p=0.243).
We therefore accept the null hypothesis and reject the alternative hypothesis.
10) Cash/ Total of assets ( part of available from the whole of assets):

= The mean of leasing firms is higher than classic credit firms.
= The t-test is not significant, indicating that the difference in mean of cash
Is not significant at all significant levels (p > 0.1).
An independent sample t-test was conducted to compare the part of cash from
asset by leasing firms and classical credit firms. There is no significant
difference (t = -1.076 and p = 0.305).

We therefore accept the null hypothesis and reject the alternative hypothesis.
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11) Working capital / Total of asset ( Funds available to finance current
business operations):

= The mean of classic credit firms is higher than leasing firms.
= The t-test is not significant, indicating that the difference in mean of
working capital is significant (p > 0.1).
An independent sample t-test was conducted to compare the funds they are
available to finance current operations by leasing firms and classical credit
firms. There is no significant difference (t = 1.356 and p = 0.202).

We therefore accept the null hypothesis and reject the alternative hypothesis.
12) Debt-Equity ratio = Debt / Equity: Measure of a company's financial
leverage.
= The mean of leasing firms is higher than classic credit firms.
» The t-test is not significant, indicating that the difference in mean of debt
on equity is not significant at all significance levels (p > 0.1).

An independent sample t-test was conducted to compare the financial leverage
by leasing firms and classical credit firms. There is no significant difference

(t=-1.792 and p = 0.101).
We therefore accept the null hypothesis and reject the alternative hypothesis.

2. A benchmarking study: Financing through Leasing vs. financing
through classical credit

In this research we are examining the influence of financial features on the
use of financial leasing. Using a population which contains 25 firms from
different states (Willaya) of Algeria taken by Housing bank , and after that we
reduce this population in 13 firms and their activities aren’t export and import,
because we found just 2 firms use leasing, so there are two results:

Firstly, we found evidence that working capital has a significant positive
effect on the dependent variable. It mean that the capital amount for leasing
firms required for the day to day expenses of the business activities, in other
words leasing firms has necessary amount to cover the cost of operating
activities.

Second result, we found two sings that return on equity effect on non-export
and import leasing firms. This means, non-export and import leasing firms have
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a profit for each dinar invested in the firm, and this is important to attract
stockholders and potential investors to invest in these firms.

The second sign is the significance of quick ratio and this means that the

leasing firms have the ability to meet their obligations. So in this case leasing
firms have a strong financial health.
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Conclusion:

After the study of a case practices in financing of an investment by leasing
within Housing bank for trade finance-Algeria, we can say that this financial
product is practically treated like any traditional bank credit. Indeed, the time of
treatment of file, the banking margin, and term of contract has different steps
from the other products.

Leasing is a technique of financing more making safe for the bank since it
becomes owner of the good financed of with dimensions, and more interesting
for the customer because its personal capital contribution is less important than
the other forms of credit.

From this chapter, we concluded the following results:

e The treatment of request for leasing is carried out like all the operations of
existing credit in Housing bank for trade finance-Algeria.

e The rate of margin applied of this financial product is generally very high
by contribution with other modes of financing.

e From the practical case in housing bank we found leasing firms recover its
cycle of business activity.

e Non-export and import leasing firms have a strong financial health and
make profit to attract investors.
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General conclusion:

In 1989Algeria launched its economic by imposing market’s economy rules,
because it would provide an opportunity for stakeholders to consider the use of
several mechanisms to finance the economy previously ignored or unknown,
what has happened by the introduction of leasing with the law 90-10 / 14 April
1990 related to the currency and credit.

From the first chapter of the present work, it is clear that the multiple
benefits of leasing and its diverse kind to the countless needs of the company
have favored its development of this technique, even in developing countries as
in Morocco and Tunisia, without being equipped with a specific framework.

The leasing in Algeria appeared only recently and began to develop after
the implementation by the Government of a legal and a fiscal framework
favoring its evolution and which gave birth to the leasing companies (SALEM,
ALC..).

This financial product caters to all businesses and especially SMEs which
constitute a very important Algerian economic part, generally characterized by
eligibility which is reduced for the traditional bank loans and by the important
potential growth.

Large companies for which leasing represents an opportunity to expand their
debt capacity and enables rapid development; it is an advantageous alternative to
investment financing.

The effective implementation of the leasing in Algeria has been after the
publication of Act No. 96-09 about leasing and tax and regulatory adjustment
introduced by the complementary finance law in 2001 concerning depreciation
rules for leasing companies, to professional activity (T.A.P) tax, advantages
granted to investors; without those adjustments, leasing could not be applied like
we saw in the second chapter.

However, leasing is not known to the various economic operators; there is no
culture of leasing and its design by Algerian lessors which makes it more
restrictive and less interesting than the classic credit in the medium and the long
term, which is detrimental to its development. Although the legislature has
conferred upon the lessor a set of privileges and guarantees credit to minimize
various risks.
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The Algerian lessor practice leasing attentively. Indeed, the framing of this
mode of financing introduced recently. As the banker or the lessor who has no
instruments for studies of funding (statistics, the Central of balances which is
not operational, industry standards, reliable accounting documents). We also
regret the absence of institutions or organs specialized in the evaluation of
projects and companies to ensure their good financial situation, the viability and
profitability of their projects, these latter elements constitute the best guarantee
for donors.

The problem of the disposal assets after their recovery at the end of a
contract or in case of disputes with the tenant is that leasing companies reduce
their fields of intervention goods readily saleable on the market, such as rolling
stock, and this at the expense of large projects.

This caution is that in the majority of cases these lenders don’t grant 100%
of financing and require the maximum of guarantees, thus discouraging
investors to opt for leasing.

Regarding the case of the Housing Bank for Trade and Finance-Algeria in
the third chapter where | made my internship, the practice of leasing is similar to
a classic credit. The main advantages of this product as a 100%, guarantee
reduced, the related funding and services are not available.

This manifests itself on the one hand by the Bank margin in force which
does not differ from the other products, unlike what is practiced (leasing is more
expensive) and on the other hand, conditions for reimbursement where the client
benefits from deferred period and carries out the rental fees in arrears, in other
words it allows the client to pay after he realizes profits, in return the Bank
requires real or personal guarantees.

The contribution of leasing in the finance of the Algerian economy is very
modest; the practice of this form of financing is still in its infancy. Its
development is articulated in my opinion around the following points:

> Specialization of leasing companies (structures and appropriate
organizations) in order to better know the markets on which they
operate and the products they offer.

» We found financing by leasing the best way to cover the cost of
operating activities.

80



General conclusion:

» Financing by leasing make firms have a strong financial health
especially non-export and import firms.

» The improvement of the quality of service and the speed of the
processing of applications for funding are two important expectations
of the market.

» Learn from the experiences of other countries, such as the Moroccan
and Tunisian.

» Easy access to banks and leasing companies to reliable information, to
reduce the risk, or taking controlled risks.

> Establish a tax environment more favorable to leasing companies and
businesses.

The development of this tool, will allow funding for many projects,
involving the renovation or the renewal of equipment, the creation as well as the
extension of production capacities, to meet many investment opportunities.
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Abstract

The lease or leasing is a simple and flexible technique for the company, a
means of competitive funding to bank credit, an original product, allowing all
companies especially the smallest among themselves to finance their
investments and the expansion of their activity without provided tapping sound
of their own funds.

Since its opening to the market economy, the Algerian economy is
characterized by a need to revive these investments on the one hand, and to
renew and upgrade a tool of efficient production especially for SMEs on the
other hand. Faced with this situation imposing the search for new forms of
financing that fits this context, Leasing found its place as a strategic tool of
financing investments, after the publication of order 96/09 of 10 January 1996.

Despite the practice of this financial product in Algeria is overdue, but
development of this technique is an alternative for growth for small businesses
that looking for ways to finance their investments, and at the same time an
expansion factor for large companies who have access to another source of
financing.
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Appendix n°1 : UNIDROIT Convention on international financial leasing (Ottawa, May 28,
1988)

UNIDROIT CONVENTION ON
INTERNATIONAL FINANCIAL LEASING

(Ottawa, 28 May 1988)

THE STATES PARTIES TO THIS CONVENTION,

RECOGNISING the importance of removing certain legal impediments to the international financial
leasing of equipment, while maintaining a fair balance of interests between the different parties to the
transaction,

AWARE of the need to make international financial leasing more available,

CONSCIOUS of the fact that the rules of law governing the traditional contract of hire need to be adapted
to the distinctive triangular relationship created by the financial leasing transaction,

RECOGNISING therefore the desirability of formulating certain uniform rules relating primarily to the civil
and commercial law aspects of international financial leasing,

HAVE AGREED as follows:

CHAPTER I - SPHERE OF APPLICATION AND
GENERAL PROVISIONS

Article 1

1. - This Convention governs a financial leasing transaction as described in paragraph 2 in which one
party (the lessor),

(a) on the specifications of another party (the lessee), enters into an agreement (the supply
agreement) with a third party (the supplier) under which the lessor acquires plant, capital goods or
other equipment (the equipment) on terms approved by the lessee so far as they concern its
interests, and

(b) enters into an agreement (the leasing agreement) with the lessee, granting to the lessee the
right to use the equipment in return for the payment of rentals.

2. - The financial leasing transaction referred to in the previous paragraph is a transaction which includes
the following characteristics:

(@) the lessee specifies the equipment and selects the supplier without relying primarily on the skill
and judgment of the lessor;

(b) the equipment is acquired by the lessor in connection with a leasing agreement which, to the
knowledge of the supplier, either has been made or is to be made between the lessor and the
lessee; and

(c) the rentals payable under the leasing agreement are calculated so as to take into account in
particular the amortisation of the whole or a substantial part of the cost of the equipment.

3. - This Convention applies whether or not the lessee has or subsequently acquires the option to buy the
equipment or to hold it on lease for a further period, and whether or not for a nominal price or rental.

4. - This Convention applies to financial leasing transactions in relation to all equipment save that which
is to be used primarily for the lessee's personal, family or household purposes.

Article 2
In the case of one or more sub-leasing transactions involving the same equipment, this Convention

applies to each transaction which is a financial leasing transaction and is otherwise subject to this
Convention as if the person from whom the first lessor (as defined in paragraph 1 of the previous article)
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acquired the equipment were the supplier and as if the agreement under which the equipment was so
acquired were the supply agreement.

Article 3

1. - This Convention applies when the lessor and the lessee have their places of business in different
States and:

(a) those States and the State in which the supplier has its place of business are Contracting
States; or

(b) both the supply agreement and the leasing agreement are governed by the law of a Contracting
State.

2. - A reference in this Convention to a party's place of business shall, if it has more than one place of
business, mean the place of business which has the closest relationship to the relevant agreement and
its performance, having regard to the circumstances known to or contemplated by the parties at any
time before or at the conclusion of that agreement.

Article 4

1. - The provisions of this Convention shall not cease to apply merely because the equipment has
become a fixture to or incorporated in land.

2. - Any question whether or not the equipment has become a fixture to or incorporated in land, and if so
the effect on the rights inter se of the lessor and a person having real rights in the land, shall be
determined by the law of the State where the land is situated.

Article 5

1. - The application of this Convention may be excluded only if each of the parties to the supply
agreement and each of the parties to the leasing agreement agree to exclude it.

2. - Where the application of this Convention has not been excluded in accordance with the previous
paragraph, the parties may, in their relations with each other, derogate from or vary the effect of any of
its provisions except as stated in Articles 8(3) and 13(3)(b) and (4).

Article 6

1. - In the interpretation of this Convention, regard is to be had to its object and purpose as set forth in
the preamble, to its international character and to the need to promote uniformity in its application and
the observance of good faith in international trade.

2. - Questions concerning matters governed by this Convention which are not expressly settled in it are
to be settled in conformity with the general principles on which it is based or, in the absence of such
principles, in conformity with the law applicable by virtue of the rules of private international law.

CHAPTER II - RIGHTS AND DUTIES OF THE PARTIES
Article 7

1. - (a) The lessor's real rights in the equipment shall be valid against the lessee's trustee in bankruptcy
and creditors, including creditors who have obtained an attachment or execution.

(b) For the purposes of this paragraph "trustee in bankruptcy" includes a liquidator, administrator
or other person appointed to administer the lessee's estate for the benefit of the general body of
creditors.

2. - Where by the applicable law the lessor's real rights in the equipment are valid against a person
referred to in the previous paragraph only on compliance with rules as to public notice, those rights shall
be valid against that person only if there has been compliance with such rules.
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3. - For the purposes of the previous paragraph the applicable law is the law of the State which, at the
time when a person referred to in paragraph 1 becomes entitled to invoke the rules referred to in the
previous paragraph, is :

(@) in the case of a registered ship, the State in which it is registered in the name of the owner (for
the purposes of this sub-paragraph a bareboat charterer is deemed not to be the owner);

(b) in the case of an aircraft which is registered pursuant to the Convention on International Civil
Aviation done at Chicago on 7 December 1944, the State in which it is so registered;

(c) in the case of other equipment of a kind normally moved from one State to another, including
an aircraft engine, the State in which the lessee has its principal place of business;

(d) in the case of all other equipment, the State in which the equipment is situated.

4. - Paragraph 2 shall not affect the provisions of any other treaty under which the lessor's real rights in
the equipment are required to be recognised.

5. - This article shall not affect the priority of any creditor having:

(@) a consensual or non-consensual lien or security interest in the equipment arising otherwise than
by virtue of an attachment or execution, or

(b) any right of arrest, detention or disposition conferred specifically in relation to ships or aircraft
under the law applicable by virtue of the rules of private international law.

Article 8

1. - (a) Except as otherwise provided by this Convention or stated in the leasing agreement, the lessor
shall not incur any liability to the lessee in respect of the equipment save to the extent that the lessee
has suffered loss as the result of its reliance on the lessor's skill and judgment and of the lessor's
intervention in the selection of the supplier or the specifications of the equipment.

(b) The lessor shall not, in its capacity of lessor, be liable to third parties for death, personal injury
or damage to property caused by the equipment.

(c) The above provisions of this paragraph shall not govern any liability of the lessor in any other
capacity, for example as owner.

2. - The lessor warrants that the lessee's quiet possession will not be disturbed by a person who has a
superior title or right, or who claims a superior title or right and acts under the authority of a court,
where such title, right or claim is not derived from an act or omission of the lessee.

3. - The parties may not derogate from or vary the effect of the provisions of the previous paragraph in
so far as the superior title, right or claim is derived from an intentional or grossly negligent act or
omission of the lessor.

4. - The provisions of paragraphs 2 and 3 shall not affect any broader warranty of quiet possession by
the lessor which is mandatory under the law applicable by virtue of the rules of private international law.

Article 9

1. - The lessee shall take proper care of the equipment, use it in a reasonable manner and keep it in the
condition in which it was delivered, subject to fair wear and tear and to any modification of the
equipment agreed by the parties.

2. - When the leasing agreement comes to an end the lessee, unless exercising a right to buy the
equipment or to hold the equipment on lease for a further period, shall return the equipment to the
lessor in the condition specified in the previous paragraph.

Article 10

1. - The duties of the supplier under the supply agreement shall also be owed to the lessee as if it were a
party to that agreement and as if the equipment were to be supplied directly to the lessee. However, the
supplier shall not be liable to both the lessor and the lessee in respect of the same damage.
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Appendix n°3 : Articles 112, 113, 135, 136, 137 and 138 of finance law for 1996

Art 134, — Llanticls ZIQ-M: de 1n loi n"72-07 du 21 Juillet 1979 postnnt code des douanes est modifid et rédipgd comme
ail : )

"Art. 229 bis. — Les marehandizses impartées...(sans changement jusqu,,, transformation d:;s blltiments de mer....{sans
- changement jusqu'd....=n suspension des droits of taxes. '

Aprks contrlle | par le service des dounsnes, de Paffectation des marchandises mux bitiments de mer, le réglms est apurs
i d4finitlvement, selan le cas, par une mise A 1n consommation pour les bitimants algériens, par une résxportation pour les
itiments dtrangers ou par une mire b la consommaetion exceptionnella,

_ Un amdie du minlstre chargé des finances, le ministre chargd des iransports consultd, fixern |es modalités de
fonctionnement de c= ndgime”,

o Arl, 135, — Les opérations de erddit-bail international de biens mabiliers & usage professlonnel comprennent des

Importations ou des expartations desdits biens dont le paiement est différd et sont soumlses sux conditions

de patement
applicables A ces opdrations,

- Nonabstant les dispositany de Fartlele 178 du code des dounnes, log ii-npurtlutmna ct les exportations par crédit-bail sont
Y| soomises b wn régime dounnier suspensif des drofts et taxes dounniess qui ést celul de l'admission temporaire, pour les

Importations et ca, conformément & In durde du contrat de ocation qui sera déterminée par vois riglementsire,

Art, 136, — A Vissue de Ja périods irrévocable de location et en cos de lovée de Foption d'achat par te crédit-preneur, oo
i dernier procide au dédouanement pour In mise @ Ia consommation di bies noquis, aur présentation d'une facmure d'achat,

. 1,— r
At 137, — Qe 2 crédishgiliewr=oit oy’ ne"soit pas installd gur le territoire algdrien, les formalités de doumnes poyr
- lectrot du ségime d'admission t=mparaire sont accomplies par le crédit-preneur en’ sa qualltd d'utilisstenr du bien loud par
< erédit-bail.

- Le crédit-preneur aurn dgnleman: 2 seeamplis les formalités dounnibres solt pour la mise 3 [a consommetion, soit pour In
réexpartation du bisn loud, 3 Fissue de In durée du régime d'admission temporaire.
.

Art. 138, — Les biens imponés ou exportés dans e cadre d'un cantrat de erddit-heil sont dispensds des formaiités da
canfrile du commeree extérisur =t des chan ges, on ce séns que leur enteée sur (e territoie algérien ou leur sortie de ce
tertitoire ne donne pas Tiew A autorisation préalable ou b dérogation por les auntorids adminiatratives douanikres compéientes;
geule 1a dpmiciliation boncalre préalnbie de l'apératien élant requiss pour la rfpularitd des transferes e capitaux vers I'dtranger
ctds l'enmée d= ces derniers en Algérie, '

Art. 138, — Les morchandises, visdes par Uarticle 53 de In lol n® §8-23 du 31 décembre 1988 portant loi de fMinances
pour 1989, U'article 73 de I Joi n® 79-09 d¢i 31 décembrs 1979 partant Iol de finances pour 1980 modific el complétd par leg
. wrtizle 100 de In lof de finances pour 1593, et 'article 102 du décret I€gislatif n® 93-01 du 19 jonvier 1993 portent loi d=

financey powr [993, continuent & béndfizier de I'exontration des droits de dovane pour une durde de trojs {3) panées & compter
du ler Janvier 1994, !

- Me bénéficient do cet avaniage que les marchandizas non fabrigudes en Algérie dont I late est fixde par des textes
régiameantaires, .

- Art, 180, — La guotité do 60 2% prévee ou tarif dovanier institné par l'article 138 de In loi n® 91-25 du 18 décembre
991 portent fof de finnnces pour 1992 est supprimée et remplacés par une quatitd de 55 %,

- Le tarif dounnier est modifid en conséquence,
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Appendix n°4 : Articles 2, 5, 20 of finance law for 2001

Lol de financas complgmentaine 2001 It

PREMILRE PARTIE

VOITES ET MOVENS DE L'EQUILIERE FINANCIER

-
CHAMTRE 1
- Dispositions relatives & 'exécution du budget
ct aux spédrations financiéres du Trisor
{ Pour mémoire)
CHAPITRE T1
Dispositions fiscales
Section 1
__ﬁlmﬁ_ts Directs et Taxes Assimilées .
1 Art. 2 - Les dispositions de article 141 du code des impdts dirccts of toxes
' pastmiléss sant modifiées, complétées et rédigées comme guit:

-1 “Aat 14l - - Le bénéfice net.... (sans chingement jusgu'a) ..

3. Les omortissements ... (sans chengemeol jusquia).. lamortissement

proagregsifl ’
-

Dons le codre de contmt de crédit bail finnncisr, les bangues, les

établissements financiers et les socigtés de crédit-bail, somt autorisés &
-1 pratquer Pamortissement linémire ou dégressif des actifs immobilisds, sus

uns pérlodr.- égale i la durde du contrat de crédir ball.

S, {1z reste suns changement)
-1 Art. 3 - Les dispositians de 'article 200 du code dcs impdts directs ot taxes

assimilées sont madifides et rédigées comeme suit :

YA, 2091 {sans changement)
—
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Appendix n°4 : Articles 2, 5, 20 of finance law for 2001

Loi de finances complémentaks 2001
|

pensions et renfes vingéres 1),

= PSR (sans changement)

appliquant au totnl des poaiements annuels
impasables, les taux ci-apeas :

- troitements, salaires, indemnit
Avantages cn nature -

Art. 4 - Les dispositions de larticle 211 du code des im
assimilées sont modifiées, complétées et rédigées comme suir:

2. Sont exemptées du versement forfaitalre, |es indemnités d'assurance-
il chémnge, ainsi que les pensions de retraite anticipés

péts directs et taxes

"Art. 211 Le montant dy versement  forfaitaire est obtenu en

és ot émoluments, ¥ compris la valeur des
S%".

Art. 5 - Les dispositions de l'article 220 du cods
B assimilées somt madififes et complétées par un pa

suit:

contraLde-ecéditball financler".

des impdts directs et taxes
ragraphe 5, rédigé comme

"Art. 220 - N'est pas compris dans ... (sans chnngcmemjusqu'ﬂ)

5 - Ia partie com:srpondg%‘lu remboursement du erddis dans Je cadbe dy

"Art. 222 - Le taux de In taxz sur '

ATL O - 25 dispostiions de larticle 277 diucode deg ImMpots directs et taxes
N assimilées zont modifides et rédigées comme sujt

activité professionnelle est fixé comme

suit
TAP PART DE | PART DE LA F.C.C.L. TOTAL
LA Wilava Communc
n Taux 0.59% 1,30% 0.11% 2%
| Bénéral :
3 o 4 reste sans changement)

la section 3 un article 222 bis rédigé comme suit

Art. 7 - Il est créé au sein du code des impbts directs et taxes assimilées sous
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Lol de finences complémentalre 2004 x

mise en valeur du patrimoine artistique, 4 lo défense Je l'environnement
naturel ou & la diffusion de la cuiture,

Les modalités d'application du présent article sont fixées par voie
réglementaire,

e Art. 19 - Les dispositions de l'acticle 99 du décret 1égisiatif n® 93-18 du 29
décembre 1993 portant loi de finances pour 1994, modifides et complétées,
relatives & ln tixe spécifique additionnelle, sont sbrogées,

7 Art. 20 - Les équipements entrant dans le cadre ‘de la rénlisation de
I'investissement bénéficient des avantages fiscaux et dousniers prévus par le
décret lépislatif n® 93-12 du 5 octobre 1993 relatif & In promotion de
I'investissement, lorsqu'ils sont acquis par un crédit-bailleur, dans le cadre de
contrat de leasing financier conclu avec un promoteur bénéficiant des

avantages suscités,
= y Chapitre 111
Autres dispositions relatives aux ressources
o Section |
Dlsposltlons douanitres
e . - = ‘
. Art. 21 - Le tarif dowanicr comportern & compter du ler janvier 2002, outre

\'exemption, trois quotités.

Art. 22 - Le taux de 45% de droit de dovanes prévu au tarif dounnier est
supprimé et remplacé par un taux de 40%.

Le tnux de 40% s'appliquern aux marchandises précédemment soumises au
taux de 45%.

Section 2
Dispositions domaniales

Art. 23 - Les dispositions de l'article 46 de la loi n® 2000-06 du 27
Ramadhan 142! correspondant au 23 décembre 2000 portant loi de finances
pour 2001, sont modifides et rédigées comme suit
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Aggendix n°5 - Section 61 of finance law for 2003

'..-"_'ﬂ':._ Tl ~ prble T

Sdrer, 4092 Q. — L'impét sur les bénéfices minicrs est assis, liquidé et recouvré dans les mbmes
conditions que |'impdt sur les b&ndfices des sociéds,

Lo déelartion et le poiement de "impdt sur les béndfices miniers sont effectuds aupres de la structure
chirgde des prondes entreprises”,

sl JR8F — Par ddrogation sux anticles 199 B et 199 C ci-dessus et 4 titre tronsitoirs, le paiement de
la fome sur "eotivité professionnelle continnera & se fafre suprds des recettes des impdts d'implantation de
chague entrepriss, unité, &tablisserment ou chantier”,

= ) P Hﬁ'-'l';if:""' 1 L e B e e T LY ap ey - " -,-:::-.
O T OFFILILL DE LA REPUSLIQUE ALCERIENNE Ne 86 25 dtcombre 20025

Mrt, 61, — Les dispositions de farticle 20 de 1a loi n®01-12 du 27 Rabie Ethani 1422 correspondant au
12 juillet 2001 portant [oi de finances complémentaire pour 2001 sont modifides et rédigées comme suit :

“alre. 2(. — Les équipaments entront dons le cadre de I rénlisation de |'investisssment bénéficient des
wvintages fiscaux et dousniers prévus par  lardennsnce n® 01-03 du Acue! Joumnds Ethania 1422
corrgspondant su 20 aodt 2001 relotive 4 la promotion de 'investissemant, larsqutils sont acguis par un
eridit-bailleur, dans le ¢adre de contrat de leasing financier eoncly aves un promoteur bénéfielant des
mvantages suscitds”, . :

Afl 62, — Les dispositions des articles €7, 48 er 50 de la loi  n® 01-2] du 7 Chaounl 422
correnpondant su 22 déeembire 2001 portant loi de finances pour 2002, relatives ay code des procédures
fzcoles, sant modifides et rédipées eomme suit :

v dT — Le revenu ngricole .. (sans changement fusqu'a) tient compte des charges,

Le moenisnt des E]'I.IlIEI;E;ﬂq.;Eﬁﬁfll’.l‘i:ﬂﬂnﬂ?ﬂﬁduﬂﬁh[ﬁ est déterminé par spéculotion et par zone de
poiznnelitt eanformément zux preseription : de 1orticle 50 ci-dessous.

Le reveny agricole . {le resta zans changement) ,..",

arto @l — Paur 'activitd d"&levage, le revenu.......{sane changement jusqu'd) en tenant compte d'un
abratternent détermine conformément aux prescriptions de "srticle 50 ¢i- dessous ™.

“drd, J0. — Les tarifs visds sux artcles 47 4 49 gi-dessus sont fizés, selon le cas, par zoene de
polentinlité ow unité, pinsi que par wilays ¢! par commune au un ensemble de communes, par une
commission de wilays composée du repréeentant de 'administration fiscale, de celul de ["administratian
chorgde de 'rgriculture et de celui de In chambre d'agricainre, ’

Les tarifs ninsi fixés sont homelogués par décision du directeur pénéral des impéts avant le ler mars de.
chague ninée pour lee revenus de 'année précédenta) A défiut, les demiers tarifs connus sont reconduits.,

Les modaiicis d'epplication de cet article, notamment les critéres de classification, sont définiss par vois
replementaine”.

Ar 63, — Sont exonérds de I'impdt sur e revenu global, pour une période de cing (5) ans & compter du
ter jurvier 2003, les produits des nctions et titres assimilés cotés en bourse ou des obligations et titres
assimiids d'une maturité Epale ou supérieure & cing (5) ans cotés en bourse ou négociés sur un marché
arganisd, ainsi que ceux des actions ou parts d ocganismes de placements collectifs en valeurs mobilitres.

Sont également exonéres de 1'impdt sur e revenu globel ou de Uimpdt sur les bénédfices des soctétds,
pour uns période de cing (5) ans & compter du ler janvier 2003, los plus-values résulinnt des opérations de
cesslen § titre ondrewx des notions el titres assimilés cotds en bourse ou des obligations et titres assimilés
d'une meturité égale ou supéricure 4 cing {5) ans, colés en baurse ou avant fait 'objet de négociation sur un
marelid organtsd.




Appendix

Appendix n°5 : Section 08 for 2006 finance Act

A 7. — Les dispositions de Merticle £56-2 du code def impdts directs et taxes assimilées mont
modifiées ot rédigées comme suit -

CARAFEL — i, (52TIS chengement) ....eevnn,

£ - La retenus est effectode ... (sans changement fusqu'a) 1n bass d'imposition.

Pour le caleol de 1n retenue, les sommes versécs en monnaie tranglre sont convertics en dinars au cours
du change en vigueur A In date de signature du contrat ou de Mavenant sy tite duquel sont dues lesdites
sumimes. Le cours i retenirest celui de 1a vente de In monnale étrangkre congidénie™,

Art. 8. — Le paragraphe ler de farticle 174 du code des Impdts directs ot taxes nssimilées est modifis o
rédigé comme suit ; -

“Art [74-1. — Est appheable de plein droit, pour toutes les immobilisations le systime d'amortissement
lindaire. ¢

Dans le cadre des activitds de erédit-bail, I'nmortissement linéaire est assorti des coefficients ci-aprés :

= un caefficient dz 1.5 peut Bire appliqué au taux d'amortissement linéaire des &quipementa exploités

sous forme de leasing =t dont 1a pérdode d'amonissement n'excide pas aing (5) ans, A l'exclusion du mobilier
et mutdriel de bureau et des vEhicules de tourisme -

= ce ceificisnt est de 2 lorsque I période d'amortissemaent du matérie] est supéricare & cing (5) ans et
inférieuse on fgale i dix (10} ans ;

- il ost de 2.5 lorsque 1 période d'amortissement du matériel est supéricure & dix (10) ans et inféreure
ou fgale & vingt (20) ans,

& Towtsfois........ (sans chmg:mantjusqp@ activité de towrisme", ’
_q__.-__“-‘ . - -

AML. 9 — 1] ost cré® 20 sein du code des impdts direets et taxes assimilées un article 182 bis rédigs
comme sy ¢

“Art 782 bis. — Les personnes physiques, les associations et sociétés domicilides ou établies en Algérie

2t soumises & la déclarntion fiscale doivent déclarer, en méme temps que leur déclaration de revenns, Jes

réfézmnces des compies ouverts utilisds dans le cadre d'une activitd commercinle, dans un déia; de deux (2)

mois & compter de la dae d'ouverture, d'utilisation oy de cldture de leurs comptes par elles & I'dtran
Chaqua compte dolt fuire I'objet dune déclarmtion distincte, '

Le défaut de déclaration des comptes est sanctionné d'une amende fiscale de S00.000 DA par compte non
ditelard.

Art. 10, — I est créé nu sein de larjele 197 bis du code des impdts directs et taxes assimilées
un affrda 2 rddigh comme suit

“Art. 197 bis. — Lex services en charge de l'urbanisme et de 1n construction dolvent communiquer 4 Ia
direction des impéis de wilnya do reszort de leur circonscription territociale les informations relatives au

recansement et i l'achivernent des opérations de construction, de démolition et de modificatian porttnt sur les
immeuhles,

Art 1L — T est eréé au sein de larticle 192 du code des impdits directs et taxes assimilées un afinds 7
rédigé comme suit :
“Art £82-1. — Le contribunble ... w(sanz changement jusqu'd) fixées par I'nrticle 322,

21 |x décloration n'est pas parvenue & l'administration dans 1n délai de trente (30) Jjours & partir de Ia
notification par pif recommandé, avec avis de réception d'avoir A |a prodiire dans ce délai, une majoration ds
35 % cut applicable,

........... rees {10 reste sans changement) ............."
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Appendix n°6: Organizational Structure of Housing bank:
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Appendix n°7: Leasing direction report

ou crédit preneur qui prend en location le bien en se réservant
définitivement au terme du contrat de location.

!gamiétéu e du bien financé revient a la Banque durant toute la période du contrat
(cuent) ng), tandis que le droit de jouissance revient au .

gaupf?ltﬁg;e de financement en crédit bail (Leasing), notre banque optera pour e
@pa 3 inancier, ainsi le contrat de crédit bail portera une clause d'option d‘achat a une
valeur résiduelle convenue contractuellement.

<3 fige . Conapk
: ce cadre: IE_qedlt bailleur (clleft) recouvrera la totalité de son investissement ainsi que
la marge bénéficiaire par l'intermédiaire des loyers pergus périodiquement.

A.2/ Définition du crédit bail (Leasing):

|y_e crédit bail est une opération de location d’un bien mobilier a usage professionnel assorti
d'une promesse unilatérale de vente a I'issue du contrat.

Le crédit-bail est une technique contractuelle par laquelle une banque, acquiert, sur a
demande d'un client (crédit-preneur), la propriété de biens d'équipement mobiliers a usage
prafessionnel, en vue de les donner en location a ce dernier pour une durée déterminée
contractuellement et en contrepartie de redevances ou de loyers.

Le crédit bail fait intervenir trois acteurs :

-1- Le crédit bailleur qui est la banque ou |'établissement financier ;
- 2- Le crédit preneur qui est le client ;

- 3- Le fournisseur ou vendeur du bien objet de I'opération de leasing.

Mg

i
i
i
i
1
\
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ération (main levée) de |5 ¢,

Débit

“caution recue fournisseyr
ing (Montant de |a caution)

Appendix

on ban

i

|

b ; !
P = l A

) i Comptabilisation de la retenue de bonne exécution : ".

: e ‘g »
k- ety Crédit e - e
. 340 900 Opérations CT Leasing \
tiente de mobilisation (Montant de i y

on) ‘
- 261 050 Provision opération CT

Leasing (95% Mt transaction)
. 341 740 Retenue de garantie
fournisseur CT Leasing (05% Mt

transaction)

N Version : 1
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Appendix n°8: Table of data

Appendix

. . Activity Non Lease The use of — - Number of
Legal satuts Principal Activity Import/Export Import &Export leasing Seniority Location employees
1 SARL Tannery 0 1 1 17 ALGIERS /
2 SARL Plastics transformation 0 1 1 29 ALGIERS /
3 SARL Company of guard & 0 1 1 3 Oran /
security
4 EURL Plastics transformation 0 1 1 13 Blida /
5 SARL Manufacture of baby, 0 1 1 6 ALGIERS /
sanitary napkins diapers
Ready-mix concrete

6 SARL manufacturing 0 1 1 4 Oran 28
7 SARL IMPORT & EXPORT 1 0 1 12 Oran 202
8 SPA Import the wheat 1 0 0 9 Mostaganem 1100
9 SARL IMPORT & EXPORT 1 0 1 14 Bejaia 193
10 SARL Pharmaceutical products 0 1 1 16 ALGIERS 50
11 EURL Wholesale trade of 0 0 0 15 Setif 125

pharmaceuticals
12 SARL IMPORT & EXPORT 1 0 0 17 ALGIERS 78
13 SARL Consrruction company 0 0 0 8 ALGIERS 1729
14 SPA IMPORT & EXPORT 1 0 0 11 ALGIERS 625
15 SARL IMPORT & EXPORT 1 0 0 3 / /
16 SARL Electrical appliances and 0 0 0 18 Setif 623

alalktromnzlet
17 SARL IMPORT & EXPORT 1 0 0 12 ALGIERS 57
18 SARL The first conversion of 0 0 0 13 Setif 400

plastic material
19 SARL IMPORT & EXPORT 1 0 0 16 JORDAN 34
20 SARL The first transformation of 0 0 0 8 M'Sila 179

non-ferrous metals

21 SARL IMPORT & EXPORT 1 0 0 3 Setif 7
29 SARL The flrst_ conversion of 0 0 0 3 Setif 25

plastic material
23 SARL Importing and paper 1 0 0 4 ALGIERS 5

converting
Import of pharmaceuticals
24 SARL 1 0 0 15 ALGIERS 21
products

25 SARL Import of vegetables and 1 0 0 11 Mila 6

fruits




Appendix n°8: Table of data

Appendix

Total of non Total of Current Sharholders . D = Total of
o] =]

N BT e Current Assets Assets NS gl Number =S financial debts
1 250 234 405 986 841 994 569 152 870 417 689 124 53577 731 4 583 422 674 152 460 172
2 591 229 025 846 703 553 412 703 400 434 000 153 13002 901 2 304 904 646 177 648 373
3 89 504 106 38779772 1752 927 37 026 845 12 770 199 3 13867 951 0
4 50 835 354 106 232 177 35456 164 70776 013 1449 027 1 6 322 606 18 860 693
5 3239378583 2101357511 949 707 651 1151 649 860 193 181 796 5 614 447 019 402 952 961
6 226 373 573 264 448 526 101 649 873 162 798 653 20 079 653 4 25513814 46 544 895
7 14 379918 4010 957 000 475 935 000 3535022 000 77 871000 3 274 493 000 0
8 372 797 000 2061 619 000 470903 000 1590 716 000 51 807 000 6 2811 556 000 3886 785 000
9 5995 991 000 1711124000 159 531 000 1551 593 000 67 031 000 4 296 740 000 954 686 000

10 2076 887 000 1123214000 205 487 000 917 727 000 103 837 000 3 323 165 000 48 800 000
11 2674 898 000 1275 498 000 358 895 000 916 603 000 26 265 000 1 133 893 000 130 000 000
12 2865190000 2 053909 000 126 469 000 1927 440 000 123 132 000 2 331 703 000 498 902 000
13 93782 000 150 906 000 122 690 000 28 216 000 5270 000 / 35287 000 5000 000
14 74 535 955 000 47 193 161 000 7 660 604 000 39 532 557 000 1 015 485 000 7 7 377 605 000 1823 126 000
15 74 277 000 28 352 000 1089 000 27 263 000 1797 000 2 27 208 000 0
16 3924 941 000 4 412 005 000 1633732000 2778273000 26 446 000 3 1582 279 000 653 363 000
17 1482 432 000 495 649 000 45 408 000 450 241 000 78 739 000 2 177 202 000 0
18 4 496 328 000 3574 189 000 2 005 059 000 1569 130 000 172 007 000 4 2525124 000 388 881 000
19 171 202 000 324 892 000 2193 000 322 699 000 7 733 000 2 19 639 000 45 618 000
20 480 499 000 932 439 000 505 510 000 426 929 000 -57 666 000 2 579 501 000 285 828 000
21 7270000 28 723 000 14 642 000 14 081 000 -1133 000 3 14 642 000 0
22 39208 000 101 157 000 26 891 000 74 266 000 6 405 000 2 86 397 000 0
23 251 088 000 185191 000 5159 000 180 032 000 21 258 000 5 32 826 000 0
24 310 509 000 1504 200 000 363 938 000 1140 262 000 17 775 000 3 41561 000 35339 000

180 948 000 180 464 000 40 309 000 140 155 000 8094 000 2 53 426 000 91 123 000

25




Appendix n°8:

Table of data

Appendix

. Profit Non

N° Debt- Equiy Proprl_etary R_OE = Net Margin = current

Ratio ' D/ E E+D E/E+D| D/E+D Ratio=E/ mcome/ Net income Asset /

Total Assets Equity / Sales Total of
assts
1 0,26 735 882 846 0,79 0,21 0,59 0,09 0,21 0,58
2 0,58 482 553 019 0,63 0,37 0,36 0,04 0,02 0,49
3 0,0 13 867 951 1 0 0,36 0,92 0,14 0,05
4 2,98 25183299 0,25 0,75 0,06 0,23 0,03 0,33
5 0,66 1017 399 980 0,60 0,40 0,29 0,31 0,06 0,45
6 1,82 72 058 709 0,35 0,65 0,10 0,79 0,09 0,38
7 0 274 493 000 1 0 0,07 0,28 5,42 0,12
8 1,38 6 698 341 000 0,42 0,58 1,36 0,02 0,14 0,23
9 3,22 1251 426 000 0,24 0,76 0,17 0,23 0,01 0,09
10 0,15 371 965 000 0,87 0,13 0,29 0,32 0,05 0,18
11 0,97 263 893 000 0,51 0,49 0,10 0,20 0,01 0,28
12 1,50 830 605 000 0,40 0,60 0,16 0,37 0,04 0,06
13 0,14 40 287 000 0,88 0,12 0,23 0,15 0,06 0,81
14 0,25 9200 731 000 0,80 0,20 0,16 0,14 0,01 0,16
15 0 27 208 000 1 0 0,96 0,07 0,02 0,04
16 0,41 2 235642 000 0,71 0,29 0,36 0,02 0,01 0,37
17 0 177202000 1 0 0,36 0,44 0,05 0,09
18 0,15 2914 005 000 0,87 0,13 0,71 0,07 0,04 0,56
19 2,32 65 257 000 0,30 0,70 0,06 0,39 0,05 0,01
20 0,49 865 329 000 0,67 0,33 0,62 -0,10 -0,12 0,54
21 0 14 642 000 1 0 0,51 -0,08 -0,16 0,51
99 0 86 397 000 1 0 0,85 0,07 0,16 0,27
23 0 32 826 000 1 0 0,18 0,65 0,08 0,03
o4 0,85 76 900 000 0,54 0,46 0,03 0,43 0,06 0,24
1,71 144 549 000 0,37 0,63 0,30 0,15 0,04 0,22

25
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loans & Financial | 47 & Total of credit L t | LTD Amount STD Amount
inancia . otal of credits gase amoun moun moun
N° TEEs [LTbef STy debts Sl Sz PR demanded demanded demanded demanded
(Leasing)
1 76 460 172 76 000 000 72 473 280 543 427 30 000 000 30 000 000 0 0
2 177 648 373 0 88 001 367 271 708 804 66 700 000 66 700 000 0 0
3 0 0 2 045 655 12 854 863 34 459 658,14 34 459 658,14 0 0
4 0 18 860 693 25610 009 54 103 905 34 500 000 34 500 000 0 0
5 402 952 961 0 949 288 108 12 155 586 25 300 000 25 300 000 0 0
6 46 544 895 0 24 990 435 122 311 223 16 263 400 16 263 400 0 0
7 0 0 594 790 000 54 290 000 144 637 000 0 2400000000
8 3886 785 000 0 57 300 000 / 200000000 0 200000000 0
9 0 954 686 000 | 658 100 000 / 650 000 000 0 0 650 000 000
10 47 400 000 1400 000 326 400 000 / 819 000 000 0 0 819 000 000
11 130 000 000 0 247 400 000 / 230 000 000 0 0 230 000 000
12 498 902 000 0 995 109 000 3000000000 0 3000000000 0
13 5000 000 0 14 500 000 / 251 758 820,20 0 251 758 820,20 0
14 1823 126 000 0 5469 378 000 / #REF! 0 1 000 000 000 2 000 000 000
15 0 0 60 000 1100 000 60 000 000 0 60 000 000 0
16 653 363 000 0 778 900 000 / 465 000 000 0 0 465 000 000
17 0 0 160 200 000 / 400 000 000 0 0 400 000 000
18 388 881 000 0 527 500 000 / #REF! 0 594 408 000 527 000 000
19 45 618 000 0 257 700 000 1300 000 120 000 000 0 0 120 000 000
20 285 828 000 0 45 100 000 70 700 000 150 000 000 0 0 150 000 000
21 0 0 0 14 081 000 100 000 000 0 0 100 000 000
22 0 0 1100 000 13 100 000 40 000 000 0 0 40 000 000
23 0 0 92 600 000 / 165 000 000 0 0 165 000 000
24 35339 000 0 512932 200 / 200 000 000 0 0 200 000 000
91 123 000 0 29 374 000 / 250 000 000 0 0 250 000 000

25
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Working

Current

Cash on total

Working capital on total

N® capital Ratio QLB R R assets assets
1 166 729 976 166% 8,41% 5% 2,13% 16,89%
) 69 849 619 119% 4,29% 2% 1,84% 8,24%
3 12 115 024 149% 31,40% 33% 20,17 31,24%
4 -10 272 865 87% 14,17% 1% 10,81% 0%

5 67 692 329 106% 11,90% 9,2% 6,13% 3,22%
6 -29 591 164 85% 2,92% 8% 3,45 0%
7 -201 442 000 94,60% 16% 1,94% 6,04% 0%
8 604 326 000 161% 155% 2,50% 0,31% 29,31%
9 159 531 000 110% 35% 2,40% 3,54% 5,70%

10 166 484 000 122% 77% 9,20% 10,96% 14,80%
11 -95 002 000 91% 61% 2,10% 0,33% 0%
12 704 136 000 161% 117% 5,99% 9,85% 34,28%
13| -82403000 26% 25% 3,50% 1,13% 0%
14 1540 127 000 104% 33% 2,15% 8,79% 3,26%
15 26 119 000 2383% 1876% 6,30% 40,56% 92,10%
16 602 011 000 127,60% 34,38% 0,59% 6,63% 13%
17 131 794 000 141% 72,61% 15,90% 25,50% 26,60%
18 908 946 000 238% 147% 4,80% 6,16% 25,40%
19| 63064000 124% 114% 2,40% 6,12% 19,40%
20| 505510000 218% 48% 0% 5,08% 39,10%
21 14 642 000 204% 51% 0% 16,71% 51%
22 | 59506 000 503% 258% 6,30% 37,56% 58,80%
23| 27667 000 118% 70% 11,50% 12,36% 14,90%
24 | -287 038000 80% 38,23% 1,18% 7,95% 0%
25 | 104 240 000 390% 176% 4,48% 8,15% 57,76%




Appendix n°9:

Appendix

Sample T-test for 25 firms (SPSS treatment)

Statistiques de groupe

Theuseofleasing N Moyenne Ecart-type Erreur standard
moyenne
,0 16| ,71620018043646 | ,26022121351056 | ,06505530337771
EED
1,0 9| ,63774171890730 | ,30239983204973 | ,10079994401664
DED ,0 16 | ,28379981956373 | ,26022121351056 | ,06505530337771
1,0 9| ,36225828109289 | ,30239983204973 | ,10079994401664
16 | ,43433768683180 | ,37711361512395 | ,09427840378106
ProprietaryRatioETotal Assets
1,0 9| ,25409855063257 | ,17387996666160 | ,05795998888726
) ) ,0 16| ,18661251855960 | ,21120030330283 | ,05280007582578
ROENetincomeEquity
1,0 9| ,35742316324393 | ,29873645667847 | ,09957881889289
) . . ,0 16 | ,03144942597649 | ,07897361514722 | ,01974340378688
ProfitMarginNetincomeSales
1,0 9| ,67022863431079 | 1,7805803870912 | ,59352679569714
16 | ,27660418663550 | ,23003103574911 | ,05750775893735
NoncurrentAssetTotalofassts
1,0 9| ,29714426777329 | ,19275985764799 | ,06425328588273
) ,0 16 316,8250% 563,73385% 140,93346%
CurrentRatio
1,0 9 115,4000% 27,44704% 9,14901%
) . ,0 16 204,7638% 450,29913% 112,57478%
QuickRatio
1,0 9 22,3433% 23,29967% 7,76656%
ROA ,0 16 4,3556% 4,28112% 1,07028%
1,0 9 7,9511% 9,90706% 3,30235%
,0 16 12,0744% 12,26382% 3,06595%
Cashontotalassets
1,0 9 267,0500% 665,75185% 221,91728%
,0 16 | ,63656898698565 | ,73840865436586 | ,18460216359154
DebtEquiyRatioDE 1o 9| 1,0750406966196 | 1,276548066695 | ,42551602223191
,0 16 29,0569% 25,89975% 6,47494%
Workingcapitalontotalassets
1,0 9 8,8989% 10,47792% 3,49264%




Appendix
Appendix n°9: Sample T-test for 25 firms (SPSS treatment)

Test d'échantillons indépendants

Test de Levene sur Test-t pour égalité des moyennes

I'égalité des variances

F Sig. t ddl Sig. Différenc | Différenc Intervalle de
(bilatérale e e écart- | confiance 95% de la
) moyenne type différence

Inférieure | Supérieur

e

Hypothese de ,141 /11| ,683 23 ,501| ,0784584 | ,1148437| -,159114 | ,3160309
variances
égales

Hypothese de ,654 | 14,69 ,523| ,0784584  ,1199700| -,177718| ,3346349

variances

EED

inégales
Hypothese de ,141 ,711] -,683 23 ,501| -,078458 ( ,1148437| -,316030| ,1591140
variances
égales
Hypothese de -,654 | 14,69 ,523| -,078458 ( ,1199700| -,334634| ,1777180

variances

DED

inégales
Hypothese de 4,709 ,041 | 1,346 23 191 ,1802391 | ,1338952 | -,096744 | ,4572226
variances

ProprietaryRatio  égales

ETotal Assets Hypothese de 1,629 | 22,46 1171 ,1802391 | ,1106696 | -,049000 | ,4094792
variances
inégales
Hypothese de ,702 411 (-1,672 23 ,108| -,170810| ,102174| -,382173| ,0405525
variances

ROENetincomeE égales

quity Hypothese de -1,515( 12,60 1541 -,170810| ,1127110| -,415097 | ,0734758
variances
inégales
Hypothese de 8,653 ,007 | -1,457 23 1591 -,638779| ,4383599 | -1,54559 | ,2680374
variances

ProfitMarginNeti  égales

ncomeSales Hypothese de -1,076 | 8,018 ,313| -,638779| ,5938550 | -2,00768 | ,7301267
variances
inégales
Hypothese de ,046 831 -,226 23 ,823| -,020540 | ,0907465| -,208263| ,1671835
NoncurrentAsset .
variances

Totalofassts

égales




CurrentRatio

QuickRatio

ROA

Cashontotalassets

DebtEquiyRatioD

E

Workingcapitalon

totalassets

Hypothése de
variances
inégales
Hypothése de
variances
égales
Hypothése de
variances
inégales
Hypothése de
variances
égales
Hypothése de
variances
inégales
Hypothese de
variances
égales
Hypothese de
variances
inégales
Hypothese de
variances
égales
Hypothese de
variances
inégales
Hypothese de
variances
égales
Hypothese de
variances
inégales
Hypothese de
variances
égales
Hypothése de
variances

inégales

2,820

2,272

2,096

10,135

5,485

4,579

Appendix

,107

,145

,161

,004

,028

,043

-,238

1,061

1,426

1,203

1,617

-1,271

-1,036

-1,558

-1,149

-1,096

-,945

2,218

2,740

19,33

23

15,12

23

15,14

23

9,712

23

8,003

23

11,08

23

21,57

,814

,300

174

,241

127

,216

,325

,133

,284

,285

,365

,037

,012

-,020540

201,42%

201,42%

182,42%

182,42%

-3,5954%

-3,5954%

-254,97%

-254,97%

-,438471

-,438471

20,157%

20,157%

,0862300

189,80%

141,23%

151,62%

112,84%

2,828%

3,4714%

163,65%

221,93%

,4001746

,4638338

9,087%

7,3568%

-,200811

-191,22%

-99,38%

-131,24%

-57,900%

-9,4473%

-11,361%

-593,51%

-766,73%

-1,26629

-1,45840

1,3593%

4,8833%

,1597309

594,07%

502,23%

496,08%

422,74%

2,2563%

4,1706%

83,563%

256,78%

,3893525

,5814619

38,956%

35,432%




Appendix n°10: data of non-Exp & Imp firms

Appendix

Non
Profit current Workin
NON EX- ROE = Net | margin = asset / capital / Debt-
IMP E/E+ Propriety income / Net income | Total of | Current Quick Cash /Total | Total of Equity
LEASE D D/E +D Ratio Equity / Sales asset ratio ratio ROA of asset asset ratio
1 1 0,79 0,21 0,59 0,09 0,21 0,58 166% 8,41% 5% 2,13% 16,89% 0,26
2 1 0,63 0,37 0,36 0,04 0,02 0,49 119% 4,29% 2% 1,84% 8,24% 0,58
3 1 1 0 0,36 0,92 0,14 0,05 149% 31,40% 33% 20,17 31,24% 0
4 1 0,25 0,75 0,06 0,23 0,03 0,33 87% 14,17% 1% 10,81% 0% 2,98
5 1 0,6 04 0,29 0,31 0,06 0,45 106% 11,90% | 9,20% 6,13% 3,22% 0,66
6 1 0,35 0,65 0,1 0,79 0,09 0,38 85% 2,92% 8% 3,45 0% 1,82
7 0 0,51 0,49 01 0,2 0,01 0,28 91% 61% 2,10% 0,33% 0% 0,97
8 0 0,88 0,12 0,23 0,15 0,06 0,81 26% 25% 3,50% 1,13% 0% 0,14
9 0 0,71 0,29 0,36 0,02 0,01 0,37 127,60% | 34,38% | 0,59% 6,63% 13% 0,41
10 1 0,24 0,76 0,17 0,23 0,01 0,09 110% 35% 2,40% 3,54% 5,70% 3,22
11 0 0,87 0,13 0,71 0,07 0,04 0,56 238% 147% 4,80% 6,16% 25,40% 0,15
12 0 0,67 0,33 0,62 -0,1 -0,12 0,54 218% 48% 0% 5,08% 39,10% 0,49
13 0 1 0 0,85 0,07 0,16 0,27 503% 258% 6,30% 37,56% 58,80% 0




Appendix
Appendix n°11: Sample T-test for 13 firms based on non- EXP & IMP activity (SPSS

Statistiques de groupe

treatment)

NONEXIMPLEASE N Moyenne Ecart-type Erreur standard
moyenne
,0 6 7733 17671 ,07214
EED
1,0 7 5514 ,28725 ,10857
,0 6 2267 17671 ,07214
DED
1,0 7 ,4486 ,28725 ,10857
,0 6 4783 ,29349 ,11982
ProprietyRatio
1,0 7 2757 ,18338 ,06931
] ) ,0 6 ,0683 ,10458 ,04269
ROENetincomeEquity
1,0 7 ,3729 ,34374 ,12992
) ) ) ,0 6 ,0267 ,09070 ,03703
ProfitmarginNetincomeSales
1,0 7 ,0800 ,07303 ,02760
6 AT17 ,20721 ,08459
NoncurrentassetTotalofasset
1,0 7 ,3386 ,20020 ,07567
. ,0 6 200,6000% 167,91283% 68,55013%
Currentratio
1,0 7 117,4286% 30,33621% 11,46601%
) ) ,0 6 95,5633% 90,78643% 37,06341%
Quickratio
1,0 7 15,4414% 12,79292% 4,83527%
ROA ,0 6 2,8817% 2,44598% 0,99857%
1,0 7 8,6571% 11,17122% 4,22232%
,0 6 9,4817% 14,00312% 5,71675%
CashTotalofasset
1,0 7 340,9214% 749,87743% 283,42703%
) ) ,0 6 22,7167% 23,25566% 9,49408%
Workincapital Totalofasset
1,0 7 9,3271% 11,27679% 4,26223%
,0 6 ,3600 ,35031 ,14302
DebtEquityratio
1,0 7 1,3600 1,31995 ,49889




Appendix

Appendix n°11: Sample T-test for 13 firms based on non- EXP & IMP activity (SPSS

treatment)

Test d'échantillons indépendants

Test de Levene sur Test-t pour égalité des moyennes
I'égalité des variances
F Sig. t ddl Sig. Différenc | Différenc Intervalle de
(bilatérale e e écart- | confiance 95% de la
) moyenne type différence
Inférieure | Supérieur
e
Hypothese de 1,902 1951 1,639 11 ,129 ,22190 ,13537 | -,07604 ,51985
variances égales
EED Hypothese de 1,702 | 10,10 ,119 ,22190 ,13035| -,06814 ,51195
variances
inégales
Hypothese de 1,902 ,195 | -1,639 11 1291 -,22190 ,13537 | -,51985 ,07604
variances égales
DED Hypothese de -1,702 | 10,10 119 -,22190 ,13035| -,51195 ,06814
variances
inégales
Hypothése de 3,313 ,096 | 1,519 11 ,157 ,20262 ,13340| -,09100 49624
variances égales
ProprietyRatio Hypothése de 1,464 | 8,146 ,181 ,20262 ,13842 | -,11559 ,52082
variances
inégales
Hypothése de 7,307 ,0211-2,077 11 ,062| -,30452 ,14659 | -,62716 ,01811
] variances égales
ROENetincomeE
) Hypothese de -2,227| 7,264 ,060 -,30452 ,13676 | -,62553 ,01649
quity )
variances
inégales
Hypothese de ,010 ,9221-1,176 11 265 -,05333 ,04536 | -,15318 ,04651
) ) _variances égales
ProfitmarginNeti
Hypothése de -1,155| 9,624 276 -,05333 ,04618  -,15679 ,05012
ncomeSales )
variances
inégales
Hypothese de ,024 8791 1,176 11 ,264 ,13310 ,11317 |  -,11599 ,38218
variances égales
NoncurrentassetT
Hypothése de 1,173 | 10,56 ,267 ,13310 ,11350 |  -,11797 ,38416
otalofasset )
variances
inégales
) Hypothése de 5,651 ,037] 1,295 11 222 | 83,17% | 64,204% | -58,140% | 224,483
Currentratio )
variances égales %




Quickratio

ROA

CashTotalofasset

Workincapital Tot

alofasset

DebtEquityratio

Hypothése de
variances
inégales
Hypothése de
variances égales
Hypothese de
variances
inégales
Hypothese de
variances égales
Hypothése de
variances
inégales
Hypothése de
variances égales
Hypothese de
variances
inégales
Hypothese de
variances égales
Hypothése de
variances
inégales
Hypothése de
variances égales
Hypothese de
variances

inégales

12,103

2,327

4,470

3,740

14,844

Appendix

1,197

,005] 2,325

2,144

,1551-1,234

-1,331

,058 | -1,076

-1,169

,079] 1,356

1,287

,003 | -1,792

-1,927

5,280

11

5,170

11

6,665

11

6,005

11

6,982

11

6,970

,282

,040

,083

,243

,227

,305

,287

,202

,239

,101

,096

83,171%

80,121%

80,121%

-5,775%

-5,775%

-331,43%

-331,43%

13,389%

13,389%

-1,00000

-1,00000

69,502%

34,456%

37,377%

4,680%

4,338%

308,16%

283,48%

9,8772%

10,406%

,55805

,51899

-92,675%

4,283%

-15,015%

-16,078%

-16,140%

-1009,7%

-1024,9%

-8,350%

-11,231%

-2,22825

-2,22828

259,01%

155,95%

175,25%

4,5272%

4,5896%

346,821
%
362,08%

35,129%

38,010%

22825

,22828
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